GOVERNMENT OF MAHARASHTRA

Report of the Fifth Maharashtra
State Finance Commission

JULY 2019

T







FIT'TH STATE FINANCE COMMISSION
Cambata Trust Building,

Behind Eros Theater. 3rd Floor,

Churchgate, Mumbai — 400 020

Date: August, 2019

VISHWANATH GIRIRAL
Chairman

Llis Exeellency.

Governor of Maharashtra,

Ra) Bhavan,

blmibal.

Sir,

The Fifth Maharashtra State Finance Commission was constituted by Notification
No.SFC2017/C.R.3VFCC dated 28th March, 2018 under Articles 243-1 and Article
243-Y of'the Constitution of India. The State Finance Commission is 1o make recommendations
onallocations of resources 1o Panchayat Raj Institutions and Urban Local Bodies afier study and

analysis of their financial position, with the view to strengthen them. keeping in mind the overall
resource position and other commitments of the Government of Muharashtr.

Afler intensive consultations and deliberations. the Commission has finalized its report
Many individuals and institutions bave provided valuable inputs to the Commission. [ along
with other members of the Commission, would like to thank all who supported us.

We feel privileged that we were given an opportunity 1o do this inportant work. [ am glad to
submit the report of the Fifth Maharashtra State Finance Commission along with this letter.

Yours faithfully.

{Vishwanath Giriraj)
Chairman
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Introduction

State Finance Commissions are set up under Arficle 243(1) and 243(Y) of the Constitution of
India. The Constilution, terms and procedure of the Maharashtra Stale Finance Commission are
governed by the provisions of Maharashira Finance Commissdion (Miscellaneous Provisions)
Act, 1994, The Guovernor of Muharashtra constituted the Fifth Maharashtra State Finance
Commission yvide Notficatuon No.SFC.2017/C_ R 33/FCC dated the 28th March, 2018,

The fifth State Finance Commission. when initially constituted comprised of Shri. Vishwanath
Giriraj, (Retired IAS) as Chalrman. Though the post of Member Secretary was created in the
original order, the post was filled up by giving additiopal charge as a Member- Secretary to
Shrimati (Dr.) Nidhi Pandey (IAS) in August 2018,  Subsequently, in November 2018 the
following three part-time members were appointed to the Commussion and thus s full-fledged
Commission came into existence:

(i) Pringipal Secretary, Urban Development Department (II)

(ity  Principal Secretary. Rural Development Department
(iti)  Professor Abhay Pethe, Economist, Mumbai School of Economics & Public Policy.
University of Mumbai, Mumbai

The imtial tenure of the Commussion was for a period of ten months front dute of notification that
18 28th March 2018, Later, by a nofification dated 17th Januery 2019 the tenure of the
Commission was extended up to 20th April 2019- making the overall durationabout 13 months.

Govermment sanctiongd the stafl’ positions of the Commission in May 2018, The option of filling
up the posts from retired as well as outsourced stafl and from equivalent cadres was provided for
in the stafl sanction order, giving the Commission the required Oexibility. As it was felt that the
full complement of regular stafl may not be made available to the SFC, so the stafl positions were
filled from retired persons or equivalent cadres. The All India Institute of Local Self-Government
and the Gokbale Institute of Economics and Politics provided some specialists on out-sourced
basis, We also hired consullants from Price Water House Coopers Privade Limited. Even ull the
end, not all posts were [illed up.

The Commission operated from 3rd Floor, Cambata Trust Bunlding, Churchgate, Mumbai-<40002().

Terms of Reference of the Commission:

The Governmenl Notification of 28th Muarch, 2018, constituting the Fifth State Finance
Commission required the Commigsion w make recommendations with reference to the
following matters:




'The Commission shall review the financial position of the Panchayat and the
Municipalities and make recommendations to the Governor as to—

{a) The principles which should govern—

i The distribution between the Siate, the Panchayat and the Municipalities of the net
proceeds of the taxes, duties, tolls and [ees leviable by the State which may be divided
amongst ther under part TX and Part IX-A of the Constitution and the allocation between
the Panchayats and the Municipalities at all levels of their respective shares of such
proceeds.

i. The determination of the taxes, duties, tolls and [ees which may be assigned to or
appropriated by the Panchayats and the Municipalities.

.  The granis-in-aid to the Panchayats and the Municipalities from the consolidated fund of
the State.

{h) The measures needed o improve the financial position of local bodies.

In making its recommendations the Commission shall have regard, among other considerations,
to-

i) The projecied gap between the revenue receipts and revenue expenditure of the
Punchayats and Mumeipalities in the Stute for five years from st April 2019, on the basis
of their levels of taxahion.

b The measures and the extent to which the Panchavats and the Municipalities have
exploited the available and the potential sources of their revenue.

¢) The resources of the State Govemment and the demands thereon, m particular, on account
of expenditure on Civil Administration, Police, Social and Economic Services, and all
other committed expenditure or liabilities and Non-Plan revenue expenditure;

d) The maintenance and upkeep of the capital assets of the Panchayats and the
Mumicipahities and work out the norms for the adeguate maintenance.

i maaking its recommendations on the various matters uforesaid, the commission shall adopt the
population figures ol 2011 Census, where population is regarded 4 faclor lor delermination of
devolution of taxes and duties and grants-in-aid.

The Commission shall also make recommendations relating to the following matters-

(1) Performance grants and incentive grunts to locul bodies.

{b)  Belter management of fund management in local bodies.

Rglons uf s Eifth Dl abiiadire Stuts Tliaics Cranmizizion o et oof lacarartte
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(¢)  Otherrelared matiers being related to prudent financial management of local bodies.

The Commussion shall indicate the basis on which 1t has arrived at its finding. It wall make
available all relevant dats on the basis of which 11 makes 11s recommendations.

The Commission ndy make recommendations on the basis of recommendations made by the
Fourteenth Central Finance Commssion'

Format of the SFC Report:

The SFC has, by and large, followed the format of the template for Report of the SFC's given in
Annexure 105 of the Thirteenth Central Finance Commission.

All the relevant notifications relating o the fifth SFC have been made available in the Annexure (o
this report.
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Previous SFC's - Constitution and Recommendations

2.1

recomniendntions are given below:

Constitution:

Table 1! Details of previeus SFC's ¢

Details of previous State Finance Comnmssions (SFC’s)-their constitution and

State Finance

Commission SFC-1 SFC-11 SFC-In SFC-IV
Pate of
Constitution of 23.04.1994 22.06.1999 15.01.2005 10.02.2011
SFC
Duie of
submission of 31.01.1997 30.03.2002 30.06.2006 16.07.2015
SFC Repon
Dute of
stubmussion of 31.01.1997 30.03.2002 20.12.2013 23.03.2018
AIR I
Penod of 1996-97 1o 2001-02 o 2006-07 1o 2011-12 o
recommendation 200001 2005-06 2010-11 2015-16
Members of the | Chairman: Chairman: Chairman; Chairman:
Commission 1) Shei. Shantaeun | 1) Shri. K.C, 1) Shri. V.M. | 1) Sha. 1P Dange
Gholup Shrivastava Lal | Member
2) Shri, Suresh 2) Shri. R. Vasudevan. | 2) Shei. Satish | o otaries:
Prahhu 3) Shri. S. Habibullah | Tripathi 1) Shri SK.
3) Shei, Makrand | Member Seeretaries: | Member Hiswas
Herwadkar 1) Dr. Munghilal Sﬂrﬂnrj_r 23 Shr. Arvind
Member Crautam 1) Shri. S | Kunar
Secretarics: 2) Smt. Ranjana Sinha | SHHivastava  13) Shri PE
1) Shii R.C_Sinha | 3) Shri. M. Members: Crailowad
2) Shil, P. P Rumsnwami 1) Prof. Members
Mahans 4) Shri. G.8, Sandhy g;usdht;v Apte | (Ex-Officio):
Members: Members: ' 1) Principal
1. Shri. 1. M. 1) Shri. Narayanrao .g::::nrau Eﬁ_’;ﬂ!"}'-ﬂ-
Sulkthankar Marnihe : jr IIJ
2, Smt. Prabhovati | 2) Shri. Chummilal ot
partment
Zadbuke Thakur 2) Principal
3. Shri. 3) Dr. Mitya Ladwani Secrasey Bun
Suntoshrio Gode | 4) Principal PB. Patil Deval up:ﬁem
4. Shri, Diwadenr | 5) Prof. Mukund Department,
Kalsullar Ghaisaz 3) Secyetury
5. Shei. Vijay 6) Shri, Vijay Bhaise X ocountsand
Tiied 7) Shii. Vijay Neval Tressury, Finance
6. Shri, Shripad Patil Department,
Patwari
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2.2

Recommendations given by Previous Finance Commissions:

Tahle 2: Previous SFC s recommendations:

S
No.

SFC

Gommission | F

Total Number of

Financial
Burden

1o Finance

First

128

21

8

B |

 Serond

227

3

33

38

Third

114

23

3

Iul 00 k3| —=

Fourth

118

23

38
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Methodology adopted by the State Finance Commission

The Commission adopted a multi pronged strategy to collect the required mformation and make
its analysis. Each method complemented the other and our final findings and recommendations
are based on these eftores.

3.1 Analysis of previous reports and related documents:

The Commission started its work by colleeting and studying vanous official reports, which had
undertaken the same ‘journey”’ of collecting data relating o Local Bodies. The following reports
were found very useful to get o historical and proper perspective:

. Report of the Twelfth Central Finance Commissions (2005-10), Thirteenth Central
Finance Commussion (2010-15), Fourteenth Central Finance Commission (2015-20)-
particularly the chapter on Local Bodies.

. Recent information sent to the Fifieenth Central Finance Commission (2020-25)

. Report of the Third State Finance Commission and Fourth State Finance Commission of
Mauhurashtra, The third SFC particularly had done very good analysis and had many
insights. We used thus report virtually as areference book throughout our working vear.

. SFC reports of Orissa, Kamataka and Tamil Nadu. The Tamil Nadu report was found very
lucidly presented and we used il as another handbook for our work.

. Various other scholarly reports like the recently circulsted ‘Drafi Framework on Urban
Poliey” by Government of India, scholacly papers and studies by Prof. Abhay Pethe
(University of Mumbai) and others.

3.2 Letterstooffice bearers of ULBs and PRI's secking their representations:

The Commigsion sent formal letters to all Mavors of Municipal Corporations, President of
Municipal Councils and President of the Zilla Parishads inviting their representations and
sugpestions for the State Finance Commission in the early months (August 201 8), Adequate time
was given to them (o make their representation. We did not receive any writien response, but
subsequently at the time of our field visits, many of the office beurers nuade their representations
 the meetings and many backed it up by wrilien representation.

33 Collection of information through reconnaissance visits and a carcfully framed
(uestionnaire:

The Commnussion prepared a very elaborate questionnaire and sent it to the ULBs (separate
questionniire for Municipal Corporations, Municipul Councils and Nagar Panchayuts) and to the
PRIs (sepurale questionnaire for Zilla Parishad and Grampanchayat), Belore fruming the
questionnaire, the Commission visited various ULBs and Panchayal Raj Institutions given below

Hajiony il s EOON D kiiciaditre See Tlitadbon Lnanrmiiiing T el ol Dl
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as ‘reconnaissance visits' 10 know thewr pattermn of working and the challenges they faced.
Further.even during the process of finalization of questionnaire and to cross check whether the
clata sought is relevant and is available in the field it visited another set of LB"s. The list of the
LBs, we visited as a part of this exercise during the first six months (June to October 2018) are

given below:

Table 3;: Lisi of LBs vistled by Sth SFC

‘Name of the LBs visited by SFC

I | Zilla, Parishad

Nasik, Yavitmal

2 Panchayat Samiti

Dindori (Nasik) and Yavatmal (Yavaumal)

3 Gram Panchayat

Kasara in Thane district, and Avankhed,
Wadivarhe o Nasik District

4 Municipal Corporations

Navi Mumbai, Mira-Bhayandar, Jalgaon

Mumaipal Councils Jalgaon district — Erandol, Jamner, Bhusawal
Yavatmal , Badlapur, Karjat, Khopoli
i Nagar Panchayals Babulgoun (Yavatmal district),
Bodwad (Jalgaon District)

The Marathi questionnaires that was framed by SFC was well appreciaed.

34  Field visits to various districts in Maharashtra:

The Commission visited various parts of Maharashtra. covering all the regions between October
2018 to January 2019, This  gave an oppartunity for the office bearers wnd officers of the Local
Bodies to directly meet us face to fuce and give thewr representations and place their views, The
locations where we met the oflicials of the local bodies and the non-otficials and office bearers
(October 2018 to January 2019) and the districts covered are given below:




Table 4: Details of field visits covered by SFC :

Sr.No.| Division Place of meeting Districts covered
Thane Collecior Office Thane and Palghar
Panvel Municipsl Corporation | Raigad
! Konkai Ratnagin Collector Office Ratnagiri. (field visit to

Ganpatipule Grampanchayat)

Sindhudurg Collector Office Sindhudurg - also field visits ©
Malwan, Vengurla, Sawantwadi
and Devgad

2 Nusik g;;t Divisional Commissioner | All districts of Nasik

3 Ampavati | Ssmravati Divisional All districts of Amravati
Comnussioner Office
Nagpur Divisional All districts of Nagpur
* Nagpur Commussioner Office
Aurangabad Divisional Aurangabad, Jalna, Beed and
5 Aurangabad Commmissioner Office Dsmaq.uhad - ‘
Nanded. Collector Office Nanded, Parbhani, Hingoli and
| Latur
5 Pune _Punr.' Divisional Collector Office IPunu and Sol:_zgur
Satara Collector Office Satara, Sangli and Kolhapur

SFC's field visits were very suceessful and there was very good response from the ZP Presidents,
Mayors of Municipal Corporations and President of the Municipal Councils, We were
particularly gratified to see the attendance in large numbers of women President’s of Municipal
Councils. They participated enthusiastically in SFC’s field interactions and articulated their view
point quite forcefully. We got valuable insights from these people’s representatives which
sharpenad SFC’s perspective. The list of office bearers we interacted with during field visits is
LIVEN I Annexure.

SFC also used these tours to visit some 'best practices” in LBs, like Vengurla, Sawantwadi,
Malwan, Ganapathipule, Malkapur {(Satara) and few other places. SFC also collecied the replies
to its questionniires during the course of field visits.

3.5 Field visits outside Maharashtra:

The Chairman visited Chennai (November 2018) to interact with Mr. S. Krishnan, IAS,
ex-Chairman of the Fourth State Finunce Commission, Tamil Nedu who had submitted their State
SEC report just recently. This helped in getting a comparative perspective.
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The Chairman and officers of the SFC also visiled Vadodara in Gujanit to study the professional
tax mn Vadodara cily und working of ULBs in Vidodara region. The meeting with Chief Officers
arranged by the Regional Director ol Vadodara region was found very useful.

3.6 Interaction with experts, Heads of Departments on phone and personal visit to SFC office:

The Commisgion invited a number of Heads of Departments or their representatives to its office,
Key officials include Director of Municipal Administration, Director of Local Fund Audit, Chiel
Executive Officer of Maharashira Jeevan Pradhikaran, Chiel Engineer of MSEDCL, the
Toint/Deputy Seeretaries of UDD, RDD, Revenue and others. It sought the guidance of well-
known experts on Urban Management like Shri. Ramanath Jha, IAS (Retired), Shn A. K . Jain,
[AS (Retred), Shn. Sudhir Srivastava, TAS (Retired), Shn. Jayaraj Phatak, TAS (Retired) and
others. Full list of inyvitees and others it consulied are given in Annexure,

3.7  Organization of a technical workshop on “Finance, Audit and Financial Data™:

The Commission organized 4 *Technical Workshop' on accounts and finance relaled issues on
13tly December 2018. The Actountant General muugurated the workshop, Officers from UDD,
RDD, Municipal Commissioners, Chiel Officers and CAFOs participated in the workshop. The
Director, Local Fund Audit and his support officers attended too. This workshop helped
understand the accounts related issues of LBs from various angles.

3.8 Challenges and issues relating (o sampling:

Ome major ditheulty the SFC faced m its working was getting dependable and reliable data. To
lusirate the difficulties we faced, we give the example of Grampanchayat data. There are about
28,000 4+GPs in Maharashtra, We segregated it into six categories, GPs with population of 10,000
+ (very big GPs), GPs with population of S000-10000, GPs with population of 3000-5000, GPs
with population below 3000, peri-urban villages and PESA villages. Thereafter, we interacted with
the Director of Eeonomics & Statistics, who suggested to choose about 5% sample in each category,
spread mall regions of Maharashtra, This worked out to about 1500 GPs, spread across the State.

However, afler we circulated the questionnaire, it look enormious time (o receive the format filled
by the concerned GPs. In most cases, it was filled wrongly, in appropriately or inadequately. In
some cases, some parls were filled up properly, some parts emroneously. In many reports there
were internal contradictions in the figures, hence we could not use it. We ulso found these rephies
were forwarded w us by the disirict ZP officials in a very routine way without any checking even
though we had repeatedly requesied the district officials to do proper screeming of the field
questionnaire hefore forwarding it. Much of our time went in phoning 1o field officials to expedite
the replies. Replies from one district came after five months, the day we were winding up!
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Hence, instead of the targeted 1500 GPs we could do deep analysis of only thirty-six GPs, which
wezre properly filled up and the replies satisfied us in all respecis,

SHC encountered the same difficulty regarding other categories of LBs as well. Only for Zilla
Parishads- which were limited in mumber we conld get quality data easily.

SFC thus had no option but to settle down for 4 imited sample size, but we look care that the data
15 reasonably representative [romall counts for making a proper analysis.

3.9  Finalsample size of ULBs we used for analysis:

Table 5: Sample s1ze of ULBs :

Sr. No. | Category of ULB No. of selected Remarks
| D Class Municipal Corporations 06 | each from Revenue Division
2 A Class Munigipsl Couneil 12 2 each from Revenue Division
3 | B Class Mumgcipal Council 12 2 each from Revenue Division
4 C Class Municipal Couneil 12 2 each from Revenue Division
5 hl‘;-'agar i’-unchuym 12 2 each from Revenue Division

310 Sample size of PRIs
Table (: Sample size of PRIs:

Sr. No. | Category of PRI No. of selected Remarks
PRIs
| | Zilla Parishad 6 | 1 each from Revenue Division
2 Panchayat Samiti 13 2 each from Revenue Division
. (3 from Aurangabad Division)
3 Gramponchaysl 36 6 each from ench category
(6 per Revenue Division)

*For purpose of analysis, GP's were classified as follows:

#Population of 1000¢ und above
#Population of 5000 - 10000
#Population of 3000 - 5000
#Population of below 3000
RPeri-urban GPs

HPESAGPs
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Even though it would appear that the sample size is low, the findings confirm the pattem we
observed during our field visi, and which alse tallied with the oral feedback we got from the
officials and non officials,

3.11 Problem of obtaining data from LBs —a universal problem:

The problem ol reliable data seems 1o be 4 universal problem across all the States, Various Central
Financial Commissions have commented on it in their chapter on local bodies. The Fifth State
Finance Commission, Tamil Nadu (2017) says in 1ts chapler on Methodology *In spite of the best
efforts by the Commission, the quality of data remains a cause of concem’. The Third State
Finance Commission (Maharashtra) has also extensively mentioned about this. This issue has
been dealt with m the chapter on Accounts, Audit and Financial Data exhaustively.
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Approach adopted by the State Finance Commission

The Commussion, in its one year of working, interacted with vanous types of stakeholders and
salicited thelr views and suggestions, Soon it became evident, like the proverbial six blind men
and the eiephant story. that the stakeholders in the LB system were giving their suggestions based
on their own experience or felt priority, Their suggestions were not incorrect, but af the same time
notadequate, comprehensive or explained the other sideof the story.

For instance, the Chief Executives of the ULBs wanted more initiatives and support to raise local
resources, while the non-officials suggested both more sutonomy in their working and also more
grants from the Government. Many Mayors and President of Municipal Councils suggested that
ULBs be allowed 1o raise resources by monetising existing immoveable assets of the ULB.
Municipal employees in small Municipalitics were repeatedly siressing more revenue grants
(Sahayyak Anudhan) to meet the salary. pension and other requirements. In short. the priority for
gach category was differenl

The Commission had the challenging task of giving suitable weightage 1o such varied and
apparently contradictory factors and incorporating it in its repart,

We now give below the factors which has shaped our approach and in [ormulating our
recommendations.

4.1  Factors which circumscribed and shaped SFC’s approach:
4.1.1 The*Terms of Reference’ for the Commission:

The terms of reference were, of course, the first and main factor which has determined SFC's
recommendations. The terms of reference in formal, official language (*Notification') 15 given
elsewhere. but in plain langnage the following was the ToR set forus:

a, Suggest principles for:
«  Sharing taxes, that is between State and LBs and inter se allocation between them.
«  Identifying taxes which can be assigned o orappropriated by LB
o Giving grants in wid rom the consolidated fund ol the State

b, Suggest measures that are needed to improve the financial posinon ol the LBs
While giving recomumendations relating to () and (b) above, the Commission shall keep regard to:

«  Extentto which, LBs have fully tapped their available sources of income.

»  Projected gap hetween revenue income and expenditure of LBs for next five years
from 1.4.2019

»  Study of maintenance ol assets of LBs and work out norms for their adequate maintenance
*  The State Government's overall financial position and commitments (that is, the
fiscal space that is available)
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We have stuck fo these core mandate in making our recommendations, Some suggestions are of
administrative nature, but we have chosen to mention them as it will help in improvement of the
financial posiuan of the LBs or improve its overall performance.

4.1.2  Provisionsin the Constitution consequent to 73rd and 74thAmendment:

On & perusal of the State Financial Commission reports of other States, it is seen that in some
reports there are elaborate observations relating to the provisions in the Constitution. Thesz
reports have emphasized the need for makmg the LBs as the *third tier of Governance®, with
dedicated. devolved funds and autonomy. Many other scholarly reports, study Commutiess and
Commissions have also made their observations on this matter. In short. they want the provisions
in Part IX and IX-A of the Constitution to be implemented in letter and spirit, even though the
word ‘may’ has been used in many places and the amount and extent of financial and
adniinistrative devolution has been lefito the States.

Indeed, the Ministry of Panchayati Raj, Government of India publishes an annual "Index of
Devolution” wherein it compares the position of each state in transferring "funds, functions and
functionaries 1o the PRIs, Awards are alsp given to States which show high level of devolution.

One of the primary mandates of SFCs is to recommend devolution formula to ke care of
horizontal and vertical imbalances. However, this presumes availability of reliable consistent
physical and financial data ai the ULB / PRI levels. This not being the case and also some of the
other govemnance preconditions oot being met, we could not have sensibly recommended
acceptable and logical devolution formula. Rather. it was felt prudent that we should concentrate
in straightening regulatory procedures, simplification and overhauling of archaic procedures and
charge from yesieryears and generally create an environment conducive 1o good governance. By
good governance we mean incentive compalible policy frame work, streamlined process and
protocals and capacity including good data base to make rational decisions.

Incidentally, the Rural Development Department of Maharashira has already appointed a State
Panchuyst Expert Committee under Shri. Sudhir Thakeray, former Secretary 1o Rural
Development m July 2016. The mandate of the Committee is to study the extent of devolution of
funds, functions and functionarnes in PRIs and gve its views and suggestions. Tt 18 leamt that the
Committee has handed over its report to Government.

Likewise, the Urban Development Department has also appomnted a three-member Commitiee
(March 2017y under Shri, Sharad Kale, TAS (Retired) with two other respected and
knowledgeable retired officers Shri. Ramanath Tha, IAS (Retired) and Shri. Gautam Chalterjee
IAS (Retired) to recommend measures that will increase “trunsparency, accountability and
efficiency’ m urban administrabon. It is learnt that this Commitiee hus slso submitted its
recommendations to the Govermment.

ot Ol me Fool Madpcnetitre Btnts [ lnagecs i 11 S T X Liad WL F HI L1190 g Baidy ]

25



The scope of the above two Commmitices (which have since submitied their report) are wider and
mores comprehensive. We assume that the State Governmant is considering these reports,

Hence, conscicusly, we have taken the present wrangemenl as “given' and have made our
recommendations within the existing framework of devolution of fimds, functions and fimctionaries.

4.1.3 Practical challenges experienced by the Commission- poor quality of financial
records or non-availability of records:

SFC has ulreudy elaborated this issue in the earlier chapter on Methodology. SFC hus repeated
thig difficulty in many places of the report. The non-availability of reliable data restricied SFC in
doing sharp linancial duta analysis and coming to conelusions and recommendations on the basis
of data slone, So our recommendations ure based on both the data that was made available, but
also on the feedback we received from the field officials and non-officials, study of earlier reports
und certain mferences we could draw. We have tried to ensure that each method we adopted
reinforced the other

4.1.4  Need for differentiating between different categories of LBs:

The SFC gquickly noted that what is true for one category of LB is not necessanly true for another.
There are many factors ut play. For instance, some of the Municipal Councils (like Khopali-
Raigad District) find Sahayyak Anudan adequate o meet not only the salaries but also 1o meet
other expenditure mentioned in the priority list. Whereas other ULBs in other parts of the state
find Suhayyak Anudaan inadequate even to meet their core salary expenses.

Likewise, the challenges faced by big and ever growing peri-urban GPs (near Pune or other big
cities)are very different from remote ribal PESA GPs.

The implication is that it would be inappropriate to nggregate figures of all ULBs oreven GPs in a
routine way. It would amount to adding apples and oranges jusi because they are [fuits.
Therefore, SFC has consciously not aggregated the figures for all ULBs or PRI together. It has
collected and displayed the information for each category of LB separately, to enable sharper
analysis and have a better understanding of 1.Bs.

4.1.5  Challenges relating to *norms’ based recommendation:

Enrlier Central Finance Commissions in thewr chapter on Local Bodies have suggested thut SFCs
should work out the amount to be given to LBs based on norms rather than on current data. The
Twelfth Cenrral Finance Commission for instance has observed that *the SFCs should follow a
normative approach in assessment of revenues and expenditire rather than make forecasts based
on historic records . (para®.31)
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The Thirteenth Central Finance Commission has also emphasized the need for service level
benchmarks, and in fact had made it 3 condition for performance grants.

This SFC worked oul the tentaiive capital invesiment that may be required (o reach service level
benchmarks of service in various categories of sample cities m Maharashira. Tt will be seen that it
comes Lo 4 staggering amount {see Chapler 8, Assessment ol Finances of ULBs - Paragraph §.32),

The SFC has taken the position that however desirable. considering the financial requirements,
the normative approach will have to wait for another day.

4.1.6  Fiscal space available and GST related issues:

The role of SFC 15 essennally to recommend how much resources need to be given to LBs, apart
from what they are able to mobilise themselves. The mandate of the SFC specifically requires us
to factor the State Government's financial requirements and future commitments into
consideration as well,

In this context, some ohservations about GST are necessary. The historic GST was introduced on
1.7.2017. 1t has subsuried many taxes (like octroi, local body tax. entertainment tax), leaving
virtuilly only the property tax as a main spurce of ingame to ULBs. There his only been one full
year complete under the GST regime that is 2018-19,

We have taken the position that GST is a massive change in tax regime. In the first two years there
has been an 8% revenue growth in Maharashiea, However, we are of the view that these are early years,
and it will take at least three to five years to get a clear picture of the impact of GST on state finances.

4.2 Theapproach we have adopted in making recommendations:
4.2.1 Strategic approach- support to vary for different categories of ULBs:

The SFC has also taken & conscious approach that considering the varicly, size and local factors
mvolved, one solution or one strategy may not help all category of PRIs and ULBs. Hence, it has
very consciously distinguished between the type of support needed by each category of LB.

Just 1o illustrate, we have recommended subsidisation of the cost of pumping water from distant
sources, that is geographically disadvantaged ULHBs. We have recommended it only for DD Class
Municipal Corporations and below, and the formula we have given (based on MJPs technical
advice) is linked to the distance. (Chapter 8. Assessment of Finances of ULBs - Paragraph 8. 47)

Likewise, we have reconimended that Government should meel the cost of land acquisition only
for B Class Municipal Couneils, C Class Municipal Councils and Nagar Panchayats and that too
only forsix essential core nctivities,
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In the case of ZPs we have recommended additional support by way of grant in aid only for those
ZPs whose stamp duty (assigned taxes) income is below the state average and not to all ZPs.

Thus the recommendations are nghly need based and category-specific.
4.2.2 Approach to higher size ULBs (C Class Municipal Corporation and above):

There are 27 Municipal Corporations in Maharashtra, Out of this the top ten Municipal
Corporations are Greater Mumbai (A+ category), Pune & Nugpur (A category), Nasik,
Pimpri-Chinchwad, & Thane (B Category), Aurangabad, Vasai-Virar, Kalyan-Dombivali
and Navi Mumbai (C Category). We have pointed out how the bigger Municipal
Corporations are different from other smaller size ULBs in Para 8.18 and 8.19 in the
Chiapter on ULBs. The bigger size ULBs (up to Class C Municipal Corporations) need a
different type of support like capacity building to help them shift to double entry accounts,
use of GIS to capture all taxable property, technical support for hiring consultants, better
capacities to mobilise loans from open market etc. We have therefore provided the detailed
resourge analysis for the Municipal Corporation D class and below only, where about 43%
ofthe total urban population live.

4.1.3: Continuity of existing pattern and calibrated change:

In gur recommendations we have chosen the approach of continuity of existing pattern with
necessary tweaking here and there rather than any radical change. For instance. we have
suggesied a small chunge in Section 108 of the Municipal Tax and introduction of the phrase
‘environment management fees”, This little change will open a window for many small ULBs to
generate small but regular fee income from tourist visitors or who come in huge numbers during a
yatra, etc. Even in case of a major reform that we have recommended namely thar of shifting
professional tax to LBs, we have suggested that it be shifted in a phased way.

4.2.3: ‘Kuizen’ approach- small, incremental improvements:

Closely linked to the approach indicated in earlier paragraph, we have also followed the *Kaizen'
approuch - recommending small incremental and doable improvements, For instance, we have
suggested adding the word "agreement 1o sale” in Section 149A of the Municipal Corporation Act.
We have alse suggested updating of all existing byelaws and circulating certaln model byelaws
and refix the minimum and maximum rate of fines, fees and such levies by ULBs, Likewise for
Grampanchayats we have proposed for amendments of the Rules relating to levy of various fees
and fines. These small initiatives will immediately open the doors for increasing the revenue of
LBs.
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4.24 Need for removal of clutter:

Another approach we have taken is emphasizing the need to removal of clutier in many practices
and procedures relating to funds release to LBs. For instance, still some funds are released
annually from budget as compensatory grants o some Zilla Parishads. gram panchayats and
urban bodies. They were fixed in the 1960 or earlier, when the Government withdrew the
taxation powers of LBs to levy vehicle tax, octroi and some other taxes. Now, these amounts
released are paltry smowunts, Likewise the procedure for release of forest grants or land revenue
granls are most cumbersome. We have made suitable recommendations to remove the old
cobwebs and clutter in Acts, Rules and GRs.

4.2.5: Distinguishing between own funds and pass through funds:

Another approach we have taken is to disinguish between ‘own fimds” of a 1L Bs and “pass
through funds®. This s very striking in the case of Zilla Panshad, where the own funds constitule
Just 3% and 97% are Government funds just passing through Zilla Parishad for implementation.
We distinguish between the sutonomous funds and funds received by them as “agencyv”. We have
focussed only on *own [unds' as others are purposive grants and in our view outside the scope of
our mandaste.

4.2.6: Focussed approach for best use of available resources:

Anothér approach we have taken is o recommend support in the specific areas where it is most
fieeded. This would enable best use of scarce public resources, instead of spreading it
everywhere. Thus, for instance we have recommended meeting the cost of land scquisition for
selected public amenities only for small Municipalities and Nagar panchayats.

4.2.7: Best practice-case studies to show that it is possible

We have shared a number of best practices that was observed in the field, to show that even within
the existing framework how some LBs are finding creative, healthy solutions in the field. These
practices are replicable and need to be taken up by other ULBs as well.

4.1.8: Long term capacity building

Finally, we hayve taken the approach that in certain areas long term capacity building is required 50
that LBs themselves wre able to address and solve the issues themselves, This alone is a
sustainable solution, One suggestion we have made is to start a dedicated mission for improving
the accounts and finaneial data in this category of Capacity Building.




State Finances

Miharashira enscted the Maharashira Fiscal Responsibility and Budgetary Management Rules
in 2006 (amended in 2008 ) us per the guidelines of the central FRBM Act, 2005,

The thrust of improving the hinances of the State is on reducing the reverme deficit, improving
quality of expenditure, containing fiscal deficit and maintain public debt within prescobed levels.
The stiategy for achieving this is by reducing the committed expenditure, increasing capital
expenditure to ensure higher investments in social and economic infrastructure and better cash
and debt management.

5 Current Fiscal Situation

Since 2000-10, the State has been successtul in maintaining the fiscal deficit below the 3 per cem
level preseribed in the FRBM act. The Government has been able to curtail its Fiscal Deficit from
a peak of (<) 3.1 per cent of GSDF in 2009-10 to (=) 1.7 percent in 2016-17. In 2017-18 the fiscal
deficit was (=) 0.96 per cent. In 2018-19 the fiscal deficit was () 2 per cent of GSDP. On the
revenue deficit front, there are some mstances of revenue account surplus during 2006-09 and
then in 2011-12. However, due to heightened expenditure on the revonue side. Maharashira's
revenue deficit has increased in the last few years.

Chart |: Trends in Deficits (%GSDP) (2005-06 to 201 8-19(BE)
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Source: Finance Accounts & Budgets of the relevant years

In 2016-17, revenue deficit was around (-) 0.38 per cent which improved to (+) 0.08 per cent in
2017-18. In 201 8-19, the revenue deficit 18 (- }0.54 percent.
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52  Trendsin Receipts

The receipis of the State Government have grown ata CAGR of 12.7 per cent during 2005-06 and
2017-18 supported by growth in revenue receipts. The total receipt of the State in 2017-18 was
Rs.3,06,113 crores and are budgeted 1o go up to Rs.3,38,920 crore in 201 8- 19, owever, the share
of total receipt as per cent of GSDP has been on a declining trend. From a share of 14.9% in 2003-
(6. the share has come down to 12.3 per centin 2017-18, The decline indicates that the growth in
receipts has potkept pace with economic growth of the State. The reason for this can be attributed
tp the fact that services sector in the State is the major growth driver and before the
implementation of GST, taxation on services was under the ambit of the Central Govemment.
The share of capital receipis in total receipis is around 20-24 percent.

Chart 2; Trends in Receipls (Rs crore) (2003-04 16 2013-14BE)
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53  Growthin Revenue

The revenue receipt of the Siate is expected to expand at a CAGR of 13 8% from Rs, 39,474
crores {54.4% of total receipts) in 2005-06 to Rs, 3.01.460 crores in 2018-19 (RE), State’s own
revenue with s share of 62.7 percent in 2018-19 is the major component of revenue receipt,
followed by share i central taxes (14 per cent) and grants (12.76%).
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Chart 3 & 4; Trends in Revenuc Receipts (Rs crore) and Share in Total Revenue Receipt (%a)
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Own Tax Revenues: There has been a big vartation in the growth of own tax revemue collection.
Tax revenue of the State has jumped from Rs. 1,67 947 crores m 2017-18 to Rs. 1,885,931 crore m
2018-19(RE). growing at 12.5 per cent.

Chart5 and 6! Components of Own Tax Revenue (%eshare m OTR n 2016-17 and 2018-19 (B.E)
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Source: Finance Accounts & Budgets of the relevant years

Before the introduction of GS'T, the major component of state's Own Tax Revenues was sales tax
with a share of 60%, With the change in the wxation struciure, GST has become the major
contributor to Stute's own tax revenue. [n 2018-19, the GST collection grow by 77% to Rs, 90,140
crore (gross collection pre refund) from Rs. 50,977 crore in 2017-18. One of the reasons for high
growth is that GST was collected only for 9 months in 2017-18. However, the state also expects
buoyunt collection from GST in future as the number of registered payees has seen substantial

jump.
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Chart 7: Trends in Own Tax Revenue (Rs. crore)
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5.3.2 Goodsand Service Tax

GST:The histaric GST was introduced on 1st July 2017, In Maharashira, thirteen laxes were
subsuried i GST. This included the octroi of Greater Mumbai Municipal Corporation. ILis seen
that for the first vear (1.7.2017 1o 30.6,2018) there 15 an overall increase of 8% increase vis & vis
collection from VAT and other subsumed taxes for the same period in previous years. There 15 a
lag between filing of returns and actual receipts. Likewise, in 201 8-19 there is a growth of 8%
from that of previous year. These being early vears; it would be premature to comment on its
impact from revenue side. GST is awork 1o progress with continuons improvements taking place.

However, it [s seen that tax payers (dealer) base has inereased by 20% during this period and now
there are 30,000 new registrations every month. This is o very positive imdication showing both
widenmg and deepening of the tax base, indicating positive trends for the future.

53.3 Non-Tax Revenue

Non-Tax Revenve: Maharashtra's own non-lax revenue have grown almost four times since
2005-06, from Rs. 5,935 crores to Rs. 17,050 crores in 2018-19 (RE.). However, the share of non-
lux revenue has been onadecline.
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Chart 8: Non-Tax Revenue (Rs, Crore) and % in Total Revenue (2005-06 Lo 2018-19)
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The main component of non-1ax revenue are interest receipts, dividends and profits, economic
services, general services and socil services. The economic services have been the major
contributor of non-tux revenue with an average share of 40 per cenl. Interest, dividends und
profits contribute around 20 per cent to non-tax revenue of the State. One of the reasons for lower
non-lax revenue is the low cost recovery from providing the economic and social services, The
recovery for economic services have dechined from 4.39% during 2005-10 10 2.49% in 2015-18,
The cuncellution of tolls and the declining dividends has adversely impacted to non-tax revenue
collection of the State.

534 Sharein Central Taxes and Grant-in-Aid

The devolution of central taxes was inereased from 32% in the FC-XTIT 1o 42% in the FC-XIV,
Thas has tmproved the overall devolution of taxes to the Stute Government. The shure of central
taxes to the State Government as a per cent of GSDP grew from 2.02% m the FC-XT 10 2.52% mn
the FC-XTV.
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Chart?: Trends in Central Tax Develution (Rs, crare)
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5.3.5 Granis-in-Aid: On the other hand, with the increase in tax devolution, the grants from the
Centre to the States has reduced. This was due to the fact that some of the Central Sponsored
Schemes (CS8) were discontinued and the expense sharing ratio of the remamning CSS were
revised with an increased burden on the Sate.

Chart 100 and 11; Trends in Grants-in-Aid from Central Government (Rs. crore) and Growth
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51  Expenditure Management

The State’s Total Expenditure grew from Rs 72,362 crore in 2005-06 to Rs 3, 38,319 crore in
2018-19(BE). However, as a % of GSDP, it shrank from 14.9 per cent n 2005-06 to 12.1 percent
m 2018-19(BE), This is the main reason for the improved fiscal position of the siate. The major
expenditure of the State is on revenue side.

Chart 12: Trends in Revenue & Capital Expenditure (% of GSDP)
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5.4.1 Revenue Expenditure: The share of revenue expendituee in total expenditure has increased
in the last decade, jumping from 75.7% in 2008-09 (o 88.9% in 2018-19 (B.E). The reason for
increase was rising salary and pension expenditure especially during 2009-10 to 2013-14 and
expenditure on social services. However, the growth in salary and pension expenditure slowed
down as the Government {roze the recruitment in 2015 and implemented new Pension Scheme
(NPS). The State's expenditure on social services like education and health has increased
marginally over the period of time.

5.4.2 Coramitted Expenditure: Above 50% of the revenue receipt of the state is spent on salary,
pension and interest. The expenditure on salary and pension is expected to rise in fiscal 2018-19
due to implementation of the 7th pay commission recommendations. ITowever, one of the
positives for the State 15 the decline in the share of interest payment to revenue receipts which has
come down from a high of 17.0 per cent in 2009-10 to 12,0 per cent during 2018-19 (B.E), This is
an indicator of'a good debt management by the State,
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Chart 13: Share of Salary. Pension and Interest Payment as % of Revenue Receipts
(2008-09 10 2018-19 (B.E)
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54.3 Capital Expenditure: The share of capital expenditure hins almost halved from 24% in
2008-09'10 11% in 2018-19 (RE). The declining trend of capital expenditure as a per cent of
GSDP 15 4 concern. [t may however be pertinent 10 point oul that the State Governmeni 1§ making
substantial grants to Urban Local Bodies and Panchayati Raj Institutions for creation ol capital
ussels. While this expenditure is correctly reflected in the State Govemment's sccounts as
Revenue Expenditure, it nonetheless results in creation of cupital assets m the state.

Apart from that, a large number of parastatals like Mumbal Metropolitan Regional Development
Authority (MMRDA), Maharashira State Road Development Authority (MSRDC), City and
Industrial Development Corporation (CIDCO), Maharashtra Industrial Developrent
Corporation (MIDC) etc., are investing over Rs.2 lakh crore in creation of infrastructure which is
not reflected wn the State budgets.

51  DebtManagement

The State has witnessed a marked improvement in its debt position over the period of 2005 to
2018 with a major shift in the debt composition, The total debi 1o GSDP ratio had a steady decline
[rom 25.5% in 2005-06 10 14.82% in 2018-19 (RE}. Al the end of 2018-19, the size of the
oulstanding debt was Rs, 4,14,41 lcrare by the end of 2018-19. The main components of the
State's debt are Open Market Borrowings followed by National Small Savings Fund (NSSF).
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Chart 15: Debt composition (e, 2017-18)
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[nterest as a percent of Revenue Receipls has progressively dechined [rom a lugh of 21% in
2005-06 down to 11,84 % in 2018-19 (R.E) with the compositional shill in the debl structure.

Chart 16: Trends in Interest as % of Revenue Receipts
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5.5.1 Government Initiatives for Debt management: Many initiatives have been taken (o
reduce the debi burden of the Staie. Since the year 2017-18, Governmenl has made changes in its
market borrowing process for improving secondary markel liquidity through reissuance of
previously issued securities. Improved secondary market liquidity of Maharashtrs SDL has
helped the State feich better yields, thereby reducing debt and interest burden of state by Rs 904
crore.

Additionally, indicative quarterly calendar for Open Market Borrowings (OMBs) has been made
to help investors plan their SDL investnient dec¢isions. The calendar contains information about
amount of security, tenure of security and whether it's a fresh issue or reissue. The State has by
and large stuck to ils borrowing calender which has helped developing positive investor
sentiment for Maharashtra SDL and helped government fetch relatively low interest rates.

5.6  Tinancial Projections for the period 2019-2025

Table 8 : Financial projections for the period 2020-25:

Aty of GSDP 2016- | 2017- | 2018- | 2019- | 2020 | 2021-| 2022- | 2023-| 2024~
- - 17 | 18 [19(RE)| 20 (F)| 21 (F)| 22/(F)| 23 (F)| 24 (F)| 25.(F) |
Totkl Revenue Receipts 9.0% | 9.76% | 10.78% | 10.67% | 9.6% | 24% | 9.2% | 8.9% | 8.™
Staio Own Tax Revenue 6.6% | 6.72% | 6.75% | 6.73% | T.1% | 7.0% | 6.8% | 6.7 | 6.6%
Stole Man Tax Revenue 0.6% | 066% | D.61% | 0.53% | 0.6% | 0.5% | 0.5% | 0.5% | D.4%
Shasa in Central Tuxes 1.5% | 1.5% | 6% | 1.5% | 15% ] 1.5% ] 1% | L4%] 14%
Cirainitg-in -Aid from the Centre | 1.0% | T4% | 11% | 1.1% | 1.0% | 0.9% | 0.9% | 0.8% | 0.8%
Revenue Expenditure 94% | 9.67% | 10.78% | 10.67%| 10.3%] 102%) 10.1%] 10.0%] 9.9%;
Salaries Pension 07% | 0.7% | 0.7% | 0.8% | 0.8% | 0.7% | 0.7% | 0.7% | 0.7%
Inteyast 13% | 1:3% | 012% | 1.3% | 13%] 1.2% ] 12% ] 1.2%] 12%
Rovenue Deficit 0.4% [(+10.08% 0.54% | 0.63% | 0.6% | 0.8% | 0.9% | 1.0% | 1.2%
Totul Capital Receipty 1% | 1.9% %% | 1.9% | 2.0% | 2.0% 1 221% | 2.1% | 2.2%
Cupifnl Expendiluce 14% | 1.3% 3% | L% | 1.3% ) 12% ) 1% | L% 1.0%
Fisus! Deficit 17% | N96% | 2% | 1.92% | 1.9% | 1.9% | 2.0% | 2.0% | 2.1%
Primury Deficit 04% | 05% | 0.6% | 0.6% | 06% | 0.7% | 0.7% | 0,8% | 0.9%
Debt Stock

Interost as 0 % of Total 13.9% | 13.559% | T184% | 11,1996 | 13.0%| 13.2%] 13.4%| 13.6% 13.8%
Rovenue Receipts® |
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5.7  SFC'sassessment of the fiscal position in 2020-25 period:

This SFC is submitting its report for the period 2020-25. The following points needs to be
factored i the assessment of the State's finances for this penod:

(#)  Impact of the award of the 7th Pav Commission: The State Government has
announced the implementation of the 7th pay commission for State Government
employees as well as those of grant in aid institutions in early 2019, This will lead to an
additional outflow on salaries and pension of Rs. 14,000 crores per annum due (o higher
pay scales. In addition, there is puyment of arrears from 1.1.2016, of Rs. 38,6535 crores.
This is 1o be paid m 5 years. Thus the additional outflow waorks out to Rs. 21,731
((14000+38655)/5) crores per anmum {or salunes and mstellment of arrears for the next
few year,

(b)  GST: As claborated above, GST has just completed | year 9 months as on 31.3.2019. It
has grown at a healilyy 8%, but still it will take some time for GST to stabilize both in the
State and i the country. At present, the arrangement is that all State Government will
teceive [rom Central Government a differential amount as compensation. This is
calculated at 14% annual growth rate keeping 2015-16 as the base tax year If the tax
collection of the State is less, the difference will be given by the State. However, this
support 18 only for five years from introduction of GST. This will end on 30.6.2022,
Therefore, it is not known what wall be the mypuct on State's finance ufter this back up
support 18 withdrawn. At the same tme, the Stale Government has commitied isell o
give GST compensation to Municipal Corporations sl projected 8% growth.

(c) Huge number of retirement in the next few years: Furither, a huge number of retirement
of Government staff are expected during the 2020-25 period. This will mean substantial
outflow of resources as terminal benefits.

5.8 SFC's overall assessment:

Considering all this, the discretionary fiscal space that will be available will continue to be rather
low in the next few vears.

Al the same time, considermg that the Sute Government has been within the FRBM framewaork
us reparding budgetary deficit  and debt norms and revenue deficit is marginal, there is certainly
spuce availuble for focused, need bared support to Local Bodies. Likewise, there is scope for
some critical mvestments, which has the capacity to trigger much larger benefits for the Local
Bodigs. etther immediately or in the long term.
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Assessment of Finances of Zilla Parishad and
Panchayat Samitis

6.1  Zilla Parishads- the legal position:

In Maharashtra, there are two Acts for Panchayat Raj administration and management, Onpe is the
Maharashira Zilla Parishads and Panchayat Samifi Act, 1961 covering the District Panchavais
(called as Zilla Panshads-ZPs) and Intenmediate Panchayats (called as Panchayat Sanitis-PS).
The other is the Maharashtra Village Panchayats Act, 1959 for the Grumpanchayats. We will
consider the financial issues relating to the Zilla Parishads and Panchayat Samitis in this chapter.

Zilla Parishads are the district level bodies and of all the three levels of Panchayat Raj institutions,
it 18 financially and admmmistratively the strongest m Maharashira. There are 34 Zilla Panshads in
the State now. The intermediate level of Panchavat Raj institution are known as Panchayat
Samitis in Maharashira. It is coterminous with the area of a revenue tehsil (1aluka). There are 351
Panchayat Samitis in the State.

A Zilla Parishad is a body corporate having powers and functions as defined in the Zilla Parishads
and Panchayat Samitis Act, 1961. It consists of elected councillors chosen by direct election from
electoral divisions m a chstrict, There is now rotational reservation for the councillor's seals in a
Zilla Panishad and (he member's seats in Panchayat Samiti. In addinon, there 15 rotational
reservation from amongst various communities for the posts like Zilla Parishad President, and
Panchayat Sumiti Chairman. Further, 30% of the seats and posts are also reserved for women
(horizontal reservation),

The First Schedule of the Zilla Parishads and Panchayat Samitis Acl. 1961 (Section 100) is called
the District list. It contains the list of subjects which have been transferred (o the Zilla Parishads
by the State Government. The ZPs have to maintain a 'District Fund' under Section 130 of the ZP
& PS Acl. The money which is received froim the Government or from its own sources is credited
(6 the district fund and then spent out of this Distriet Fund.

6.2 Panchayat Samitis- the legal position:

The Panchayat Samitis are not independent legal entities. They are sometlung like
‘implementation arms’ of the Zilla Parishads. Thoy essentially implement the ZP decisions. There
15 i single ZP st cadee and the CAFO controls the finances of Panchaval Samuiti as welll A
consolidated linancial statement and budget is prepared for ZP and PS together. They have very
limnited source of own income (this 15 being discussed in detail luter) and very little autonomy in
their workimg.




6.3  Status of Panchayat Raj institutions in other States:

Maharashtra was considered a pioneer m Panchayat Raj admunistration. Many States were
substantially lagging behind Maharashtra till 1990s. However, the historic 73rd constitutional
amendment (operationalized from 24.4.1993) introduced vanous amendments to the
Constitution under Article 243 and gave a 'constitutional status’ 1o the Panchayat Raj. Key
[eatures of these copstitutional amendments were:

(a) Introduction of three uers ol Panchavat Raj in all States (with some exceptions for smaller
states)

(b)  Regularelections for them, supervised by a State Election Commissioner

() Reservation of seats for SC/ST and women (honizontal reservation) and reservation in the
offices of Chairman of the three levels of Panchayais

{d) Introduction of the institution of State Finance Commission

As a result of these constitutional Amendments, many Siate Govermnments re-organized their
Panchayat Raj administration in the 1990's, by revamping their State Acts. Some States retained
or provided for strong district panchayats (like Maharashtra. Karnataka), some opted for strong
infermediate panchayats (like in Andhra Prodesh or Tamil Nadu - called Mandal Panchayats in
Andhri Pradesh and Panchayut Unions in Taimil Nudu) and some for strong Grampuanchayats
{Kerala, West Bengal), Thus, step by step, the gap (hat existed between Maharashira and other
States in Panchayat Ray implementation 1l the 73rd Constitinional amendment has reduced
subsequent to 1953

6.4  Changing role of Zilla Parishad and Panchayat Samitis in Maharashtra in the last
sixty years:

The striking change that is noticed about ZPs in Maharashtra is their changed role over the years
since il was established. In the first two decades of their exisience (1960-80) the ZPs own income
(from wssigned wxes and other sources ) was relatively higher, if we sce itas an overall percentage
of their total income from all sources. In the 1960-80 phase the ZP own income through assigned
taxes (see discussion below) was high und the State Government or Central Governmient did nol
have so many development schemes. During this period, using their own income, many ZPs
started their ownschemes, organised awareness campaigns on agriculture, animal husbandry and
related issues. Some Zilla Parishad had even set up their own printing presses (Example: Satara,
Sangli, Yavatmal, etc.) some their own cattle feed mix plant (Example: Chandrapur) and showed
many initiatives in rural development.

After the 1980' the Government schemes expanded very fast while the own income of ZPs
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shrunk as a percentage of the total income. One reason is that ZPs do not have power to tax, but are
tolally depenclent on assigned tax income of the State Government, Many of these assigned taxes
are such that they are not buovant anyvmare. This is being discussed later in the chapter.

Thus, over the years, ZPs have become more and more an ‘implementing agency’ of Government
schemes, with certain rights of administrative approval and monitoring as provided in ZP & PS
Act. Most of the guidelines regarding Government schemes are water tight, so actually ZPs have
very little space to decide much on their own. Further, out of the funds received from Government
most of the expenditure is on establishment heads (earlier called non-plan) like teacher's salary,
anganwadi workers salary or health worker's salary. Here also everything is as per Government
GR and the elected body of the ZP has very little role.

Table 9 : Funds received through various channels by ZP :

(Rs. in Lakhs)
“‘t‘:’m Al ZP own
BNo | it | foemtered | underwpeicy oo | B
schemes (Section | scheme ceas)
10) (Section 123)
Palghar | 86310 608 | 3720
I Percentage of N 7% 49 96838
- Total Income L
Mushik | 1,57,308 13.582 4,681
2 Percentage of - " - 1.75.572
Total Income e 5% ks
| Satara ' 1.16,357 6,631 3,225
3 Percentage of ¥ - iz 1.26.214
Toral Income. S il
| Latur I 71,010 4308 | 1.022
4 Percentage of ™ ” " 76,430
Total Income . ?3’“__— _?u__ _1_'____
l'_ Amruvati I 97,833 7,159 2,224
5 Percentage of " L7216
5 749, d
Total Income 1% o 2%
| Wardha ! 40649 3,2%1 2574
0 Percentage of " - ¥ 46,503
Total Income i5% L i
Average | 94,911 6,977 2,908
7 Percentoge of 90% 7% 39 104,795
Total Income




Chart 17: Zilla Parishad - Average own Income
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6.5 Zilla Parishads - Sources of Income for the "District Fund':

As mentioned tn Para 1.1, all the meomes of the Zilla Panshad from whatever sources must be
credited to the District Fund., The income side of the District Fund can be shown
diagrammatically as follows:

Chart 18: Sources of Income for the ZP District Fund
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6.5.1 Funds received for transferred or agency schemes of the State Government-
purposive grants:

Zilla 'Panshads receive funds from the State or Central Government for implementation of
schemes, They can be relating to subjects ransferred by the State Government (as per Section
100 of the ZP & PS Act) like primary education, public health, animal hushandry. women and
child welfare, minor irrigation upto hundred hectares benefit area or village roads, etc. There are
#lso some schemes where subject 15 with the State Govemment but which are implemented by the
Zilla Parishad as an agency schenie (as per Section 123 of the ZP & PS Act), We can call both of
these funds received from Government as ‘purposive grants' under Seetion 182 of the ZP & PS Aet.

Tn addition, ZPs also receive substantial establishment grants (Section 183) for implemeniing the
transferred schemes of the Government. These are the salanes ol employees of all Departments in
ZPs like primary school teachers, primary health staff and other categories like anganwadi sevika
o[ TCDS services, elc.

Both the scheme grants and establishments grants are specific or tied granis and ZP is expected to
implement them as per Government guidelines, There is no margin for the ZP elected councillors
to decide much of its own in these matters, except to take the matter to their various Commitiee of
ZPsto give administrative approval or approve the contractors or suppliers. As pointed out in para
1.4 above these type of purposive grants constitutes 97% of the total income of the Zilla Panishads
L present. ZPs have primanly become ‘pass through' or implementing agencies of Government
schemes.

6.5.2 Tunds received as "own income’ - Popularly ealled "ZP Cess income':

ZP own income, where the elected members can (theoretically) chose 10 spend the funds as per
their felt priotities (subject o broad guidelines or direction given by the State Government) is
very limitec. [t constitutes just about 3% of the total funds received by the Zilla Parishad, at
present (see analysis in para 6.4). Itis popularly called 'Cess Income’ by the ZP non-officials. But
in practice, the own income consists of both cess income (assigned taxes), non-tix and other mcome,

6.6  Need for revisiting the entire ZP and PS Act:

The present PRI gtructure i Zilla Parishad (distnet) centric and with an administratively and
financially very weak intermedinte punchayat (Panchayat Samiti),
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Present architecture of Panchavat Raj in Maharashtra:

Table 10: Present architecture of Panchayat Raj :

Sr. Function Zilla Parishad Panchayat Samiti | Remarks
No.
l Relative Strong Weak, dependent | -
administrative solely on ZP
strength
2 Main role Implementing Extended arm of | At least 90% of
agency for Central | ZP in the funds received
and Government mmplementation and work of ZP
schemes for comes under this
transferred subjects category
3 Autonomy in Not much. Afier the | PS do oot have any | They have to be
transferred funds are received, role ay all implemented
schiemes the various ZP administrative within the
Committees give approval and framework of
Administrative tenders are made at | existing
approval and ZP level Government
technical approval, guidelines
do the tendering,
identifies the
conlractor elc,
4 Estabbshment There are about 60 PS do not have any | The ZP's do not
matters ZP emiployee cadres, | independent staff | have any role in
They get 100% cadre establishment
salary from policy matter
Government and are except transfer of
bound by all ZP swif and
ﬁmmnlcnt I.'LII'ES. illlucul;inn U[ their
work
5 Capacily o Very limited. Very poor. Excepl
mobilise own Almost most of the | share of land
ZP resources amounls are received revenue grunl they
for own a5 assigned taxes, or | hardly get any
schomes (cess | grant in wid, other assigned
fund) Capacity to mobilise | grant. So own
addutional resources | funds acuvity of
from any other PS are almost Nil
source Is very
limited. ZPs do nol
have power of
taxation.
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Freedom in Only partly. Because| Panchayat Samiti | A number of
priontising use | 55% of own funds also have to be order directions
of own cess are pre-emipled by | spent compulsorily | under Section 261
funds Governmen| on certain of Act has much
guidelines as they activities like reduced the
have 1o be spent wornen and child | margin of
compulsorily on welfare, weaker discretion to the
certamn activities like | section welfare, ZP body
women and child wellire of
welfare, weaker physically
section welfare, challenged,
welfare of physically| drmking water eic.
challenged, drinking
walter ele.
Role of ZP a8 | Marginal. As Position of We can call ZP as
third tier of pointed out Panchayat Samiti | implementing
Govemance elsewhere, only 15 almost agencies with
with about 3-5% of the negligible as they | some monitoring
sulonomous funds ure its own do not receive any | powers by elected
source of funds. Even for that | funds as own non officials,
income and they are dependent | income excepl &
[reedom o on Govemment for | share of land They cannol be
decide theis release of assigned | revenue cess, called as
method and taxes. They do not mdependent
manner of have power of agencies of
spending, laxation or mobilise democratic
own income like ROVEmance as
Grampanchayats. On their financial and
the expenditure side admmistrative
also they are POWErs are
constrained by extremely hmited
virjous ordess and and constrained.
guidelines.

The Rural Development Department has already appointed the Sudhir Thakare Committee,
which has submitted its report to the Govermment regarding reforms in Panchayat Raj
admanistration,

The SFC is of the opinion that there is need to revisit the design of the entire Panchayat Raj
structure (created in 1960s) in Maharashira in the very changed nulicu,
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6.7  RoleofState Finance Commission regarding ZP and PS resources:

The roleof SFC is defined by 1ts mandate. It has 1o give its reconunzndations within the present
framework of the ZP & PS Act. Therefore, the recommendations that follow are built on the
‘given’ situation. Further, this SFC very consciously is not touching or commentmg on the almost
45%-97% State Government schemes and establishment funds routed through the ZP system for
implementation. These are the Central and State Govermment schemes for primary education.
primary health, and animal husbandry, agriculture, ICDS and other schemes. There are also huge
establishment grants. Each ZP has almaost 10,000 teachers. 1o all the establishment and scheme
grants received by the ZP and éredited in ZP Fund' there are tight guidelines and limited financial
discretion at level of ZP. ZP is just an implementing agency. Therefore, commenting on the State
Government schemes or establishment grants would, in our opinion, go outside the mandate of
the SFC. So westick to our boundaries.

Therefore, the jssue that is being considered in this chapter is only the own '[ree’ income of ZP and
P5. This income comes to ZP through assigned taxes backed by law and various Government
ordersissued from time to time. These own funds, is used by ZP and P'S for two purposes:

(a)  Tomeet expenses of their own non officials and related establishment, which in tum
facilitates proper monitoring of the over 95% funds made available to ZP for
implementing Government schemes

(by  Totake up locally relevant and felt need schemes.

[n short, our analysis and recommendations heremnalier RELATE ONLY to the robust
management of the Own Income of the Zilla Parishads and Panchayat Samit.

6.8 Saurces of own income of the Zilla Parishads:
The sources of own income of a Zilla Parishad are:

(#) Assigned laxes
{h) Non-tax incorme

(¢)  Spectfic grantin aid of the Stute Government

We can show the own income of Zilla Parishads diagrammatically as follows:
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Chart 19: Sourees of Own Income of ZP

| Own Income of |

Zilla Parishad
! | |
Assigned Taxes as
provided in ZP and PS "anp;ﬁ{E of Zilla Grant-in-Aid
Act, 1961 >
=  RentonZP *« Certain old
* Land Revenue Proparty Government
Cesses = Agency fee under grants (in lieu of
= Additional Zp section 123 professional tax
Stamp duty * Tender foe ete.)
*  Forest Grants *  Various = Central Finance
« |rrigation Cess application fees Commission
*  Interest Income grants

s Misc. Income

6.9  Assigned taxes:

Assigned taxes mean those taxes which are levied by the State Government and recovered by
them, and on which a share is passed on to the Zilla Parishad for their sustenance.

There are four sources of assigned taxes for a Zilla Parishad:

(1) Land Revenue Grants
(i) Stamp Duty Cess

(li)  Share ol Forest Revenue
(lv)  lerigation Cess

All of ti) to (iv) above find mention in the Zilla Parishad Act itself, that is they are bucked by
legislature, The intention of the legislature in putting the assigned taxes in the Act itself way back
1 the 1960's (when it was enacted) was cerfainly that the ZP should get an assured amount which
cannol be modified by the Government of the day. It is to be pointed out that since there was no
State Iinance Commission in those days, so perhaps it was thought that ZP will be financially
sustainable by giving them such assigned taxes, We analyse them in detail as below:

69,1, Income from share of Land Revenue

When the Zilla Parishad and Panchayat Samiti Act was enacted i 1961 the economy was
predominantly agrarian. Land revenue was an important source of income for the State,
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particularly so [rom in rural areus. Zilla Parishads and Panchayat Samitis were meant for rural
areas. Therefore, the rural population {or firmers) were direcled to contnbute over and above
what they pay as core lund revenue (1o the Stale) certain additional amounts to the Government
for running of their own panchavat raj institutions. This was known us ZP and PS cess. The
provigions for this have been made in the ZP & PS Act itself. 1L is as follows:

Table 11: Provisions for ZF & PS Cess from lund revenue income :

S| Nameof PRI | Natureof | Section of ZP & |
No. assigned | PS Act and for

tax/own income | Government GR |
Cess on land

Section 144
revenie

1| Zilla Parishad
(ZF)

Rz2 on Rsl land
revenue collected- that is
200% cess on normal
land revenue- the
Revenue  Department
(that 1s the Collector)
collects it, and transfers
through the Government
o the ZPs.

Up to ReS on Re ] land
revenue - as additional
cess over and above
Rs. 2, after passing a
ZP resolution. This s
to be shared by the ZP
and concerned PS v the
ratio of 40:60 that is ZP
will get Rs. 2 and PS
Rs.3 All ZPs have passed
this resolution decades
back

-2

Additional cess | Section 155

on land revenue

Zilla Parishads &
Panchayat Samitis
(ZP&PS)

3 | ZPand PS

Matching grant

Section 185, read
with RDD GR
deted 22 June
1994

Govermment has  fixed
the matching grant ratios
(see below) wvide RDD
GR dated 22 June 1994,
The norms are given
below separately. It will
be seen from the table
given below that ZP are
entitled for Rs.8 for Rs. |
original land revenue
collected
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Section of ZP &
PS Act and /or

Government GR

Incentive grants

Section 186 read
with RDIDD GR
dated 22 Junpe
1994

The Goyvemment may
decide to give

incentive grants to well
performing ZPs, The
Government will fix the
benchmarks of
performance and decide
on the extent of incentive
Eramis;

This is not a compulsory
grant but discretonary.
As per theRDD GR of
June 1994, an ncentive
of Rs.1.37 has been
worked for a collection
ol Rs2

ZP and PS

Conipensation
for ZP for
amount remitted
from Jand
revenue

From 1977-78.
linked to
remission of land
revenue for small
land owners uas
per Govemment
GR

Government had from
ime (o0 time, taken
policy decision to lotally
exenipt small farmers
who are paying up 1o Rs.
5 from land revenue
and ZP cess puyments,
and farmers who are
paving up to Rs. 10 from
land revenue only (but
they have to pay ZF
Ceas) However, since ZP
cess has 1o be anyway
paid. Since it 15 nol
collected from small
fanmers. the Government
steps in (0 pay the
amount due to ZP.

6.9.2 Matching grant (Section 185) - Present Guidelines:

The guidelines relating to matching grant was last issued by amendment to Rules No.
LEM/1092/CR-1989¢24 dated 22 June 1994, The table given is as follows:
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Table 12: Guidelnes relating to matching grants

'Sr. No. | Cess on land revenue Local cess rate | Matching grant amount
l First 200 paise - -
2 200-300 paise 75% 75 paise
3 301-350 paise L00% 50 paise
4 350-400 paise 150% 75 paise
- 400-700 paise 200% 600 paise
Total of maiching grant 800 paise

To surmarise, under the various categories mentioned above, the Zilla Panshad and Panchayat
Samitis are collectively entitled to receive against Re 1/~ ofbasic land revenue (called mool shet
aarg or ool aloar) us Tollows:

Table 13: Entitlement of ZP & PS for land revenue ;

Cess on basic land revenue Hs, 2

Sec 144

ﬁlddumnai Cess-Sec 155 Rs5

Mmhmg Grant —Sec 185 Bs .8 ( as per GR of 1994)

hu.muv_c  Grant - Sec | E_ﬁ_ Rs | 3_'?__(_ as per G GR u[’ " 1994)

" Total , Rs.16.37

+ Cess on Exempled Land | Rs. 3 (approx.)

revenue (o small furmers Based on actual exempted land revenue
 Grand Total Rs. 20 tm!nlmum} (16.37 + 3 munded to Zﬂ}

6.9.3 Ourobservation regarding LR cesses:

The assigned cesses based on land revenue are the oldest source of assured income for the Zilla
Panshads. We call it "assured' because it is provided for in the Zilla Panishad Act itself. However,
over the years they have faken many serious hits, We observe as follows:

{a)  Cesses are paid to Zilla Parishad as per actual collection instead of demand as
provided in Section 144,

Section 144 of ZP & PS Act. 1961 reads as follows ‘The State Government shall levy on the
conditions and in the manner hercinafier described a cess within a district at the rate of two
lundred paise or at such increased rate not exceeding seven hundred paise as may be determined
by the concerned Divisional Comimissioner under Section 1553 ‘on every rupee payable to the
State Government as ordinary land revenue . Thus, it isamply clear that the amount to be paid to
the ZP must be on arownt "payable’ that is 'on basis of demand and not on actual collection’.
Actunl collecnon depends on many exiraneous [actors. [none district the collection may be 100%
while in another district 1t may just 80%. It depends on efficiency of revenue officials. Further,
often the Government wajves Land Revenue due to drought or weather conditions fully or in part
in the State. But the ZP cess is a different category, and actally in terms of the ZP & PS Act, 1961
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the Revenue department is only an agent for callection. Thus, whether land revenue is waived or
not, the ZP cess 1s to be collected. Even ifZP cessis not collected, the obligation af the State to pay
the ZF remams in view of the provisions in the Act. Further, and more important, all the cesses are
10 be paid 1o the ZP on basis of 'demand’ and not ‘colleciion’ as per the Act itself, as pointed oul above.

However, in practice, ZPs are being paid on the basis of actoal recoveries in a particular year,
which 18 not in alignment a8 per provisions ol the Act. The Third State Finance Commission has
poinied out this clearly when 1t says 'it s thus clear that the cesses that 15 levied 1s 1o be pad
irespective of its realisation, Further even if for any reason, remission from payment of land
revenue is granted by the State Government, there will no remission in cess' (para 5.13 of 3rd SFC
report). Even though the Third State Finance Commssion submatted its report in June 2006, there
has been no action on this critical cbservation even afier thirteen vears,

(b)  Lack of clarity and confusion about the details of the LR cesses that are being
released to ZP:

Theprocedure {ollowed for relense of LR cesses to the 71’ can be shown diagrammatically as follows:
Diagram 1: Revenue ZI Cess Collection and Compilation Stages

Hevenne ZF Cess Collection and Compllation Stages
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The following table shows the present sequence of stages regarding how LR cess is collected and
reledsed to ZPs,

Table 14: Sequence of stages of ZP cess collection and release:

No.. |

Stage |

Step details

1

Every village (talathi) has the details of
original land revenue (moal akar) in Form
8B. It is maintained with the talathi.

Reportedly the core land revenue
rate was last fixed in 1930-35 at
the time ol Jamabandi’® and no
enhanced. The Form 8B (Gaon
Namuna) data on land revenue

| ends ai the tahsildar level

| ¥ ]

Using the core land revenue as the base, the
talathi adds the ZP cess (2 times), addit ional
cess (5 times), and cess on waived revenue
amount from Rs. 3 1o Rs. 10 and collects it
from the lundholder. Even iI there is a
drought and land revenue is waived, there is
‘theoretically’ no waiver of above ZP cesses

This calculation and the recovenes
made by Talathi is agaregated at
the Tahsildar level, and passed on
to the district.

Aggregation at the distriet level s done.
Matchmg grant. incentive grant and cess on
wiived revenue amount uplo Rs. 5 is also
added in the Collector Office (Revenue
Branch) usually by the Chitns.

Collection of ZP cess figures as
reported by the Tahsildars® are
aggregaied in quite a mechanical
way at the district level, The
amount  of  matching  grant,
incentive grant and waived
revenue amount upto Rs.S,
Incentive grant is to be calculated
by the Collector Office, but it is
seen that it is not calculated on
regular basis and without adding
this amount the aggregated figures
are sent to  the Divisional
Commussioner Office.

There has not been any impaortant
guidelines on this subject in last 25
years, 80 it is done in a4 routine
wWay.
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No. Step details Remarks

4 The Collector office agpregates the ZP cess | Here agam owr field visiis 10
collection figures and send it o the | Commissioner office showed that
Divisional Commissioner, who ageregates | the Revenue branch in Divisianal
the disirict figures and sends it to Mantralaya | Commissioner office does not
(Rural Development Departrient) analyse the figures. In fact because

it is ZP matter, the subject is being
dealt not by Dieputy Comnussioner
(Revenue) who is a Revenue cadre
officer but by the Deputy
Commussioner  {Development)
from ZF cadre, who has no clue as
to how cess is being collected

in the field by Revenuve department

5 In the Rural Development Department there | There is no analysis or checking of
i5 no analysis of the figures. It is ageregated | the figures at the Govemment
and then sent to Finance department for| level. As these has been no change
budgeting purposes in the subject last 25 years. the

figures are added and passed on to
Finance department

6 The Divisional Commissioner sends| Since RDD treats as relcases under
information to RDD with details like ZP | one CRC code 3604 0709, it is not
cess, additional ZJ cess, mawching grant | possible to know what is released
incentive prant, ete. However, while| as basic cess, additional cess,
budgeting RIDTI treats it as one head incentive grant and matching

grant, In other words it is' pot
possible to know whether the
Government 15 following its own
E’Uidl:‘liﬂl.‘.‘!i;

7 Finance department budgets the amount with | The ZP cess are not treated as
budgetary cuts. It treafs it as & routine | smounts that have to be given as
development function and funds are | per Act, bul as a development
allocated as per the resource position grant amenable 1o budgetary cuts

Ln short, the components of ZP cess releases (basic cess, additional cess and cess on land revenne
i3 written ofl from the farmers paying in the range of Rs. 5/~ 1o Rs, 10/-) are calculated at the Talatln
level and collecied as per (heir own subjective caleulations, The component of matching grant,
incentive grant and cess on land revenue writien-off from farmers paying upto Rs.5/- i3 finally
ageregated caleulated by Collector Office (Revenne Branch). The entire calculation 1s done by
the Talathi and the Chitnis at Collector level and it is their discretion whether they have included
evary type of ZP cess. Many of the GR's in this regard are not updated/rovisited since lony time,
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The last set of guidelines was issued 25 years back and are mostly overlooked and the figures are
aggregated mechanically at Tahsil office, Collector office, Commissioner Office and at
Government level. Since, the methodology is so complicated and caleulation left (o field officials,
the culeulation method varies from distriet to distriet. In fact, it may vary from talathi to talathi.
Release of all funds under a single CRC code 3604 0479 adds only to the problem us no analysis 1s
possible.

The SFC found it extremely difficult and it had to take much painstaking effort to know the exact
procedure from each oifice it visited, only mechanically ageregated figures were made available
from an office below without any application of mind af their level. Though officials were
handling it year alter year, they were handling i very perfunctorily and did not know the principle
behind calculation in a thorough way. It took us almost two menths and lot of cross checking 1o
figure out what is exactly happening.

In this process, needless (o say, the recipient organisation, the ZP is nowhere in the picture.
(a)  Stagnation in land revenue cesses as a source of income to ZP;

LR wasg an important source ol revenue (o the State when the ZIPand PS Act was enacted m 1961
and the ZP cess was naturally linked 1o land revenue. With total change in socio-economic profile
of the State, the land revenue is collected more for sake of record and continuity rather than for
‘revenue’ as such, Land revenue fixed in pre-independence days (in 1930-35), has not increased
and is collected more for sake of record keeping. As a percentage of total State income it is
shrinking year after year. However, since ZP cess is linked to land revenue, it has also stagnated,
and thus the ZP has become the loser.

(b}  Arbitrary budgetary cuts by Finance Department

The Finance Department has not distinguished between an assigned tax as per provisions i the
Act {(which bas to be complied) and a development scheme. Tlence, the Finance Department has
treated the LR cess as a development programme which can be subject to budgetary cuts.

694 Summary of findings:

To summarnise, the ZP land revenue cess as a source of income is stagnating as it is linked to an old
revenue source; namely Land Revenue. Further, the releases are made on basis of actual
collection of land revenue instead of demand. When the numbers are transmitted through five
laver of offices (Talathi — Tahsil - Collector Office - Commissioner Office - Mantralaya)
following a complicated procedure of budgeting and release, there is mix up and the ZP are pot
able to know what was collected in their district on their behall and what they eventually got.

Rglons uf s Eifth Dl abiiadire Stuts Tliaics Cranmizizion o et oof lacarartte

56



There is no authentic data regarding how much ZPs are receiving under each Section 144, 155,
186, and 185 of the ZP & PS Acl. Further, the Finance department also reduces the demund of
Land Revenue submitted through RDD as a routine budgetary cul.

Thus overall, the £Ps are getting lesser and lesser every year from this originally important
assigned tax and none is in a position to do analysis of the figures as aggregated from the talathi
upwards.

6.9.5 SFC'srecommendations to revamp LR grant:

(@) All releases of assigned cesses under Sections 144, 155, and 185 of the ZP & PS Act to
be made on basis of demand and not recovery

As emphatically pointed oul by the 3rd State Finance Commission itself way back in 2006, the
release of assigned Lund Revenue cess is to be made ax per the demand as clenrly provided
in Section 144, It is not correct to interpret it as based on actual collection, ITiL s 1o be based
on collection, then ZP will stand to lose due (o collection inefficiencies of the district revenue
adiministration or any annual waiver given by the Government due to drought conditions, ete.
Therefore, in terms of Act, the demand fixed by the Collector every vear (Jamabandi)
should be the basis of all releases to the ZPs.

(b} Timelines to be followed

Every vear, the Collector fixes the demund for land revenue sometime in August. Thus for the
Fmancial Year 2019-20, it will be fixed m August 2019, Immediately, thereafier, the Collector
should calculate the various ZP cesses in a presaribed manner (see below Table 15) and send it {o
the Divisiopal Commissioner. The Divisional Commissioner should aggregate all the figures of
the District Collectors in their division and send it to Rural Development Department,
Mantralaya by October so that the Rural Development Department can send the figures for whole
state to Finance Departraent by Novernber in budget usually presented in February for the next
financial year. Thus, the figures used will also be latest,

(c) The new principle or formula that needs to be adopted for cess payments to ZP:

The present method of calculating the ZF cesses 18 quite confusing. We propose a simpler
formula, within the framework of the sections of the ZP & P'S Act. Following is the recommened
principle to be adopted for cess release to the Zilla Panshad ;




Tahle 15: New principle to be adopted for LR cess ;

Sr. | Section | Category | Principle to be Remarks
No. | ofZP& - uhptul
£ PSAct | - | -
Land  Revenue | The demand should be
1 144 Basic ZP Cess | Cess x 2 times of | as per Jamabandi fixed
demand for the vear
Land  Revenue | Al ZP's have passed
Cess ' x 3 times of | the resolution for this
demund purpose many  vears
3 155 Incressed ZP back. It is sugzested that |
cess ZP's should make a
freh  resolution  to
confinm what was made
decades back.
- Land Revenue x 8 | This i5 a5 per GR No,
; - EL'“‘E‘;&W“‘ imes of demand | LCM/1092/CR
1989G/24 dated 22 June
o) 1994

Thus. the total cess payable to ZP as per Section 144, 155, 185 above comes to 15 times of the
onginal land revenue demand. Io addition, the 1994 GR on incentive grants (Section 186) 1s
Rs.1.37/-on Rs. 2/-, Thus it makes it 15+ 1.37 times incentive grant = 16.37 times the basic land
revenue demand. In addition, there is ZP cess collected from those land owners whose basic land
revenue has been totally waived (from Rs.5 (o Rs. 10 and below category). It is difficult to exactly
quantify this loss, We liave to assume that it is about 3 times the basic land revenue. So. the total
ZP cess payable will be 16.37 tumes (above) + 3 times = 1937 times or about 20 times the land
revenue,

The SFC therefore recommends that:

. Averysimple altermnate calculation isrequired, regarding pavment ofIand revenue cesstothe  ZP.

. [t should coverall the provisions relaling Lo Section 144,155, 185 and 186 of the Act

. It should be understood by all and easy to apply starting from the talathi level,

. [t should replace the most confusing current procedures heing [ollowed at present, very
often more in the breach.

Sowe suggest, based on working shown above, a fresh formula that the amount payableascess o
ZF & PS must be 20 umes the onginal demand of land revenue i.e mool shet sara or mool akar
(agricultural + non-agricultural), This is irrespective of whether it1s ollected ornot,
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We recommend the following steps:

(a) The alathi fixes the land revenue due every vear in August. This isentered in form 8-B.

(b)  Thiscovers bothagricultural und nod-agricultural land revenue in the revenue village,

(t)  The aggregate of all 8B figures (agricultural + non -agricultural) will constitute the base
figures, This should be dgeregated attaluka level and figure conveved to Collector.

(d)  Collector should total all 8B (total demand) for the district and multiply it by 20 times. It
should be specially noted that this should be on demand x 20 times and NOT collection x
20 times, Collection is & different issue.

(e) As village records are reportedly getling computerized, 8B aggregation should be easy
and fast at district level in future,

(H This uggregated figure will be the cess payable 1o ZP of the district.

(g)  This disirier fgure must be aggregated at Commuissioner level and conveyed to Rural
Development Department

(h) The Rural Development department must ensure that it is fully budgeted and ensure that
there are no cuts,

(i) Before issuing 2 GR covering steps (a) to (g) above. some trial checks must be made in
some districts about how much some ZI"s will get as per this new suggested formula.
nstead of the present arrangement. Thereafter a fresh GR must be issued.

(d)  Fresh GR to be issues by RDD giving comprehensive guidelines, in supersession of
all existing guidelines:

Rural Development Department should issue a comprehensive, fresh Government Resolution as
aboye in supersession of all existing guidelines on the subject. This will clear all the confusion in
the field, and bring inuniformity in procedure being adopted by all districts. The annexure to the
suggested GR must give the standard formats to be used by Distriet Collector, Divisional
Commissioner. as at present each district seems to be having different formar The most
impartant point is that the LR base that is to be used is on demand and not on collection. The GR
should also give time lines for each activity as indicated above. This proposed GR has to be issued
in consthtation with Finance Department and Revenue Department.

(e) No budgetary cuts to be made for ZP Cesses and releases

The ZP cesses are levied as per law of the land, namely as per the Zilla Parshad and Panchayat
Samitl Act, 1961. The revenue muchinery collects it for and behalf of the ZP. Therefore, there
cannot be any usual 'budgetary cuts’ at the State Government (Finance Department) level on this
a5 itwill be in violation of the Act.
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(N Need for the users- namely ZP to be aware of the releases :

At present the ZPs are not aware of the formula or method in which they receive the Land
Revenue related cesses. It 1s desirable that Government 1ssues a GR that the representative of
Collector should make a presentation before the ZP Body in October of every year, on the method
and manner of calculation of ZP dues.

(g)  Long term- need for a simpler formula by amendment of all related sections namely
Sec 144, 155. 185, and 186:

The ZP and PS Act was enacted in 19605, almost sixty years back now. The socio-cconomic
conditions were very different then, and Maharashira was predominantly an agrarian society.
with land revenue as the basic benchmark to measure every other payment. Now land revenue iz a
miniseule amount of State revenue, Pegging ZP releases to land revenue (often waived due to
drought or other reasons) has become redundant now in changed times. It 18 desirable to revisit
these provisions of ZP & PS Act, 1961 and release funds to ZP on a fresh formula. The SFC would
recommend amendments to the provisions of Section 144, 155, 185, 186 (or even deletion) and
substinute with a fresh and simpler formula incorporated in the Act. This needs Legislature
approval, Till that happens, the recommendations () to (£) above can be implemented.

6.10  Shareof stamp duty (Section 158 of ZP & PS Act, 1961)
Another 'assigned tax’ for the Zilla Parishad is Stamp Duty.

section 158 of the Maharashtra Zilla Parishads and Panchayat Samitis Act, 1961 provides for an
additional 1% us stamp duiy/cess 1o be levied for benefit of Zilla Parishads and concerned
Cirampanchayats where transactions have taken place (on a 50:50 sharing basis, that is 14 percent
each) over and sbove what is being collected by the State Government. This is to be on
transactions relating to property within the jurisdiction of Zilla Panshads, that is non ULB areas.
Thus, this 15 a tax or cess levied by State Government collected through the Inspector General of
Stamps and Registration, and then the 1% eventually transferred to the Zilla Panshad and
concerned Crrampanchayats. Section 158(4) further provides that the 1% received by the ZP has
to be shared 50% with the Grampanchayat in which the transaction takes place.

From budget documenis, it is seen that the following amounts have been released by the Rural
Development Department (RDD) o the ZPs and Grampunchuyats:
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Table 16: Share of stamp duty released :

ii Year Amount (Rs. in crores)
1 2014-15 640
2 2015-16 522
3 2016-17 540
4 2017-18 600
5 | 201819 532 (jiss! nine months)

6.10.1 Ourobservations are as follows:
(a)  Steep variationin the amount collected as Stamp Duty between districts:

It isobserved that there is a steep variation m the amount that is collected as 1% cess from district
to distriet, with some districts collecting und getting huge amournis:

The following 15 the average distribution of the stamp duty cess amounts released 1o Zilla
Panishad texcluding Grampanchayat share) for the Anancial years 2015-16, 2016-17 and 201 7-18:

Tuble 17: Average distribution of stamp duty :

Sk : : AVErAgE Ansannt Percentage of Stamp Duty
MNa Zilla Parishad Distributed kirhat b Seate
! | Gadehiroli 18 0.07
2| Gondia I 80 __ 029
3 | Hingoli | 96 | 0.35
4| Bhandara | 112 040
5 Washim , 117 0.42
¢ | Yavaumal | 147 0.33
7 Dhule | 153 055
8 | Parbliani : 167 0.60 ‘
9 | Osmanabad | 175 | 0.63 |
10 | Chandrapur | 181 | _0.65
11| Sindbudurg | 196 0.71
12| Akola | 224 __ 0.81
| 13 | Julna | 231 I 0.83
14 | Latur | 236 I 0.85
|15 | Nandurbar | 263 i 0.95




Sr. e i Avernge AMOURt | pe; centage of Stamp Duty
‘No: Zilla Parishad W e
(In Lakhs) Dl
16 | Wardha 276 0.99
17 | Nanded 276 1.00
18 | Beed 313 113
19 | Sangl 315 1.14
20| Buldhana 323 116
21 | Ratnagin 333 1.20
22 | Julgaon 362 1.31
23 | Kolhapur 410 148
24 | Amravati . 46 ! 1.61
25 Solspur 56l 202
26 | Ahmednagar 586 2.12
27 | Nashk | B4R | 234
2R Aumgubad 682 2.46
29 | Satarp 824 2.98
30| Palghar 860 3.10
N Nugpur },ﬁf Silii
32 | Thane 262 8
33 | Raigad 4742 I'? 1"
34 Pune 9466 3417
Total 27700 100.00

From the above duta it is seen that four distncts namely Pune (34%), Raigad (17%), Thime (8%)
and Nagpur (6%0) recerved 65% or almost bwo thirds of the total starp duty cess. That is, because
of proximity to three major cities numely Mumbai, Pune and Nagpur, the cost of land in mral
arens of the disirict is also high. Hence, the ZP of these districts stand (o get more income. Thus,
by very nuture of this cess, certain ZFs (al present) stand to benefit more than others.

(n) Backlog in distribution ol stamp duty to ZPs:

The 1GDR vide its letter 3131, 7/ T9/F57.9./1 17/2019 dated 15t February 2019 has stated that
there is a bucklog of Rs. 509 crores to be released to the Zilla Parishads This happens becavse the
full amountindicated by IGDR does not get budgeted.

() Nosegregation at collection between Government collection and ZP cess:

The stamp duty for Government and additional 1% is collected and deposited in one single
account ¢ode (CRC 3604 0307) und there is separate account code for Zilla Parishad. Thus, itis
difficult to know how much has been collected in the name of ZPs. At present, this figure has to be
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worked out within the department, and the figures are not communicated 1o the Zilla Parishad for
whomitis collected.

6.10.2 SFC's Recommendations:
(a) No 'budgetary cuts’ should be made for an assigned tax

No budgetary cuts should be made for an assigned tax, specified under a law of the Government,
and that too for a tax that is already collected. 'This prninciple has to be understood and followed by
both RDD and Panchayat Raj Department, Revenue Department and Finance Department.

(b} Need for urgency to clear the backiog of Rs.509 crores (as on October 2018) already
collected and vet to be distributed

As a corollary 1o thus the entire backlog of Rs.509 crores already collected from public as 1% ZP
stamp duty cezs, but still not released to the ZPs due to budgetary cuts and others reasons, should
heteleased to the ZPs as early as possible.

{¢)  Needtochange the distribution procedure from Rural Development Department

The IGDR collects 1% stamp for both rural and urban local bodies. However, the method of
release varies berween the Urban Development Department and Rural Development
Department. In UDD, after budgeting the amount, 1t is directly released to the Nagar Palikas by
UDD itself However, in RDD, instead of releasing the amount directly to Zilla Parishad, it is
again routed through the IGDR, unpecessarily. This additional step only couses delay. This
practice may be ended and funds released directly by RDD to ZPs without again routing it
throngh IGDR, on the lines of UDD.

() Need for aseparate budget head:

[t is desirable that a separate budget head (CRC code) has be opened for the 1% ZP cess by IGDR.
Thus, when the public pays the stamp duty, it has to be credited under two separate heads
separately at that stage itself. Thus, there will be two separate credit heads (CRC codes) one for
the State government stamp duty and one separate for the ZP 1% cess.

(¢)  Need tosupport Zilla Parishad which are disadvantaged in terms of stamp duty

As pointed out in the observations, four Zilla Parishads received two third of the 1% cess, only
becuuse they are geographically advantaged. The Zilla Parishads are in same districts which have
cities of Pune or Nagpur or nearby a big city like Mumbai (Thane district or Raigad district).
Therelore, the land ¢ost is very high and these districts get substantial income as 1% stamp duty,
Al the other end, the districts like Gadehiroll, Washim, Hingoli which hardly have substantial
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slanip duty cess as income, This difference has increased over the vears, due to expansion of cities
and sieep increase in land prices in selecied districts: This mught net have been the situation in
196 when the slamp cess was introduced in the ZP & PS Act There[ore, there is 4 need to support
the weiaker ZPs by giving a matching grant to offset their geographical disadvantage We
reconumend the following formula for supporting the weak districts: tuke out the top three
districts which receive the highest 1% stump duty cess and then average out the collection figure
of balunce 31 distnets. Those distncts which are below the average so worked out will receive an
amoun| to reach the average, Thus if the average stamp duty cess collecied (excluding the top
three districts) is Rs.3 croves, such of the districts which receive less than Rs.3 crores, will getthe
differential amount between Rs.3 crores and their actual cess income. Thus, based on above
distribution to the Zilla Parishads, a differential or matching grant of R5.33.79 crore will be the
financial load.

Calenlution is as ollows:

Table 18: Caleulation for suggested stamp duty distribution for weaker ZPs :

(In Rs, Lakhs)
Average collection '
of three years Percentage | Suggested Matching grant to
Zilla Parishad Eﬁlﬁ-ﬁﬂﬁ. 2016~ of Total | the *Districts whose share is
2017 and 2017- | Stamp duty | less than State Average
2018) : '
1 2 3 4

Gadehiroli 8 0.07 344
Gondin 80 | 0.29 282
Hingoli __ % S 266
Bhandara 112 0,40 250
Wishim 117 0.42 245
Yavatmal 147 0.53 215
Dhule |53 | 055 209
Parbhani 167 0.60 195
Osmanabad 175 0.63 187
' Chandrapur 181 068 181
Sindhudurg 196 | o 166
Akols 224 |08l 138
Talna 231 | o8 | 131
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Average collection
- ‘of three years Percentage Swmlﬂiﬂgﬁmm
Zilla Parishad | (2015-2016,2016- | of Total | the *Districts whose share is
2017 and 2017- | Stamp duty | less than State Average
2018)
Lanr__ 26 035 126
Nanclurbar 263 0.95 09
Wardha 276 0.99 86
Nanded 276 1.00 86
Beed 313 1.13 49
Sangli 315 1.14 47
Buldhana 323 1.16 39
Ratnagiri 333 1.20 29
Jalgaon 362 ].31 00 o
Kolhapur 410 1.48 I:‘;; ?ﬁ'::"" Load = Rs.
| Amravati 446 161
] Solapur 560 2.02
" Ahmednagar 586 212
Nashik 648 2.34
Anrangabad 682 2.46
Satara 824 2,98
Palghar 860 3.10
N dgpur 1622 5.85
' Thane 2262 8.17
| Raigad 4742 17.12
Pune 9466 34,17
Total 27700 100.00

Calenlation Details:

*Digirict

= Average of (Totsl Distract - Top 3 districts) -
(362 - column 2)

(n Need for revamping the 1% sharing formula

average of three years(2015-2018),

Section 158, enncted 58 years back needs a chunge due to the changed vocio-economic profile off
the State. As pointed out, lhe present 1% sharing formula of 0.50% for the ZPs and 0.50% to the
GPs (in whose area the immoveable property is situated) does not substantially help those

districts where transaction value or volume of transactions has not increased over the years. The
Panchayat Samiti's also do not get any revenue at all and are by passed.

Fagirtt o me il Maptnedims Bint

65

e T [ B0 58 Taatie




Henee afler careful consideration the SFC recommends arevised formula as follows:

Table 19: Revised rates for 1% sharing formula

Category Present formula under | Recommended revised
i Section 158 of the Act Tormula
ZP 0.5% 0.25%
PS Nil 0.25%
GP 0.5% 0.25%
State level pooling for Nil 0.25%
distribution among all GPs

It will be seen trom this recommendation that ZP's will lose marginally from 0.5% 1o 0.25%.
Panchayat Samitis will get 0.25% and they badly need own sources of income. The
Grampanchayats will get 0.5%, but in a different way. They will get 0.25% as in the past, that is
where the transactions took place. But the balance 0.25% will be pooled at the State level and
distributed among all the GPs according to the population. As o result of this revised formula,
distant, poorer ZP's, PS and GP's will get a better share.

Needless to say, this would require an amendment of Section 158 through the State Legislature,

6.11  Forest Grants (Section 181(A) & Zilla Parishad Act):

Seetion | B1(A) of the Zilla Parishads Act provides for giving forest granis to Zilla Parishads. The
purpose of this provision was {0 compensute those Zilla Parishads which may have substantial
arens under forests in their distriets and therefore nol able w generate Land Revenue' on
agricultural lands which is a big source of 'Own Income' to Zilla Parishads. Tuke for instance,
Chandrapur District where sbout 40% 15 under forest cover. It 15 to help these distnicts, where

extended forests limit the mcome from routine agnoultural land revenue, that forest granis were
introduced.

[nitially the Act provided for 5% forest grant, bt since 1993 the Zilla Parishads Act was amended
tomuake it 7% of the forest revenue collected from that distriet.

The forest grants so received by the Zilla Parishad are to be spent on "Works and Development
Scheme' in the [orest areas of the concerned district [as per Section 181(A)2)], as per direction of
the State Government issued [rom time 1o time.

Accordingly, the State Goverument has issued detailed guidelines vide FRG 1093/CR 2426/ 24
dated 12.11,1993, These 1993 guidelines have not been changed in the last iwenty-six years,
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6.11.1 SFC Observations:

{a)General stagnation / fall in Forest Revenve Income and consequent distribution of 7% to
ZiltaParishads

The first observation is that forest revenue as u source of income to Zilla Parishad is reducing year
aflter vear. This 1s because change n the policy of Forest Development that now forests are not 3
'source of revenue'. This may be the thinking till 1990's. Now, forests are preserved lor
environmental and ecological reasons and generation of revenue is a low priorily for foresis
department. Consequently, thereleases to the Zilla Parishads have decreased.

The amounts distributed to Zilla Parishads ave as tollows:

Table 200 Amount distributed 10 ZPs as forest grants :

Sr. No. Year Amount distributed ( in crores)
l 2000-05(period 3™ SFC annual) 8.76 |
2 2014-15 16.11
3 2015-16 14.50
4 | 2016-17 9.76
3 _2017-18 9,08
6 | 2018-19 7.06 |

With the introduction of PESA' GR in 2014-135 period, one may anticipate fusther decrease in
canventional forest revenue in coming years. The fall in [orest grani received has been dramatic
as seen from following analysis,

Table 21: Decline in Forest Grants through the yeuars :

(Rs. incrores)

No | e A " | Fallin grants to base year

1 2014-15 16.11 100% (base year) i

2 2015-16 14.50 90% |'

3 2016-17 9.73 60.40%

4| 2078 507 | 56.30%

s |08 7.06 #552% |
Thus, in a period of five years, the forest granis have reduced by more than 30% and is unlikely to
inerease i the coming years.
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(b)

7% forest grants are substantial only in selected districts:

The table below shows the district-wise distribution of the 7% forest grants over a five years'

period 2014-15ta 2018-19.

FOREST GRANTS DISTRIBUTION

(Rs. [n Thousands)
No Dot ™ | Diviaen | 201438 | 20116 | 201627 | 200718 | 201819,
I | Nagpur Nuagpur 2.982 1516 2,584 | 2520, 1637
> | Wardho Wardha 3194|1321 2284| 2475|178
3 Bhandara Bhandara T87 72 1,474 | 4?'1 432
4 | Gondiys Gondiya 4206 1653 3043 353 2309
5 | Ammevat | 3.520|  9L719|  7.041| S078| 4735
6 | Buldhana | Buldhana 116 353 | 53 | 7] 15
i Yavatmal | Yavatmal 19,960 | 5937 | 10325 6,840 | 4818
B | Akol | Akola 874 asg| 000 1om| e
9 | Washim Akols 342 1131 212 | 175|169
10 | Chondispur Eiﬂhdf 14964 | 5493 12109 | 1182 |  7.599
[l | Gadehisali Sironcha 93701 | 32813 s1960| su7nn | 4362
12 |Pune Pune 99 | s2| 1] o] 57
15 | Solopur | Solagur T 2| ] 4w
(4 | Thane | Thane 1440 | 698 1473|1201 389
15 | Raigad /Albavg | Alibsug 425 60| 345 217
16 | Palghar ' Pulghar I
17 | Nashik [Nashik | 804|  230|  d4s6|  295| 165
I8 |Atmedsager | Almednagar | 68 B il ®| &
19 | Dhale E‘l'd‘:“ West | 53 5 8 | I
| Shabada, ' |
20 | Nandurbed Naodurbar 76 6 1 16 17
1 | North Side { 1 _ _
21 | Ialgaon '__.Fhlgim‘l 4m 29_1 51 | 2 253
22 | Kolhapur | Kolbpaur 914; 325." 533 2|
23 | Swtary | Satara 191 | 88 | 173 | 165 | 59 |
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FOREST GRANTS DISTRIBUTION

S |NameofZis | Forat | dotets [ 2msss (2oterr | 20178 | 201809
24 | Sindhudurg Sawantwadi | 386 | 143 | 236 193 120 |
(25 | Sangli Sangli 48 | 17 | 30 27 15
|26 | Ratoagii | chiplun w2 | | 2 82, 106
27 | Auringabad Aurangabad | S| 25| s s7]
128 | Jalna Avrengatiad: | 3| 14 | 32 4 | 27
129 | Nanded Nanded | 03| 303 709 B an
30 | Beed Beed 27 | 13| 28 30 | 16
|31 | Osmanabad |Osmansbod | a3t 47 75 0w
32 | Latur Latr 9l 4 53 27 | 2
33 | Parbhani Parbhani 123 “| | 13
., 34 Hingali . Parbhan | 58 a3 | L3 139 | 101
E:%‘Ihmn dsli. LELMY | 145029 97339 90780 | T0.607
toms | wm| s em| eer| a6

Lt will be seen that 48% grants go to Gadchiroli, 21.63% to Amravati, 9% to Chandrapur. The top
five districts recerve 90%. This is natural as the forests (and consequently forest revenue) are in
these districts only.

(c)

Twenty=two (22) districts receive less than 5.00 lakhs.

On further analysis. it is seen that | 3 districts are receiving less than 1.00 lakh, 7 districts less than
| 12 3 lnkhs and 2 districts 3 to 5 lakhs and 5 more districts between 3 to 10 lakhs. Here are the
grants analysed slab-wise,

Table 22: No. of districts receiving Forest Grants in slabs :

Sr.

No. Receiving Slab Grants No. of Districts
1| <1lakh 13
2 | > lakh — 3 lakhs 7
3 | > 3lakhs - 5 lakhs 2
4 | > 5 lakhs 10 lakhs 5
5 | > 10lakhs — 1 Crore 6
|6 | Above 1 Crore 1
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(d) Complicated release procedure:
The procedure of release is quite complicated as below:

Chart 20: Release Procedure for Forest Granis

PCCF Forests conveys collection figures

W

i RDD budget; the amount.
RDD releases the budget to PCCF.

1

PCCF releases to local DCF

T

DCF releases to CEO

The complicated paper work and clencal time 15 likely to be costlier than setusl amount relessed
(less than Rs.1.00 lnkh in 13 districts). Tt also causes enormous delay. It is not clear what benefit

can come o villages by such small insignificant relenses.
(¢}  'Budgetary Cuts'in release of 7% forest grants:

[tis observed that there 15 a difference between the 7% forest revenue and actual budgeted amount
and relense. The following dita misy be seen.

Table 23! Difference between the Forest revenues and actoal releases:

2018-19
Average Forest Revenue recovery 169.09 Crores
of lust 3 previous vears

I{'?.UH-IS. 201516 & 2016-17)

7% share lor Zilla Purishad

"11.83 Crores (7% of
 of Rs. 169.09 crores)

7.06 Crores only (ie
only 60% of its entitlement)

Actual relegse by RDD
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As in case of other assigned luxes /grants there has been a 40% 'Budgetary Cut' in the release.
Thus, the Zilla Parishad have received Rs.3.77 crores less than what they should have,

6.11.2 STC's Recommendations regarding forest grants:

(a) As pointed out, analysis reveals that |3 disinets have received less than | lakh, 22 districts
recerved lesa than 5 lakhs and 27 of 34 districts Jess than 10 lakhs Hence, the 1998 GR
needs complete revamping. It 18 sugeested (o make it pructical and doable, the RDD
should prepare the new GR in consultation with the Principal Cluefl Conservator of
Forests, Nagpur. The forest grunts can be discontinued for district where the grants
are less than two lakhs, as clerical cost is more than the benefit.

(b)  Itisrecommended that where grants are less than 10 lakhs. then the CEO, Zilla Panshad
must straightway transfer 1o JIM Committee or as advised by DCF. The amounts are o
small and the admissible expenditure would be mere than the budgets for distributing to
the forest villages for any project.

() The amounts must be directly trunsferred to CEQ, Zilla Parishad by RDD, without again
routing it through POCE, DCF ete.

(d)  The Government must not impose any budgetary cuts as it is an assigned tax and the
amounts have already been collected. Any cut will be infringement in the Zilla Parishad
Act tends further weakening the income base of Zilla Parishad,

6,12 Income from cess onirrigated land (Section 146, 148 and 150 of ZP & PS Act):

The ZP & PS Act provides [or levying an additional ZP cess of 20% on the water rates levied by
the Irvigation Department or Irrigation Development Cotporation and hand over the cess 1o the
Zilla Parishad. The ZP Irrigation Cess is given to the concerned ZP thai is as per geographical
area. I the imgated aren 15 in one district, then the cess proceeds goes to that same distriet,
irespective of where the brigation Department Division is located. This 1s because often the
command drea sprends to two distriets,

As per the information made availuble by the Water Resources (Irrigation) Department, there was
a collection of Rs.93.72 crores from water rates provided for agriculture, and Rs.735.06 crores
from water rates provided for non-agrniculture (industnial and drinking water) totalling Rs.828.78
crores. Thus if we calenlate 20% cess, it comes toamoumt 165 crores,




6.12.1 SFC Observations

(a)  Lackoftrunsparency regarding cess collected and given to the Zilla Parishad:

The main difficulty reparding this cess is that the collection is made by the field Executive
Engineers and thereafier credited into the account of the concerned Regional Lrrigation
Corporation. Subsequently, it is distributed by the concemned Superintending/Executive
Engineer to the Zilla Parishad. Thus the entire caleulstion 18 worked at the level of the
Divisions of the lrrigation Department and the Zilla Parishad (for whom the cess has been
levied as per law) does not come (o know any details of the amounts collected and
distributed. There is no transparency from the beneficiary point of view, namely ZP.

(b)  Unilateral deductions made by Irrigation department:

It is observed that many officials of the imgation department arbitrarily deduct the
amounts due for the water supplied from the dums to water supply schemes of
Grampanchavil, In some cases, the waler that is reserved during the summer (drought
period) under directions of the Collector is also charged (o the Zilla Parishad and adjusted
when the amounts are released (o the ZP's, The ostensible reason is that the ZP makes a
resolution to reserve water, and hence the cost of water is saddled on the ZP's. This 15 not
justifiable, as the responsibility of providing walter during drought periods or reserving
waler 18 on Collector (relief and rehabilitanon) and the resolution of ZP 15 only a
formality. The water to settlements is provided either by Grampunchayats (which are a
different legal entity) or by ULB's. ZP's do not come in the picture. Thus the practice of
saddling the cost of "reserved water' on ZP is not legally sustainable.

6.12.2 SFC's Recommendation:

(a) Nodeductions:

No deductions should be made unilaterally by the Irrigation Department or the Regional
Irrigation Corporation for water supplied to Grampanchayats as they are a different legal
entity from Zilla Panishad, Secondly no deductions should be made for 'reserved water’
during drought period or for ather reasons, This is to be paid by the Collector, from the
Relief and Rehabilitation funds 2245, The Zilla Panshad should not be saddled for
making a simple resolution which is just a procedural formality as per Government GR.,

(b} More transparency

There is need for the beneficiary, namely the Zilla Parishad to know how much they have
got and on what basis s water cess. There 15 need for more transparency and information
fow at all Tevels.
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(¢)  Imcrease theirrigation cess from 20% to 40%

The cessis on irrigated crops. The rates are found to be very minimal and have not been
increased for decades. There is a strong case [or increasing the irrigation cess rates from
present 20% to 40% and thereby augmenting the income of the Zilla Parishad.

6.13  ZP own funds- Non-Tax Revenue sources:

The mam mcome of the Zilla Panshad 15 from "assigned taxes’ of the State Government as
detailed above. However, Zilla Panishads also receive income from other non-tax sources like:

fa)  SaleofTender Farms.

(b)  Renting of Shopping Complexes.

(c) Rental income of Zilla Parishad Guest Houses.

(d)  Income from fishing auctions of Zilla Parishad tanks:

(e) Interest income of various kinds from funds (Government and ZP own) kept in banlks.

Here is a sample of the non-tax intorme generated by some Zilla Parishads. These districts have
been chosen one per Revenue Division, thus reflecting the overall pattern in the State:

Table 24: Zilla Parishad [ncome from Noo-Tax Revenue Sources : (Rs. In Lakhs)
Sl Distriet | Palghur | Nashik | Satara | Latur | Amravai | Wardha
| | Bank Interest B22 1858 1125 346 630 | 329

5 E\:nt on Building and 4 16 10 12 3 14
I Al _

3 | Agency Fee 30 29 29 | 25 109 12

4 | Tender Fee 36 32 21 2 1 47

5 | Penalties 38 20 | 4 6 1| *

Sarap Material (Sale

8 of old material ete. ! 4 2 0 2 0

7 | Guesthouse fee O 0 1| o w0

8 | Godown fee 0 0 0 0 0 0
Rent from Fisheries

’ ele. from Z.P. Luke ¢ 0 v ! 3 &

10 Contractor | 41 22 12 | 5 10 0
I{Egiﬁlmtiun Fee - . -

11 | License fee 50 0 | 0| 0] ¢ | 8
River hoat Transport '

12 VS 0 0 15 { 0 0
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No. District

13 | Educational charges 0 22 4 0 2 0

14 Animal dispensaries 0 5 46 0 0 0
charges

5 Rent r.::f markets and 0 ' a 0 20 s
shops in Z.P. area

. | Ingome from fairs and

14 Pilgr{m 0 i () { 0 16 11

0 [ncome from Ijiu:m and 0 0 5 0 5 3
leee conservation
Income from auctions

i of Tendu loaves ete, ° 0 ¢ 9 e ¢
Award received by

19 7P o 0 0 0 0 9
Primary Health

20 Registrafion Fes 22 2 35 17 5 | 15
Income Lroum

21 | Agriculture, upen ] 0 1 0 15 0
Fpace. eic.

22 | Non-ggricultural tax 2 0 0 0 0 0

1

Water tax [rom Z.P.

2 waler supply schemos " 0 ¢ " : "
lncome from Z. P,

24 | own  business  like 0 2 0 1] ] 23
Printing Press etc.

25 | Z.P. Other taxes / fews 0 1] 58 0 6 438

_ Total Income 109 2013 1425] 414 868 | 1466
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[t will be seen that while type of sources and amount of non-tax income vares from Zilla
Parishads 1o Zilla Panishads, interest income is substuntial and overwhelms every other income
sOUrCes,

The Zilla Panishads do not nmmediately spend the Government grants it receives. The process of
estimating the work. getting administrative approval by the elected body, tendering. finalising the
contractor, and issuing the work order invariably takes time often between six months to one
years, Even after the work order is issued, the contractor also takes his time to compleie the
project. As per canvention, payment is made after recording the progress of work, in stages. Thus
full outgo of the funds received does not happen at once and there is a substantial time lag.
Therefore, the Zilla Parishads gets income [or the amount that is released by Government, but as
yet unspent amount when kepit i banks. This is technically not a regular or assured source of
inconte, and actwally it1s a 'float income' in banlking parlance. But it is seen that it is precisely this
interest income that has become # very big source of income while other sources of assured
income have reduced over the years. The following is the average interest mmcome of Zilla
Parishads for the recent yeuss,

Tahle 25: Zilla Parishad total Income vs: Zilla Panishad Interest Income : (Rs.In Lakhs)
» - ~ Total Income _
st Name of Zilla | Interest of Zilla Interest income percentage of
No. | Parishad Income Parishad total income of Zilla Parishad
1| Palghar 822 2851 25.82
2 | Raigud 133 7697 1.73
3 | Ratnagin 128 1370 9.36
4__| Sindhudurg | 829 . 1965 42.20
5 | Thane ! 869 . 4700 18.48
0O Ahmc(’inu;,ur 66 2117 28.62
7| Phule | 96 . 732 12.80
§ [Jalgon | 1242 2337 5313
9 | Nandurbar 1405 080 47.56
10| Nashik | 1858 . 3989 46.57
1| Kolhapur | 1299 3408 . 38.10
12 | Pune 2158 15152 14.24
13| Sangli I} 191 . 2182 36.25
14 |Sataa | 1128 32237 | 34.85
15 _S_ﬂ_i_npur 3132 3826 35.12
16 | Aurangabad 1052 | 1954 | 33.83
17 | Beed | 878 2114 41.52
18 l—lmJguh | 252 591 . 42.58
19 | Jalna 982 2083 . 47.10
(20 | Latur L 346 | 940 36.87 J
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Bp:| Nameof TAls.|  Interest of Zilla
No.| Parishad Income Parishad
21 | Nanded 946 1764
22 | Osmanabad 498 847
23 | Parbhani 239 1061
24 | Akola 344 1533
25 | Amravati 630 1966
20 | Buldhana 938 3609
27 | Washim 382 674
28 | Yavatmal 2455 3314
29| Bhandara 295 | 809
30 | Chandrapur 352 3102
31 | Gadehiroli 307 1416
32| Gondia 34 [ 1268
33 | Nagpur 134 2596
34 | Wardha 829 2174
AVERAGE 824 2720
6.13.1. Analysis of non-tax own income of Zilla Parishad:

As pointed out above, the intergst income 15 a newly emerging unconventional source of income
of'the Zilla Parishad. Apart from this, ZPs have very little space to mobilise income from non-tax
sources. Intrinsically, these sources have limitations and cannol amount to much. Some of the
older ZPs have shopping complexes or some rental inceme. The agency fee collected for agency
schemes under Section 123 is not much now (this i3 discussed later). During meztings with non-
officials they almost unanimously requested that ZPs must be allowed to mobilise additional
funds by effective utilisation of their properties rmany of which are situated in the heart of cities
and towns. We have addressed this issue separately giving case study of how Thane District has
been able to mabilise additional resources inder Section 157,

6.14  Grantinaid:
6.14.1 Grants from State Government:

Apurt from assigned taxes (para 2.1) and non-tax incomes (para 2.2, ) the ZPs also receive ceriain
grants to-augment their own income,

6.14.2 Compensation to selected Zilla Parishads in licu of Professional Tax (CRC Code
3604 0423) Rs. 25.68 lakhs to 15 districts:

This is an old compensation given to Zilla Parishads when their right to levy professional tax was
taken away i 1975-76. At that time selected ZPs were levying and collecting professional tax.
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The average compensation to & Zilla Parishad comes (o a paliry 1.7] lakhs per annum (Rs.25.68
lakhs divided by 15 distnicts). The district receiving the highest amount 15 Thane (Rs.5.64 lakhs)
and the districl receiving the lowest amourt is Hingoli (Rs.2660), Eight districts are receiving
less than one lakh. The funds are being distributed in & most routine fashion.

6.14.2.1 SFC's Recommendation:

The SFC recommends to close this compensation 48 it is too paltry amount. It also recommends 1o
close this CRC code. Such paltry amounts does not make any difference to the income of the Zilla
Parishad. The issue for which compensation is paid has become redundant in changed sttuation. Tt
is desirable to instead help ZP in more relevant ways, as being indicated later in this chapter.

6.14.3 Compensation to selected Zilla Parishad in lieu of vehicle tax abolition Rs. 5 lakhs
for 14 districts (CRC Code 3604 0292)

This 1s another old compensution given lo Zilla Parishad when vehicle tax collection at their level
was abolished and shifted lo State Government, decade back, when ZP's were constituted, This is
stll given based on the loss to income to ZP's vears back. The tofal smount being released is o
paltry Rs 3-5 lakhs per annum to 14 distnicts. The averdgerelease per disinet comes to Rs 35,000
Kolhapur receives the highest amount of Rs.1.44 lakhs and the lowest is district Nandurbar, just
Rs.2.900!

6.14.3.1 SFC's Recommendation:

The SKFC recommends to close this compensation as it1s too paltry amount. Tt also recommends to
¢lose this CRC code. Such paliry amounts does not make any difference to the meome of the Zilla
Parishad. The issue for which compensation is paid has become redundant in changed situation.
The clerical cost of handling this mutter may be more than the smount of compensation. I is
desirable to instead help ZP in more relevant ways, as being indicated later in this chapter.

6.15  Grants from the Central Finance Commission (CFC):
Panchayst Raj Institutions also receive funds from the award of the Central Finance Commission,
6.15.1 Grants received during the 13th CFC period (2010-15)

Anamount o Rs. 5589 crores were recerved by the Panchayat Riy Institutions of Maharashtra for
the S<year period of 2010-15. This amount was allocated between the three tiers of Panchayat Raj
as follows:




Table 26! 13th CFC Grants to ZP. PS and GP :

Tier of PRI | Percentage allocation Amount received (Rs. in Croves)
LP 10% 356
PS 20% 1112
GP 70% 3921

A formuls for inter-se distribution between the ZT's was given, so some ZF's received more and
some less; But broadly, each ZP recerved an avernge amount of Rs.16.33 crore for the five-year
period, (Rs.556/34) or Rs.3.27 crove per annum. {16.35/5). It will be seen that the average own
income of a ZP is about Rs 27 crores per annum. Thus the 3.27 crore is an additional mcome
received by ZP was an additional income source, amounting (o 12% of ZP incame. This was
primarily spent on computerisation, road maintenance, solid waste management, and a few other
items, in terms of guidelines issued by Rural Development Department (GR 13th FC/CR
22/Finunce 4 dated 30 August 2010), These grants were found very useful in upgrading certain
areng of ZP, primarily computerisation.

6.15.2. Grants receiving during the 14th CFC period (2015-20)

The lfourteenth Central Fmance Commission, however, recommended that all the PRI grants
should go only to the Grampanchayats and no fimds were earmarked for the lgher two layers
namely the District Panchayats or the Intermediate Panchayats. Therefore, the ZP have not
received any Central Finance Commission funds from 2015-16 onwards till 2018-19.

During our tours, all the non-officials pointed out 1o s that the higher two tiers of PRY's have not
recetvad any Central Finance Commission grant in the 14th FC period (2015-20) whereas the
Grampanchayais have been ecarmarked Rs.15.000 crores for this same five-year period in
Muaharashira, That1s GP's are getting about Rs.3000 crores per yesr.

It ig learnt that the State Government in its Memorandum to the fifteenth Central Finance
Commission have made a plea that the Z]"s and PS must also be given a share of the transfers.
[However, we will have to wait for the fificenth finance comnussion report, to know exactly what
they recommend.

But there is a strong ¢use [or them gelting & proportionate share as certuin activities have to be
done ot the district level und tuluka/block level for strengthenmg of the Panchayat Raj.

6.16  Overall analyses of Zilla Parishad's own cess income:

6.16.1 Components ol various sources of cess income:
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Table 27; Compaonents of various sources of ZP Cess Income | (Rs, In Lakhs)
L Palghar 687 | B6D | 199 822 282 | 2851
L2 Raigad 1201 | 4742 30 146s 133 153 7697
3 Ratnagiri 807 333 3 ] 128 99| 1370
| 4 | sSindhodurg | 857 96| 2] 0] %O B2 1966
5 | Thene 626 | 2262 16| 87 869 | 841 4701
"6 | Abmednagar | 693 | 586 0l 2] 06|  29] 2116
7 Dhule 425 15 0 0 96 78 752
8 Talgaon 618 362 0 D 1242 16| 2338
| s Nandurbar 1253 263 0| 0. 1465 9 | 3080
|10 Nushik 1227 648 9| 2| 1858 154 3088
1 Kolhapur 918 410 3| 16 1209 762 2408 |
1 Pune 2227 | 9466 | | 455 | 2158 846 | 15153 |
| 13 | Sengli 752|315 LA8 S1y Ml 22l 2181
14 | Soum 938 | 824 0 39 1125 00| 3226
| 35 | Sompur | 661] Se0| o] w41 2m32] 332 386
16 | Aursngabad 03| 3] 0] 0| |02 17| 1955
.17 Beed 534 313 ﬂ[ 304 878 86 2115
1 | Hingol I T o] 22 45| 591
|19 Jalna T4l B 0] 1| 2| 9| 208
| 0 Latur 289 236 D'f. 0 346 68 939
L n Nanded | 270|271 6 1| o6  266| 1760
22 | Osmanabad 57| 175 0 0 408 17 247
23 | Parbhmi | 67 0] L] 259] 264] 1062
L2 [ Akels 357 4l sl as| sl | usm
25 Amsavati 283 | 446| 370 | 630 296, 2026
|26 | Buldhan 78 3] 3l o] 98] 1608] 3610
|27 | Washim 10 A ) S 2] 4| 6713
| 28 | Yavistoal 513 M7 551 0] 2455 141 ] 3313
29 | Bhundem | 213 12] 0] 0| 25| 189 809
| 30 | Chandrapur 1381 181 96 | ?:r 132 1015 3102
! Gadehiroli 28 18] 456 | 415 307 193 1417
|3 Gondin 97 80| 24| 8| 384 676 | 1269
3 Nagpur a3 ezl | 239 134 189 2598
|34 Wardha 36| 275 20 97 820 636 | 217
. Grand Total 20943 | 276971 1079| 3950 | 28016 | 10846 | 92531
Grand Average 616, 815 R 16 B4, 319 2
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6.16.2 The real ownincome of a ZPin Maharashira:

Thus it will be scen that the average own income of a ZP in recent years is R8.27.20 crores.
[towever, thisaverage is deceptive, as if includes three outlier districts namely Pune (151 crores),
Raigad (76 crores) and Thane (47 crores). This is because of high stamp duty income due to their
geographic proximity to Mumbai or Pune. If we exclude these three distriots and than workout the
average, then the average annual own income of a ZFin Maharashtrais just Rs 20,94 crore,
which is a more reflective figure,

Chart 21: Percentage wise break up of ZP Own Total Income

Components of Total Own Income

irrigation Cess
E Bank Interast

H Others

6.16.2 Assigned taxes were expected to be the main source of ZP own income

When the ZP and PS us an instiiution was conceived in the 1960s, it was perhaps consciously
cdecided that for their financial sustenance and awtanomy certain amounts will be mobilised from
the rural population as an additional specific tax or cess and given to them, This was how & cess
wag added to land revenue (sn impartant source of mcome those duys) and on stamp duty on land
transactions. Inaddition, o cess wus levied on irrigated land. All these provisions of cess income
were mcorporated m the ZP & PS Act iself, so that could be no arbitrary change by the
Government of the day. The ZPs also had some own source of income like professional tax. at that
point of time. The situation has slowly changed. when the assigned taxes are not giving adequate
income for the Z1s,

6.16.3 Own Income of ZPis not increasing adequately over the vears

The cess income is primarily dependent on assigned taxes. Assigned taxes are those cesses
collected by the State Government and then trunsferred to the ZP and PS. The other sources of
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cess income besides ussigned taxes are non-tax source and Govemment grants, and Finance
Commisgion grunis, It is observed thal all (hese sources are becoming stagnant or inelasiic
sources. Thatis, the income in notincreasing over the years. The reason is as [ollows:

{a) Assigned taxes have got linked to stagnant land revenue:

When the ZP & PS Act was enacted the assigned laxes under Section 144 (basic ZP cess), Section
155 (increased ZP cess), Section 185 (matching grant) Section 186 (incentive grant) were all on
basig of "land revenue’, However, now afler 60 vears, the original land revenue has become u
miniseule amount as a source of revenue. Further farmers are given waivers of land revenue due
to drought. Further. small farmers have been given tutal exemption of land revenue permanently.
More important, the aggregation of 'land revenue’ figures are done at the taluka level. Afler this.
the amounts payable to ZP a8 ZP cess is caloulated at district Collegtor level. The method of
caleulation varies from distriet to district, Thereafter, figures are just aggregated at Divisional
level, and conveyed to Rural Development Department. This is also based on collection and not
on demand. so the concerned ZP has (o bear the cost of any slackness in collection by the
Collectorate. Finally, the entire amounts do not get budgeted due o customary budget cur. All
these issues and problems have been detailed earlier in paragraph 6.9.3

Sum and substance, since the assigned tax is pegged to land revenue. this source is stagnating and
there is no chance of it increasing Lo meet the present needs, unless it is revamped. This issue, and
our suggestion to rectify the same has already been addressed in paragruph 6.9.5

{h Assigned tux-cess on stamp duty helps few districts only

Prima [acie it may appear that stamp duty cess is 4 reliable and buoyant source of income for all
Zilla Parishad. However, as the State is becoming more and more urbanised, the land value is
increasing very fast in about four districis-- Pune, Raigad, Thane, and Nagpur-- and these four
districts receive now 65% of the stamp duty cess. As ngainst this, interior districts like Hingoli,
Gadehiroli or Washim receive relatively small amounts as stamp duty and are stagnating, Thus
they are put to disadvantuge. Further, by a decision in 2015, about 115 Village Panchayats which
ulso were taluka headquurters have been converted to Urban Locsl Bodies (Nagar Panchayats), It
was in these big villages that lot of Jand transactions in land (leading (o stamp duly income) were
taking place. Now the ZP is nol getting any income from these Grampanchayats as they have
become urban bodies.

[ short. while 1% stamp duty cess is a good source of income, it is observed that at present, due to
change in econoniic structure of the State, it is going in fiavour of selected districts and many
interior and backward districts are nol getting adequate amounts and in lact widening the
inequality inincome of ZPs, We have suggested certmn remiedial measures in paragraph 6.10.2.
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(c) 7% Forest grants is stagnating

This is another stagnating income as forests are no more freated as source of revenue by the
Government. This source of income has relevance only to few forested districts of Maharashira.
We have elaborated on this i paragraph 6.11.1.

(d)  Cessonirrigated land is stagnating

Onee again, cess on irrigated land has not incrensed over the vears as the general policy is not to
burden farmers, even if their land is irmgated. This is also a stagnating source of income. Again,
irigation levels vary from district to district and some districts benefit more from this assigned
tax. We have recommended an increase in the cess rates in paragraph 6.12.2

(¢)  Nontaxsourceofincome is also not increasing

The ZPs used to get substantial income ag '5% agency fees' for agency schemes given to ZP under
Section 123 of the ZP & PS Act since 1989. Iowever, over the years, by official orders, many of
the ersiwhile schemes have been taken out of the agency scheme list. The classic example 15
ICDS. Further. there is lot of confusion in the field about any scheme being an agency scheme.
Earlier Mantralava's Government Resolutions (GRs) used ro mention that a scheme 15 'agency
scheme' ¢learly. The new orders do not mention this, so by lapse ol timie the agency income of ZP
is shrinking, This issue has been dealt in depth once again later in this chapter.

Section 157 of the ZP & PS Act provides for imposing various types of taxes. Section 157(e)
provides for imposing a special tax on lands and buildimgs. Section 159 provides for the
procedure to impose these taxes by the Zilla Parishads.

Thane Zilla Parishad has, in exercise of ils powers under Section 157 read with 159 has
levied a levy on non-agricultural tax under Section 137(e).

The First State Finance Commission has inifs report (para No,13.21) recommended that all
ZPs should impose such o non-agrioultural tax on the model of Thane ZP.

This recommendation was accepted by the Government and Rural Development
Department issued a guideline on 3.3.1999 and GR No MVA/I099/CR 348824 dated
14,6, 1999 directing that all other ZPs should also 1ake similar steps on the lines of Thane ZP.
Government had also enclosed the notification ol how Thane ZP imposed the special tax on
NA. But it appears that in spite of circulating the Thane case study to all other ZPs, that no other
ZP has availed the window svailable under Seetion 157 and imposed the special NA tax.

The recent collection by Thane under Section 157(e) 15 as follows:
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Sr. | Year NA tax . . |
oL collection (s ta Thus it uwthdiwh#thaﬂ'l’hm
1 lakhs) ‘does get an income. it is somewhst
1 | 2011-12 | 65.06 erratic. Onereason that more-and more of
2 |20 12-13 'ﬁ_.?.l'-" Thane district have been absorbed in the
3_12013-14 [42.19 Nagar Palikas nearby and got urhanised
4 | 2014-15 | 3425 > '
g ;g}i}g :é; Even otherwise, there is a strong case 1o
7 | 2017-18 | 6.03 e U LGSR byt plbee U

SFC recommendation regarding Sec 157 (e):

SFC strongly recommends thal this window available under Section 157 (€) must be utilised and
RDD must once again take steps 1o issue circular to all ZP4 to consider imposing similar tax to
ruise their resources.

(h Small grants in aid in lien of professional tax and vehicle tax:

These are compensitory granis smee [asl forty years and above. Il may have been big amounts
then, but now they are a paltry Rs 25 lakhs for 15 districts and Rs. 5 lakhs {or 14 districts. We have in fact
recommended theirabolition as paper work cost is more than the benefits (see paragraph 6.14.2.1)

(g)  Central Finance Commission grants not made available during 2015-20:

The ZPs and PS were given 10 % and 20% % of the | 3th Finance Commission grants. They were
nol free income and certain directions were given to be used for Sangram Project (computenised
village project) and other sctivities, However, in the 14th Finance Commussion period (2015-20)
the entire PRI grants have been direcied (o be given to Grampanchayats only.

[n short, in the income side the ZP is having stagnating income, as all the sources of income are
not buoyant or disappeared over time,

(hy  Inability of ZPund the PSto know what it is getting and why it is getting a particular amount:

The challenge of stagnating income gets accentuated as the beneficiary (namely the Zilla
Parishads and Panchayat Samitis) do not have normal aceess to the calculation process. In simple
language, the way the process and guidelines are structured, ZP's do not have any clue as to why
they are getting what they are getting and what 15 the caleulation behind it. They also do not have a
method to know il they have got less they then should, as per ZP & PS Act and Government
arders. They also do'not get the amounts on wme. Unfortunately, there s no institutionalized
adequate grievance redressal mechanism for the PRIs.
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6.17  Zilla Parishad Own Funds— Expenditure side:
Nowswe turn to the expenditure side of the Zilla Parishad own funds.
On the expenditure side the following is the broad analysis of expenditure:

Chart 22: 7P Expenditure - components :

Zilia Parishad |
Own Cess Fund |

|
: ! _ [ ]

Earmarked amount for IP Non-Officials Meeting Shortfall on Zilla Parishad Own
Compulsory Spending Establishment and Drinking Water from Schemes [as
(55%) Vohicle and Core Officials ] General Fund ldentified)

«  Woman and child | 1
welfare (10%) Road

«  Wellare of Maintenance
SC/ST/VINT [20%)

= Welfare of
Physically
challenged (5%)

*  Majiptenance of

water supply
Schemes (20%)

6.18 Compulsory spending for welfare of women, children, weaker sections and for
differently-abled people:

Even though theoretically the ZP Body can decide where to spend its own resources, actually, by
direction given by the Government in exercise of its powers under Section 261 of the Act. about
35% of its own income have to be necessarily spent on three sectors. The details are given below:

Table 28; Compulsory spending of ZP (Sector-wise) ;

Sr. : : N - Percentage of ZP total
No.|  Sectorin which it has to be necessarily spent income which has to be spent
| Women and Child welfare 10% |
2 Weltare of buckward classes meaning SC, ST, and de- | 20%%
notified tribes and nomudic tribes (DTNT)
3 Welfare of ph}rsic;lly chullenged 5%
4 Maintenance of water supply schemes and drinking | 20%
waler (RDD Notification No.GRAPAPU.1085/CR-
7808-39 Dated |7 Nov 1986) .
| Touwl for above four sectors | 55%
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Table 29: Average of three years (2015-18) of compulsory spending by Zilla Parishads:

(Rs. In Lakhs)

Palghar 2435 2.606
Ruigad 91.31 6.378
Ratnayiri 41.06 1801
Sindhudurg 441 2534 LR17
Thane 824 14.36 5,739
Ahmednagar 1.282 1962 | 6.534
Dhule 173 23523 | 687
Jalgaon ! 752 4694 | 1,601
' Nandurbar 250 o | 1,676
Nushik 1,429 2064 | 4822
Kolhapur 954 2697 | 3.537
Pune I 5.023 3347 | 15,008
Sangl | 385 169 | 3,292
Sutturn J_ 770 839 | 9,183
Solapur ] 681 20.55 3315
Aurangabad | 290 50,39 376
Reed " 503 447 | 1,132
 Hingoli 189 2214 | _855
Jalna 518 1649 | 3143
Latur 180 24.00 748
 Nanded 337 30.63 1,099
Osmanabod 254 2928 | 866
Parbhum | 527 1289 | 4,086
Akoln ' 1,215 5645 | 2153
Aniravat | 263 17.85 1473
Buldbana | 409 72.02 5608
Washim | 178 7.04 | 2,531
Yavatmal 847 6261 | 1,352
 Bhandara 187 1.0z | 891
Chandrapur 403 918 | 4,393
 Gadchiroli 32 1.69° | 1,896
 Gondin 153 8.64 | 1,774
 Nagpur 1.040 21.56 | 4.824
Wardha | 494 2919 | 1,693
Ceand 829 28,57 3,060
Average |
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6.18.1 Comments on compulsory spending:

Even though it appears that the ZP does pot fully spesd the required percentage on the
‘tompulsory’ areas, actually it 1s decepiive, as there is some backlog of previous year expenditure
also. This problem also anses as there is no proper disclosure i the annual accounts as additional
information. This has been addressed in the Chapter on Finance, Accounts and related issues.

6.19  Core establishment expenditure of ZP- expenditure on non-officials, key officer's
vehicles, meetings ete.

Table 30: Average annual expenditure of ZP for three years (2015-2016, 2016-2017 and 2017-

2018) ¢ (Rs. in Lakhs)
No. | ZENOnOWMEAS | 4y ungabad | Osmanabad | Ratnagici | Yavaumal | 27 2003
1 Zp Nm} Official's 30 10 20 g 27
| honorurium ; |
| Z.P Non Officinl's ] ' =
* |offceexpenditure | ! 4 2 . :
Expenditure on ZP
3 | Non Official’s 0 5 i | |
| | Telephone bill
| Vehicle Repuir and
4 | Maintenance and Fue| 20 24 33 53 15
Cost
| Expenditure on Z.P. |
General body and
’ Subject Commmittee ¢ # L 4 26
Meeting _
Orffice expenditure .
6 . (contingency) 16 16 8 14 10
Expenditure on Z.P.
7 | Non Officials's ] 3 2 D 0
| Electric bill | | _ |
Total | L 69 |95 86 | 85

6.20  Expenditure on meeting the shortfall or gap in operating the ZP drinking water
schemes and in maintenance of hand pump and power pump units

6.20.1 ZP- PWS*:

Provision of drinking waler is responsibility of the Grumpanchayats. However. as a supervisory
body, ZPs handle few regionul piped water schemes. They have been erected by Maharashira
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Teevan Pradhikaran (MJP) and subsequently handed over to ZP for operation.
‘Table 31: Number of regional water supply schemes and GP's covered under Regional Water

Supply Schemes:
For vear 2017 - 2018
Disteet Number of regionai B
Palghar 06 61
Raigad 13 00
Ratmagiri 08 o4
- Thane 13 143
_Ahmednagar 04 124
Julgaon 12 132
Nashik 03 87
Pune 08 344
Sangli 37 299
Satara 1l 130
Solapur 19 161
Aurangabad 16 89
 Beed 04 64
Hingoli 03 71
| Lagur 14 14
Osmanabad 0l | 03
Parbhani 01 16
Akola 06 166
Amravati 01 70
Buldhans L1 124
Yavatmal 03 04
Bhandara 03 23
Chandrapur 35 258
Gadohirals 04 20
Grondia 04 83
Nagpur 02 06
Wardha 07 33
Grand Total 249 2329
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*As the correct information wis not made available the number of GP-PWS figures may need
reconfirmation.

1t will be seen from above figures that about 2329 of the 28,000 GPs are covered by the PWS
maintained by ZP. This is about 8% of the GP’s.

In PWS, the ZP incurs expenditure on pumping (electricity bill), operational stafl, occasional
repuirs (o pipes and motor, and basic water treatment, However, the ZP is nol in a position 1o
recover the [ull amount spent from the GPs or the beneficianes. One reason is the ZP operates
such PWS where the GPs themselves do not have a proper source in nearby areas. So they source
water from adistant place. This increases the electricity bill. The shortfall in collection m PWS1s
miet from the general fund of the ZP. In other words, ZF subsidises the operation. We have made
some suggestions in this regard at a later part of this chapter.

6.20.2 Hand pumps and Power pumps:

Hand pumps and power pumps are another source of drinking water. Generally, their imporiance
i8 under ruted, as they are old fashionzd. But it is the HP and PP which come to the rescus of
people durmg summer months when PWS other fails due to lack of water at source. Most of the
sources of HP and PP are very good and a real back up. [t is often close to small settlements. They
playedabig partin earlier decades but overshadowed by the PWS.

ZP- Hand pumps & Power pumps in the districts:
Table 32: Expenditure and (ax collected for the usage of Hand-pump and Power-pump :

Average of all three years (2015-2016, 2016-17 and 2017-18) (In Lakhs)
Number | Numberof | Hand pump and | Tax collected
District | of Hand | power | power pump total | from | Deficit
pump | pump expenditure | Grampanchayat
Pulghar 4458 8 5742 3001 2741
Raygad 2,906 76 ‘92 T'.'f 12.95 | -39. .;2
Rutnagri 3,028 110 10,84 195 | -6.90
Sindhuodurg 2,948 295 24.16 1' 2.02 | -22.14
_Thane | 2,537 48 42.92 2647  -1644
Ahtnednagar 8,896 0 43.83 6842| 2434
Dhule 2637 0 124.52 5355|1189
Tagaon | 4381 0 243.95 3635 | 20760
Nandurbar 403 403 579.95 16.96 -56:?-??__
Nashik 6218 0 289.70 6414 | 22536
| Kolwopwr | 4186 654 105.00 5247 | -s2.52
Pune !4*ﬂ35. ] ERLE 130.84 | éf?.bﬂ'
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Aw:rngc of all thrne }'ﬂrs pms:-ula 2016-17 and 2017-18) {[n Lakhs)
District | of Hand m pmrpmmal from | Deficit
pump pump : srampanchaya
Suneli 187 131} 160,70 8016 #£1.54 |
Satara 7488 494 | 40289 101.60 | -301.29 |
Solapur 0,135 0 323,61 10202 | -221.59 |
Aurangabad 120 27 | 0.00 2728 2728
Beed 8777 0 330.39 14742 | -182.98 |
Hingali 5.083 | 164 | 9225 | 1990 | 5235 |
Jalna 5842 210 | 330,48 5559 | -2¢3.88
Latur 0 1.872 299.21 100.81 | -198.41
 Nanded 0 0] 00 000  0.00)
Osmanabud 4329 0/ 205 68 4372 | -161.96 |
Parbhani 6,599 207 156.75 2620 | -130.46
Akala 4.530 1791 80.83 28.51 -51.32 |
Ammvati | 4860 | 183 | 259.06 | 12638 13268 |
Buldhung 5028 0 273.74 8073 |  -184.01
Wiishim 3.136 69 7.96 0,00 -7.96
Yavatmal 8,909 202 | 13221 4333 | -83.87
Bhandars 5905 | 0 118.88 68.82 -50.06
Chandrupur 7,657 46 282.25 181.70 | -100.55 |
Gadchirali 9,533 0| 24529 16168 | -83.6l
Gondia 7812 53 | 134.84 | 11477 |  -20,08 |
 Nagpur 7.862 0 663.39 7073 | 592.67 |
Wardha 4,462 &4 152.21 111.45 | 40.77
 Grand Total | 1,78.397 5.80% | 6,685.56 | 221102 | 447455 |

Here again, it will be seen that as the ZP or its field arms that 15 Panchayat Samiti are unable to
fully collect the hand purp and power pumip charges, the shortfall is off set from the general fund.
[twill be seen from above Aigures that together ull ZP transfers about 44 crores of'its generil funds
[or this purpose, Considering that the total income of ZP is 712 crores (after remaving excess
income of top three districts due to stamp duty this internal cross subsidy works out to about
1% (44/712) of the total income of the ZP.

6.21  Expenditure on schemes or activities identified by the Zilla Parishad body:

After spending on compulsory sctivities. own establishment and cross subsidising the loss in
providing drinking water (either PWS or hand pumps) there is very little spare money available to
a ZP hody today, considering that their total average income is just Rs,20.94 crores (see para
6.16.2 above), This is spent on vanous activities of their choice. Mostly it goes to repair works,
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like repair of roads (over and above what State Government gives) and also on buildings. Il we
take the average population of a distnict in Maharashtra at about 20 lakhs, and about Rs. 5 crores
are available as above then the per eapita spending is just B5. 25 per annum

The three high own mcome districts of Pune, Raigad and Thane have of course substantial
amounts avatlable with the body and are exceptions to this comment.

6.22  Overall analysis of income and expenditure pattern of Zilla Parishad's own income:
6.22.1 Shrinking Assigned Tax Income:

Ax olaborately pointed out above in earlier paragraphs. the income side of ZP through assigned
tuxes- their main source of income - 18 stagnating. This is because all the assigned tuxes excepl
stamp duty are cesses on such items which do not fetch incremental revenue any more in changed
socio economic landscape o Maharashira, In future, their share is only likely to decline.

6.22.2 Shrinking income from sgency lees:

On the non-tax side, carher ZP used to get substantial amounts as ‘agency fees’ under Section 123
of the ZP & PS Act. The concepl of agency schemes has an inferesting background and history.
The list ol transferred schemes under Section 100 althe ZP & PS Actis given in Schedule [ ol the
Act, known as Distriet List. Afler the ZPs become [unctional, the Government used the ZP
machinery to implement many new schemes, beyond the list given n Schedule L The services of
the ZP machmery were requisitioned under Section 261 of the Act by the State Government (o
implement such agency schemes. Perhaps, based on the consistent demand of the Zilla Panshad
officials and non-officials at that time o augumen! thewr mcome, the Ruml Development
Department vide its GR ZPA/1090/CR/1652/24 dated 29 May 1989, direcied all departments
which were requisitioning the services of ZP machinery for implementation of additional
schemesto pay an agency fees of 3% to the Zilla Parishad.

Subsequently, the First State Finance Comumission recommencded in paragraph 13.13 that the
agency fees must be increased from 3 to 10%, However, the Government took o decision to
inerease the ageney [ees from 3% to 5% from 1.4.1999 (GR No MZP/1 099 /CR/3458 /24 daled 29
May 1999.) Bul in the same GR RDD clarified that the 5% agency [ees will be extended only to
those schemes shifted to ZP under Section 123, and not to those which are directed Lo be
implemented by ZP by Governmenl in exercise ol ils powers under Section 261 ol ZP & PS Act.
Thus, the Government exactly reversed its position taken by earlier GR of 1989,

The classic example of an agency scheme under Section 123, was the biogas sclieme, which was
entrusted by Agriculture Department to ZP in view of its teach till the last village. For this, ZPs
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used to get 5% agency charges. Till 2000 there were huge targets for biogas and substantial
amounis used to come from Government of India for the biogas programme. Implementation of
this schemes as an ‘apency’ enabled the ZP Agricullure Section (o gel substantial amounts as
‘agency' fees and purchase vehicles for field work. and meet other office expenses. One may say
that the 5% agency fees was also a motvatonal factor for Maharashira doing well i blogas
programme.

I recent years, such agency schemes like biogas have shrunk. Additionally, the 5% agency
fees which used to be given initially in some development schemes liave been quietly knocked
off by various executive orders, placing them in the framework of Section 261 of the Aet. The
ICDS and MLA Loeal Development Fund scheme are two good examples. In shor, by various
executive orders issued by various departmenis using Sectton 261, the 3% commussion or
agency fees which the ZP used to receive, has virtwally shrunk, and is now a paltry amount.
Tlus is & good example of how a good ZP financial source 1s getting weakened, albeit
unwittingly.

Another observation regarding theentire agency scheme s that now the awareness of Section 123
and Section 2061 of the ZP & PS5 Act is less and less both at the State lovel and at ZP level. The ZP s
meated as a rovtine extension of Government and 1t is taken for granted that they have to
implement any scheme of Government without teking into account the additional administrative
and financial load on them.

6.22.3 Noshare of the Central Finanee Commission for ZP and PS:

The Central Finance Commission has been incrensing its conmribution to Local Bodies over
the years, [lowever, the 14th Central Finance Commission (2015-20) has directed that the
about Rs, 15.000 erores for Maharashtra during the S-year period. must be fully earmarked for
the Grampanchayats only, with no allotment for the two top luyers of the Panchavar Raj,
narmely the ZP and PS. 1n the 13th FC period all the three levels of Panchayat Raj Institutions
received an amount of Rs.5589 crores. Out of this ZPs received 10% that is 558 crores and
Panchayat Samitis received 20% namely Rs. 1116 crores. But in the 14th FC they did not
receive any allocation atall,

6.22.4 Limited opportunities to mobilise own income:

ZPs and PS do not provide services directly to the public, so that levy various taxes as
Grampanchayals and Nagar Palikas can do. In fact, in other States of India also they are fully
dependent on the State support for their financial sustenance. [n short their financial freedom and
potential 1o raise own resources is limited.
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6.22.5 Increasing inevitable expenditure of ZPs:

Al the same time, the expenditure side is increasing. Some are compulsory expenditure; like that
they have to maintain their own non efficial establishment. This includes cost of basic facilities to
elected non official office bearers like quarters, vehicles, mavel allowance, honorarium eic. There
are other items like honoracium to ZP councillors for attending meetings, expenditure on various
Commitiees and General Body. Further, the vehicle and POL expenditure of CEO, ACEQ. CAFO
and Deputy CEOs are borne from the ZP fund.

Addivonally, 35% of the available ZP own income are 0 be compulsorily spent on weaker
sections, women and child and physically challenged as per Government orders, Most of this
goes for individual benefit programmes, like providing sewing machines, agricultural
equipment, tin sheets and such ilems,

Ln addition, 20% of the funds have to be spent on maimnienance of drinking water schemes —either
on ZP PWS or hand pump maintenance.

Thus almost 55% of the limited own inceme of ZP is pre-empted, on compulsory areas and own
establighment, This leaves very little spare money for the ZP body (o spend on the fell priorities of
the cistrict. Some of the disoricts like Thane, Pune, Raigad and Nagpur have substantial own
income mainly because of stamp duty cess income. In these districts, many rich urbanites
purchase lands in nearby rural areas for farm houses and anticipating that land prices will increase
further and they can make profits by selling it at that time. So land prices are high and there are
many land transactions. But this is not the case with balance thirty districts.

6.22.6 Why must ZP need some minimum own resources?

Question arises, as when ZPs are essentially implementing and monitoring agencies, why should
they need additional funds as 'own income’ when State Government is making funds available for
all development and welfare activities.

The answer could be in two ways. The first answer is that having ¢reated the thard tier of
Governance in the Constitution itself, they should be also financiully strengthened as per
the spirit of the 73rd Amendment. That 18, Democratic Decentralisation in lelter
and spirit.

The second answer, a more conservative one, is that ZP should be given funds to do at least what
they are expected 19. even in a limited context. This SFC takes the second position above. The
bigger issue of financial autonomy and democratic decentralisation is not denied, but we are of
the opinion that how much to decentralize and delegate is & bigger policy issue, The Governiment
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has already appointed the Thakare Commitlee to review the Panchayat Raj structure afresh, At
present, we go with the prevailing or given siluation,

Even if we take second position above, certain minimum funds are therefore required by ZP for
their own upkeep and spend on their own establishment expenditure and to properly supervise the
07% Government funds. So the 3% 'own funds' is eritical 1o effectively use the 97% funds

ZPs a8 elected bodies need lunds for their duily maintenance and supervision. The ZPs are
expecied to be good implementing agencies of the substantial funds made available to them for
implementation. The elected officials ure expected to supervise and monttor their effechive
spending. They are expected to manage their drinking water systems and help Grampanchayatsin
handling the water supply. Fimally, ZPs are expected to maintain and upkeep the assets they have
developed over the yeurs and handed over to them, This includes thousands of schoo!l hwildings,
medical and animal husbandry dispensaries, small irvigation tanks, rural roads etc. ZPs are
expected to solve' local problems, quickly and be very responsive (o local needs, But for doing
even a minimum, ZPs arewoelully short of own admimnistrative funds.

Further, the non-officials will feel motivated only when they have a margin of financial freedom
to spend on the felt priorities of the district and exercise their will in local governance.

6.22.7 Interest income- the new source of "income’ for ZPs:

[n fact, as ZPs own income sources are stagnating, and essential expenditure increasing, the ZPs
are squeezed financially, In such a back to the wall situation, ZPs are depending on 'interest
income’-that is the income earned during the time gap between the receipt of funds from
Government and spent by ZP a8 a substantial source of income. This is strictly an unacceptable
source of income. But, as pointed oul in paragraph 6.13 this amounts 10 36% of the ZP's own
income. This 36% has been workout by excluding outlier districts of Pune, Thane and Raigad.

This interest meome is also under threat as Government has recently started PFMS for a number
of schernes and system like LRS have been started for programs like ‘teerthashetra yojana’, etc. In
other words. if PFMS is extended then ZP will lose mterest income also. Interest income is
certainly nota sound way for the ZI* to get income. as it is technically loss to Government.

6.22.8 SFC's recommendations to angment ZP's nwn redources

Seeing the writing on the wall in ZP own income and expenditure position, the SFC 15 of the view
that there is need to augment the own resources of each ZP by at least Rs. 9 crores. The present
average own income of a ZP is about Rs5.21 erores. For arriving at this figure. we have excluded
the top three districts namely Pune, Raigad and Thane as they have huge stamp fee income, as
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elaborated in earier figures

But of this Rs.21 crores ZP own income. about 36% comes from an 'unofficial source’ namely
interest income. The total mterest mcome of ZPs 15 today 280 crores. This averages to R5.8.24
crores. Or 1o put in another way, if ar present if each of the ZPs are augmented by ar least an
additional Rs 9 crores, they would be in a safe position for the next few vears. at least for the SFC
reporting period of 2020-25,

We therefore propose certain ways by which the income side can be practically augmented and
expenditure side pruned or managed properly. As we mentioned in the 'Chapter on Approach of
SFC, this 8FC has consciously not proposed any 'SFC devolution grants' to be allocated to the
PRIs. a5 is being done in other States.

It is proposing to continue the conventional line of the Maharashtra Government of tweaking the
existing flow and paitern of funds and suggesied ways to strengthen the ZPs and PS.

6.23 Recommendations to increase ZP cess income side:

6.23.1 Introdoce a two percent management fees (in lien of current Agency Charges) on all
state government schemes and cancellation of old guidelines (GR ZPA/1090/CR/1652/24
dated 29th May 1989) relating to 5% agency charges (Abhikiran Shulk)

As pointed out in detuil in paragraph 4.2, the 5% abhikuran yojana or agency charges introduced
in | 939 has run out of course. First of all, itis desirable to completely abolish it

I lieu of abhikaran yojana, the SFC recommends that a new support syster called Management
support yojana (vyvasthapan sahayyak yojana) be introduced, wherein the ZP will get 2%
management or adminisrative charges on all schemes implemented by it whether under Section
100 or Section 123 of the ZP & PS Aci. This is to be shared between ZP and PS at1%: each. We feel
tus will be a good, permanent source of support for ZP as well as PS who are running short of own
funds. This will also incentivise the ZP and PS non-officials and officials that they are being
rewarded for newer und newer schemes which are routed through theny. Broadly, this 2%
management fees will be only the scheme component and nol on non-plan or establishment
(salary component), It should have allowed 1o be deducted by the CAFO suo-molo at the time of
implementation or expenditure

We did some analysis of how much the load will be ifthis 2% service fee is implemented. Jt comes
as follows:
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Table 33: Total Scheme amount routed through ZP ; {(Rs. In Crores)

. | Total scheme amount rosted through ZP
Sr. | Nameof the | (including DPDC) ~ indicative fguresin | (oo
No. | district crores ( average of 201516, 2006-17, |
2017-18)
|1 | Nanded | 305 6.10 crores
| 2 |  Raigad | 108 2.16 crores
|3 Jaloa 1' 173 3.46 crores
4 | Nashik 649 12.99 Crores
. 5 | Yavatmal 249 4.98 Crores

The additional support envisaged above, appears reasonable and would be between 2-6 crores per
district per annum, depending on quantum ol schemes being implemented in the distriet. The
averall financiul load will be in the range 0fRs. 170 crores (Rs. 34 x5= 170 crores ) but there will be
also a saving of R 15.28 crores due (o suggesied abolition of the 5% agency fees under Section
123, Thus we can say that the new commitment will be m order of about Rs. 155 to Rs. 160 crores.

We recommend that Government (RDD) issues comprehensive GR on this matter.
6.24  Recommendations relating to assigned taxes:

SFC has already given its recommendations relating to assigned taxes in carlier paragraphs.
Essentially they are

(#)  Revisiting the procedures lor releases and clearing the huge backlog of payment of stamp
duty lo ZPs
(h)  Reworking the calculanon method of LR grants

(¢)  Compensating the districts which are receiving less in the 196 cess on stamp duty with a
matehing grant, to ollset their geographic disadvantuge

{el} Increase the urigation cess from 20% to 40%




6.25 Recommendations and suggested strategy to more effectively manage or control the
expenditure side of ZP cess fund:

6.25.1 ZP to begiven additionzal funds for read maintenance:

The construction, maintenance and repairs of village roads, otlier district roads have been
transferied to Zills Parishads, (See em 50 of Schedule-1 10 ZP & PS Act- Section 100), Earler,
even major district roads were with the ZPs but 1t wis taken out of the 1is1 by suitable amendment
dated 31 January 201 3.

Out of the total road length of 3,36,991 kms., other district roads (61158 kms.) and rural roads
(175731 kms.) are with the Rural Development Department — that is a total 0f 2,36.889 kms. are
under ZP.

The following amounts have been made available to the ZPs both from State budget (through
RDD) and District (DPC) budget (through Planning) for ZP roads. :

Table 34: Additional funds given to ZP [or road muimtenance : (Rs. in crores)
g‘; Head 2015-16 | 2016-17 | 2017-18 | Remarks

1 | Maintenance and repairs 221 255 263 | Separately 100

(Non-plan 3054) State Plan crs. is provided

for wages of
mile coolis

2 "f;'-trﬂngﬂ;n-mg of rural roads | 1004 | 1098 790 | This is for
(5054) DPDC funds village roads
und other
district roads
| Total | 1225 1353 l[[5_3

[n addition, the following funds have been made available through the Mabarashira Rural Roads
Development Association (MRRDA).

Table 35: Funds given to CMGSY and PMGSY : (Rs. In Crores)
iEBI"._ Head 2015-16 2016-17 2017-18
No.
| | Chief Minister Gram Sadik 100 R4 2459
Yojana (CMGSY)
2 | PMGSY 82 | 126 | 4w
Total ! 9202 L 2026 2937
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Here the implementation is done by a dedicated team ol engineers working in MREDA.

The following are our observations:

(1)

(b)

(c)

(d)

(¢)

(9

(£)

The funds being made available to the ZP for mainienance and strengthening under 3054
and 5054 are very meagre compared to the road length. For a distance of 1.80 lakh
kilomelres the wmount available is about Rs. 1177 crore average per annum in recent
years. This gives an average maintenance and special repairs funds of just Rs. 65,000 per
kilomeire, which affects quality ol mamtenance.

Due to huge (legitimate) demand for repairs and mamtenance in thewr area and limited
funds availabls, the available funds are spread very thinly. Therefore, it is not possible to
mamtain the requnred quality m work as regards ZP roads.

1t is also seen that in some districts, the PWD implements the work at the request of the
funding agency, though roads are with ZP, by getting ZP to pass a resolution (like MLA
and MP funds and other scheme funds)

Substantial work is already being done in ZT roads from the PMGSY (over 27.000 kms.
compleied so far) and CMGSY (over 7000 kms. completed so far) through non ZP
ARENCIES,

The ZP works machinery has inherent technical limitations and not as technically
equipped as the State PWD.

Disproportionate energy and time goes i ZP on roads, neglecting the mamienance of
bt ldings and atherminor imgation.

The available engingers of ZP are best put to use on buildings construction and
maintenance, minor irrigation rather than spread thinly on roads. It is observed that there
is acute shorage of enginecrs at Panchayat Samitl level for village level construction
work like GP Bhavan, anganwadi, roral housing and the like.

H.25.2 SFC Recommendation:

The SFC recommends increase of maintenance grants under 3054 and 5054 for the ZP roads. The
present amount of grants, as pointed above are much Jess resulting in very low expenditure for
maintenance ol ZP roads,

6.26

ZP to be compensated for excess expenditure on power bills of ZP schemes based on
distance ofsource of water:

The nuniber of ZP-PWS are certainly limited, as would be seen from the numbers of PWS given
in *Para 3.3.1. Almost all of them are regional schemes, However, wherever they are being
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operational, the sources are at 4 distance. Hence the ZPs have to spend huge amounts as electrictty
bill for pumping water from a distance. As a consequence, the billing charges are high and the ZP
15 unrable to collect the maintenance charges [rom the community it serves. [t has to necessarily
subgidise the community by puying the bills from its general fund. or keeping the pavment to
electricity departmentas ‘pending’.

Recently, the Water Supply und Sunitation Department has come out with a GR No. W91

20179 ®,01/9TF-19 dated 26th November 2018, which would help the ZP to substantially tide
over the electricity bill issues of their regional PWS,

As per this new GR, the ZP operating regional water supply schemes. will be reimbursed as
[ollows:

(a) If it is & gravity scheme- up to 50% of the expenditure on maintenance multiplied by
collection efficiency ratio (that is collection /demand).

(b)  For other schemes, full electricity expenses, but multiplied by the collection efficiency
catio (that is collection /demand of the regional PWS)

7.26,1 SFC's recommendntion:

SFC welcomes the well thought out above GR of 26.11.2018. 1t will definitely go to reduce the
electricity bill burden of the ZP regional water schemes normally borme by the ZP fund. It links
ceimbursement with collection performance as well, which is a good approach. However, this GR
provides for reimbursement to the ZPs afler they pay the electricity bill Therelore, for this
purpaose, the Exeoutive Engineer (Environment Engineering) ZF may require a rolling fund. This
will enable the ZP o make the payment first from its own resources (ZF Fund) and claim the
subsidy as per GR dated 26/11/2018. RDD should issue suitable directions to the ZF to create this
revolving fund to get full benefit ofthe Water Supply Department guidelines,

6.27  Handing over hand pumps and power pumps management to the Panchayat Samitis :

We have pointed out (Para 6.20) that ZPs subsidise the loss in running the hand pump and power
pump muintenance units. The ZPs almost subsidise Rs.44 crores on this count. (Para 6.20.2).

Atpresent ZI retains a fleet of vehicles and mechanics, They visit various villages for repairs. The
staff are usually ZP staff, but supervised by a Deputy Engineer (Mechanical) from GSDA. He
reports to the Executive Engineer of Water Supply Department.

Presently, while BDO is responsible for drinking water, the HP units are controlled at district
level. There are complamnis of poor or slow response to people’s compluints about HP not working,
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An amount of Rs.250/500 is to be collected as maintenance charges for each pump, from the
Grampanchayal or community However, the recovery barely reaches 50% in the absence of
proper monitoring The collection ol HP mainienance lees is also poor, because only ifBDO and
Gram Sewaks is involved, collections from communities ure possible. Bul now everything is
controlled and managed at the district level.

Thus, afier detailed discussion and analysis, we find there is great scope to improve the
management system of HP and PP upits and reduce the cross subsidy from limited ZP funds.

727.1 SFC Recommendation

Recommendation ig thist the HP maimtenance units muost be fully shifted to Panchayat Samitis
fully, one unit per Panchayat Samiti. A separate taluka 1P and PP maintenance Society must be
registered at the PS level. The SDO, BDO and Tabsildar, Dy, Engineer (WS) and other officials
must be made ex officio members of this Society. The Society must be also free to accept
donations and grants from CSR, local citizens and others well wishers who may be now resident
in Miumbai or abroad, but belong to that ares oniginally. Thas will help in building up the corpus,
Administratively ol course the unit will report to the PS Body and BDO,

This arrangement will bring in more responsiveness to the TP and PP unit and also improve
collections as close monitoring is possible by BDO. This will also bring in betier preventive
maintenance of the HP where the State Government has put in huge investments of about Rs.1260
erpres over the decades. (1.80 lakh hand pump bores x 60,000 1s current cost per bore, add about
6000 electric pumps at Rs 3 lakh each comes to about Rx 1260 valuable assets) These are
important assets, with best locations and must not be allowed to deteriorate due to neglect. The
State Government should also come with a onetime giant of 2.5 lakhs as corpus 1o the proposed
taluka level society, provided the ZP also pitches in with Rs. 2.5 lakhs with own funds, Thus each
PS Society will have a corpus of Rs. 5 lakhs to start with.

The ZP can continue its role of fixing the rates of HP and PP spare parts by tender, leaving the
purchases to the twluka level body/PS.

We recommend that the State Government looks into this neglected. but important area
comprehensively and the Water Supply and Sanitation Departmient issues a fresh GR
incorporating the points stated above. This will increase collections from users, reduce the
financial burden of ZF which it is bearing unnecessarily.
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6.28  Summary of Recommendations to increase "'own resources’ of Zilla Parishad

Table 36: Summary of Recommendations ;

Stamp duty cess - Compensation for low | Expenditure on electricity for long distance
income distriets (below State average) pumnping cost in ZP RWS to be metl by
_ Government

2% Management Fees on all Government | Shift hand pump, power pump income and
Schemes mmplemented through  Zilla | mamtenance to Panchayut Samib

Parishad

Increase in Irrigation Cess from 20% to 40% |

Iniproved mansgement of Assigmed Taxes

6.29  Other critical recommendations for improvement of financial management of ZPs
Certain financial reforms:
29,1, Introduction of a Maintenance Fund

[n the annual sccounts of ZF, a certam amount ol the mcome is transferred to depreciation fund as
it is done in any orgamsation. However, the amount that is trans(erred by ZP vanes from ZP to ZP
depending on the financial resources. Many ZP do not have adequate resources for meeting their
immediate needs. so adequate transfers 1o depreciation fund is not done. As a result, there is not
adequate resources 1o replace the capital like buildings or for its maintenance and upkeep,

Considering the huge number of buildings and properties with ZP it is essential that a compulsory
2% of its iIncome is transferred to maintenance fund. This maintenance fund must be maintained
at a higher level, say the Divisional level and should be allowed to be used by the ZP after a three
years gap from the day it 1s invested. We recommend that Government issues detailed guidelines
on Maititenance Fund, with prioritisation. We have elaborated the concept of Maintenance Fund
in the chapter op Accounts and Finance,

6.29.2 Introduction of certain ratios to be revealed in ZP annual accounts and modify the
account code:

The present format of the ZP Accounts reveals only figures. It does not show where and how the
amount is spent. There 1s very little of analysis and it is very ditficult w draw any conclusions at
first glance. Thus we may say that the accounts hide as much it reveals! In corporate and banks,
evaluation 18 possible by usage of well-known Finuncial Ratios which revesl! the financia) health.
We recommend some ratios should be shown in the end of annual accounts relating to own
income of a ZP. This should be un integral part and parcel of the annual sccounts, Some
indicative ralios are:
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. Share of various sources of total mcome 48 percentage ol one another
. Change in own income over last year in percentage

. Expenditure items in percentage of one another

The finance reform mission which has been recommended in the chapter on Accounts must give
thre desired Fiancial Ratios and the Governiment must issue a GR making it a compulsory part of
the ZPaccounts.

6.29.3 Dispensing with gazette notification regarding accounts:

Miany of the procedures given in the ZP and PS Act need revisit in changed circumstances. The
Maharashiru ZP and P'S Accounts Code wre rules notified under the Act. 1t is observed that while the
ZP annual accounts must be placed in the legislature there are certain redundint measures like that 1l
miust be published in the Govermment Gazette. Rule 66(9) of the said Accounts code reads as follows:

"The abstract of the statement of accounis referred fo in Section 136(9) of the Act, shall be
prepared by the Chief Executive Officer in Form 21-E or before 15th October and the same
together with statement of accounts ol all the Panchayat Samitis in the District forwarded by the
Block Development Officers shall be published by the Chief Executive officer before the 15th
November in the Maharashtra Government Gazette. The SFC subniits that as now websites are
open (o public, 1t 1s adequate now to display the accounts in ZP website or in RDD websile for 4
period and the tedious method of gazete notificanon (which had relevance in earlier decades)
may be dispensed with.

6.30  Certain institutional reforms:
6.30.1 Need for creating a separate Management Unit for Panchayat Raj:

In Maharashtra, the Rural Development Department and Panchsvat Raj are handled by the same
Ministry or Department. Unlike in other States there is no Commissionerate or Directorate for
either Rural Development or Panchayati Raj, In most other States of India there are two
Directorates one for Rural Development and one for Panchayat Raj. In Maharashtra everything is
being handled from Mantralaya level. All other Departments in Mantralaya have a
Commissionrate or Directorate,

In the rural development side, two management units huve been crented in recent years (o deal
with rural housing (Stste Manugement Unit -~ Rural Housing) und rural poverty allevistion (State
Rural Livelihood Mission). Tiis has greatly helped Rural Development work. However, in the
Panchayat Raj there 1s no permanent institutional mechamsm to look into Panchayat Raj issues
on a continuous basis.
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This ¢cun be done best by an independent Directorate with institutional memory, However, in lieu
of'a Directorate, another opiion could be State Managemeni Unit Panchaval Raj. It s seen that the
Rural Development Department has created a State Management Unil- Panchayat Raj lor
implementing the Rashtriva Gram Swarajya Abhivan (RGSA ) and has issued & detailed GR No.
RGSA/Z018/Pra Kra 121/Astha 15 on 20th February 2019, About 31 posts have been created,
ahout |8 regular and balance contructual. All are to be funded from RGSA funds. While this 1s
most welcome, the SFC strongly suggests thut this SMU-PR must be made a regular entity wiath
regular posts. Otherwise, after RGSA project is over, then the SMU will have to wind up.

This 15 best done by shifting the posts in about 3 unite/sections in Mantralaya to the field, as the
SMU-PR will be doing presently what is being done in Mantralava. Thus there will be no need 1o
create any nEw posis.

[fa permunent arrangement is made. many of the present administrative gaps noticed in assigned
taxes and other issues will get automatically rectified.

This office can also be used to release the funds to Panchayat Raj (like it is bemng done by the
Directorate of uther departments) instead of from Mantralaya.

Thus the SFC strongly recommends the creation of a separate Management Unit for Panchayat
Raj on a permanent basis (instead of ad hoc basis linking it with RGSY) by shifting three sections
of Mantralaya, and without creating any news posts.

6.30.2 Appointment of 8 ZP Revenue officer reporting to CAFO

Our analysis of the prevailing system shows that there is a major institutional or a human resource
weakness in the management of the ZP income side, This is that there is no single section or
officer looking into the resources and assets of a Zilla Parishad, The CEO, ZP is busy and
continously engaged in achieving the targets and focussing on rural development programmes.
The CAFO 15 busy in managing the expenditure of government funds (93% of Zilla Parishad
Income). The responsthility of managing the ZP own income side, monitoring the same is a most
neglected area of a ZP. It is expected to be done by the Dy. CEO (VP) by convention, though all
the financial figures are naturally available only with the CAFO.

This istitutional gap has 10 be réctified on priority, Once there i3 o full ume person Lo look into the
matter, work sutomatically improves,

Hence we recommend Government to create two posts per ZP':

(a)  aZPandPSrevenue officer - 1o be filled by a MDS Class 11 officer

()  AnAAOorDy. Accountant from ZP cadre to assist him
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These posts though created by the Government must be paid from ZP funds only for three
years, After three years, the ZP has the [reedom to review and decide whether on account of the
two posts created, whether its own income has enhanced or not and then decide o continue or
discontinue these posts. But fur three vears every ZP has to necessarily create these posts from
own resources. Governmentneeds Lo give adirection under Section 261 af the Act.

The ZP Revenue officer must report to the CAFO and not to the Dy. CEO VP or any other officer.
The cuty chart of the ZP Revenue officer will be as follows:

«  Tomanitor all sources of own incomz of ZP

« To provide methods and ideas to ZP how to enhance the income of ZP by auction of iis tanks
and other properties

» Tokeepa register of the assets of ZP as required in the Act

* Toreportevery quarter to the ZP Body about the efforts taken by him in this regard

We are very confident that spending about Rs. 1 Jakh per month or roughly about Rs 12 lakhs on
these two posts, by the ZP mitially will be offsel by the increase in income many times this for ZP.
It will be a souid investment. We recommend that Rurul development department issues a
detarled Government Resolutionin this regard.

6.30.3 Need fora grievance redressal mechanism for ZPs:

It will be seen from the earlier paragraphs, that ZPs - for that matter all three tiers of Punchayat
Raj institutions - do not have a grevance redressal mechanism in situations when they do not get
whal (hey are entitled, even by law.

At present, there is i Monitoring Committee to ensure that the PR1s get all the assigned taxes on
time. This was constituted vide GR RDD/Pra sa 7/1093/24 dated 4th June 1993. The CEO 18 the
Chairman of this Committee and RDC of tlie Collector office is a member and Dy, CEO VP 1s the
Member Secretary. During our visits. we found that in almost all districts no meetings of the
Committee takes places and the GR of 1993 (issues 26 years back) is almost forgotten.

The only way the PRIs can make their grievances is administratively through usual channels.

Our SFC is of the strong view that there needs to be an institutionalised grievance redressal
mechanism lor getling their dues as given in Act and as per Government decisions.

6.31  Other miscellancous recommendations:

This being a Finance Commission, it is not our intention to comment on the entire spectrum
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of administrative reforms, However, we want to identify cortain areas, long neglected, which
hias a big beaning on the financial performance of ZP und PS. They consume enormous time, and
hag 8 huge financial implication, in terms of court orders, compensation (o be paid, interest on
delayed payment, elc.

Important Issues relating to Human Resource Management in ZP and PS:
6.31.1 Complete revamp of disciplinary and conduct rules

The Zilla Parishad employees are governed by the Maharashira Zilla Parishad Ihstrict Services -
Conduct Rules, 1967, This is modzlled on the Maharashtra Civil Service Conduct Rules. They
are also governed by the Maharashtra Zilla Parishad District Services (Disciplinary and Appeal)
Rules 1964. However. these were enacted in 1967 and have not been updated, These needs to be
updated fully on the lines of the Maharashtra Civil Service Conduct and Disciplinary rules,

6.31.2 Applicability of various labour laws to employees of Zilla Parishad who are getting
Giovernment pay scales:

[t is observed that many Zilla Parishad employees routinely go to labour court to redress their
grievances, Actually, ZP staff are governed by the ZP District Services Conduct and Disciplinary
Rules cited above. They got Govermment salaries and get all the perquisites, lifetime secure job,
and facilities on par with a Government servant, They also get pensionary benefits, So it is not
clear how and why legally labour courts can entértain them. Recently. there was an
interesting case relaung o ZP, Yavaunal where the [abour court has siated that the ZP employees
come under the ambil of Gratuity Act, whereas the emplovees already get gratuity as per
Government rules.

In SFC's view, there is perhaps some confusion in the labour law area whether Zilla Parishad staff
are to be treated as typical Government servanits (when actually they get all the benefits on par
with the Govermment) or whether they are to be govemed by the prevalent labour laws? Very
often ZP staff seem to be getting the benefit of both. Possibly, some clear enunciation in ZP & PS
Act or Rules and in the State Labour Acts that it will not be applicable 1o ZP employees is
necessary to remove ambiguity.

The SFC swongly recommends that the siatus ol ZP gtafl from Labour law point of view and
related issues must be examined in depth by an expert committee, in which an officer (serving
or retired) of the Lubour depurtment must be a member. The issue needs (o be settled onge for ull,
by bringing necessary changes in relevant Act or rules as necessary, This will save enormous fime
and resources of the Zilla Parishad and State Government which now goes into unwanted labour
court litigation,
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6.31.3 Issues relating to introduction of NPS in Zilla Parishad system:

All Z¥ employees wereentitled to pension, like State Government servants. However, 1o 2004 the
pension for newly recruited employees was replaced by the Nanonal Pension scheme, where a
conmbution is made by both the employees and employer and transferred to the National Pension
Fune

However, in practice there are many gaps and loopholes in implementation in NPS and we find
that many ZP are at different siages in implementation. Once again there are many ssues relating
to labour laws which needs to be addressed. Zilla Parishads run gruve nsks of violating prevalent
labour laws if the issue is not handled properly. SFC recommends that the Rural Development
Department comprehensively studies the position and come out with a time bound action plan to
put things on track.

6.31.4 Better management of available ZP Engineers:

The Zilla Parishad depends enormously on its cadre of civil engineers for implementing the
varipus schemes of the Government. This could be constructhien of buildings, rural roads or small
irrigation systems. Compared (o the State Government the size of works handled by a ZP
engneer 1s very small.

As per present system, the Zilla Parishads recruit civil engineers ai the level of Junior Engineers
or one level below as Civil Assistant Engineer. They rise up within the Zilla Parishad, by
expericnce and sentority up 1o level of Section Engineers, There are three engineering cadres in
ZP namelv irrigation, water supply and works, Beyond Sectional engineer level, they have to get
promoted to the State cadre only. They have different channels of promotion namely PWD
channel / Water Supply / Irmgation channel. Their State level semonty 15 maintained at the State
level either by PWD or Water Resources (Imgation) or Water Supply Department. Depending on
their ZP cadre. they gel promoted as Deputy Engineers in the State cadre either PWD or Water
Supply /rrigation. Very few rise to the level of Executive Engineers. The genceral experience is
that the Deputy Engineers or Executive Engineers are sent to ZP just al the fag end of their careers
on promohon. There 1s very Hitle motivation for a state cadre officer when 15 transferred (o a Zilla
Panishad at that pre retirement stuge to show good performance. All these leads to poor quality of
Human Resources i the ZP civil engineering department.

[t is observed that within the ZP iself, the tendency of the engineers is o opt to ZP (Works)
seotinn, Generally, there are very few engineers available in the minor irrigation/Water Supply
division (though generally minor iwngation work of ZP i3 less) and in the Panchayat Samitis. In
fact, maximum work 18 in the Panchavat Samitis and there is acute shortage of engineers. It may
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be noted that engineers have to visit various Grampanchayats again and again for supervising and
moniloring hundreds of scatiered warks of small value. This is time consuming. This is one of the
reasons for the slow pace of work in the Zilla Parishad and slow pace of absorption of [unds made
available,

There is need to completely study and overhaul the present management of available engineers
and their workload.

The SFC recommends as follows for better management of ZP resources:

(8)  creating a panel of ouiside enginesrs — retired or suitably qualified. They need to be
suitable trained and accredited. These empanelled engineers can do the estimate
preparation and inspection from tme to time, Core regular engineers of ZP should focus
on tendering, occasional visits and releasing interim and final bill.

() 1o merge the imgationWater Supply and works cadre of engineer as il ereates conflict
amongst them and often imbalance i their workload, This is popularly known as 'Akols
pattem' as il was successlully implemented in ZP, Akola.

(c) constitution of a Committee to examine the entire issues relating to management and
workload of engineers and come out with a long term solunon.

632  Better utilization of ZP immoveable property:

When ZPs were constituted in 1960s, plenty of Government land was available with the
Government and they were given to ZPs and PS, They are now prime lands in the city hosting ZP
offices, godowns ete. Likewise, good prime lands were made available for Panchayat Samitis,
and also PTIC's, animal hugbandry hospitals etc. in big villages. Now, with passage of time, the
distriet towns. taluka towns and big villages have many good prime lands in heart of the town or
village. with PR1s but they are grossly underutilised. There are also dangers of encroachments.

During our field visil, there were repeated demands from the non-official office bearers (o allow
the ZPto develop these properties and thereby give the PRIS an assured source of income lo their body.

[t is seen that Government has issued a GR dated Sankool/ 2006/ Prakaran/ 199 /Pa Ra 7/ dated |st
September 2008 giving comprehensive guidelines to develop the PRI properties on BOT model
Subsequently, it is learnt that Government had stayed the implementation of this GR as there were
complaints of misuse of the door that was made open to ZPs

6.32.1 SFC's Recommendation:

SFC is of the opinion that time has conme to carefully develop the properties of ZP on BOT or other
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suitable model and thereby give an assured source of income to the PRIs. More than ZPs it is
required for PS which are starved of own funds, There is also shorlage ol good commerciul
praperties in PS lowns.

ITowever, ZPs are not equipped to handle complicated BOT model of developing properties.
BOT requires good knowledge of contract laws and financial viability issves and the whole
exercise hasto be very transparent. PRIs do not have the capacity for this.

SFC recominends thar BOT should be done ideally by a Government agency like MSRDC or
State Lovel PWDAllernatively, some other dedicated agency can be considered. It recommends
forming of a Committes 1o examine all aspects of this issue including successful case studies of
such BOT done in the State and based on the recommendations to take further uction.

6.33  Increasein honorarinm te the non-official members:

Present [acilities to non-official members are amended in 2012 vide RDD Notification No.
ZPA.2010/CMS 71/C.R.122/PR-1 dated 20th November 2012, The rutes are as follows:

Table 37: Present honorarium to ZP & PS non-official members:

an == P
No. Category Present rates Remarks
| ZP President- Honorarium | Rs.20,000 per month
: | Zp Vice President R5.15,000 per month
ZP Subject Committee Y
3 Rs 12,000 per month | RDD Notitication No.
Chairman £ : ZPA2010/CMS
| 4 PS Chairman | Rs 10,000 per month | THCR.I22/PR-1 dated 20°
|56 | AR A ol i\
5| PS Deputy Chairman Rs 8.000 per month Hovenber2ots
ZP President & ZP Vice
b President - Travel allowance Rs. 2250 per month
ZP Subject Commiitee
s : 7
| Chairman Travel Allowance R A0 en mnnt]_z
8 | PS Chainman TA ‘Rs 1350 per month
9 PS Dcput}' Chau*nmn travel _ Rs 9[1[1 per month
{1 ZP Member Travel Rs 3000 ) per mumh
1 I PS Member | Rs 1200 per month

SFC strongly recommends lo review the present rates of honorarium, travel and sitting fees of
non-officialy and revise il so thatit 18 on par with prevalent costs




6.34  Panchayat Samitis:
Introduction:

As siated earlier, Panchayat Samitis do not have any independent legal entity in Maharashtra,
They are covered under a single Act, the Maharashtia ZP and PS Act, 1961, We can call them the
miplementation arty of the ZP. They are closer to the public and Grampanchayats are directly
supervised and monitored by them. The lunctions of Panchaval Sarmitis are contained m Section
101 ol the Act. While subsiantial amounis are spent by a PS every month in schemes and in
estublishment (mainly salaries of primary school teachers and all staff of ZP deputed to PS) the
own income of a PS is very limited. This is because their only source of own revenue of a
Panchayat Samiti is a share in the land revenue cess, This is discussed later.

Ln somie other States, as in Andhra o Tamil Nadu, the intermediate Panchayats (that is equivalent
of Panchayat Samitis) are quite strong. But in Maharashira they hardly have any role in decision
making. The following are the observations made by the third State Finance Commission (2006)
whichare still relevant today:

‘Inn our discussion with officials and non-officials in Panchavat Samitis, we have noliced a sense
of resignation and helplessness regarding their role and authorty. Complamis regarding
undermining of importance of PS are common. Some of the office bearers have suggested
abolition of the institution of Panchayat Samiti, if it cannot be strengthened to perform a
meaningful role as an important constituent of Panchayat Raj imstitution'. (para 5.2.4)

"The Commission feels that the disillusionment and frustration of the functionaries of Panchayat
Samitis is not entirely misplaced. Because of non-availability of (own) funds they are hardly
performing any meuningful role. They are not making uny contribution in policy making,
planning and execution of schemes. The Commission suggesis that the Government should
deliberate and carve out a definite role for Panchayar Samitis. There should also be a clear
understanding of the role and ZP and PS in execution of schemes and project as there is a
congiderable overlap of functions and aclivities. Part of the funds that are given are given o ZP
should also be sarmarked for Panchayat Saniinis so that they can plan und execute the schemes
without intervention of ZP¢ ' (para 5.2.5)

It is in the spirit of the above observations made way back in June 2006 that we are making the
obseryations below,
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6.35  Sources of own income of a Panchayat Samiti:

There are very limited sources of a PS. Basically they are a share of the land revepue cess

(assigned taxes). Theyare:

Table 38: Sources of Income of Panchayat Samiti

Share of additional cess on Land Revenue | 40% to ZP and 60% to PS
(Section 155)

Matchmg LR grant ( Section 185) 40% to ZP and 60% to PS
Incentive grant { Sec 186) 35% to ZP and 65% to PS

As the LR souree is itself shrinking and the PS share is to be shared by all PS, the actual amount &
particular PS pets is very less, The following is a sample study of revenue pattern of thirteen
panchayat Samifis in different paris of Maharashtra.

Tuble 39; Avernge of Punchayut Samiti's income af three years (2015-18); (Rs. in Lakhs)
Fundsreceived | Funds received = PS own
- |through transferred.  under | income
Sr. | Panchayat | schemes (Section | agency seheme | (including Total
_ 6,823 235 : 24— |
Tk _— — - b
il s 96,58 3.07 gas | %
9,932 102 125 |
2 | Sangameshwar 94.96 X | 12 _1 10,459
635 5 63 |
ol s 91,02 087 an__| ™
. 6,789 265 | .
4 wd Lo = A — 1 7
KAt 96.17 3.69 baa | v
11,921 341 B8 | .
5 | Dhule 96,56 o i | 12,349
, 7.074 368 61 |
6 | Dindori 94.25 493 0.81 ; 7,503
4.008 175 53 |
\ Rolmiuid ———————————————————————— — )
7 | Nandura 94 61 i 129 I 4,235
2,001 226 12 | -
§ |Manom 91.64 99 | oar | ¥
5.273 421 16
? S 92 38 735 027 | %
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s, [Cirvugh transferved
Sr. | Panchayat | schemes (Section
No- Samiti _100)
7.689 7 -
o e mos | e | oa | M
4,149 234 17 |
11 | Patods 9446 = = 4,400
. 2,464 113 11
12 | Karanja 5522 e = 3 588
34
13 | Kalmeshwar |- 9132— - J.Su.i_ i _u‘_;_i_ N 3723
5,627 280 41
Average 94.03 | 483 . 114 5,948

Thusy, it will be seen that PS receive very little own money.

6.36 Recommendations to augment the sources of income of a PS:
We regommend following sources (o augment the own income of PS:’
6.30.1 Shareof management fee:

We have recommended in para 6,23, 1 above that the ZP should be allowed to levy a management
fres for implementing Government schemes up to 2% for their establishment expenditure, We
recomumend thai this 2% should be shared between ZP and PS equally that 1s 1% each. Of course,
since there will be many PS i distoet, they will get the 1% distribuled amongst themselves.

6.36.2: Share of the Professional tax collected by Grampanchayats:

[u the chapter on Grampanchayats we have recommended that Grampanchayats be allowed to
levy professional tax in the model of Gujarat. We recommend that Panchayat Samitis must be
given 25% ol the Grampanchayat collections is a supervising and monitoring body.

6.36.3: Ashare of the Stamp Duty cess:

We have already recommended in para 6.10.2 (f) that PS must be given 4 0.25% duty cess by
amending Section 158 of the ZP & PS Act.
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6.36.4: Separate vehicle for the PS Chairman and BDO to be provided by State
Government or from ZP (Depreciation Fund)

The PS Chairman 1s allowed to have a vehicle from the depreciation fund of ZT' like other ZP
committee Chairman. The BDO also gets a vehicle either from the scheme funds or from the ZP
depreciation fund. The situation varies from ZP 10 ZP in Maharashtra. In general. in Western
Maharashtra there are two separate vehicles ane for the BDO and one for PS Chairman, but in
many other districts, particularly Marathwada and Vidharbhs, where the own resources of a ZP
are weak, they share one vehicle which causes triction. We strongly recommiend that Government
must issue @ GR that there must be a separate vehicle for both, considering the status of a PS
chairman and workload of a BDO. The Government must direct thar the funds for the same must
be tapped from ZP depreciation fund and given to both on top priority basis. This will greatly
incentivise the heavily loaded BDO, who supervises all the development functions in the block.




Assessment of Finances of Grampanchayats

7.1 Background:

In the year 1959, a Commitiee headed by Shri Balwant Rai Mehta was constituted Government of
India to make recommendations for establishing vibrant local self-government institutions. The
Commnittee made several snggestions for strengthening the Panchayat Raj mstitunons through
devolution of functions, finances and functionaries. The Govemment was to retain the role of
overall supervision. planning and providing funds where necessary with itself. while the village
level functions were 1o be left to Grampanchayats. The Grampanchayats were to be constituied
through direct election based on adult franchise.

Asa follow up, in Maharashtra a Committee was set up on 27 June 1960 under the Chairmanship
of Shri Vasantrao Naik, the then Revenue Minister (later Chief Minister of Mahurashtra) to work
out the details for establishing Panchayat Raj institution m Maharashira in accordance with the
recommenditions of Balwant Rai Mehta Committes. The three tier structure of Panchayat Raj
bodies in the State including the institution of Grampanchavat is based on the recommendations
rade by the Balwant Rai Mehta Commiriee. The Naik Commifttee suggested establishment of
Grampanchayats for villages or group of villages, having population of less than 20,000 but
exceeding 1000 and further suggesied that all the funetions performed by the Talathn in respect of
Grampanchayats be entrusted o full nme Gram Sewaks. The Committee made detailed
recommendations regarding shacing of funds, powers and duties. and functions of the miral
bodies. These recommendations have been appropriately included in the Maharashtra Zilla
Parishad and Panchayat Saniiti Act, [96].

7.2:  Grampanchayat—the legal status:

The Grampanchayats in Maharashtra are govemed by the Maharashtra Village Panchayats Act,
1959, Gramponchayats are independent legal entities, body corporates, with perpetual
guccession. They can own moveable and immoveable properties. They can sue and be sued
(Section 9). But operationally they are designed mn such a way that they are under the
administeative control of the Zilla Parishad officers and ZP system.

7.3 GPs and the 73rd Constitutional Amendment:

GPs get & big lift in their status after the 73rd Constitutional Amendment which has been
operationalized from 24th April 1993. Now they have been given a Constitutional status (Article
243) which has enshrined certain minimum rights and features for 4 Grampanchayat. This
includes regular elections, reservations for the weaker sections both for wards and Chairman
(Sarpanch) position. There is also horizontal reservation for women. Further, the Gram Sabha

where sll adult resident  members have right 1o participate, hus also got @ mention in the
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Constitution. Further, as mandated by the Constitution regular elections are held for
Grampanchayals under the supervision of the State Election Commissioner.

Some States like Kerala and West Bengal have opted for strong Grampanchayats. They have
substannially devolved funds, fimetions and fimenonanies. The size of the GPs is also big, In
Maharashira there nppears to be slight imbalance in devolution of functions, funds and
functionaries. The devolution in funds and functionaries do not metch the devolution m
functions, making them dependent financially on the Government and higher agencies.

7.4:  Population of GPs —Ananalysis:

The size of the GPs steeply varies in Maharashira. The tendency is foreach village (settlement) in
a group Grampanchayat (A group GP is one where there are number of settlements) to pass 4
resolution and ask for independent GP status. As per old Rural Development Department Circular
No. VPM118%/CR 3010722 dated 5th February 1989 the population norm for establishing a new
Grampanchayat was 600 or more and in exceptional cases for example, if it is an adivasi tanda
(settloment) and il the distance berween the villages is more. it was 300, These norms were in full
force 1ill the new Rural Development Department GR No. VPM 2603/CR 1544/PR-4 dated | 2th
February 2004 came in force. Maijority of the new Grampanchayats were formed during the
period of old GR.

As per the new guidelines prescribed in the above GR dated 12th February 2004 for
establishing/bifurcating anew Grampanchayat, following are the requirements:

i, Population must be at least 2000, but if'it is an Adivasi 1anda and the distance between the
2 villages is more than 3 kms., or if it is & project affected village then the population
eriteriais reduced to 1000

b. The new GP must have a per capita income of Rs.20, but if the GP is in hilly ares the per
capita income should be Rs.25 and if & project affected village its per capila should be
Rs.200-,

[n practice, many new GP's have been constituted under the pretext of'3 kms distance’. Thus, now
there are about 28,000 GPs and about 45,000 revenue villages in Mahuarashtra. Thus, the
population size of the GP4 is reducing.

The following is the broad classification of Grampanchayats as per population (census 2011 ):




Table 40: The categories of GPs as per population

Popuistion | 0 | 1001 | 2001 | 3001 | 4001 | S001 | 6001 | 7001 | S001| 9001 1::' Giand
Distriec | 1000|2000 3000 | 4000 | 5000 | 6000 | 7000 | 8000 | 9000 | 10000 | above | T
Ahmednagar | 150 | 485 | 279 | 153 | 89 | s1 | 27 | 1@ | 12| 5 | 38 | 1316
Akoln (11 22| (s | x| B3] 6| 4| 1| 3 | 10| su
Ameavath |154 [377| 172 | 66 | 29| 8 | 7 | 5 | 3 | 4 | 1B | 383
Aurangabad | 109 (353 | 203 | 88 | 37 [ 24 | w0 | 3 | 4 | 5 | 18 | 360
Beedd (210 |450 | 202 | 79 | 40 | 17| 4 | 6 | 4| 2 | 10 | 1024
Bhandars | 118 | 250 | 88 | 40 | 14 | & | 3 | 2 4 4 539
Buldhena | 90 | 433 | 192 | 62 | 31 | 18| 4 | & | 4 3 19 867
Chandrapur [ 193 (444 | 14 | 38 [ 23 | 15| 3 | 0o | 2| 3 | n | 843
Dhute |57 |200| 126 | 73 | 37 | 21| 3| ¢ | s | 2 | 12 | s
Gedehiroli | 78 213 | 105 | 37 | w | a |l 7 [ 3| 1| o 5 467
Gondia |68 (253 161 | 40 | 10| | 2| 2| 4| 1 | 3 | ss5
Hingsli [ 144 |268 | do6 | 17 [ 15 | 3 | 3 [ 1| 1| 3 3 565
Tuigaon | 182 [ 480 | 220 | w0 | s2 | 32| w6 | 1® | 12| w0 | 20 | ns2
Talna 109 408 | 160 | 54 | 18| 0| 5| 6| 2| 1 T | T80
Kolbapur | 200 | 360 | 182 | 91 | 48 | 35 | 23 | 16| 7 | 9 | 35 | 104
Latur [120 (325 186 | 69 | 28| 16| 10| 8 [ 6| 2 | 13| 78
Nagpue 176 | 366 | 109 | 42 | 18 | 12| 10| 6 | 7| 4 | 21t | ™
Nanded (322 (578 | 243 | 82 | 28 | 18| 10| 7 | 5 | 2 § | 130
Nandurbar | 62 [258 | 10| 51 | 22 [ 10| 10| 9 | 5 | 4 6 577
Noshik | 129 | 555 | 349 | 163 | 65 | 47| 20 | 16 | 6 7 21 1378
Osmasiabad | 117 | 289 | 104 | 46 | 26 | 16| 7 | &8 | 2 | 3 9 621
Palghar | 36 | 147 | 104 | 66 | 49 | 20 | 12| 1L | 7| § 18 | 476
Publoni (206 | 285 | 129 | 42 | 20 | 9 | 4 | 4 | 1 4 705
Pune (370 | 443 | 223 | 123 | Se | 53| 26 | 15| 12| 1 | &0 | 1392
Ruigad [211 284 | 130 85 | 44 | 28 | 12 s | 3 | 17 | s
Ratagii (264 [ 369 | 134 | 42 | 17| 7 | § 4 2 0 3 847
Sangli 128 (2% | 125 | T | 35 | 36| 2 | 12| 7T | 9 | 27 | 704
Satara (654 |456 | 183 | 93 | 45 | 9| 16| 6 | 4 | 8 | 15 | 1499
Sindhadarg | 130 | 180 | 71 | 21 | 13| 7 | 3 1 2 2 433
Solspur (134 [ 348 | 217 | 146 | 68 | 38 | 20 | 12 | 11 | 5 | 24 | 1032
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Population ? “fl .ﬂfl Hjﬂ lﬂ-ﬁ sufi ﬂ_ﬂ 1?1 Iﬂjll m_m 1$ Grand
District | 1000 2000 | 3000 | 4000 | 5000 | 6000 | 7000 | 5000 | 9000 |10000 | aboye | T
Thine 77 (177 | 82 [ 48 | 16 | 1 [ 12 | 0 | 3 1 | 25 | ass
Wardhn 152 255 | 87 |22 | 6 | 2 | 5 | 4 3 3 | 9 518
Washim |59 [270 | 96 [ 39 | 15 [ 7 | 1 | 0 | 1 1 3 493
Yovarmal (308 [ss0 (22 [ 61 (3 [w|[w|a 6] 3 | n 209

Grand Total |5670 | 11603 5277 | 2202 | 1074 | 638 | 354 | 238 | 160 | 129 | 510 | 27945

Chart 23: Analysis of GPs — On basis of Population size -

GP Analysis Percentage - On basis of Population

Population Range

» 02000 = 200114000
® 4001-8000 B ERO1-8000

I BD01-10000 B 10000 and above

Thus. it 1s seen from above chart that 62% of Grampanchayats of Maharashtm have population
between 0—2000.

Chart 24: Peccentage of the rural population living in different categories of GPs

Population in villages of different sizes of GPs

Population of GPs
= 0-2000
20014000
B ADD1-6000
& F001-8000
& B001-10000
10000 and nbove

Thus, it 15 seen that 37% of rural population of Maharashtra lives in band of having 20014000
Grampanchyut segment.
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7.5  SFC's Recommendation regarding GPsize:

It would be seen from the above data that the population size of the GP is decreasing. The trend is
to convert each settiement as one new GF, avoiding ‘group GPs'. This has created viability issues.
Each GI* however small, needs to keep a set of financial records, have regular meetings, ete. It1s
not cost effective for the State o give one full Secretary for small GPs of 300-1000. where the
number of households are just 100-200, But such GPs exist in tribal and other areas.

States having a strong GPs like Kerala have GPs with size of 15,000 - 20,000. This enables to
provide a vanety of services and develops local leadership. It is leamt that Kamutaka has also
revamped its GP size in interest of better administration. There are just 6022 GPs in Kamataka as
compared to 28,000 in Maharashir.

Thete is urgent need to-examine the GP size comprehensively as the present size - and tendency
to become smaller affects administrative viability.

7.6 Dutics and responsibilitics of Grampanchayats :

Schedule-1 of the Maharashtra Village Panchayats Act. 1958 is the 'Village List' contaimng list of
functions entrusted to the Grampanchayats. The State Government may delete from or add any
entry {rom the list with the previous approval of the State Legislature. The list inclodes subjects
viz. agriculture, animal hushandry, forests, education, public health, irrigation, buildings,
commynication, and social wellare, etc. The Grampanchayats are to make suitable provision for
any or all the subjects from 'village fund' in which all the funds received by the Grampanchayat
ire to be deposited.

While the listin Schedule-1 is very long and exhaustive, the core activities of the Grampanchayats

are as follows:

* Providing civic amenities, cleanliness, local sanitation, drainage, and of solid wasic
management - collection, transportation and disposal

. Street lights and their maintenance

’ Maintenance of village internal roads

. Mamtenance of bunal grounds and erematorium

. [4sue ol birth and death certificates

. [ssue oflocal resident certificates and other such certificates

. Bullding permigsion for construction, repairs and extension within gaothan

. Provision of household (ncluding drinking) water for the commmmity

In recent years there has been a spurt i GP activities, The GP implements schemes of rural
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employment like Mahatriia Gandhi National Rural Employment Guarantee Scheme and approval
beneficiaries for various wellare schemes like nural housing, Rural Livelihood Mission and other
State sponsored Schemes and programs, elc,

7.6  Budget and Accounts of the Grampanchayat:
7.6.1 The provision in the Act:

Every Grampanchayat is expected to have a 'Village Fund' (Section 37). Amounts received as
grant in aid frony Government, assigned taxes, tax income and other non-tax income. In short, all
incomes except schematic or purposive and project fimds are to be credited to this Village Fund.

The Gramupanchayat 15 required to submit an annual budget estumate 10 the Panchayat Sanit
(Section 62).

The format in which the accounts and village records are to be kept will be prescribed by the
Government (Section 62(4)). The Secretary, of the Grampanchayat has to place the annual
accounts for approval of Grampanchayat and get it approved. The approved aceounts along with
an aninual sdministrative report has to be sent to the ZP (Section 62).

7.7 The audit arvangements:

The accounts of the GP are audited by the Local Fund Audit Department. Since the income and
expenditure of the GP are very limited. and GP has few assets, there is no separate arrangement for
valiclating the accounts, The local fund auditor checks both the cash book. records and all other
financial issues atone go.

7.8  GPrecords and efforts for their computerization:

Priorto 2011, the Govemment had preseribed 27 registers which a GP has to maintain, Subsequently. in
2011 the Government in exercise of its powers under 176 read with Section 62, has notified, the
'Grampanchayat Account Code, 2011" which has prescribed a modified set of 33 registers. Thus,
according to the 'GP Account Code, 201 1" these 33 registers are to be maintained at GP level.

The Ministry of Panchayat Raj, Government of India, in i1s attempl (o streamline the Panchiyat
Ry accounts has been promoting the e-punchayal enterprise surte (PES ) and 2 national panchuyal
portal. This has been developed by NIC. It consists of 11 softwures. They cover the entire gamut
of information related to a Grampanchavat. They include. inter-alia:

. Local Government Directory - with all details of office bearers and a unique D for each
GPin the country
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. Area Profiler

. Plan Plus

. PRIASoft (accounts saftware)
. Action Soft

. National Asset Directory

’ Social Audit and Meeting Management
. Service Plus (citizens service delivery)
. Training Management

. National Panchayat Portal

The overall idea is that it should be possible 1o upload the data of the GP at the village level and
aggresgate 1l at Block, District, State level and national level for analvsis and decision making,
The object is Lo promote transparency as most of the data shifts to public domain,

Mauharashtra has been in the forefront in operationalizing the PES software of the Mimstry of
Panchayat Raj and has won national awards. The Sangram Project underwhich this was done was
started many years back.

7.9  Importance and need for online entries:

Collecting data- particularly financial data- from GPs 15 not easy. Shifting to e-accomnts and e-
registers helps in getting reliable data and effective monitoring of GP performance, and helps in
analysis and more effective decision making at all levels, It also promotes transparency. as most
of the GP records are in public domain. The task of a SFC becomes very easy when data is readily
available. In fact, this SFC like all Finaneal Commissions had to put in great effort to get reliable
dara from the field.

7.0 Issues in computerization of village records and accounts:

Computerization of the village records and placing it online is a daunting task, as the levels of
understanding, capacities of 28,000 Grampanchayal Secretaries are not likely 1o be same.
Further, the levels of GP in terms of development, capacities vary. In many remote and forested
GPs there may be intermet connectivity and related issues.

Presently, PRIASofl accounting software for accounts developed by NIC is used wadely, though
the quality of accounts maintenance leaves much to be desired. However. there 15 necessity of
keeping physical records for audit and inspection purposes. Therefore. the change has not fully
happened. Likewise, in use of Panchayat E-software of Government of India, some registers are
used widely, while others are not.
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Lust year by GR dated 24.1.201 8, the Government has initzated the E-Gramsoli project wherein a
soflware has been developed for the GPs to help them go paperless. That is, the GPs will
evenlually become paperless and all records will exist as solt copies. Reportedly, about 10% of
the GP¢ are shifting to this mode in near future,

7.11  SFC'srecommendations to consolidate on the E-Panchayat initiatives:

As mentioned earlier, computerization ol village records, und it's onhine management 15 o
daunting 1ask. It may be easy in some developed parts of the state. but bringimg the change in all
28.000 GPs will need sustained effort. Mahuarashira, 1s relatively better than other States and has
spent substantial funds of the Thirteenth and Fourteenth FC on the computerization project. To
succeed, sustained efforis are required for 4 long time. Discussion at villuge level reveals that
Crram Sewaks find 1t easy and less troublesome to keep records online, once they leam to do 1t
properly. The fallowing practical recommendations are made by SFC in this regard:

L]

The PRIASoit has ceriain standard account codes (budget lines), with dedicated four dign
numbers for various items of income and expenditure. Such functional account numbers
(budget line heads) must also be provided in ‘Maharashtra’s GP Account Code 20117 50
that PRIASof and staie regisiers are fully aligned.

There are some Janguage barricrs at GP level, as the PRIASofl 15 in English. A small
Marathi - English user friendly guide in this matter will help the Gram sewaks to remove
their mental blocks.

Generally, in IT field younger and junior staff are more computer savvy. This also
happens in rural areas where the junior Gram Sewaks fresh from educational institutions
may be more responsive o electronic accounts, while their own bosses, like the senior
Gram Sewaks, (he Extension officers, the BDO maybe not so responsive. This issue needs
to be addressed by intense training of higher level officials like Exiension Officers.
BDOs. Dy. CEOs, etc. because the support of higher level officials 1s necessary for
computerizing villoge records.

Local Fund Audit Department's needs to be oriented to audit clectronic records if
necessary. It is learnt that AG has initiated certain initiatives to facilitate this shafl.

At present. the progress in e-record keeping is somewhat uneven, and there are many CGiP's
ahead, while other GPs are much behind in same Panchsyat Samiti or district. [t would be
strategically more effective if, in the first phase, one Panchayat Sanmiti (per district) is
fully made 'online' first by ellective and sustained training and other support. In these
blocks, the GPs cian become paperless. Therealter alter secing the besicon Panchayat
Samutis ol each distriet, other Panchayat Samitis can [ollow one after another.

Foaglrtt 0]

e Fits Mxlunotitrs State Fitaicr £ oatunssin S T S

18




7.13  Sources of Income of Grampanchayats and their analysis:

Chart 25: The sources of incore of GPs are best explained by the following diagram

Income of GP
: _ : : i
| Own Income | Other Income ‘ Specific/Purposive Grants
| | - Suppart
| I |
Ta:ns;'Cn_m .
and Charges ‘ T:;I:: ‘
(5ec 124) +
- ' S
Assignec ‘ Grant-in-Aid 14" FC Grants
Taxes | | 1

7.14  Own Income of GP:
T.14.1. Tax and related income levied under Section 124

All the different type of taxes that a Grampanchayal can levy are listed in Section 124 of the Act.
However, the Act also says that these 1axes can be levied “subject 1o the mintmum and maximum
rates which may be fixed by the State Government and in such manner and subject to such
examplions as may be prescribed’. In other words, they are circumscribed by the guidelines of the
Government, Accordingly, Government has enactled the Maharashtra Village Panchayats Taxes
and Fees Rules, 1960, which has been aniended fron time to tine.

T7.14.2 Tax on buildings and lands:

House tax or property tax s the main source of own income of a GP. This is collected as per
enabling provision in Section 124(1) of the VP Act. This was earlier collected on area basis.
However, it was challenged in the court by an aggrieved party and the court directed to
compleiely revisit the existing guidelines on the method of collecting the house tx (2015),

Accordingly, the Rural Development Department has issued a fresh notification on 3]st
December 2015 in exercise of its powers under Section 176 of the Village Panchayat Act.

[t is seen that the new guidelines of 31.12.2015 is bused on capital value of property. From the
reports we gathered from (he field, the new urrangements are working smoothly and the house tax
meome of the Grampanchayats have mereased substantially afier 2015, The Rural Development
Deparument has conveved that so far there has been no litigation on the new capital value of

property guidelines.
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The following are some examples of how the income of GPs have increased after the adoption of
capifal value:

The tables show the percentage increase for 2 years (20135-16 & 2016-17) after simiting the
Property Tax calculation to *Capital Value Method® for each type of Grampanchayat.

Table 41: Property Tax changes in Grampanchayats having below 3000 populsuon

(Rs, in Lakhs)
2014-2015 2015-2016 _ 2016-2017
Total ~Total
tax ax
No, | District | Grampanchayat tax el Perconiage o= Pereentage
(as per old | 1 oduced introduced
el | o 3 oo 3lst
. Dec 2015) Bec 2015
| 1 | Palghur | Lalonde T - 29.14 2890 61.16
| 2 | Ahmadnagar | Umbergion 0.54 0.59 919 121 104.00
3 | Kolbspur | Husur 495 5.00 .07 9.08 B1.64
Tandalwadi-
4 | Beed | Bhill 0.58 039 1.35 1.44 14555
f 5 | Ampwvati | Chandurwadi | 0.71 0.83 16.94 1.49 19.48
i | Bhandara | Jakh 3.60 3R | 789 6.80 74.94
Table 42: Property Tax changes m Grampanchayats with 3000 - 3000 population :
(Rs. in Lakhs)
2014-2015 2015-2016 2016-2017
Total | Tolal Property !!'1::11'
gr. | = Property | tax Demand s
No, | Pistrict Grampanchayat tux ASpernew | percentage | oo percentage
Demand | method | Inerense | “PERY | inerense
(us per old | introduced on intreduced
| A i | ko] | N Ismnuu I
|1 | Palghwr | Untuli. 5.25 5.50 476 1250 | 12727
|2 | Nushile | Sswurgson 1.2z 1.B6 3325 | 293 __57.56
3 | Solapur | Khandvi 235 253 747 5.72 12654 |
{4 | Pasbhani | Dharasur _H‘? 1.32 237 | 203 34.58 |
| 5 | Amravati | Papal 309 315 1.90 | 469 4903 |
6 | Gondiya | Kawarabandh 1,39 1.91 3752 | 53 178.13

121




Table 43: Property Tax changes in Grampanchayat with 5000 - 10000 population : (Rs. in Lakhs)
| 1 2014-2015 2015-2016 262017
;;t - _ . - Total tax Demand | tax Demand
‘No | District | Grampanchayat = FProperfy tax | aspermew  Percentag  aspermew | Perconfag
‘ Demand (as | method  cIncroase  method | ¢ Increase
perold rate) | introduced on introduced on
31st Dee 2015 315t Dec 2015
|| Palghar Kudus Lig.0s (4145 1282 25004 7602
4 | Nashik | Nayadongn 3.03 3.99 | 30391 7.09 17.74
i | Solapur | Nogansur 273 273 | o 439 £0.64
Osmanaba - &
4 |0 salkot 7.48 744 047 228 1126
Vathad] .
- T [P st | Shukleshivar 814 912 - 12.00 17.80 0519
6 | Gondiya | Khanuri 9.46 .80 | 336 1834 8711

Tuble 44: Property Tax changes in Grampanchayats with above 10,000 population ;
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(Rs, in Lakhs)
2014-2015 20152016 2016-2017
No | Distriet T | Property fax uprm Percentage upurmi-' Percentag
. Mlll (ns method Incrense method | ® Inerense
318t Dec 2015 3ot Dee 2018
1 | Roinagiri | Khevdi 67.92 7467 | 983 | 1345 g0z1 |
Adimadnaga .
2|r | Ghulewad| R e at | e | 94
3 | Pune | Pirangul 183,36 20530 | L.26 34-6 40 | £8.73 |
4 | Deed | Kada 18.51 20.25 | 94 2230 1012 |
S | Washim | Anging 41.91 238 | 2500 7483 12.86
6| Comdiya | Kudva 30.36 Bos2 | so87 | i [ sz
Table 45: Property Tax changes in Peni Urban Grampanchayals :
(Rs. in Lakhs)
20142015 _2015-2016 2016-2017
Total Total
Na.| Districe, [Crampanchiyat| pooy iag h“"'" Percontag | 2XDemand | o oniag
per old rate) M m introduced on
| JstDec20is | 3sDecdnls,
| 1 | Ratnsgiri | Nachone 65.17 6649 | 203 179.86 | 170.49
2 | Nashik | Oz 15.46 8988 | s.18 10704 | 19.09
3 | Pume | Waghali 428 86 52035 | 2133 7538 87.64
4 | Osmanabad, Sanjo 215 3.25 51.30 5.68 7513
5 | Yevatmal | Bhari 2101 22,10 5.19 26,05 17.89
| 6 | Wardha | Nalwadi 42.56 4421 388 47.20 6.78
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Table 46: Properiy Tax changes in PESA Grampanchavats - (Rs. in Lakhs)
; : TSIy TR T
i o
sper | method Tnerease | U yeq | Inerease
| | Palghar Karalguon 0.48 0.48 164 158 225.22
| 2 | Thane Temba 592 6,17 433 | 10m 73 46
3 | Nandurbar | Bhagdari 3.21 371 1573 | 466 25.62
[ 4 | Pune Pimpalgaon 217 220 133 | 3,39 3437
3 | Amravati | Bijudhavadi 1.88 188 000 | 210 11.63
6 | Chandrapur | Manoli | 127 1.78 4053 | 346 D443

7.14.3 SFC'srecommendation regarding house tax and on vacant land:

SEC s of the view that the new guidelines of 31.12.2015 has had a positive impact and the house
tax collection has increased in the GP. SFC would recommend continuing the present
arrangement and occasional random studies through expert agencies like All India Local Self

Government about the feedback and how further improvenients can be made.

T.14.4 Taxes other than house tax (covered by GR of 31.12.2015) that can be levied under

Section 124 0f VP At

Table 47: Type of taxes provided for insection 124 of the Village Panchayat Act

Sr. | Sub Section : .
No. under 124 of Type of tax/levy
| VPAet
1 ] A tax on land ( not subject to agncultural assessment) and uldings
in village area
2 L{1-a) Betterment churges on the lands benefitted from schemes or projects
undertaken by a Panchayat from village fund
3| 1Gi) | Apilgrims wx
4 L(1v) A tax on fmrs, festivals, and other entertainments
5 (v) A tax on bicyeles and on vehicles drawn by animals
6 (vi) A tax on the following prolessions, trades, calling and employment
namely shop keeping and holel keeping, any trade or calling which is
| carmed on with machinery or by manual labour , cattle broking
L7 | Avii) | General sanitary cess
8 (viii) A general water rate which may be imposed in the form of a rate
assessed on buildings and lands or in any other form as may be best
adopted 1o the cireumstances
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Sr. | Sub Section

No |under 124 of Type of tax/levy

E {1x) Tax sanctioned by State Government for eg. Visitors” Tax. etc.
| 10 (x) A [ee on markets and weekly bazaars

11 (x1) A fee on cant stund and tonga stands

12 {x11) A special water coss for water supplied through pipes which may be
imposed in any form

13 (xiii) A fee for supplying water from wells and tanks, for purposes other
than for domestic use and caitle
14 (xiv) A fet for temporary erection, on of putting up projections or

temporary occupation in i streei- like advertisement fix, antenna (ax
15 (xv) A special sanitary cess upon privale latrines, prenuses or compounds
| tleaned by the panchayat agency

16 (xvi) Fee for cleaning cess pool
17 (xvu) | Grazing fee on panchayat lands .
I8 | (xviid) A fee on registration of anirnals traded in the market

7.14.5 SFC's recommendations for various changes in Section 124:

(a)  Theterminology 'Betterment Tax' needs to be changed:

There 18 provision for levying a Betterment Tax under Section 124(]1 i(a) of the Act, on the lands
benefitted from schemes and projects undertaken by a Panchayat from the Village Fund.
As correctly pointed out by the 3rd Stute Finance Commussion in 2006 itself, the small schemes
which the GP implemenis from the villuge fund is unlikely to have any measurable impact on the
vidlug of land. Therefore, imposition of a betterment charge becomes difficult. Rather it would he
betier Lo frume this provigion on the lines of the Maharashira and Regional Town Planning Act,
2018, Under the MRTP Act, 2015 ns Grampanchayat is declared as a planning authority for the
“CGaothan Area”, in that way it is possible to levy a [ees for any development of land or building,
including construction, modification ete. Under Section 52 of the Maharashtra Village Panchayat
Act. 1959 a person needs to get the permission of the GP to erect or re-erect a building.
The GPs need to get some revenue while giving this permission under Section 52. Hence, if the
weord hetterment charge is substituted by development charge, it will open the door for more
income to the GPs, Section 124 needs to be changed suitably, The rates of development charges
(maximum and minimum) needs to be notitied as a rule separately with concessions for tribal and
FEmOoNe Areas,

(1%) Need to fix updated minimum and maximum:

The third SFC has pointed out that the minimum and maxinmm rates fixed for varjous types of
levies under Section 124 under the Maharashtra Village Panchayats Taxes and Fees Rules, 1960,

Rglons uf s Eifth Dl abiiadire Stuts Tliaics Cranmizizion o et oof lacarartte

124



are very old and need to be increased with the times, Now, it is leamt that the Rural Development
Depariment has prepared an updated mmimum and maximum rates and it 18 in the final stages for
notification. We hope that this new rates, when notified, will be more relevant and aligned with
prevalent prices,

(c) Need to add, reduce and modify the list of levies under Section 124 in changed
circumstances:

[t is observed that the list was prepared in 1960, The times have changed and many years have
passed. Presenily, the ierminologies like taxes’, 'cesses’ and "user fees’ which have different legal
meanings have got mixed up m Section 124 and may give room for unwanted hingation. Entire
Section 12415 worded ina cluttered way.

It is, therefore, necessary to completely modify and reclassify the various sub sections in
Section 124, giving independent titles and sub numbers for :

v taxes (to be collected from property owners or others and used for any purpose as decided
by GP)

. user fees (Lo be collected specifically from the user's only)

. cesses (collecled for a specific purpose and o be used for that purpose only without
diversion),

We recommmend [ollowing indicanve categories for a revigsed Section 124:

Taxes category:

. House 1ax

. Tax on vacant land

. Advertisement and mobile tower tax

’ Tax on professions, services and callings

User fees eategory (to be collected from the actual user's or beneficiaries)

' An 'Environment Management  Fees' (in lieu of the word 'pilgrim tax’ and 'visitor tax') for
providing drinking water and sanitation  facilities to temporary visitors visiting a shrine
in & Grampanchayat in any part of the year or during some period of the year (user fee)
coinciding with a jatra; or a natural spot of beauty, etc. This could be collected from both
vehicles and on head count

. Parking tees for motorized und non-motonzed velucles it stands (user basig)
. Cirazmg fees on panchayat lands

. Fees for temporary erection, projection, occupation ofa public street or place
. Fees for markets and weekly bazaars
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C

ess category (to be ring fenced and used for only the purposes for whichitis collected)

Sanitary cess from house owners based on number of toilets (to be credited to a dedicated
ring fenced Sanitation I'undyand also from each household with minimum and maxinyum

General waier rate and the special water rale under Section (viii) and (xii) which shall be
credited to Village Water Supply Fund as provided for under Section 132(B) of the Act

Suceess story of effectively using taxation powers under Section 124 — Case Study of
Gunapatipule (Ratnagiri District)

Ganapatipule is a very well-known and renowned location on the sea shore in Ratnagiri
district: It is both a pilgrimage centre and a tounst cenire because of the unique, scenic
location of the teniple. One study says that itis the most visited tourist place in Maharashtrs.

The tourist traffic also siretches the resources and capacity of the GP. The GP has to put in
additional effort for parking the vehicles, manage the solid and liquid waste generated by the
huge daily flow of visitors. Therefore, the GI’ has got necessary approval from the
Government to impose ‘visitor's tax’ under the provisions of Section 124(%) of the
Maharashtra Village Panchayat Act. This section reads as follows ‘the GP can impose any
other tax (not being & motor vehicle tax or & toll tax) which the State Government has the

‘power to impose under the Constitution’, The GP has been imposing the 'visitor's tax ‘from

7.

a)

October 2013. The rate is very nominal, Rs.§ per adult visitor and Rs.3 per child visitor.

The GP has recovered Rs.49 lakhs in 2016-17 und Rs.47 lakhs 10 201 7-18 from visitors. This
contributes to 85% share of the total income of the GP.

1t is learnt that Gharapuri GP (Elephanta Caves: close to Mumbai) has also got similar
approval recently from Government and s collecting an amount from the visitor's.

14.6 SFC's Recommendation:

SFC appreciates the initiative of Ganapatipule and Gharapuri villages to approach the
Government and get the permission to impose the ‘visitor's tax”. It would suggest that
RDD circulates the case study to the other CGiPs who have substantial visitors and have to
put in additional effort to keep the GP clean due to tourist traffic. Further, while
Ganapatipule and Hlephanta may have visitors throughout the year, many locations have
big tourist seasonal influx during a particular "jatea' or 'urs' season. So there should be an
enabling provision (o levy this tourist fee/tax' even for a particular period of'the year also.




b) SFC recommends that many of the locations have a shrine in the town which attracts
Iraffic erther throughout the year or part of the year, So the word 'pilgrim tax’ or 'visitor's
lax'is also nol very approprisle as il has other connolations. Rather the word "environment
management tax’ would be more appropriate. Hence, the Section 124 must be amended to
melude another new section on the lines of sub section (9) to provide for levying
‘environment manasgement tux'. [t may be noted that the town of Alibag 15 already levymg
such an environment munagement tax, with approval of UDD.

¢ SFC further recommends that this power to approve levy of the environment
management tax must be delegated to the Divisional Commissioner, as it would be difficult
for thie smaller GPs to approach the Government. Suitable provisions must be made o the
Actorrules asrequired.

d) Finally, the provision relating to method und manner of spending the amounis recovered
from visilor's tax is given in the Maharashira Village Panchavats Taxes and Fees Rules,
1960. As per Rule 146 (3) only 25% of the visitor's tax (also called capitation tax) can be
spent on provision of amenities for the benefit of local residents of the village, Balance
75% must be spent on amenities of the visitors. For deciding as to what are the amenities
for the visitors and to give directions 10 what type of activities can be taken up there isa
Co-ordination Committee (Rule147). This Committee is headed by the Secretary, Rural
Development Department. It has a very elaborate and high power Committee consisting
of Secretary to Rural Development, Deputy Secretary, member of Maharashtra Tourism
Development Corporation, Forest Department, representative of Archaeological Survey
of India and so forth. As a result of this condition, the Canapatipule Grampanchayat is
finding it ditficult to spend 75% of the amount it has collected. It takes enormous time to
organize a meeting at State level in Mantralaya and give approvals for activities in one
GP, The SIC is of the opinion that this is an excellent example of over coutrol and
bureaucratization.

SFC strongly recommends that this Rule 147 be withdrawn and the powers delegated 1o a
local Committee under the Chairmanship of the ZP President and in which the Collector
and CEO are members. The Dy, CEO (VP) mugt be made the Member Secretary of this
Conmittee.

7.15  Nontax revenue:

A GP also receives certwin income by levying fees when issuing various certificates like birth,
death certificate, residency certificates and so on. It 15 observed that the various service fees
collected are quite low and fixed years back. The SFC would recommend a  review and increase
the service charges of various sources of non-tax revenue by amending the Maharashira Village
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Panchayits Taxes and Fees Rules, 1960, suitably.
7.16  Assigned Taxes:

GPs receive two types of assigned taxes, They are collecied by the State Government, on behalf
of the Grampanchayat but later on passed to the GP.

7.10.1 Levyofacesson land revenue (Sec 127 of VP Act)

This is to be levied as an additional cess on land revenue. Itis to be levied as an additional Re, 1-
GP land revenue cess from the agricultural land owners, in addition to the land revenue of Rs 1
that they pay. That is, the farmer pays one time more for Re.1 collecied by the talathi (Revenue
Depariment) the additional payment is (o be credited to the GP account,

7.16.2 Levyofa 1% cess onstamp duty —us per Section 158 (1) of the ZP Act:

This is & 1% stamp duty cess levied under the ZP Act, on sale value of land. Itis collected by the
Government and shared between ZP and the Grampanchayat at the rate of 0,.50% each,

7.16.3 SFC's observations and recommendations on LR cess for GI:

The issues relating to LR cess for both ZI. PS and GP has already been detailed in the ZP chaples.
Likewise, the views of SFC on stamp duty hag already been given in the ZP chapter. SFC has
reconumended a different formula for sharmg the 1% of stamp duty cess under Section 158,

717 Grantinaid from the State Government:
7.17.1 Minor Minerals - Royalty

With a view to increase the financial resources ol the GPs Government took a decision vide GR of
Revenue depurtment dated 16.01.1985 to give a share of the royalty on minor minerals up to a
maximum of one lakh rupees to the concerned GPs. The amount was to be budgeted and paid
through the Rural Development Department. This arrangement was working smoothly for almost
thirty years till 2016-17, It is seen from the budget records that the following amounts have been
actually released under budget head — 3604 0316:

Tuble48; Minor Mineruls - rovalty releassed in from vears 2013-14 o 201 5-16:

Sr.No. | Year | Amount of release ( in crores) |

1 2013-14 ! 146.19 '

2 2014-15 | 147,07 l

3 2015-16 | T4.57 |
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But due to formation of District Mining Foundation on 01.09.2016 by the Government
(Industries Department) the Revenue departmenl suspended the old GR of 1985 (menticned
above) on 11.04.2017, On this basis Rural Development Department also suspended (heir
releases under budget head 3604 0316 for 2017-18. Further, it is seen that Revenue Department
has issued a comprehensive GR dated 03.01.2018 regarding sharing of the sand auction income
with the Granipanchayst. In fact, Grampanchayat bas to first give the pernission for sand mining.
But there is no provision in this GR regarding stone crushing and other minor minerals other than
sand mining.

At the time of preparing the SFC (March 2019) iv appears that in the last two years 2017-18 and
2018-19 the GPs which were receiving funds earlier under 3604 0316 seems not to have recejved
any funds. Or if they have received. it will be for the affected area, and at the discretion of the
District Mining Foundation rather than on a formula based amount. It appears that the entire
matter 15 going through tmnsition, but it is essential that GPs need 1o actually receive funds under
minorminerals the way they were receiving funds eaclier.

7.17.2 STC'svecommendation:

(1) The Revenue and Forest Department GR Number. MrETH-10/0615/CR No. 289/ dated
03.01.2018 mentions only about sand muning income and not about other minor minerals,
It is essential that the GPs should get a share of the rotal auction income from sand and all
minor minerals.

(b}  The method and munner of release to GPs must be further streambined by Revenue
Department and once again the practice of releasing fumds to GPs musi be revived.

(c) The arrears 0f 2017-18 and 2018-19 must be given to the GPs

() We recommend a share of 25% of the wuctions, as indicated in Revenue and Forest
Depurtment GR ol 3,1.2018,

(e)  Wealso recommend thatany discretion regarding amounts to be paid to GP must be done
away withand a formula based guidelines must be 1ssued.

7.18  Old compensatory grant in aid to selected GPs:

Prior to the enactment of the VP Actand the ZP Act in the 1950's and 1960s there were cerain old
levies beirg made by the GI's. To compensate the GPs who were put to loss the Goverument is
still releasing very paltry amounts to the GPs year after year. The amounts are so low and the
administrative cost of managing them would be more than the amounts which each GP stands to
get. The analysis is as follows:
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Table 49; Old compensatory grants to selected GPs :

8. | CRC Name of the GP Grant Annual  Number of |
No. | Code release GPs Remarks
! (in lakhs)
! 2515- | Financial Assistance (o 18 | 8980 (24 | The average
0044 | Backward and Adivasi Villages districts) | release per GP
is a paltry
L | Rs200perGE
2 3604- | Compensation i lieu of pilgrim 28 . 48 (10 The average
0343 | tax districts) | comes to just
- Rs.58.000
3 3604- | Compensation for abolition of 1424 | 49(11
0532 | octroi | districts) |

7.018.1 SVC's Recommendation ¢

The SFC recommends that these old compensations may be closed, as they have become
redundant. The Government can close them by giving a one shot grant for 3 years to the
concerned GPs and close the CRC codes. As it is an admuinistrative arrangement, it is the
diseretion of the Government 1o ¢lose such old compensatory payments,

7.19  Reimbursement of electricity bill for street lighting:
7.19.1 Method and manner of support to GPs:

The Stale Governmenl meels the electricity bill relaling to street lighting on behall of the
Grampanchayats. Tt is # grant in aid. But it is, however, not paid to the Grampanchayat directly,
but mnstead directly paid to the supplier of elecinieity namely Muahurashira State Electneity
Digtribution Company Limited (MSEDCL) on behalf of the GPs. The procedure [ollowed is that
the MSEDCL submits the billsto the Rural Development Department directly. The RDID releases
the amount to MSEDCL subject to the funds availability. It is seen that the Government has not
been able to adequately budget for this so as to make prompt payment to MSEDCL on behalf of
Grampanchayats. Therefore, to meet the shortfall it has recently directed to deduct 50% of the
amount due from Grampanchayats (excluding mterest and fine) to MSEDCL by deducting it
from 14th FC Grant release. Accordingly, now GPs have received their 14th FC Grants after this
deduction. The following figures, as provided by MSEDCL speak for themselves:
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Table 50: Electricity Units usage per vear of GPs and payments to MSEDCL : (in Rs.Crores)

| . : . No. of

(8t |[-Financinl| No.of |Sale | oo loooo | S|

~ consumers| (M) Demand | Collection consumers Principa | Interest  Total

Year in larvears | Amount Arrears
- nreears :
' ”fg'i‘ 62086 | 1117 | 381 161 60189 1337 | 438 | 177
DTS gae0 |wse | ere | 29 | emm | ams | 7is | 2450
PFYEN| esiz (aaas| e | 229 | ednio | mse | o6 | 3208
| 4 | F‘?’fglﬂ- 67990 1437 £10 205 65179 2312 1364 3676

[t 15 seen from the above figures thal the number of ‘metered Grumpanchayat consumers’ 15 also
mereasing year after year. This is because a new connection is given for every new seftlement ina
Cirampanchayat.

7.19.2 Observations regarding sireet light reimbursement to Grampanchayat:

(1) Government is able to reimburse only about 25% percentauge of the funds demanded by
MSEDCL for providing this service. Therelore, there is constant demand from MSEDCL
Lo setile its arrear claims. Present arrear's are about Rs.3676 crores (principal amount due
is Rs.2312 crores)

(i) Present system of centralized reimbursement to MSEDCL does not allow any
disaggregation or analysis. It is likely that GPs are over consuming bevond their
capucity or some GPs are misusing this subsidy.

(i)  There s no incentive for the GPs to shift to efficient methods like using solar and reduce

their street hight balls

(iv)  There is lack of capacitics at GP level to handle technical issues like electricity billing
(whether there is overbilling or undes billing ) or help shilt them to solar

7.19.3 SFC's recommendation:

SFC is of the opinion that while this seheme should be continued, but the method and manner of
assistance to GPs should be in & different manner. It should make GP's more respuonsible and
accountable in management of their street lighting bills. In long term it should facilitate
shifting to solar and saving of expenses.

Henee it proposes (hat instead of making the consolidated payment to MSEDCL directly from
Government, the puyment must shift, ideally to Granipanchayats. However, GPs are huge in
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nunther and any turdiness, fault or misuse of funds made available by the GP will inconvenience
the entire village population. It would also be difficull for the MSEDCL (o disconnect line
connection, considering the sensitivity, Hence as a solution the Government must transfer the
funds available to the Panchavat Samiti, The Panchayil Samiti muet setile the GP bills on behalf
of the GP. The PS has adequute control over the GP as the Gram Sewaks report to the Extension
Officer(Panchayats ) and the BDO. Also all the GP funds are routed through the Panchayat Samuti
where Panchayat Samit can keep control of GPs and can ensure thut the GP also does not
overconsume. 1115 also easy for MSEDCL to handle 350 Panchayat Samitis, one at taluka level
instead 0f28.000 GPs.

So 1t is suggested that the siate government can work oul the amount to be budgeted by using the
State level GP unit consumption for vear 2017-18 (which 1s reported as 1224.58 MUS) or 2018-
19 as the base year for calculation of volumeiric consumption. This multiplied by current rates as
fixed by MERC (the regulator) will give the total funds to be budgeted or distributed to GPs. This
amount may be distributed among the GPs on basis of population. (In the absence of any
other better formula, population as the basis of inter s¢ distribution is suggesied). The amounts
will go (o PS, who will in turm make the payments to MSEDCL. In ¢case there are shorifalls, the PS
must he given the powers (o ntake payment (rom any other unencumbered ( free grants lo meet the
shortfall in payments to MSEDCL.

To strengthen capacities of the PS and GP it is suggested that the PS must be allowed to contract
out two staff - say a retired deputy/junior engincer or equivalent from MSEDCL and one
technical assistant. They will work under the BDO in & dedicated unit or cell 1o handle energy
telated issues (1o be called Rural Street Lighting Cell) of the PS. These people can be given
suitable training and guidance to handle the desirable shift to street lighting using solar. Their
expenditure, ineluding wravel would be around 15 lakhs per annum. The Siate's requirements
would be about Rs.52.50 crores (350 Panchayat Samitis x 15 lakhs per annum), This unit will
review the GP street light expenditure and make payments to MSEDCL if within Limits/norms
Secondly, it will help in technical support 1o repair the existing solur panels /units in many GP,
mslalled over the years under various schemes, This unit will also help in framing proposals for
GP who want (o take loan under District Village Development Fund (DVDF) for installing solar
panels, The MSEDCL can have a spectal arrangement for monitoring and building capacities in
the technical cell. We feel this armangement will be greatly helpful for GPs to handle their energy
reluted issues, and the additional expenditure of Rs. 52.50 crore in keeping two retired siafi at PS
level will lead to much more saving mannual expenditure of Rs. 600-800 crore at present.
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The old arrears of Rs. 3612 crores payable to MSEDCL must be settled by Government
once and for all

To summarize:

(@)
(b)

(e

(d)

(e)

(N

7.20

Government must first settle all the dues to MSEDCL. once and for all, and start on clean slate

Thereafter, instead of settling the amounts to MSEDCL at State Level m bulk, 1t should
use the formula of total Million Unit consumption GPs in 2017-18/2018-19 (at State
level) as base year, Every vear it should adequately budget the amount of volume
consumption (base year consumption ) x prevailing rates,

This amount nust be released to PS, who will make pavimenis to the GPs in its jurisdiction
on basis of their population. Shortfalls if any must be paid by PS (on behalf of GP) and
adjusied against any other releases or can be paid by GP itself

State Government with support of MSEDCL should work out what is norm of
consumption for villages of various sizes and refease it. This will help in working out

village wise norms [or payment aL 'S level and restrict over-consumption or misuse at
GPlevels.

The PS will employ two retired technical staff of MSEDCL (or equivalent) who will
constitute GP Steeet Lighting Cell in PS. They will help in releasing the payments to
MSEDCL and they will do analysis ol expenditure parterns and their deviation form
norms GP wise, They will also nddress all rechnical issues of GPg and guide them to shift
to solar energy

There will be a separate support arrangement in MSEDCL to guidle these 350 cells in each
'S on all technical matters and in shifting to solar,

SFC feels that this change will greatly solve the problem on meeting the expenditure of street
lighting relating to GP. Long term it will help shift the GPS to solar, in & phased manner.

Reimbursement of Sarpanch honorariom and meeting allowances:

The Government reimburses 10 GP 75% of the prescribed honorarium paid to Sarpanch.
Likewise, it reimburses the meeting allowanece paid to each GP member as per the norm. Present
norm 15 Rs. 200 per meeting, with an overall cap of 12 meetings m 4 vear. The last guideline in this
subject was issues five years back vide Rural Development Department GR No.: VPM-2011/CR
A40/PR-3 dated 06.09.2014.

Puring our field visits. there was unanimous demand from office bearers of the GPs to increase
the honorarium and meeting attendance allowince as the rates are very meagre compared to the
work they do and the tinye they have (o give for the GP activities.

Faghintt il

e Fink blalptnatime Finte [MInadkoe  ngiuossion T werimiel ol Pelagiarariitie

133



It is specially to be noted that many of the GP members who are elecied s members belonyg to SC,
ST and other marginalized communities. They cke oul some Tivelthoed as marzinal farmers or
other wage eamers. There ore substantial women representatives, withoul any source of income.
They have often to lorego their daily wages ot keep aside their personal work for attending GP
meetings ele.

7.20,1 SFC Recommendation:

{a) GP member meeting attendance allowance- SFC would recommend 1o increase the
allowance from Rs. 200 to Rs. 400 per day which is roughly the compensation for time
given, The additional expenditure for Govemment would not be substantial, but would
greatly encourage the GP member to purticipate. It would also be helpful to the members

of weuker sections who often have to forego their daily wages or olher mcome.

Further an additional 25% (over and above Rs.400) should be allowed to be paid from the
(iP's own funds, with approval of the BI2O who has to certify that the GP resources are
good.
(b)  Sarpanch Honorarium: SFC would recommend o increase the present reimbursement of
Sarpanch honorarium (GR dated 06.09.2014) und also increase the overall cap, which
must be allowed o be paid by the GP from their own resources, The SFC is also

suggesting some reorgunized bands of GP population.

In case the GP wants to pay higher honorarium to Sarpanch with own resources, the BDO has to
certify that the finances of GP are in order. To remove discretion. the Government can fix certain
parameters of good financial performance like good house tax collection, proper recovery of
water tax and other such desirable eriteria. Thus, itwill help the BDO to make a fair decision.

Table 51: Present sarpanch honorarium and recommended honorarium :

St Category of | Present Government | Recommended Recommended
No Grampanchayats | support to Sarpanch | Government higher cap with
Honorarium support additional

o “paid by GP
1 | 02000 population Rs 750 Rs ]ﬂ{Iﬂ | Rs2000
2| 2001-5000 Rs.1125 Rs.1500 Rs, 2500
31 5000-] 0000 Rs. 1500 Rs. 2000 Rs 4000

4 [ 10,000+ Rs.1500 Rs.2000 Rs.5000
Heiobly of s EON Dl ek iadiiee Seis [likadbcn 1 ™y Il i
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We are of the opinion that these suggested changes will increase motivation at ground levels and
also merease (he sccountability as recommended higher cap can be given by GP by own
resolution subject 10 certain financial performance criteria.

7.20.2 GPstalfsalary reimbursement:

Government reimburses 50% amount of minimim wages prescribed by the Government for the
stall'expenses of Grumpanchayat, limiting 10 the post sanctioned in concerned GP stalfing pattern
(akruti bandh). However. rightly, it has put a cap on number of employees whose salary 1t will
support (and-at preseribed rates) in each GP. The last GR on "spproved staffing pattern’ (akruti
bandh) was issued way back in year 2000 (VPM 2699/CR 206(1)/21 dated 21 January 2000) that
is nineteen years back.

The number of approved posts for which Government will reimburse the GP is given below (as
perabove GR of 21.1.2000):

Table 52: Salary reimbursed by Government for GPs ©

Sr. | Category of GP(as | Approved number of cmployces
No. per population)

| 0-1000 !_ ] |
2 1001-3000 | 2 '
3 3001-6000 3

4 GO0 - 10000 4

3 Above 10,000 6 |

7.20.3 SFC'sobservation:

There has been substantial increase in the workload and activities of a Grampanchayal. The
amount of funds that 12 coming to GP hus mereased substuntislly over the vears. With increased
socioecononuc development, the expectation of the citizens from GI has increased. Government
has entrusted GP with important schemes like Mahatma Gandla National Rursl Employment
Ciuarantee Scheme.

Above all, there is increased responsibility of management of solid waste and hiqud waste with
growth of the economy of GF, higher use of non-degradable material like plastic ete. For all this
additional manpower 18 required in a GP, particularly in bigger GPs where population is above
5000 and there is lugher volume of economic activity. In fact. at the field level many GPs, out of
necessity, have recrited more stall and paying them from own resources,
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7.20.4 SFC Recommendation:

(a)  The ‘staffing pattern of GP needs to be studied again as the last guideline was issued
almost twenty years ago. It is learnt that Government of India, Ministry of Panchayat Raj
appointed a high level Committee which has given its recommendations about staffing
requirements at GP level. SFC wonld recommend appointing 3 Committee to study
the staffing requirements of GP afresh.

(b) Al present, as the approved stalling pattemn is nol adequute, many GPs necessarily use
daily wage siafl’ for getting work done. This affecis quality of work, especially il daily
wagers are employed for office work also.  Parucularly bigger GPs are strugghng with
acute staffshortage.

Thereis need For mare lexibility in these matters. Hence, it is recommended for Gevernment
to give approval in a different format, allowing two levels of staffing pattern, the one that will
be reimbursed by Government and another which Government will not reimburse, but GP
may do so at their level if their resources allow.

7.21  Reimbursement of 50% of clectricity bill for water supply schemes (GR of Water
supply and sanitation department)

Many Grampanchayats have a gemiine difficulty in mecting the electricity bill for their piped
water supply system (PWS). Increasingly. the GPs are sourcing water from distant sources.
Therefore, the cost of pumping the water from source to the overhead tank is substantial for this
geographically disadvantaged GPs. The GPs find it difficult to meet this paymerit to MSEDCL.

To address this grievance, the Water Supply and Sanitation Department (which handles Rural
Witer Supply schemes) issued a Government Resolution on 1 7th Oct 2014, wherein the 50% of
the electricity charges of the Rural Water Supply Scheme will be reimbursed to the GF, alter they
make the electricity bill payment. The GPs will have to fulfil various pre-conditions relating to
recoveries and file various enclosures and send il to the Executive Engineer. Water Supply
Department of the coneerned ZP 1o avail this benefit. However, there has been very poor response
to this schemie and our field analysis shows that most of the GPs are not availing this benefit.
There are also budgetary constraints and this benefit scheme has been clubbed with various other
maintenance grants. Forexample, in Thane ZP out of 384 GPs having independent Water Supply
Schemes only 2 GPs (Sajai from Murbad PS and Asangaon from Shabapur PS) are availing the
subsidy, Thus, it reveals that most of the GPs are not claiming the subsidy due to the tedious
Process.
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7.21.1 SFC's recommendations:

SFC would recornmend withdrawal of the support schemeunder 1 7th October 2014. Instead, the
new GR of 26.11.2018 applicable to Regional PWS for rural areas must be made applicable to
water supply schemes owned and maintained by Grampanchayats also. The MSEDCL. has
intimated the power bills of GPs as follows:

Table 53: Power Bills intimated by the MSEDCL :

W Particulars 201718 | 201819 |
! 1 Live Connections 30,422 35,632 '
| 2 | Energy Consuraption (in MuS) 442.6 519.5
I 3 Power Bill (in Rs. Crs.) _ 163.2 | 220.7

Assuming that about 50%cost will have to be subsidized as per above [ormula, the financial load
to the Government will be about 90 crores (average of last 2 years is 180 crores) and benefit
thousands of GPs.

SFC would also reconmmend that instead of the Executive Engmeer, Environment Engmeering a
ZP level, the BDO ghould handle the funds release to GP with technical support of the Deputy
Engineer, Environment Engineering at block level in settling the bills and funds should bemade
available at the 'S level. The BDO should be authonzed to retmburse the GP if it has already paid
the amount to MSEDCL. 1In case the GP has not paid the MSEDCL bills, BDO should be
authorized to make the paymenis to MSEDCL for and on behalf of the GP

7.22  Central Finance Commission (CFC) grants:

[f there is one thing that has contributed to the ‘status’ of GP and improvement of their financial
bealth in recent years, it is the huge increase in the Central Finance Commission grants, There
was a big jump in the grants for LBs (both urban and rural) in the 13th CFC grants (2010-15)
compared tothe 12th CFC. There has been a further increase in the 14th CFC period (2015-20),

We summarize the increased grant position as lollows:
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Table 54: CFC Grants given to GPs by Central Government :

‘Sr. | Central | Award | Alllndia  Allocation for| Shareto | Remarks
‘No | Finance | Period | alloeation = allPRIsin | GPsof
for PRI’s in | Maharashira | PRI
i | Rs crores grants
| Twelflh 2005-10 20,000
2 Thirteenth 20H0-15 63.067 5580 = 70% Share was
decided by
State
Govermunent
3 Fourteenth 2015-20 | 200293 15,035% 100% This was
decided by
CFC itself, no
grants to other
two tiers

(*Includes both basic and performance grants)

Thus it will be seen thut GPs which received about Rs. 3912 crores (70% of the total share of
PRIs) in the 13th CFC period (2010-15) are to receive an amount of Rs. 15,035 crores during the
2015-20 period. This is an extraordinary 285% increase for each GP. In fact. cach GP is now
receiving, on an average ol Rs.53 lakhs for five years (Rs. 15,000 crores 28,000 GPs) or an annual
amount of Bs, 10.70 lakhs (53/5 years), This covers both basic and incentive grant, The incentive
grant is given il the GP has a proper audited account (& regular feature in Maharashira) and the GP
shows an annual increase in own tax income (again, not difficull to achieve).

Detailed guidelines have been given regarding method and manner of spending the 14th CFC
granis, Part of the grants have been used for settling the old street hight elecincity llls and also for
the e-Grampanchayal project ( Aaple Sarkar).

The SFC notes that GPs income has greatly increased in the last four years due to this liberal grant
from CFC. SFC would suggest a proper sample evaluation of the mvestments made in the last few
yedrs, by an independent sgency. A detailed social audit is also required as directed by the
Government of India.

7.23  Purposive Grants to Grampanchayats;

Apart from the grants received as above, the GPs are also receiving substantial grants for specific
purposes and for specific activities. Here, the GP is an implementing agency. The State
Government has also facilitated the GP to work as a "contractor’ or implementer directly for small
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projects up o 15 lakhs thereby increasing the capacities of GP 10 handle work directly, The GP
also a small surplus when it implements the work directly.

The (il’s are expected to keep separate accounts for these purposive grants.

We can dhow the list of indicative yojuna’s under which the GP receives funds through the

diagram below:

Chart 25A: Indicative List of Schemes for which GP recerve funds

| Schemes
I
Centrally Sponsored ‘ State Sponsored
Janasuvidha Yojana
. Fi
m nance MP 8 MLA Local
Siarde ssion Development Fund
*  Rural Housing By St
(PMAY) Development Scheme
*  NREGA nl """“',' DRDIS Yomm
= Swacch Bharat mmnmllupmmt
Abhlyaan PhErimag
s«  MP local ;:nnfibai Awas Yojana
development fund Shabari Awas Yojana
Minority Development
Scheme

7.24  Mahatma Gandhi National Rural Employment Guarantee Scheme (MGNREGS):

Mahatma Gandhi National Rural Employment Guaraniee Act (popularly known as NREGA j was
gnacted all over India in 2006, In Mabarashira, due 1o histornie and sentimental reasons the old
Employment Guarantee Act (completely amended and revamped 2014) is still being continued,
and the MGNREGS 18 4 scheme under 1. The GPs got a big boost under the Act, as while earlier
(pre NREGA days) in Maharashtra the line departments were the implementing agencies. There
was no role for the GPs. Butafier 2006. the GPs are also the implementing agencies. In fact asa
rule of thumb, aboul 80% of the expenditure has been incurred through GPs as implementing
agency, Only inrecent years the role ofthe line departments has increased, perhaps to 30%

The following aggregated statistics of MGNREGS expenditure at GI? level are stunning:
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Tahle 55: MGNREGS expenditure over the vears :

Tl e | Tomatexpenditure (n )
No.

1 2000-10 | 253 | 203

2 2010-11 324 I 259

3 2011-12 1601 1281

4 2012-13 2177 1742

5 2013-14 1266 1013

6 2014-15 1601 1281

7 2015-16 1853 1482 |
3 2016-17 2088 1670 |
9 2017-18 2294 1606

10 2018-19 2397 1678

Total 15854 12215 |

*Expenditure ratio of GPs is taken at 80% 1111 201617 and 70% n 2017-18 and 2018-19

Thus the GPs have received und spent n huge amount of Rs. 12215 ¢rores. In Last many years, Of
cowrse, thus invesiment 18 nol inall GPs, In facl. NREGA 18 a major source of capital mvestment in
rural areas both us common public assets (roads, anganwadi buildings. deepening of ponds etc.)
and also a8 augmentation of private assets for small farmers (horticulture, rural houses, faurm
ponds and others),

7.24.1 SFC Recommendation:

SFC recommends a proper and detailed evaluation of the impact of MGNREGS over the
vears, in selected GPs and in entire talukas, For mstance, Melghat talukas (Dhami and
Chikaldhara), Bhandara, Gondia and parts of other districts have spent substanbially in
MGNREGS. There is absence of any scholarly ucademic study on this substantial investment.
Ome study was conducted by Indira Gandhi Institute of Development Reseurch in early 2014, but
this one gtudy is inadequate. Much more detailed analysis of the social and economic impact
(pusitive or negative and learnings) of MGNREGS investments in GPs need (o be made [or future
decision making. This work should be sssigned to a renowned academic institution.
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7.25  Overall analysis of GP own Income:

Now, we can analyze the overall income pattern of the GPs. Instead of standardizing the GPs, we
have chosen to divide it into certain categories, namely GPs with less than 3000 populations,
3000-5000, 5000-10,000, above 10,000, peri-urban and tribal (PESA) villages. This gives amore
nuanced insight into the income pattern of the GPs.

Table 56: Pattern of income of GPs having population below 3000 {three years- 2015-2016 (o

2017-2018): (Rs. In Lakhs)
Assigned | % of | %ol | %ol |
Sr.. District Gram- | g | Tatal | TOX | otal “?““‘e Totat | Total

' | |Raigad | Udhar | L71 | 49.61 | 143 | 4142 | 031 | 897 | 345
Noshik | Khadaki | 125 | 5092 | 1.19 | 4842 | 002 | 066 | 245

2

3 | Sangli | Dhavli | 258 | 2666 | 708 | 7313 | 002 | 020 [ 968
4 |Parbhani| Karam | 085 | 2404 | 143 | 4042 | 126 | 3553 [ 353
-
.

Akols |KspushiRd| 0.83 | 13.65 | 5.09 | 8348 | 047 | 2.86 | 610
Gondiya| Chikhali | 0.84 ! 3365 | 166 ! 6635 | 0.00 | 000 | 250

Table 57: Pattern of income of GP's having population 3000 - 3000 (three years- 2015-2016 to

2017-2018): (Rs. In Lakhs)
o e Granpme Assigned, % of Tax Yaof | Non .““ Totsl
| el | St || TeR | VO ot Koo | ey || e, |
| U | Income | Income | | Income | Income | Income |
| 1 [Sindbudwrg| Amboli | 274 | 16 [ 1281 | 73 [ 204 | 12 | 1759 |
| 2 [Amadnogar| Akolner | 1.87 8 1781 | 79 | 2718 | 12 | 2247 |
3| Samm | Apshinge | 345 | 18 [ 1259 | &7 1 287 | 15 [ 1890 |
: Valse : : ' .

4| Jns | gy | 12| 31| 261 | 66 |ou | 3| 396
| 5 | Yovetmal | Tulegson | 148 | 25 | 389 | 67 | 048 | 8 | 584 |
| 6 | Gondiys |Kawalowada) 249 | 22 | 6.52 58 | 222 20 | 1123 |




Table 58: Pattern of income of GPs having population 5000 - 10000 (three vears- 2015-2016 (o

2017-2018) (Rs. InLakhs)
No. DIt | panchayar| TAX | Total |, o To T ncome
| |Ratnagiri | Jalgaon 20.61 T AN EEEA RS
2 | Ahmadnagar | Bodhegaon| 426 20 | 1300 60 | 424 | 20 | 2150
3 |Kolhapur | Akivat 2.03 1 1527 | 83 1.04 6 18.34
4 |Osmanabad | leet 398 10 | 1364 36 [2049] s4 [ 3811 ]
§ |Buldhana | Jalamb 229 | 20 [ 597 53 307 ] 27 | 133
6 |Wardia | Telegaon | 239 | 13 | 1388 | 75 | 226 | 12 | 1832
Table 59: Pattern of income of GPs having population above 10000(three years- 2015-2016 to
2017-2018): (Rs. InLakhs)
S e A R
No. :;mmbtn:l_ . _ Im-h i . Income
| [Rumagici | Kherdi 1668 | 20 |ed439| 76 3.30 4 | 84.56
2 |[Ahmadnagar|Loni Khu. | 424 | & 200 | 88 178 | 4 | soat
3 Pune  |Piangut | 49.06 | 16 |2sL00] 81 | 1008 | 3 | 31024
4 1Osmanabad | Andur 162 | 8 1765 | 85 145 | 7 [ 2072 |
§ Washim  |Ansing | &30 | 26 |2112] 65 | 280 | 9 [ 3242 |
6 Nagpur [Tekndi | 1507 | 60 900 | 36 1 ris | 5 T 2536

(Ko.Kha.) 1 k=9

Table 60; Pattern of income of Pert Urban GPs (three years- 2015-2016 10 2017-2018) :

(Rs. 1n Lakhs)
S| e o | o | T T | e | o | 1o
| | Sindvudurg | Kalmath | 1447 | 25 | 4205 | 72 | 2 1 | 852
2 |Maodurber | Hol T.Haveli | 1018 | 38 | 1460 | 30 | 326 | I | 2904 |
3 |Sww | Saidspur | 3628 | 36 | 6521 | 64 | 041 | 0 | 10189 |
3 mmannh.d"_ﬂksaf E._Qn | 34 | 168 64 [ 071 3 26.42
 [Budban [Swwan | 2948 | 33 | sem | e | a1 | 4 |wal
6 | Wardhw | alwsdi | IL77 | 20 | 4631 | 78 | 157 | 3 | 5965 |
Maplont o f st FUOOM Dl bt inditre Seimts Tliiadien Cngnaniginion Lt [ol iy
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Table 61: Pattern of mcome of PESA GPs (three yeurs- 2015-2016 10 201 7-2018).:

(Rs. In Lakhs)
| 1 [Palghar  [Roatgaon | 528 | &1 | 148 [ 18 [ 002 [ o | 648 |
2 | Ahmadnagar | Shendi | 676 43 8.9 56 0.14 | 1579 |
3 |Nashik |Ambewadi | 982 | 92 [ o027 | 7 | 003 | o | 108
4 | Pune Tipad | 7.97 84 | 097 | 10 | 057 | 6 05 |
; 5 | Yeamual [Jaa | 454 | 69 | 164 | 25 | 036 | 6 | 654 |
| 6 Chandrapur | Manoli | 249 | 53 | 207 4 | o1l | 2 4.67 |

Churt 26: Share of Assigned Taxes among various GP Categories

Lu%

Share of Assigned tax Income among various GP Categories

Population Range of GP

below 3000
8 3000 to 5000
B 5000 1o 10000

abave 10000

Thus, it is seen from above analysis that as the size of GP increases, its share of own tax income
improves, whereas the smaller (GPs substantially depend on assigned taxes (land revenue cess
and stamp duty grant).
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7.26 Expenditure pattern of Grampanchayat

Table 62; Pattern of expenditure of GPs having population below 3000 (three years 2015-2016to
2017-2018): (Rs. In Lakhs)

Officer Water |
Mandatory| Homorarium,  Supply, | Civil Services
St | e | Om | Expenses | Officeand | Health | /Facilitites |
No UL panchayat| on weaker|  Other | and ~and
| Sindhadurg | Karul 0.72 0.64 2.56 8.3l 458
L : + L - |
Percentage 547 4.87 | 1936 | 703
i 13 1u1 a: 3 i ;
3 .S'lram _. Jakarwadi | 5l | 1.35 | 10.64 | 488 | 635 |
Percentage 12.96 697 | 48T | 252 |
ashik | Khadki 027 0.2 o | 0 "
1 N ,M' . 0 . Il Y L 047 |
Percentage 5638 4212 141 | 0
[ Vadgaon | 1 I | !
Talna ) 0.13 0.07 117 0.06
4 Vakhar 1.42
Perceninge B.79 518 8196 | 4.08 ]
T-P-ngarkh ' I I .'
Buldbanu 1.04 0.68 5.41 1.55
5 ed B.68
Percentage 2 7.81 623 | 1789 |
uzar 7 0, 7. | K |
g |Nogoue | Matkuzad | 127 | VE | 04 | 1138 | 2062 |
Percentuge 6.17 452 | M3 | s | ‘
Hajiobs o] s EOON DDabiiaditee Saee I lskadeon ognmiiision ( it THEETM | 4
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Table 63: Pattern of expenditure of GPs having population 3000 - 5000 (three yeurs 2015-2016 10

2017-2018) (Rs. InLakhs)
. 'I'Ei | Water Civil
No | Distiet |Gram | Expeases | " | Health [TTECC T Total
Espenses | aneous
, | Ratnagiri Unhere 0.77 .46 | 1044 | ‘059 5036
| Percentuge 3.82 4176 | 5152 | 289
\ , | Kolhapur | Bubnal 1.4 14 9.27 09 |,
[ Percentage 1 9.0 72.91 7.08
| 5 Almednagar | Akolner 107 0.7 8.18 509 |,208
Percentage 18.03 411 48.01 20.85
, |Beed | Dhunora 125 0.24 236 | 038 | ..
Percentuage 29.66 5.7 5571 | 887
5 Amrviti —[ Tukarkhedn .18 0.83 194 | 0.63 358
Percenlige 4.92 23.21 | 54.24 17.64
| - — - e & ' .
| o |Oondia | Wadegaon | 031 14 | 403 | 094 | o
[ Percentage 454 17.8 ‘ »2.72 14.64
Ayt il Fi klxit = FRimtn [l Ll [ Lo | I k
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Table 64: Pattern of expenditure of GPs having population 5000 - 10000 (three years 2015-2016

o 2017-2018): {Rs. In Lakhs)
St.| oo Gram | Expemses | Officeand | Health | Facilitites | -
No Mp&nﬁhﬁt onweaker | Other and and Total

' sections | Administrative | Sanitatio = Miscellane
Expenses n - ous
1 Palghar | Kudus 4 5.59 40.35 30.25 w010
Percentage 498 | 697 5032 37.73 '

, Sangh Turchi .65 = 10.11 0.84 -

B Percentage 5.11 | 937 78.99 6.53 '

! Nashik | Nampur | 1.69 '|_ 8.6 4380 | 1732 s
" Percentage 7 237 T 1 6138 | 2422 |
Beed | Laul 0.39 | 0.89 5.06 3.08

U I—— mi— 1l — N 0.42

Percentage 416 | 9.49 53.69 32.66
Alcola Mana 037 | 2.18 8.44 4.3
5 1528
Perc  enlage 24 14.26 55.2 28.14
Nagpur | Koradi 25.68 12.37 46.96 148,16
6 233.17
Percentage 11.01 5.3 20014 63.54
Haplont ol 52 FLOOT Dl mbiiksaditee Sdule st ngnatiiision minl il ] 4 &
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Table 65: Pattern ef expenditure of GPs having population above 10000 (three years 2015-2016

10 2017-2018): (Rs. InLakhs)
S ey | Gram “Ven | Officeand | Health Facilitites Total
Mo panchavat wonkek Other and and '
Ye Expens: aneous
l o [l Roigad | Kegaon 1.09 261 1325 | 7.0s | 5
[ Percentnge 4.56 10,88 55.19 2036 |
L | Pune Pirunga 40,07 433 10197 | 13438
2 L 280.77
| Pm:cﬂmag: 1427 1.55 36.32 47.86 |
;. |Nundutbar|  Prakasha 171 1.59 2302 | 505 | -
| Perceninge 5.44 5.08 73.38 6.1 l o
I , | dalna | Tirthpuri 432 0.55 12.05 09 | o
I Percentage 24.24 3.09 67.64 so4 |
. Buldbana Amdapur j64 138 6.63 16 | 1325
| Perceninge - 2745 10.42 50.07 1206 |
| g | oardnw | Pimpn(Moghe) | 781 | 776 67.14 | 47168 | 3030
[ Perceniage 5.99 5.95 51.49 36.50 '
i e Eih alat ™ Fimtm [t 1 10 L] Il L
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Table 66: Pattern of expenditure of Peri Urban (ilree years 2015-2016 10 2017-2018) :

(Rs. In Lakhs)
Sr. District | panch Expenses | Office and Health Facilitites Total
No : S for Other o and
Thune ' Kon 441 5.47 131.15 80.75 3178
Percentage 1.99 247 59.13 36.41 :
, | Solapur | Ule 0.25 0.63 252 0.66 5
B Percentage 6.27 15.46 62.07 16.2 ‘
i T‘T{fgf‘i' iﬁﬂ .64 1,28 8.58 3.37 E
Percentage LL.O6 8.6 57.7 2264
. Osmanabad, Sanja 1.09 1.14 7.35 2.54 -
Percentage 9 9.39 60.65 | 2096 -
Washim | Jamb 4.5 0.88 6.25 4.48
P I Percenage | 2794 5.46 878 | 2781 | &1
¢ |Nagour | Besa 246 19.07 11493 | 18874 [, .0
Percentage 7.08 5.49 33.00 | 5434 '
Hoajiobln o/ st E LN Db abinriaditre St Tisbadion Coinamisinin st oif fel e
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Table 67: Pattern of espenditure of PESA GPs (three years 2015-2016 to 2017-2018) :

(Rs. In Lakhs)
| atory. Officc | Supply, | Services /
S| e Gram- | Expenses and Health | Facilitics Total
No | PRUIL | panchayat | for Ofest[pmea) Sead =
sections | trative tion | aneous
Expenses
; Palghar Karalgaon 0.14 0.64 0.14 0.12 e
Percentage 1384 | 61.64 13.13 | 1139 "
o |Pune | Jumbhor | 0.63 0.53 187 | 083 2
- Percentage 16.36 13.67 | 4849 | 2148 | 7
1 Nandurbar | Rajbardi 1.47 0.9 232 E .
Percentage 23.44 14.43 37.02 | 25.11 -
| 4 |Nashik | Ambewadi | 0.23 0.39 127 | 741 -
Percentage 2.5 ' 4.24 13,64 79.61 !
5 | Yavatmal | Pisgason 0.28 0.33 1.06 0.43 23
| Porcentage | 1345 | 1573 | 5041 | 2042 |
Chandrap ] ;
6 |ur :k.'llhldﬂﬂlh 0.37 0.72 277 1.21 5.07
Ll Percentage | 735 | 1413 5464 | 2388 |

727  Overallanalysis of GPresources in recent vears (Income and expenditure pattern)

As would be seen from the income and expendilure analysis, the GPs huve seen subsgiantial
inerease in their income and activities in the last decade, particularly in last five years, The
changes can be summarized as follows:

» Huge increase in house tax collection income due to capital value method introduced from 2013

» Huge increase in Central Finance Commuission grants, particularly during the present 14th
CFC peniod of 2015-20.

* Increase in assets due to implementation of MGNREGS by GPs

= Increase in resources due to PESA, community forest rights and special tribal schemes i
tribal GiPs (10% ol total GPs of Maharashtra)

» Increase in allocation under various development schemes of the Central and State
Government
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» Inadequate amount kept apart and fess altention (o maintenance and upkeep of assets created
over the years leading (o fast deteioration of nssets created

In fact, n many GPs the challenge 1= to speedily and effectively spend the amount being made
available. There 1s a shortage of engineers and other logistical issues particularly in mibal arcas
and remote villages making spending the amount on time a challenge.

On the expenditure side the cost of electricity for pumping water from distunt sources while
operating their Piped Water Supply schemes (PWS) is a big load for many GPs and we have
suggested aremedy for this.

7.27 Recommendations for further strengthening the financial health of GPs:
7.28.1 Shifting Professional Tax to GPs:

All expert committees which have looked into the resources available for Local Bodies have
suguested that professional tax should be best handled by Local Bodizs. In fact, some States like
Kerala. Tamil Nadu, and Gujarat have already shifted professional tax to both ULB and PRIs.

Amaong the three level of Panchayat Raj institutions il is the Grampanchayal which directly
collects the professional tax in olher stale.

The professional tax collection figures, s5 made available by two other States are as follows:

Table 68: Professional Tax Collection figures of Tamil Nudu and Gujarat

(In Rs. Crores)
Name of the State | Professional tax _collected in | Professional tax collected
2016-17 in 2017-18
Tamil Nudu s 110 .1
Crujarat | 93 i 75 |

The size of rural Maharashira and its economy is bigger than above two States. So there is
potential of collection of Rs.100-150 crores in rural Maharashtra from small professionals,
traclers and the like, without any financial burden 1o the Government.

We huave already written extensively regarding shifting professional tax to LBs in the chapter on
Finances on Urban Bodies. We have already pointed that presently Sales Tax department does not
have the machinery (o collect from rural areus.
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7.28.2 SFC's Recommendation:

SFC strongly recommends that the Professional tax collection 1o rural arsas must be shified to
CGrampanchayats. SFC 1s of the opinion that there is potential of mobilizing Rs. 150-200 crores
per annum by the GPs, using the panchayat raj collection figures of Gujarat and Tamil Nadu as a
bench mark to measure the potential in Mahamshtra. Particularly. there are high volume of
commiercial entrepreneurship, relatively well-off population who are living close or outside cities
in ngarby villages, which are not legally notified as urban bodies. They are in peri-urban villages.
There is great potential to tap professional tax in these peri-urban villages.

SFC recommends that the professional tax ncome must be shared between GP and the
supervising agency namely the Panchayat Samiti in the ratio of 75:25 that is 75% to the
Cirampanchayat and 25% to the Panchayal Samiti. A supervision at higher level helps proper
monitering and improving the performance of weak GPs as well. Since the PS will also get 25%
ofthe collection. they will also show interest in this work.

7.29  Reform of District Village Development Fund (DVDF)

Section 133 of the VP Act provides for constituting a District Village Development Fund
(DVDF). The GPs have to necessarily contribute a certain‘amount from therr income w the
DVDEF, maintained at the district level. The annual contribution of GPs accumulates into a corpus
at the district ZP level, where it is invested in bank fixed deposit and gets a higher interest. The
GPs can borrow from this DVDF at low interest, to be repaid back to the DVDF i annual
instalments, The aim of this provision in the Act was to create a sort of 'cooperative bank' of the
(Ps from which they can barrow for making capital investments. At that point of time ( 1960s) the
grants received the GP was very limited. Whereas GPs needed funds for erecting capital assets
like GP Bhawan, sama) mandir ete. Hence DVDF was conceived. The Government has also
framed the 'Bombay District Village Development Fund Rules, 1960 wherein the various related
guidelines have been given.

Al present the DVDE section is mansged by a ZP employee (clerk) reporting (o the Dy. CEO-
Village Punchayat in the ZP office.

The following table shows the amount available and distributed to each district under DVDF:
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Table 69: DVDF amount distributed in each districi (Rs, In Crores)

Sr| District | Amount | Amount © District | Amount | Amount
No Available | Distributed | | No Available | Distributed
1| Thane 15.38 783 | |18 [Pabheni | 302 28
2 |Palghar | 889 497 | [19 Hingoli | 461 | o7
3 | Raigad 27.28 8.69 2 (Beed | 3T | 000
4 | Ratagir 17.60 461 | |21 | Nanded 150 | 000
s |Sindbudwg | 720 | 141 | | 22 |Owmansbed | 294 | 262
6 | Mashik 21.00 6.00 : 23 | Lawr 1.52 3.01
7 | Dhule 9.18 233 | |24 |Ameavati | 1327 | 086
§ | Manducbar 34 | 050 | |25 |Akola 647 | 213
9| Jnlgaon 24.03 101 | [26 |Washim | 055 | o021
10 | Almednsgar | 22.17 635 | |27 |Buldhwna | 1528 | 109
11 | Pune 2774 1585 | |28 | Yovamal | 1508 | 131
12 | Satars 29,51 096 | |29 |Nagpur | 2077 | 039
15 | Sangli 24.13 066 | |30 | Wamdba | 933 | 198
14 | Solapur 13.76 477 | |31 |Bhandam | 1040 | 264
15 | Kolhapur 24.56 348 | [32|Gondin | 34 | o030 |
16 | Aurangahed | 8.68 570 | |33 | Coandewpur | 522 | 1263 |
17 B | 199 | 133 | | M |Gadohiroh | 334 | 00
Sr No. Amount Available Amount Distributed
State Total 286.32 76.45

[t is seen that in the very changed scenario. the DVDF has become somewhat redundant. Earlier,
many GPs used 1o borrow funds for shopping complexes. This was the standard activity for which
DV wiss used. For other activities like construction of GP Bhawan, anganwadi, sania) mandir.
waler supply scheme, ete. now regular Government funds are available,

T30 SEC'srecommendation:

(1) Much more publicity and awarencess should be creaied for DVDF funds, Today huge
amount is locked up in bank deposits and many ZP officials and non-officials are not
aware ol DVDF,
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(b)  The type of activity for which DVDF should be used must be made more contemporary.
There is acute shortage of ideas as to whalt to do with DVDF lunds, hence GPs are not
availing it. The following are some indicative arens for which DVDF loan can be used:

(1) Hirmg of agnenlural equipment by farmers from GP

i) Starting solar generation on GP waste land or using solar street lights

i) Construction of small work-sheds (rural mdustnal estates) for women SHGs o do
commercial activity. There s acute shortage of warkspace forsuch activities

iv) Small warehouses (to be used for storing local farmer's food-graing, &ic.)

V) Mim village level cold storage orsuch facility

vi) Village level nurseries

vil)  Village level foresiry and planiations

(¢}  DIVDF has not tuken off due to lack of support system. Government must allow for some
private regionitl level support agency, which can give some model cosl estimates and
technical guidelines. This will greatly help the Gramsewaks, Extension Officer's and
BDO's,

(d)  Theentire DVDF rules and guidelines has to be revamped on lines above

731 Need for GPs to earmark 2% to 5% of their income for a dedicated Mainteaance
Fund:

We have pointed out that the grants 10 GP under various schemes has increased in the last two
decades. Likewise, the Fourteenth Central Finance Commission has substantially increased the
grants to the GP. In addition, a number of asseis have been taken up under MGNREGS. However.
once these assets are constructed there is very little funds kept for their upkeep and maintenance.
Thus valuable assets deteriorate quickly.

Las! few years there has been a thrust on cleanliness and (oilet construction, Toilets have been
constructed in schools, anganwadis, GP Bhawan and in public places. Besides household (septic)
toilers have increased. All these have to be maintained. The following is a broad calculation of
fimds required permonth for operational maintenance of toilets:
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Tahle 70: Broad calculation of funds required per month for maintenance of toilets :
(In Rs.)

Population
upto  1001-  2001-  S001-
2500
500

SN, Activity 10000+

1 | Electricity Charges Waler supply <chemes 5000 | 7500 | 14000 | 2

500 1000 1000 | 1000

2 | Purification material cost - consumables,

TCL. minor material cost

1 | Muintenance of the drainiage lines including | 5000 | 7000 | 10000 | 15000 | 20000
storm and grey waler _ _ _ .

4 | Repair'Maintenarice of Water Supply 4000 | 5000 5000 §0040. | 10000
System (including preventive)

5 Menugement of Solid waste meluding 5000 5000 | 10000 | 100060 L 15000

collection & rentrrent

6| Approximate Maintenance of Sanitation Facilities
Community Sanitation Units/Systems 1000 1000 | 3000 3000 5000
Sohool 1000 | tooo| 1o000| 2000| 2000
| Anganwadi | s00| so0| 500 1000 1000
Grampanchayat 500 500 300 1000 | 1000
Health Centres (if available) 1000 | 1000 | 2000 2000 3000
Total 21000 | 26500 | 40500 57000 | 80000

7.31.1 STC's Recommendation:

SFC srongly recommends that muintenance of assets must be given top most priority, Just as
every ZP/PS/GP has (o compulsorily spend on weaker sections, women welfire eic, 50 also a
certain amount of the total income must be emrmarked for maintenance, The culture of
nyuintenunce and upkeep of assels must get embedded into the system,

SFC suggests that guidelines need to be framed so that at least 2% of own income in bigger
villages (sbove 5000 population) and 5% tor smaller villages (below 5000 population) must be
earmarked for maintenance every year. This amount must be transferred at the district level like
DVDF and kept in a separate account and can be used only from third year. This way the District
Mamntenance Fund will be maintained, 1§t is kept at the GP level, there is risk that the amount will
be spent immediately.
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Government must frame suitable guidelines for the Distnict Village Maintenance Fund in the
[ormofTules.

7.32  Effective ufilization of provisions under Section 124 of the Maharashtra and
Regional Town Planning Act, 2015;

The entire State his come under the regional plan or framewaork of the Maharashtra Rogional and
Town Planning Act. We huve already mdicated earlier that the Betterment Tax' provision under
Section 124 of the Village Panchayat Act must be renamed as Development Fees' and collected
by the GP when the property owner wants construction permission. This is within the Gaothan
area,

Outside the Gaothan area in a village. the permission for construction is given by the Collector.
Here, as provided in Section 124(k) (i) of the Maharashira and Regional Town Planning Act,
2015, a development charge 1s levied at the tme of granting permission by the Collector.
However, as the Grampanchayat also provides various amenities to the applicant, a share of the
amount collected by the Collector needs 1o be given to the GP as well.

7.32.1 STC Recommendation:

SFC strongly recommends that GPs must get a share of the development charges levied under
Section 124 (k) of the Maharashira and Regional Town Planning Act, 2015, The Urban
Development Department in consultation with concerned departments must notify the sharing
ratio for the Grampanchayats of the [ees collected by Collector while giving construction
permission in non-gaothan aress. The method and manner of this amount reaching the GPs
(on the lines of cess on stamp duty and other such levies) must also be finalized and a
comprehenstve GR 1ssues on this subject.

7.33  Special drive to write off very old audit paras where recovery or any type of action is
impossible:

There are very miny old audit paragraphs of the Local Fund Audit remaining unsettled for over
25 years, It 15 impossible to recover most of them as the employees have retired or died or the
beneficiuries not identifiable any more. Tt looks very absurd to have review meetmgs where the
oldest pending paragraphs 18 of the 1960's. It only adds Lo the paper work and consumes enormous
timne ol the Government officiuls at all levels.

SPC recommends that there must be policy level decision to close the old paragraphs in a suitable
manner,
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7.34  Other audit and financial reforms

Al present all the 28,000 GPs are to be audited year after year by the Local Fund Audi
Considering the manpower available with Local Fund audit and increased volume of work in the
(Ps it1s practically impossible for the Local Fund Audit department to handle these numbers.

7.34.1 STFC's vecommendation:

The socio economic milieu of the State has changed and it is essential that the audit functions and
related functions must be given to professional CA firms after suitably traming them. Earlier there
were no CA firms in the districts, but now this is no more the case. To begin with, the audit of
bigger GPs above 10,000 populations can be entrusted to the CA firms. Even if thers are
difficulties in giving the full work. certain levels of checking can be given to CA firms. In fact, in
MGNREGS before the introduction of PFMS, CA firms were doing both the routine accounts
checking and audit work. They are also doing such work in specific rural organizations like
MWRRA, DRDA etc.

The Local Fund Audit Departmeni can continue o work as empaneling agency. Thus the CA
fitms can supplement the audit work.

We have addressed this issue in the Chapter on 'Accounts, Finance and Fiscal Dats and related
issues' as well,

7.35  Othersuggested administrative reforms to improve the functioning of GPs:

7.35.1 Technical support agency for managing and handling solid and liquid waste
management

The problem of waste mansgement is increasing day by day i rural areas as well, particularly the
bigger GPs. In many peri urban GPS there ure huge volumes of commercial and small time
indusirial activities. The rents are cheaper and taxes and control are less in these peri urban areas,
hence there 15 a flourishing informal sector supplying goods and services to nearby city. All these
have led 10 waste disposal and sanitation problem in the rural areas as well. Use of plastics,
packaged food stufls and other non-bio-degradable material has led to disposal problem in rural
areas as well.

[t is observed that there is lack of technical support agency to guide the GPs. It is unfair (o expect
that the GP and the Gram Sewak to be all-rounder’s knowng to collect tax, handle water supply.
disposal of waste ere. Methods of disposal of waste (like conversion of organic waste mio manure
using earthworks ) are highly skilled areas and domuin knowledge is required. During discussions
in the field, it became clear that field officials need a lovof guidance and support.
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7.35.2 SFC's Recommendation:

SIC recommends that there must be hand holding technical support agencies at Block level who
could guide the GP's. There could bz a leading mother or master techmical support agency at State
Level, (like NEERT) with mmdreds of district and block level technical support instimutions who
could assist the GPs. This could be existing agricultural colleges. polytechnics and so forth. This
way the capacities of all would increase. This suggestion 1s made on the lines made for ULBs as
well (see ULB chapter)

736  Augmenting support from PS for various technical areas:

Study of the present pattern of functioning of Panchayat Samitis and Grampanchayats reveal that
the organization pattern and staff patiern, posts created eic, are designed [or the needs of 1980's
and not for contemporary requirements, There has been see change in ground realities. Except
some computer stafl (mostly taken on outsourcing or on contract basis) there is acute shortage of
technical stafl.

We have already indicated that two retired elecmcil stull from Electricity Bouard or equivalent
must be hired nt Panchayvat Samiti level 1o sort oul their street light hilling und pumping issues.
They can also help GP's to shift to solar energy saving operational costs of electricity bills month
alter month. Their costs can be included in the state subsidy to GPs for street lights and water
pumping charges. The results can be seen in two years, Their need to be some coordinating cell at
the State level as well.

Likewise, the PS needs 1o be strengthened for handling rural solid and liquid waste suitably. We
have already indicated & parmership technical support agency for this in earlier paragraph.

Anvther area of support is for civil engineering works. Due to shortage of civil engincers for
preparing estimates, measuring, tendering, certifying and paying the pace of work slows down
and available budget is not able to be fully spent. There is scope of outsourcing certain areas of
work like estimate preparation at PS level.

7.37  Reforms required in - management and expenditure on training at GFP level:

The traiming to GP functionaries both officials and non-officials is an oft discussed subject. The
Ministry of Panchayat Raj has also been infusing substantial funds in recent arcas for augmenting
training. There are some old training institutions for Gram Sewaks also. The following are the
amounts spent for training and capacity building under various account heads:
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Tahle 71: Funds spent on capacity building for Gram Sewaks :

Sr. | CRC eode Description of grants/activity | Amount actually spent
No, 2016-17 ( Rs crores)
1 | 2053-0574 | GP training and capacity building 2.62
2 | 2415-0312 | Kosbad- Thane training Centre 0.27
3 | 2415-0321 | Gargot Training centre 0.72
4 | 2415-0329 | Grants to Shivap Education Society 0.53
5 | 2415-0329 | Grants to Yashada 4.05
6 | 2415-0629 | Grant o Gram Sewiak Training Centre 378
T | 2515-0026 | Grant to Gargoti Traming Centre 0.75
(under different CRC)
Totul 12.72

7.37.1 SFC's Recommendation:

(a) The entire tramming and capacity building -mfrastructure available, staffing patiern etc.
needs to be reviewed comprehensively and reviunped as per times

(b) There are seven different CRC heads under which the funds are released as above. for
identical activities. They can be compressed to 3-4 heads

(¢) Method und manner of (raining still uses the classroom lecture method. It is betler to shill

ta visul aid methods with small video films, audios ele. which may be more engaging for
non-olficials of panchayal ra).

7.38  Award for GPs for creative and effective nse of own funds:

The Rural Development and Panchayal Ray department has s healthy tradition of giving awards
annually to well performung GPs. Some of the GPs even go to win awards at national level.

The department has also [ramed some Government schemes to mcentivize well performing GPs.
Farlier there was a scheme of Eco Villages (Parryavaran Santulit Gram Vikas). At present there is
a scheme of Smart Villages which identifies outstanding GPs at block and at district level.

There is need (o honor GPs which show effective munagement of their own income, show
creativity in use of DVDF [unds and such indtiatives. Honouring such GPs will inspire other GPs
also to take up such sctivibies,
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7.39  Conclusion:

Owerall, the income of the GI’s has substantially increased in recent years. In expenditure side the
big load for most GI's is high electnicity charges for pumping water for the Piped Water supply
System (PWS) maintained by them. We have suggesied some Government support for them.

We have suggested shifting of Prolessional Tax Collection to GPs. We have also suggesied
certain other measures 1o improve resources of GPs. We have also recornmended other methods
to improve the overall financial management of GPs.

We are of the view that if recommendations are implemented they will further go to improve the
financial position of the Grampanchayats
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Assessment of the finances of Urban Local Bodies

8.1 Introduction:

Maharashtra is one of the most urbanised State of India. According to census 2011, the urban
population of Maharashtra s 45.22% (2011) of the total population. The total urban population of
Maharashtra is much higher than the national level urban population of India which is 31.16%.
The discussion below does not include the census towns. and is restricted to these settlements
notified as "Urban Bodies' under the relevant Act.

8.2  Theenactments relating to Urban Local Bodies:

Legally, the Urban Local Bodies are govemed by certain Acts of State Legislation. They are as
fallows:

Table 72: Enactment ol Taws

Sr. No. Name of the Act Applicable for
I Mumbai Municipal Corporation Act Brihan Mumbai Municipal
Corporation(BMC)
2 The Maharashta Municipal Corporation Act | All cities notified as Municipal

Corporation except BMC

3 | The Maharashtra Mu:nmpal Cnunci]i..ﬁagar AllM_umtlpaI Councils and ﬁugar.
Panchayats and Industrial Townships Act, | Panchayats

1963

Lt -

8.3  Typesand categories of Urban Local Bodies and their population:

Government of Maharaghtra vide UDD GR of MCO/2014/Pra.Kra 153/Navi 14 dated 1st
September 2014 has [reshly categorised the Municipal Corporations for administrative
convenience. This categorisation is based on population (2011), per capita own income and area
per capita.

Likewise, Municipal Councils are also categorised as A, B, and C under Section 4 of the
Maharashtra Municrpal Counetls Act, and Nagar Panchavats are also notified under Section
F41A olthe sameAct.

It is ohserved that there is a high correlation between the category of the ULB (which is classified
haged on population), and the capacity of the ULB to mobilise resources, to service the citizens
and to address various challenges before it. In general, the financial capacity of the bigger ULBs
are relatively better, as normally the bigger cities have a stronger economic base and therefore
able to generate more resources.
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The [ollowing charts are seli-explanatory:

Table 73: Categorization of Urban Areas based on population ;

Municipal Corporations 3. lakhs + 27
Municipal Councils 25,000 to 3 lakhs 231
| NagarPanchayms | Below 25,000 135
Total 393

Table 74: Categorization of Munigipal Corporations (as per GR duted 01.09,2014)

N i[ :.

i

Above | crore |

Mumbai

25 lakh

| crore

Nagpur and Pune

1
&
3

A+
A
B

¥
15 -25 lakhs L]

Pimpri-Chinclywad, Nasik and
Thane

4

C 10-15 lukhs 4

Navi Mumbui, Vasar Virar,
Kalyvan-Dombivili and
Aurangabad

Ly

3-10 lakhs

17

Abmednagar, Akola, Amravati,
Chandrapur, Dhule, Jalgaon,
Kaolhapur, Latur, Nanded -
Waghala, Malegaon, Parbhani,
Panvel, Sangli-Miraj, Solapur,
Mira-Bhyander, Bhiwandi-
Nizampur, 1Jlhasnagar

| Total
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Table 75: Types of ULBs and their share of urban population as per census 2011 :

# Type of ULB No.of | Populationof = % Poj

1 At Class Municipal Corporation 1 12442373 2338
2 | A Class Municipal Corporation 2 55,30,123 11.28
3 B Class Municipal Corporation 3 50,335,233 10.31
4 | C Class Municipal Corporation 4 47,65,380 9.72
5 | D Class Municipal Corporation 17 83.00,508 17.34
6 | AClass Municipality 17 2524 429 5.15
7 | B Class Municipality 73 44,51,070 9.08
8 | C Class Municipality 1141 3895250 | 795
9 | Nagar Panchayais 135 18.62.000 3.80

Totals 393 4,90.26.366 100

Chart 27; Pie Diagram showing share of population in different urban categories

Share of Population in different categories of Urban Areas

A+ Class Municipal Corporation
A Class Municipal Corporation

)

B Class Municipal Corporation

L=}

€ Class Municipal Corporation
D Class Municipal Corporation
A Class Municipality

B Class Municipality

C Class Municipality

Magar Panchayats
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Table 76: Population in MMR Region :

| Municipal Corporations i
Area (s km) 2011)

[ 1 Mumbai [ *437.71 12442373

2 Thane 14734 12.62.551

3 Nuvi Mumbai 162 11,19.477

4 | Kalyan-Dombivali 104.57 15,46,381

5 Ulhasnagar 13 5.06.098

@ Mira -Bhayandar 793 £,09,378

7 Bhiwandi-Nizampur 26.41 . 7,00, 665 |
8 | Vasai Virar | 105 | 1222390 ]
Municipal Councils B |
1 Ambernath [ 38 2,54,003 '
3 | Panvel i35 180464 |
| 3 Kulgaon-Badlapur | 35.68 1,75.516

4 Khopoli ! | 30,17 71,141

5 Alibag 1.81 , 20,919

6 | Pen 082 | 38.560

7 | Uran 229 | 29,104

8 Karjat 7.53 ! 30,087

9 Matheran 724 | 4393
Rest of MMR 122037 | 5,79.898

Total 43544 | 2.10,02,398

It is interesting to note that out of total urban population of Maharashtra, 43% live in MMR

Region.




8.4

Decadal population growth of ULBs:

Table 77: Decadal population growth of different categories of ULBs :

# | Class. __ No.of Percentage
Corporations / | : growth of

Munieipal Corporations®

l A+ 1 1 1,19,78,450 | 12442373 387

2 A 2 45,90,539 | 5530,123 20.47

3 B g 3 33,52.259 | 50,55.233 50.80

4 C | 4 32.89.426 | 47.65.380 44.87

5 D i7 71.56.262 | $5,00,508 18.78

Munseipal Councils

1 A 17 21.89,172 | 25.24.429 15.31

B B 73 ~ 38,70,909 | 44,51,070 14.99

3 C 141 5130364 | 3895250 24.43

4 | Nagar Panchayats 135 11,97,143 | 18,62,000 55.54

*For Names of Mumcipal Corporation Refer Table 2

The overall population growth of Maharashira during the decade 2001-2011 was 15.99 %,
whereas urban population growih was 23.67%. However, as it will be scen above, the population
growth in each band of ULBs 1s uneven. Certam cities in B and C category scem (o have grown
very fast, Out of total 135 Nagar Panchayats, 115 Nagar Panchayats were newly constituted in
201516
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8.5

Population density in Municipal Corporations:

It iswell known that cities, particularly Mumbai are very densely populated.

Table 78: Population density in Municipal Corporations :

_Egurea in Lakhs/Sq. km. _
ool S e T WS e
| . _ "*""‘I*. k"-?! $q- km.) )
1 Briban Mumbai BMC 1872 - 43771 1,2442373 1 28,426
2 | Pune 1950 144 2764 3124458 1 11,304
3 | Nagpur 1951 NA 217.56 | 2405665 11,057
4 | Thane 1982 128.23 147 18,41 488 | 12527
5§ | Nashik 1982 27822 | 259 14.86. nss'l 5738
6 | Pimpti-Chinchwad | 1985 85 181 17276921 9,545
7 | Aurangabad 1982 138.5 1385 11.75.116 | 8485
8 | Vasai-Viewr | 2009 | NA 380 | 12223% ] 3217 |
9 | Kalyan-Dombivali | 1982 104.57 11608 | 1247327] 10,745
10 | Navi Mumbai 1092 210.97 21097 11.20547] 531
11 | Ahmednagar 2003 80.21 80.21 3508591 4374
12 | Akola 2001 2 124.82 425817 341
13 | Amravati 1983 121.65 121,65 647,057| 5319
14 | Chandrapur 2011 NA 56 320379 5721
15 | Dhule 2003 | 4646 46.46 3.75.559 | 8,083
16 | Julgaon 2003 65.94 68 460228] 6,768
| 17 | Kolhapur 1972 | 66.82 66.82 549236 | 8,220
18 | Lator 2011 NA 117.78 382940 3251
19 | Nanded-Waghala | 1997 71.76 58 550439 949
20 | Malegaon 2001 12.95 2425 471312 19436
‘21 | Parbhani 2011 NA 58 3.07.170 1 5296
22 | Panvel 2016 NA 12 1.80,020] 15002
23 | Sangli-Mirgj-Kupwad| 1998 118.18 118.18 502,793 4254
24 | Solapur 1984 | 2333 | 17857 | 951558| 5329
25 | Mira-Bhayandar 2002 79.4 794 800378 1 10.194
26 | Bhiwandi-Nizampur| 2001 | 26.36 2636 7.09.665 | 26922
(27 | Ulhasnagar | 1996 1334 13,34 5.06098 37038
SFC Observation:
Ulhasnagar, Bhuwaondi - Nizampur, Mumbai and Malegaon are the most densely populated cities
of Maharashira.
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8.6  Staffstrength of Urban Local Bodies:
8.6.1 Municipal Councils:

The total staff strength of Municipal Councils and Nagar Panchayats is about 21,300, The total
population of municipal councils and Nagar panchayats is 1.27 crores. Thus the number of
regular staffper 100 papulations is just under 1%,

8.6.2 Municipal Corporations:

The data of sanctioned posts, filled up posts in 26 Municipal Corporstions is given below. The total
population of these 26 ULBs 15 2,38.51.244. Thus. the average number of staff per 100 comes 10 0.43

Table 79: Population and Number of Stﬁﬁ" 100 persons :

S | NomeorMusicosl | (uoerih (Sarcined Filed | Vot | 108
| | Thane 18.41.488 2852 1189 | 1663 | 0.15
2 | Nuvi Mumbai 11,20,547 3935 2238 | 1697 | 033
3 | Panvel 1,80,020 707 676 31 | 039
4 | Bhiwandi-Nizampur 7,09.665 4362 3634 08 | 0461
5| Mira-Bhyander 809378 | 2442 | 1478 | 964 | 030
6 |Kalyan-Dombivali | 1247327 | 6413 | 4864 | 1549 | 0351
7 | Vasui-Virar 12.22.390 2852 1189 | 1663 | 023
8 | Ulhasnagar 3,06,098 1212 715 497 | 024
0 | Pune 3124453 23737 16135 7602 0.7
10| Pimpri-Chinchwad 17.27.692 9763 6976 | 2787 | 0.57
11 | Sangli-Miraj-Kupwad | 502793 | 2377 | 1623 | 754 | 047
12 | Kolhapur | 549 236 | 4666 | 3463 | 1203 | 085
13 | Solspur 9.5_1,553 5384 | 3825 | 1539 | 057
14 | Nashik 14,86.053 NA NA NA | NA
15 | Malegaon 471312 2673 1096 | 1577 057
16 | Dhule 3,75.559 2274 | 1206 | 1068 | 0.61
17| Talgaon 4,60,228 2674 1837 | 837 | 0358
18| Abmednagar _350859 | 2870 1836 | 1068 | 082
19 | Aurangabad 11,75,116 NA NA NA | NA
20 | Nanded-Waghala 5,50,439 2323 1591 732 | 042
21 | Parbhani 3,07,170 NA NA NA | NA
22 | Latur 382940 | 1246 | 801 | 445 | 033
23 | Amravati {t.fllﬂ??_ 2799 1712 | 1087 | 043
24 | Akola 425817 | 2397 | 1531 | 866 | 056
| 25 | Nagpur 24,05,665 12224 8169 | 4055 | 051
26 | Chandrapur 3,20379 903 715 188 | 028
Total 2,38,51.244 103085 68519 | 34600 043
Heglent of =2 EOOM Dbakinrinditre Simte Flisdon Enghenizision e e o [l aarmritrm
166



Gienerally, the overall impression among all 1s that ULBs are over stafled. [t is a fact that substantial
revenue of the ULBs is spent for salaries and pensions. Al the same tire the nature of activilies of
ULBs in the Indian conlext are such that adequile manpower is required for solid waste
manugementand various other services it provides. The work has to be performed day alter day.

The SFC notes that during field visit. the trend 1o increase staff has greatly reduced in last decade
In fact, most of the SWM and otherwaork is now dong through outsourcing agencies.

8.6.3 SFOC's Recommendation:

SFC iz of the view that Government or ULBs must engage professional agencies to conduct very
systematic, and detailed studies regarding the staffing requirements in ULBs. While over staffing
is certainly not desirable as much of the funds will be taken over by establishment or salary
expenses, at the same tme under staffing also affects the quality of services of a ULB. There is
also a need to create new category of posts like environmental managers and the like in liev of the
traditional municipal civil enginees position.

8.7 GST and velnted issues:

Thie historic GST came into place on 1.7.2017, Earlier, octrol was a major source of income for
ULBs o Maharashtra for decades, It gave substantial financial and operational autonomy to the
local bodies. However, for reasons well known it was discantinued, first in the Municipal
Couneils and thereatter in the Municipal Corporations in stages. In lieu of octroi, Local Body Tax
(LBT) was itroduced. However, subsequently the LBT was also abolished. Municipal
Corporations were compensated suitably. Now with the coming ol GST, there is financial support
extended to Municipal Corporations, in lieu of GST. The developments. in brief. with timelines
are summarised s follows:

8.7.1 Municipal Councils:

Oectroi was abolished in Municipal Councils way back in 1999, To meet the loss in octroi income
the Government provided octroi abolition grants. There was also another cafegory of support to
Municipal Councils called DA grants' to compensate for the higher salary rates recommended by
the Government, Subsequently by a GR dated 31.8.2009, the oclroi compensation and DA
compensation were merged and aller adding a marginal icrease, (hey were converted into
another package called Nagar Palika Sahayyak Anudan’. Thus from 2009 (ill date the Councils
are being financially compensated for the loss of octroi income und for DA grants by Government
in the form of Assisted Grants called "Sahayyvak Anadan’.
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8.7.2  Municipal Corporations except Mumbai Municipal Corporation (BMC):

In roventy out of the twenty-six Municipal Corporations octroi was abolished prier to 2013,
The Corporations were allowed to mobilise their resources through an altemate "Local Body
Tax'(1LBT)

Octrol was also abolished in the five bigger Municipal Cerporations of Pune, Nagpur, Thane,
Nuvi Murabai and Pimipri-Chinelwad on 31.3.2013, LBT was introduced 28 & substitute.

All Muntcipal Corporations were operationalising LBT till 31st Tuly 2015 10 mobibise own
revenue,

Thereatter, LBT as a source of own revenue for Municipal Corporations was also abolished by
the Government from 1st August 2015 However, Municipal Corporations were allowed to

continue LBT for bigger traders with a umover of above Rs.30 crores per anmum. Thus small

teaders with tarnover less than 50 crores were taken out of the ambit of LBT of Municipal
Corporalions.

The Government introduced a LBT compensation fo the Municipul Corporation to offsel the
logs of LBT income.

With the coming of GST from 1.7.2017, even the collection of LBT from bigger traders was
abolished. Thus GST subsumes all other earlier forms of local 1axes on goods and services,
Government of Maharashira 15 compensaling the Municipal Corporations with a financial
support i hieu of GST from 1.7.2017. The details of the amount they are receiving as
compensabion in lieu of GSTis given later.

8.7.3  Brihanmumbai Municipal Corporation:

Octroi continued in Mumbai till 30th June 2017, perhaps the only big city in India to continue
oetroi for such along period.

Since 1,7,2017 GST has subsumed octroi.

BMC is getting a compensation from Government for loss of octrol income.

874  Assured compensation in licu of GST regime 2018-19:

All the Municipal Corporations have been given an assured compensation in lieu of octroi
(Mumbai) or in lieu of LBT (all other Municipal Corporations other than Mumbai) from
1.7.2017. The releases 1o the Municipal Corporations post GST (as GST compensation) are as
[ollows:
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Table 80: GST Conipensation to Municipal Corparations ; (Rs. In Crores)

SrNo Name of Municipal Corporation | April 2018 to March 2019
1 Brihan Mumbai $300 !
2 Nagpur 366
3 Chandrapur 59
4 Anravati 117
3 |Akols ! 64
6 | Aurangabad 253
T | Parbhini . 17 i
s Latur 13 |
9 Nanded -Waghala 73 !
10 Nashik 8§74 '
11 Malggaon 144
12 Dhule 92
13 Jalgaon 111
14 Ahmednagar 82
15 Pune 1573
16| Pimpri-Chinchwad 1507
17 Kolhapur 126
18 Solapur 185
19 Singeli-Miraj-Kupwad 140
20 Mira Bhivander 166
21 | Vasai-Virar 301
22 Bhiwandi-Nizampur 233 _
23 | Ulhasnagar 167 |
24 | Kalyan-Dombivali ] 170 !
25 |Thwe 720 ]
26 | Navi Mumbai 1025 -
T Total 17468 _
*For Panvel, which has been upgraded as a Muaicipsl Corporation recently. the compensation
has vetto be decided.

5.8 Evolution of ULBs in Maharashtra:

It was in1882, during the regime of Lord Ripon that the British came with an Act on local self-
govemment. The Bombay Municipal Corporation Act was enacted a8 early as 1888, As is well
known, participation in the decision making in local bodies was the first demand made by the
leaders of Indig during our nationalist freedom struggle. All over India, many tall leaders of the
freedom struggle were Chairmen of the ULBs or even Mayors. This was also the first opporfunity
to stand for elections as representutive of the people in those days.
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At that point of time, the local bodies mobilised their own source of income and appointed their
own stull. The own in¢ome included ociroi and various other means of taxation. The salary of the
Chief Executive Officer and other stafl was determined by the local body itself. Local bodies
were by und large lell to themselves to manage their income and expenditure. There was very
little of Government support. At that tme, the emphasis was on participation of local commnunity,
and madntenance of minimum civic amenities.

The non-official office bearers were leaders of the town, many with nationalist fervour.
Depending on their resources and interests, they went beyond their core responsibility (of
providing street lighting, town cleanliness and drinking water) and took up running of schools,
municipal dispensaries, construoting town halls and so on.

The Government created the Local Fund Audit (1930) {0 monitor their good working and control
deviations. But apart [rom this the contrel was minimum. The Maharashira Municipal
Corporation Act (Section 93 )even goes on (o Say that the format in which they bave to maintain
the accounting records (annual accounts) is to be determined by the Standing Committee.

Since the late 1970' the scenario has changed. There is more and more role of Government in
runaing the ULBs,

From resources point of view. the local bodies do not have the funds for investing in capital
projects and have to be totally dependent on Govemment. Thus Government has been
augmenting their resources in various ways. This is discussed in detail later. There are various
provisions m the Act which provides for the Government keeping a watch on functioning of
ULBs.

Earlier the ULBs appomted the Chief Oificers (COs) themselves. Bul smce 1979 the State
Govemment has stepped into this area and the Class IT COs are being posted by the UDD from
MPSC selecied candidates and Class 11T CO's were appoinied {rom Regional Selection Board
The Class T COs were uppoinied [rom 1987 and were recruited through MPSC like other State
Government officials, There is a separate Chief Officer Cadre, and they are posted and shifled
from one Nagur Palika to another like any other Government official. In recent vears the
Govemnmenl has gone one step further und has created few mare cadres for munmicipalities. Thus
accounts stalT, tax collection staff, municipal engineers will be State [evel officers who will be
transferred from one municipality to another.

Likewise, slowly over the years the pay of the local body siafl has gol aligned with the State
Governmen! stafl. As is well known, the State Goverment appoints a Pay Commission onee in
ten years to fix the pay scales for its officials. Once this pay comumission gives its award, slowly it
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15 extended to ULBs also. The Government has also prescribed a stalfing pattem for each
calegory of ULB, be it a Municipal Corporation or Municipal Council, There is more and more of
Govermmenl supported schemes and lighter monitoring.

Still, due to historical and legacy reasons and the way ULBs have evolved in Maharashtra, 1t is
found that there is stesp variation in the day to day workings. public involvement.
responsiveness. record keeping, staff performances. overall delivery and output. ete. from one
ULB to anotlier.

8.9

Important functions of ULBs;

§.9.1 TImportantobligatory functions of urban local bodies:

Conservancy: Maintenance of drains and drainage works, sewerage works, public latnnes,
urinals, ele., scavenging, removil and disposal of filthy material, refuse and rubbish.

Public Health: Prevention and spread of dangerous diseases, maintenance of public hospitals,

dispensaries, maintenance of public markets. slanghter houses eic.

Water Supply: Construction und mainlenance of works for providing supply ofwater.

Fire Fighting: Maintenance of Fire Brigade for extinguishing fire and protection of life and
property when fire ocours.

Education: Maintenance ol schools for primary educution, The following obligatory duties have
besn included m view of the 74ith amendment 1o the Constitunon.

a.  Planning for economic and social development.

b, Urbun forestry and protection of environment.

8.9.2  Lmportant Discretionary Functions:

The municipalities may provide out of municipal property and funds for the following functions:

i,

Hi.

Laying out public streets, construction of buildings.

Laving out or maintaining public parks and gardens, establishing libraries, museums.,
lunatic asylums, gymnastics, stadia, open air theatre etc.

Wellare mensures for SC, 8T, Vimukta Jatis und Nomudie Tribes,
Provision of services of ambulance.

Swimming pools and publie bathrooms, conveniences
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Vi, To destroy harmful animals and birds

vil,  Toopenandrun maternity homes and infant welfare houses.

viil.  Toestablish institutions for taking care of the disabled and handicapped persons

. Calamity relief

X, To provide mechanically propelled transport facilities in the respective jurisdiction,
XL To promote the welfare ol municipal servants and the persons' dependent on them
xit.  Construction of samitary chwellings for the poor class.

[n view of the 74thConstitutional Amsendment the following functions have been included as
diseretionary function of raunicipalities; -

L Slum improvement and upgradation.
i, Urban Poverty Alleviation.
. Cattle pounds,

iv. Prevention of cruelty to aninials and regulation of slaughter houses and tanneries,
8.10  Overall pattern of the finances of ULBs:

We have pointed out earlier that for historic and other reasons, the financial health varies [rom one
ULRB to snother. Within the same district like Jalgaon, two adjacent ULBs of more or less the
same size and economic base, we found sharp differences in management, tax recovery
culture and other practices. The quality oflocal non officials also play a very important part
in determining the financial health of ULBs. Prior to the introduction of rotmtional post for
President in ULBs (here bave been many instances of a single person continuing as President for
long peripds. This single individual or a group of local citizens who have dominated as office
besarers has often set the working culture of the ULB which is still being continued. In short, the stnking
aspect of LUTLBs in Maharashtra is the financial health of ULBs varies from location to location,

We have given detatled data analysis of the income and expenditure puttern of various cutegories
ol ULB in later part of this chapier. But, the [ollowing observations can be placed as a summary:

8.11  Present system of accounts keeping does not help in understunding the precise
financial health of ULBs:

The tusk of the Stute Finance Commission 18 {o assess the finaneial status and health of the ULBs
and recomeend suitable measures 1o improve them,

We have elaborated in the chapter on Finance Accounts and Financial Data, that due to the
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absence of double entry accounts, it is very difficult to precisely state the linancial health of a
ULB and compare il with another ULB,

To give an analogy, 1t we take the banking sector, the regulator (that 1s Reserve Bank) is able to
monitor and compare the performance of various type of banks, big or small, because the
preseribed method of account keeping 15 same for all banks. All banks have to follow certain
financial reporting norms and their accounts are certified by a professional Chartered Accountant,
This enables the regulator, Government, investors and public to know which bank is functioning
well and which is not. In addition, banks report their annual financial performance through
various well known fingncial ratios. All this makes financial analysis easy.

This is not yet possible in case of ULBs as yet. The following are the weaknesses in present
system ol accounting keeping:

(1) the annual financial statement (budget) which is kept on basis of income and expenditure
or 'single entry system' does not reveal the hoge amount of local tax that is due, but not
recovered. Likewise. it does not reveal upfront the commutted expenditure for the ULB.
as often there are substantial pavments pending to State agencies like MJP, MSEDCL.
contractors, suppliers, staff (both serving and retired) cle.

lfi'n} ULBs are expecied to present annually a 'balanced budget’ that is the projected income
and expenditure must balance out, and there must be a minimum cash balance as directed
by the State Government (Section 101-5(d) of the Municipal Act). Therefore, to meet the
required anticipated expenditure, ULBs very often 'putf up' their projected income.

(iii)  Fmally, there is no arrangement for auditing or certifying the sccounts. Few years back
(2012) the Government (Finance Department) cirected that the accounts of the ULBs
must be certified by the Local Fund Audit. However, so far they have notl started
certifving the accounts,

(iv)  The directions relating to use of new double entry based Accoumt Code issued on
19.1.2014 13 not yet effectively getting implemented in the Municipal Councils. We have
dealvwith this in details inthe chapter on Accounts. Audit and Fiscal Data.

Absence of reliable financial data is a problem [aced by not only this SFC, but all previous SFC
and the Central Fintncial Comemissions us well. That 18 why the last two CFC's gave substantial
emphusis to improvement of accounts, like incentivising  ULBs for muintaining sudited
accounts elc. We have addressed this issueand the way out i the dedicated chapter on'Accounts,
Audit and Fmancial Data'.
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Therefore, we have delineated the broad pattern of financial health of ULBs, not only from the
financial data provided by them (which is inadequate for full analysis and coming to conclusions
on that basis slone) butalso from the additional information we eliciied from olficials, discussion
with office bearers and councillors, and our overall assessment of the situation. It is on this basis,
we make further observations and work out the strategy.

8.12  Government capital grants and revenue grants have increased to ULBs but this does
not directly correlate with an improved financial situation in the UL Bs:

[t will be seen from the budget data we have provided in a later part of this chapter that the overall
capital grants have increased substantially in recent years. The Government of India has also
stepped up its support through Smart City initiative and AMRUT Yojana and other schemes. The
State Government has also increased the quantum of capital grant from its own resources.

As regards revenue grants, there is some shorifall in Sahayyak Anudan for Municipalities and i
other assigned taxes. However, there has been a big infusion of grants under the 14th FC, though
out of this about 50% have to be necessarily spent on solid waste management. In the in the
Municipal Corporations, the GST grants are substantially mare than eaclier LBT grants. Also
there is an inbuilt $%% annual increase provided to ULBs for GST compensation. Still, during field
visits many Municipal Corporations have represented that had they continued with octrod, their
present income would have been more. Bul, in the absence of any validated accounting data we
drenotable to sy whether the overall financial position of ULBs have improved or not, over the vears.

[lowever, the problen is that it is difficult to estimate the financial health of a ULB based on
inereased grants alone. The entire fimds flow and management has to be examined to know it
Iowever, there are difficulties in balancing the revenve income and expenditure due to varied
[easons,

8,13 The ULBs themselves do not have o fnir understanding of their financial situation:

Interestingly, most UULBs themselves do not know where the 'shoe pinches’ as their accounting
system does not adequately reveal the position at one go and very clearly. To cite an example. the
Municipal Corpormtions were asked to submit to Government. in early 2017. details of thewr LBT
income for the last few years. The information that Municipal Corporation was asked to submit
wis critical, a5 it was on this basis the GST compensation was fixed, The LBT had been abolished
from 1,8.20135, however those of the traders who had turnover above Rs, 50 crores were allowed
to be retained by the Municipal Corporations, Ln this background, it is seen that while submitting
the eritical information some Corporutions only submitted their actual collection from the bigger
traders (above 50 crores ) and ignored the 'recovenes due' as part of their revenue. During our fiekd
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visil, many MCs pointed oul this loss 1o them, but clearly it is lack of financial capabilities on their
partand due to absence of proper systems,

Due to absence of a robust accounting system, many ULBs are not able to set priorities
payment and many time end up paying huge fines, late fees and interest, often as per court ordes.

8.14  Financial health is also a function of the economic strength of the city's cconomy
and region:

This should be quite obvious, as only a good economic resource base leads to a good income for
the 1JL.B. Thus the ULBs of Mumbai Metropolitan Area (where 43% of urban population of
Muaharashtra live) are able 1o mobilise higher financial resources, Likewise, two ULBs namely
Pune and Pimpri-Chinchwad in Pune region. being cities with a strong manufacturing and service
industry base, are able to mobilise higher level of taxes and other Incomes for their activities,

As aguinst this, at the other end. the smaller ULBs in remote, tribal and other areas have poor
economies and a poor hinterland. Hence there are limitations to mobilise income for smaller
ULB, which are mostly agneultural market towns, 5 the citizens has very low paymg capacity,

Cienerally speaking, the tax collectinn ratio, fiscal health is in better shape in Konkan and Pune
regions as compared to other parts af the State due to economic and other reasons.

8.15  Geographical factors also play a role in determining the financial health of 2 ULB:

Fven geography plays a part in determining the financial health of the ULB. Take for instance.
Telhara, a small Class C Municipal body in Akola district. Due to its vantage position in the
[oothills of Satpura hills, it is able to get water by gravity [ram Wan dam nearby on the hulls and
there is virtually no expendinre on bringing the water [rom source to the town. Whereas many
towns spend huge amounts on eleciricity bill for pumping the water o the town from sources 20
to 50 ks, away or even more. This disturbs their financial health.

8.16  ULBs are unable to gencerate surplus for capital investment. This has to come
necessarily from Government:

There is near nnaniouty tn findings of all Commissions, Committees to study the finances of
ULBs nll over India over the years that (except {or some selecied ULBS) they are not able to
generate surplus for capilal investments, This is becuuse their source of own income like house
tax, water ¢harges etc. and other ncome are just adequate to meet thewr revenue needs, Earlier
they had sources like octrot which hus been done away with over the decades,
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Thus in the prevailing fiscal arrangements, imvestment for roads, waterworks and the like has (o
come necessarily through grani in aid from Central/Stute Government or through leans,

8.17 Tmportance of managing and controlling revenue deficit:

[tis a basic rule of finuncial prudence and discipline that any organisation must not be in a position
that its revenue expenditure is more than its income. This leads to revenue deficit and not a
healthy situation. In plain language, it means that the orgamsation has to borrow even 1o meet ils
day to day expenditure. In such a situation it has o either quickly augment iis income or curiain i1
expenditure.

Itis a different case if any nstitution borrows for capital investments. In this case. it can repay it
from its revenue stream which normally inereases due o the infusion of capital immediately, or
after awhile. This is also well understood.

Thus, 8 ULB must be at least in w position to balance its revenue income and expenditure. This isa
rinimum condition for financial health.

8.18  The bigger Municipal Corporations have innate resilience to control their revenue
deficit:

When we looked ut the health of ULBs [rom this angle, that is, whether they are in a position to at
least cantrol their revenue deficit, we broadly find that the bigger ULBs, namely the Municipal
Corporations of A+, A, B and C categones (that 15 the top 10ULBs of the State, starting from
Mumbai) are able to manage their revenue deficit. In fact, the net revenue position of some ULBs
like Pimpri-Chinchwad and Navi Mumbai are quite commendable, and they are able to take up
many initiatives with their revenue surplus,

Even if the A, B, C category Mumicipal Corporations slip fo a revenune deficit situation in
particular vear, our finding is that they have innate capacities and resilience o correct or reform
themselves on this front. Thus they can have a special drive to collect house tax arrears, or
mereyse the taxution rates, They can curtail certain non-priority revenue expenditure, They can
hire experts to guide them on where they are weak and rectily the situation, By some efforis, they
can reorpanise themselves and bring inrevenue income- expenditure balance,

Thus a combination of better institutional capability, and a good economic base of the bigger
cities helps them to balance their revenue income expenditure stream and even if they slip have
capacities to come back on track quickly
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8.19 'D' Class corporations and Municipal Councils face deeper challenges in even
controlling their revenue deficit:

[Towever, if we go one level below the level of C Class Mumicipal Corporations, namely the
seventeen 1) class Municipal Corporations, 231 Municipal Councils and 135 Nagar Panchayats
then the picture changes. Many of them are not able to balance their revenue income and
expenditure. This may be due to various reasons, like poor funds management. overstaffing. poor
tax collection and the like. But itis observed that the economic base ofthe city is also low and they
are unable to raise the required resources, whereas there is a minimum level of expenditure for
them. In other words, there are some revenue factors within their control, but many [actors
beyond their control, which only Government can help rectify.

As we shall see from the analysis later m this chapter, the biggest source of income for the
Munigipal Coumeils is the "Sahayyak Anudan’. If the Sahayyak Anudan is adequate or nol
increasing adequately over the vears, the Councils nre bound to have revenue shortfall. Smaller
ULBs do not have much space to increase their house tax, considering they are agricultural
market towns where mamly farmers live and share of agriculture in overall GDP 1s decreasing
rapidly.

820 Consequences of continuous revenue deficit in ULBs:

In ULBs, whose financial health 15 poor (that is year-after-year revenue deficits) most of the
energies of the officials go in firefighting’ that is prioritising the competing claims and most often
delaying pavnients. Poor fiscal health affects each and every activity in pocrer ULBs and causes
continues day to day friction and disharmony between all stakeholders that is officials, supphers,
citizenselc.

The situation gels worsened in these ULBs as there 1s absence/shortage of competent accounts
siadf, poor grasp of basic financial accounting principles, poor control of daily cash flows ete
This further weakens the financial health and becomes u viclous cyele.

8.21 Astrategic approach to strengthening financial health of ULBs:

The SFC is mundlated to suggest ways lo strengthen the financial position ol ULBs. With old
waditional sources of income like octrol, LBT no more in existence and many taxes subsumed by
GST. the options [or ULBs to maobilise local level resources for both capital and revenue
expenditure has got reduced.

[t will be seen from the observations made about the overall financial health of the ULBs that the
position varies from one ULB to another. Thus we saw a Class C Nagar Paliks well managed and
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collecting taxes effectively in Sindhudurg district while another Class € Nagar Palika elsewhere
in the State is in financial doldrums due (o poor tux recovery and sbsence of any mternal systems,
poor quality ofstallele.

Therefore, a single recommendation for all ULBs--"one size fits all' solution will not be effective
or desirable. Therefore, this SFC has consciously taken the strategy of giving recommendations
based on categories of ULBs, Here also it will be seen that we have made it as much location
specific as possible, as it will be sezn from our recommendation regarding electricity bill subsidy
for drinking water schemes which is aligned to the distance from which water is pumped.

The resource requirements of TULBs can be worked from three different levels:

(1) Resources required to give benchmark level services- this is the ideal resources required
for a ULB, 1o meet both their revenue needs and capital needs. We have tried to show the
funds required for selected ULBs, on sample basis, in a later part of this chapter. This is
also called ‘normative requirements’ of'a ULB.

(B)  Resources required o meel revenue expenditure for a reasonable quality of service (o
citizens and support for installation #nd special repairs of critical capital projects like
water supply, roads, sunitation ete.

(¢)  Resources required at least to meet the critical revenue expenditure, that is at least of
that level that it does not have a revenue deficit.

From this angle, the first task before us is to ensure that at least all the ULBs are in (¢) position
above, und then help more and more ULBs to move up in the ladder 1o reach a position (b) and
then Lo (a).

The present position is that many ULBs. particularly 'D' Class Municipal Corporatiops.,
Municipal Councils and Nagar Panchayats are below (¢). Others which are at level of () above or
slightly above, but below (b) are can slip into below (c) level anytime, and therefore their
financial health needs to be attended to on priority, This s particularly rue of many 'C' Class
Municipal Corporations and Nagar Panchayats. and specially so in Marathwada and Vidharbha
Their very weak financial position is due to a combination of low economic base. poor recovery
culture in the ULB and other factors.

Consequently. it follows that the limited resources of the Government have to be utilised
strategically in areas and activities that is critical and 'needed most'. This would not mean that
other ULBs do not need resource support. They have to be supported in a different way, to
increase their own capacities to mobilise resources.
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This his been realised by the State Government itsell, Thus, consciously, it has extended he
resourced made available from the 14th Central Finance Commission granis only to D Class
Municipal Corporations and the Municipal Councils and excluded the higher level Municipal
Corporations.

To repeat. while all ULBs need infusion of funds, since State Government has other pressing and
competing demands on its limited financial resources as well, we feel it will be appropriate that
instead of spreading the available resources thinly, it will be practical and workable to suggest
focussed suppaort to I class Municipal Corporations and below levels on priority first

Therelore, the “strategic approach’ adopled by this SFC in making the recommendations for
ULB's 15 a5 below:

Use the limited resources of the Government where it is most needed.

Focus on restoring financial health of Class D, all Municipal Councils and Nagar Panchayats
i sucha way that they come outa revenue deficit situation gradually in nexi three fo five years

Focus on capacity building of ULBs in financial matiers so that they themselves realise where
the problems are and proposed improvements and support can be sustained

Focus on improving the financial management aspects of their drinking water schemes which
18 & primary responsibility of the ULBs
Focus on consohdatmg the work done and achievements in the Swaccha Bharat Abhayan

Enable the better managed and bigger ULBs to get additional resources through louns (over
and above what is given by Government) for capital investments through loans

Incentivise desirable performances and disincentive undesitable performances,
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8.22

Sources af Income of UL Bs:

C'hart 28: Sourges of Income of UL Bs

Sources of
Income of ULB

}
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Chart 29; Sources of Other Income of ULBs
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8.23  OwnTax Revenue

8.23.1 Property Taxes& Other Own Taxes of ULB

Table §1: Consclidated Prn:-pert:."['nx Income & Other Tax Inconie : (Rs.In Lakhs;
No, mm | WTH
) Tax Income | revenue Income
1| D Class Municipul 3662 1563 5225
 Corporation .
Percentage T 30% 100%%
2 | A Class Municipal 920 141 1061
Councils
Percentage 87% 13% 100%:
3 | B Class Municipal 416 53 469
Councils
| Percentage ] 89% 1% 100%
4 | C Cluss MI.I]ill:ﬂpdl 109 G 152
Councils
Percentage T1% 20% 100%
5 | Nagar Panchayuts N 14 111
Parcmtagr 27% 13%

(Note: Above data is the average of four-years (2014-15 10 2017-18) of selected 6 Municipal
Corporations (D Class) one from each revenue division and two municipal councils'/Nagar

panchavats from cach revenue division

Chart 30: Analysis of own lax revenue :

Own Tax Revenue analysis of ULBs (in percentage)
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The above analysis shows that for smaller ULBs property tax is almost the only source of tax
income, and the smaller [ULBs have a higher level of dependence on property tax as source of tax
revenue.

8.23.2 Obscrvations on tax revenne:

8.23.2.1 Non Tax Revenue
Table 82: Non-Tax Revenue of Municipal Corporation : (Rs. In Lakhs)
. & No. | ULB Type Non Tax revenue Income

! . D Class Municipal Corporation 3069

(Note: Above data is the average of four vears (2014-15 to 2017-18) of selected 6 Municipal
Corporations -1 Class- [rom each revenue division.

Table §3: Non-Tax Revenue of Municipal Councils : (Rs. In Lukhs)
Sr. No. | ULB Type | Average Non Tax revenue Income

1 A Class Municipal Councils ! 937

2 B Class Municipal Councils f 344

3 | C Class Municipal Couneils 12

4 *Nitgr Panchayats 42 ]

(Note: Above data is the average of four years (201415 to 2017-18) of 2 municipal conmeils’ /
Nagar panchayats selected from each revenue division

We have given our abservations and reconunendations on Own Tax and Non Tax revenue, in
deuil, later in this chapter
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8.23.3 Assigned Taxes

Table 84: Average Assigned Taxes for ULBs in last four years :

1-%' %"ﬂ\-...'ﬁ - Il...‘. it X
I AL
Municipal Corporations
1 1D Class 0 1039 0 1 2 1042
Percentage { 100 4] ) 0 100
Municipal Councils
. | ACuss 0 | 166 I 0 20 187
Percentage 0 89 0 0 11 100
3 B Class 0 36 p 0 8 66
Percentage 0 85 3 ] 11 100
3 C Class 1 1] ! 0 2 15
" | Percentage 3 75 ! 3 16 100
Nagar
| - I s I 0 0 6
Percentage 0 82 14 1 2 100

Chart 31: Analysis of Assigned Taxes in Class A Municipal Councils

Percentage wise contribution of assigned taxes in A Class
Municipal Councils
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Chart 32: Analysis of Assigned Taxes in Class B Municipal Councils

Percentage wise contribution of assigned taxes in B Class
Municipal Councils

0%

o Motor Vehicls Tes
5 Swmp Duty

& NA K Land Revenue
O Mipor Minerais

B Entertainment Tax

Chart 33: Analysis of Assigned Taxes in Class C Municipal Councils

Percentage wise contribution of assigned taxes in C Class
Municipal Councils
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Chart 34: Analysis of Assigned Taxes in Nagar Panchayats

Percentage wise contribution of assigned taxes in Nagar
Panchayat
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B Stamp Duty
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Smee, most  of the Nagar Panchayais have been formed recently, the agneultural to non-
agriculiural conversion rate is high and hence; the share of NA Land Revenue is high.

8.23.4 SFC'sobservations and recommendations on assigned taxes:
8.23.4.1 Observations on assigned taxes:
a) Additional stamp duaty:

Section 149A of the Municipal Corporation Act and Section 147A of the Maharashira Municipal
Councils Act provide for levying an additional duty of 1% on the immoveable property
transactions, Thus (his is a (ax levied by the State Government, but collected for the ULB and
eventually to be transferred (o it. The average collection of this 1% additional stimp duty in
Municipal Council urea for last 5 years is in the range of Rs. 1 14 ¢crores per annum.

‘The amounts that have been transferred to ULBs by the Government as additional stamp duty in
last two vears is as follows:
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Table 85: Additional Stamp Duty distributed 1o ULBs ¢ {in Rs. crores)

No. | . 2017-18 2017-18 2017-18 2018-19
1 Municipal - 614.94 - 1175
Corporation
(CRC Code 3604
0924)
2 Mumecipal 155.93 90 16947 90
Council (CRC
Code 3604 0125)

*There are arrears of addinonal stamp duty payuble to ULBs by State Govermment. The entire
collection of stamp duty does not automatically get budgeted. This results m arrears payable to
ULB. The details are provided in para 5.2.2. (b)

b) Entertainment tax:

To augment the income of Municipal Councils, Government (Urban Development Department)
has issued a GR on 4.12.1996 that the Revenue Department (which used o collect entertuinment
tax tll 320.6,2017) must share a part of the income with the concerned Municipal Council. The
shure fixed in the GR was:

«  Class A Councils, 30%
o Class B Comneils- 35%

o Class C Councils 40%

[t 15 seien that all Municipal Councils used 1o get an average of about Rs. 14 crores annually in the
previous vears. There is a separale CRC code 3604 0111 for the same. However, with the
entertainment tax being subsumed by GST the Revenue department 18 not collecting uny
entertainment fax.

Legally. even though entertainment tax is subsumed by GST. still Local Bodies can also levy
entertainment tax at their level. However, while the necessary changes have been made in the
Maharashtra Goods and Service Tax and the changes also made in Maharashira Entertainment
Duty Act, 1923, certain notifications would be necessary to do this. However, so {ar Government
(Revenue Department) hans not teken any decision or policy in this area.

It 1% also seen that there is an accumulated arrears of about 13 crote payiable to ULB's since 2013-
14 wodate.
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€) Revenue grant (CRC Code 3604 0076)

Again, with the object of augmenting the resources of the ULBs, and on the basis of
recommendations of the first State Finance Commission, the Government had issued a GR dated
31 March 2000 (Revenue Department). This GR prowvides for payment of 75% of land revenue
collected inurban areas and also 75% of the NA tax recovery.

This is agamn a tux collected by the Government and the proceeds to be transferred as per the GR
cited above. The average amount payable to Munieipal Counctls come 1o Rs 21 crores per
anmum, 1t 1s noticed that there is a shortfall in transfer. and us ugainst Rs.126 26 demanded from
the field (based on calculations of above GR) only an amount of Rs 19.76 crore has been made
available,

Thus there is substantial arrears of Rs.106 crores pavable to Municipal Councils, The SFC
strongly reconymends that this amount be released to ULBs.

d) Minor Minerals (CRC Code 3604 0174)

Again. with the object of augmenting the resources of ULBs. the Government had issued a
Resolution way back in 1985 (Revenue department) to shase part of minor minerals royalty
collected 1o Class C Municipal Councils, It is observed thit the annual average demand is in range
of Rs.4.5 crores, However, only a portion of the demand has been paid fo ULBs and there is a
cumulative shortfall of Rs. 22,8 crores yet to be released to ULBs,

8.23.4.2 SFC'srecommendation on assigned taxes:

(n)  Need to amend some terminologies in Section 149A of the Maharashtra Municipal
Corporation Act, and Section 147A of the Maharashira Municipal Act.

Additional stamp duty of 1% 15 levied as per Sections 149A of the Maharashtra Municipal
Corporation Act and Section 147A of the Maharashtra Municipal Act. Tt is noticed that the
wording of the concerned sections only mentions 'mstruments of sale, gift. and usufructuary
mortgage’. During discussions with Inspecior General of Registration, it came 10 notice as that
there is no mention of ‘agreement of sale' and therefore substantial income which could have
come to LTLBs are out of net. Incidentally, the main Stamp Act has the provision of 'Agreement of
Sale'. This matter needs immediate review and corrective legislative action.

(b)  Need to pay arvears ol additional stamp duty immediately to ULBs:

Secandly, it is noticed that there is a substantial arrears of Rs.510 crores of additional starmp duty
not yet paid to UILBs, This consists of Rs. 214.60 crores due to Municipal Corporation and
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Rs.296.14 crores due to Municipal Councils. They have got accumulated over the recent years, as
alwayy (he releases are less than the demand. These are the taxes already collected by the
Government for and on behall of ULBs. This backlog amount needs (o be transferred 10 ULBs
immediately, as 1l would otherwise throw open the doors to justified litigation.

{t) Need to transfer the additional stamp duty collected directly to ULBs without
roufing it through State treasury:

The additional stamp duty of 1% is collected by the Inspector General of Registration from the
public when they transact in immoveable property. This isacess / duty whichis collected by State
Government on behalf of the ULBs. This is collected as per provisions in the Municipal
Corporation and Municipal Council Act. which means itis fully backed by law.

The present system of crediting 1% (which is technically ULB money) to the State weasury
(consolidated fund) and thereaficr budgeting it and releasing it to ULB invariably seems to go
against ULBs as would be seen from the huge arrears of addinonal stamp duty due to them.
Therefore, there is a strong case of directly crediting the amount to the concerned ULB at
the point of collection by the 1G Registration without crediting it to the State Treasury.

It is well known that the Central Finance Cornmission grants consist of taxes collected by the
Central Grovernment but shared with the States. The taxes in the divisible pool do not constitute
partof the consolidated fund of the Central Government.

Therefore. on these lines, the 1% additional stamp duty also needs to be distributed to the ULBs
[rom point ofcollection instead of routing it through State treasury.

It i4 also degirable to have 4 separate budget line (CRC Code) for addilional Stamp Duty Cess
collected for ULBs. Thus, at paint of collection the Stamp Duty collected will go to two separate
account heads pamely the State Stamp Duty Tax and the Additional Cess for ULBs like Central
GST + State GST. At present there is only one account head causing operational difficulties.

(d)  Need to settle the arrears of entertainment tax, minor minerals, and land revenue
immedintely:

Likewise, it 15 seen that there is an arrear payment of Rs. 22.82 crores of minor minerals to Class C
Municipalities, an arrear of 106 crores of land revenue and Rs. 13.24 crores of entertainment tax
due 1o local bodies. The three put together amounts to Rs. 142crores to Municipal Councils. This
is a substantial amount and will go a long way in relieving the Councils of their financial burdens.
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(e) Need to wind up three assigned taxes and instead increase Sahayyak Anudan grants:

Out of the four assigned taxes cited above. only one namely Additional Stamp Duty 1s embedded
in an Act. Therefore, it 15 a statutory payment. The other three namely 1) share of entertamnment
tax. 11) share of royalty of minor minerals and iii) share of land revenue are given as per executive
instructions i the form of a Government GR. These GRs were issues way back in the 19805 and
12905, They were introduced. at that point of time, to augment the resources of the Municipal
Councils. Considerable time has elapsed now. Further, it is seen that the procedure of release is
very cumbersome. The figures are collected froni the field, then UDD places its demand to
Finance, gets it budgeted and 50 on. Of thethree, entertainment tax has been now subsumed in the
GST. In minor minerals also with the formation of District Mineral Fund, the system of support
has changed in recent year with the issue of fresh GRs by both Revenue and Industries
Department. All these throe assigned taxes are now remnants and further as detatled above, there
are huge arrears.

[n this background, the SFC strongly recommends that except Additional Stamp Duty all the
other three assigned taxes must be totally dispensed with and instead an additional amount
equal to the loss in above three assigned taxes must be added to the Assisted Granis (Sahayyak
Anudan) and a higher amount given to the Municipal Council. This will declutter many
cumbersome procedures that have got embedded over the years and improve administrative
work.

8.125 Compensatory grants:

8.25.1 Granis in licu of abolition of GST

Table 86: Grants given to ULBs m heu of abolition of LBT : (Rs. In Lakhs)
Sr. P e P Grants in lieu of abolition of -
No. Type of Corporation OctroVLBT Percentage
| 1 A+ Class (Bribhan Mumbai) _ 8390 48
| 2 | AClass (Pune, Nagpur) | 2439 _ 14
3 |B  Class  (PimpriChinchwad, 3101 18
Nisik and Thane)
4 | C Class (Navi Mumbas, Vasai 1750 10
. Virar, Aurangabad, KIDMC) .
| § | DClass 1790 10
', Total _ 17470 | 100




Chart 35: Granis Received by Municipal Carporations

Percentage Grants recieved by Municipal Corporations in
lieu of abolition of Octroi/LBT

@ A+ Class Municipal Corporanion

o A ClEsMunicipal Carpargdon

2 B Clazy fMunicipal Corporation
' € Clazs Municipa| Carporation

B D Class Munielpal Corpasation

The full details of the GST compensation releases in 201819 to each Mumicipal Corporation has
been already provided in para 8.7 4.

8.25.2 Sahayyak Anudan and Other Revenue Grants

Table 87: Average Sahayyak Anudan and Other Revenue Grants distributed for four yvears

(2014-15102017-18) : (Rs, InLakhs)
8r.No. ULB Type W&mﬂm Rovestug grants p Total
Municipal Corporation . )
|| DClass | S R 11 2109
Municipal Council -
' ; f
| | ACks 2128 | 8 —
Percentage 62
B Class | 960 4
: | Percentuge i. 28 s
| € Class 255 [ 3
. 258
Percentage 7
| Nagar Panchayats | a1 ' 2
E} 93
| Percentage 3

(Note: Above data is average of four years (2014-15 to 2017-18) of selected 6 municipal
corporations{ D Cluss) from each revenue division and 2 mumicipsl councils”/Nagur
panchavats from each revenue division

Heionit o s O DO abiriaditre Somte Flsaden Craneiimiog T et o[ felagparmriitim

190



Chart 36: Percentage share of total Sahayvak Anudan received by Municipal Councils

Share of Total Sahayyak Anudan received by various classes
of Municipal Councils
70
&3
&0
50
i}
10 7L
m — —
10 .
0 ——
# Cimsg MC B Claag MC € Claga MC MEgar Panchyis
8.26  Central Finance Commission grants
Table 8%: Central Finance Commission Grants given io ULBs: (Rs. In Lakhs)
. - Average 14" Finance Average Total lacome of
8. No. | ULB Type Commission Grants ULB
Muanicipal Corporation
| D Class 1 3442 21788
Percentage of their 16
Total Income
Municipal Council
A Class L3 7530
1 Percentage of their 15
Total Income
B Class OH08 3238
2 Percentage of their 21
Total Income _
C Class 234 2061
3 Percentage of their i
Total Income
MNagar 113
4 | Panchayats 1 838
Perceniage ol their
Total Income L3

(Note: Above duta is uversge of four years (2014-15 o 2017-18) of selected 6 Municipal
Corporations one from each revenue division and 2 Municipal Councils/Nagar panchayats from
each revenue division.
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Chart 38; Share of 14th Finance Commuission Grants in average total Income of ULB
(In percentags)

Percentzge wise shara of 14th Finance Commission
Grants In total Income of ULE

0

O Clasa Mun-clpll A Clega Municipal Blel-'lunq-l I'-ﬂml-'lunznl lagar Farrnagen
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L

8.27  Owerall analysis of revenuve income of ULBs

Table 9; ﬁvcm]lhnal}'ma nfthe Revenue Income ULBs: {Rs. InLakhs)
Nm. Consolidat | Other | Own Non w Amsistance|  Covi. Total
ed Own Tax Tax | Grant/ | Grants | revenne
Tax income | Income | (excluding -Hun_df Asxistance
1 | DClass 3662 1563 069 1042 10346 2109 21748
Municipal (17%%) (7%3) {14%) (5%} | (GST (10%)
Corporation Gira)
{(47%)
2 | AClass G20 141 037 187 2128 ] 4322
Maunicipal (@1%) (3%) (229%) (5% | [@9%%) | (0%)
Councils | .
3 | BClass s | B 4| 66 1015 4 1899
Mumicipal {22%) {3%%) {18%%) (4%5) (53%) (0%a)
Councils _ _ |
4 | CCluss e | M 7 | IS 255 3 | 498
Municipal {22%) (9% {14%%) {3%%) (51%) {1%2)
Councils _
§ | Nagar 97 | 14 02 | 6 9 2 | 3
| Panchayatn | (31%%) { (5%) | {33%) | (2%) | [29%) [0%)

{Nuu: Above duia 15 avernge of four years (2014-15 to 2017-18) of w:lccmﬂ 6 Mumr:tpul
Corporations from each revenue division and 2 Municipal Councils/Nagar panchayats from esach

revenue division),
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Chart 39: Analysis of Revenue of D Class Municipal Corparation.

Percentage wise Contribution of Revenue Income of D Class
Municipal Corporation

® Average Consolidated Property Tax income

o Ayarage Other Own Tas Income

8 Average Own Non Tax Income {excluding
Interest]

® Averoge Assigned Tax Income

® Averdge Assistance Gramt

® Average Govi. Grants except Assistance
Grant

In D Class Municipal Corporations, support is in the form of GST Compensation instead of
Assistance Grants,

Remark: Above chart indicates that, out of the total revenue meome of D class municipal
corporation maximum share is compensatory grants 47%, followed by consolidited property tax
Le. 17%. Total government support is 62% (compensatory granis= other revenue grants
+assigned taxes)

Chart 40: Analysis of Contribution of Revenue of Class A Municipal Council

Parcentage wise Contribution of Revenue Income of A Class
Municipal Councils

® Average Consolicated Property Tax
income

* Average Other Dwn Tax Income

= Avernge Own Mov Tax Ingame [excluding
Interest]

B Averoga Aszigred Tax Income

B Average dssintence Grent

® Average Govt. Grants excegt Assistance
Gran

L

Remark: Above chirt indicates that, out of the total revenue income of A class municipal
councils' maximum share 18 of assistance grant (49%,) own non tax meome s 22% and
consolidated property tax is 21%. Also it shows that, Contribution of non-tax revenue is more
than consolidated property tux.
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Chart 41, Analysis of Revenue of Class B Municipal Couneil

Percentage wise Contribution of Revenue Income of B Class
Municipal Councils

= Aversge Consolidated Proparty Tak income
Average Other Own Tax Income

Average QOwn Non Tax Income (excluding
imteredt)

B Average Assigned Tax Inceme
B Average Assistance Grint

W AveErage Govl Granis sxcept Assistance
Grant

#9a

Remark: Above chart indicates that, out of the total revenue income of B class municipal counoils’
maximum share is of assistance grant i.e. 53%, consolidated property tax i.e. 22% and own non
lax income is 18%

Chart42: Analysis of Revenue of Class C Municipal Council

Percentage wise Contribution of Revenue Income of C Class
Municipal Councils

® Average Consolidated Property Tax income
® Average Other Own Tax income

@ Avuraze Own Non Tax Income [excluding
Interest)

B Average Adsigned Tax Incorms

8 Ayerage Assistance Grant/ Grant in lew of
LBT/GST

® Average Govt. Grants except Asshitance
Grant

Remark: Above chart indicates thal, out of the total revenue income o C ¢lass municipal council
maximun share 15 of govermment grant i.e. 52% (51% of assistance grant + 1% of other revenue
grants), consolidated property tux i.e. 22% and own non lax incorive i.e, 14%,

Maplobir oL e EOOW Dl abibridiioe Sute Flitsdbon nanrriiimiog T et ol Il agiagmrtitim

194



8.28 Capitalincome of ULBs

8.28.1 Capital Grants received by ULBs

Table 90; Average Capital Grants of ULBs: (Rs. In Lakhs)
" SnNo. [ULBType Average total Capital Grants |
| I D Class Munieipal Corporation 1224 I
2 A Class Municipal Councils | 2373 '
3 | BClass Municipal Councils | 839 !
4 C Class Municipal Councils 805
5 Nagar Panchayats 413

(Note: Above data is the average of four years (2014-15 to 2017-18) of selected 6 municipal
corporations from each revenue division and 2 municipal councils'/Nagar panchayats from each
revenue division,

8.29  Average Revenue expenditure of ULBs

Table 91: Average Revenue Expenditure of ULBs: (Rs. In Lakhs)
Sl i VA g Figue | S 0| me | omer Mot
No) ULB Type = Suapply| 20 | rage | Build- | Services| services| revonue
| : 0O&M diture
D Class - | '
e 7444 | 1400 | 1529 806 | 16| 2013 36| 6866 | nps
2 Eil;;:mm?n (37%) | (M) [ (%) | (%) | (%) | (10%)| (0%) | (4%) 20212
TS L l. e 4
; ;ﬂfff (| 1941| 366| 48| 18 | 54 92| 4| 82| g
‘ CﬂU_nEi_i'u (35%) | (10%) | (4%) | (3%) | @%) | rm;l_ %) | @3%)
: E{E:?ffpm 738|130 l{ﬁ ol sl w3 e e
Conclls | 52%) | O] o | G%) | 0% ()| ©%)| (19%)
- I 1
sl | amal sa| ;| a| of 7l 0] 58| Lo
Councils | (62%) | (129%) | (%) | (5%) | (0%) | (2%)| (0%) | (12%)
6 Nagar 70 71 22 19 g 54 0 30 274
Panchayats) (25%) | (26%) | (8%) | (7%) | (3%0) | (20%) (0%) | (11%)

(Note: Above data i1s the average of four years (2014-15 to 2017-18) of selected 6 municipal
corporations from each revenue division and 2 municipal councils'/Nagar panchayats from each

revenue division, For Nagur Panchayat it is two year's average fgures)
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Chart 43: Revenue Expenditure of D Class Municipal Corporation

Percentage wise Revenue Expenditure for D Class Municipal Corporations

@ Establishrment

B Water Supply O & M

o SWMOEM

o Strest Lights O & M

B SewermgeOEM

& Roads nBulldings O &M

H Fire Services O & M

B Dthrrsewimsﬂﬁm

Chart 44: Revenue Expenditure of Class A Municipal Couneil

Percentage wise Revenue Expenditure of A Class Municipal Council

W Average Establishment
B Average W.S (O & M and Electricity)
0 Average SWM

W Average Strest Lights (O & M and
Electricity)

Average Sewerage
Average Roads n Buildings

"
1}
W Average Fire Services
o

Average Other services

Remark: Above chart indicates that establishment costs for A class municipal councils is more
than 50%. The other observation is that A class municipal councils spends much higher of their
income on other than core services e, 23%.
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Chart 45: Pertentage wise Revenue Expenditure of Class B Municipal Couneil

Percentage wise Revenue Expenditure of B Class Municipal Council

@ Establishment

® Water Supply O & M
WSWMOEM

i Street Lights (O& M

B Sewerage Q&M

© Roads n Buildings 0 & M
H Fire Services G & M

B Othersenvices O &M

Remuark: Above chart indicates that establishment cosls tor B class municipal councils is more
than $0%.

Chart 46: Percentage wise Revenue Expenditure of Class C Municipal Council

Percentage wise Revenue Expenditure of C Class Municipal Council

& Average Establshment
2 Average W.5 (0 & M ond Elactricity)
o Aversge 5WM

Average Stract Lights (O & M and
Electricity]
B Aversge Sewarage

B Averags Roads n Bulldings
@ Average Fire Services

@ Averoge Other services

Remark: Aboye chart indicites that establishment costs for C class municipal councils is more
than 50%,
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Chart 47: Percentage wise Revenue of Nagar panchayats

Percentage wise Revenue Expenditure of Nagarpamchayats

B Average Estsblishment
i Average W.S (O & M and Elsctricity)

o Average SWM

Average Street Lights (0 & M and
Electricity)

B Aversge Sewsrage
M Aversge Roads n Buildings
W Aversge Fire Services

Remark: Nugarpanchayals ure still in transition. The requisite staff has not yet joined and hence
the key posts are vacanl. They are manuging with the limited staff who were working with them
when they were Granpanchayats,

8.30  Overall analysis of the aggregate financial position of ULBs

Table 92: Avmge IncamEupenditum ofULBs: I’Rs InI.akhs}
No. | of | Res M m’ﬂﬂ
| 9) '
D Class _
L | Mumicipal 21788 QR06 31594 480 20219 12274 | 32452
Corporation
A Classy
2 Municipal 4322 32060 7530 109 3543 3595 T137
Couneils
B Clasgs
3| Municipal 1899 1339 3238 T4 1435 1217 2652
Couneils
C Class
4 | Municipal 498 980 1478 27 453 Gl0 868
Councils
Nugar ) s
5 | Panchayats 313 526 839 i3 274 aT7 462

(Note: Above datais the average of four years (2014-135 1o 2017-18) of selected 6 municipal
corporationg [rom ench revenue divigion and 2 municipal councils/Nagar Panchuyats [rom each
revenuedivision, For Nagar Panchayat i1 18 two vear's average figures)
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