PART - 11

(URBAN LOCAL BODIES)



CHAPTER X

URBAN LOCAL GOVERNMENT - PROCESS OF EVOLUTION IN
HARYANA |
URBANISATION PROCESS

10.1 While Haryana gives the impression of being a State with a strong rural bias, there has
been all the same a distinct trend tow_éi_rds urbanisation in the State since the beginning of the century,

as would be clear from the following o

TABLE 10.1 |
GROWTH OF URBAN POPULATION.

Census Number of Total Urban Perceﬁtage
Year Cities/ Population Population  of urban popu-
Towns (in lakhs) (in lakhs) lation to total

' ' o o population

1901 _ 54 ... - 4623 5.74 12,42

1911 36 4175 . 450 10.78
1921 30 42.56 o 4.81 11.30
1931 _ 41 - 4560 - 5.65: : 12.39
1941 45 5273 7.06° 13.39 .
1951 S 5674 9.69 . 17.08

1961 , _ .61 - 7591 13.08 ) 17.23

1971 65 0 100.36 1773 17.67
1981 - - 81 129.22 28.27 21.88

19¢1 94 164.63 40.54 24.62 .

It will be seen that the urban population in Haryana was around 12% to 17% till the.
. formation of the State in mid sixties, and coinciding with rapid economic development and the ushering

in.or the Green Revolution in the State, it has gone upto 24.62% in the year 1991. .
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102 The position in this regard can be more readily comprehended from the following

graph :-
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10.3 The p051txon regardmg the number of towns the decennial populatlon ¢ ‘owth as well

as the correspondmg urban populatxon can be seen from the table given below :

TABLE 10.2

DECENNIAL POPULATION GROWTH

Years  No.of Towns Total Decennial-  Urban Decennial
Population Growth(%) - Population Growth(%)
(in lakhs) - . (in lakhs)

1951 62 56.74 - 9.69 —

1961 61 7591 -+ . 33.79 13.08 34.98

1971 . 65 10036 - 3221 1773 35.55

1981 81 129.22 28.76 28.27 56.45

1991 04 16463 2740 4054 - 4340

It will be seen that in the 30 years period (1961-1991) while the total population has a

little more than doubled, the urban population has gone up by three times. The maximum growth of
urban population was in the period of 1971-1981 when the growth of the urban population over the 10

years was 59.45% against the over all growth of population of only 28.76%. The trend has continued
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during the period 1981-1991 when in absolute terms the population increased by about 12 lakhs
against 11 lakhs during the period 1971-81. The urban population is expected to be of the order of
52.36 lakhsin 2001, 83.39 lakhs in 2011 and 119.59 lakhs i n 2021. The total population of the State in
the year 2001 is expected to be 207.64 lakhs and thus 28% of the State population will live in the
urban areas, This steep increase ermsaged in urbanisaticn in the coming years pointedly underscores
the need for systematic planning for proper urban growth in all its multlfanous aspects right from the

present stage.

104 At the time of 1991 census, there were 16 districts in the State, and since then another
district namely, Panchkula has been added. However, since the comparative picture is available only

with regard to 16 districts, the picture with regard to district Panchkula has not been separately indicated.

10.5 The decennial growth of urban population during the decade 1981-91 was the maximum
in Faridabad and the least in Mahendragarh as would be clear for the following Tabl :-
TABLE 10.3

. DECENNIAL GROWTH RATE OF URBAN POPULATION 1981-91
Decennial growth rate of urban

‘Rank - State/District Population 1981-91
1 | 2 o 3
Haryana 43.40:
1 - Faridabad - o : 74.64
2. Rewari _ . 60.40
3. Kaithal | - 48.59
4. Yamuna Nagar . _ 44.88
5. Kurukshetra 43.04
6. Ambala _ 41.22
7. Sonepat 40.68
8. Jind - 39.64
9, Panipat ' 37.18
10. Gurgaon - 36.85
I1. . Hisar ‘ 134,66
12, - Karnal - ' 33.77
3. Bhiwani 33.25
14, Sirsa | 32.08
15, Rohtak 31.72
16. Mahendergarh 27.99
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10.6 The level of urbanisation in the various districts can be more clearly visualised from

- the following diagram :
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10.7 It may be clarified at this initial stage itself that as per the definition adopted by the
Census C ommlssmn there were 94 towns in Haryana in the 1991 Census, with a populatlon of 40.54
lakh. While woer g out these figures the area conforming to the following standards have been treated

as Urban for Census purposes :-

1. All statutdry towns i.e. all places with a local authority like municipality, cantonment

board, notified area committee, etc;
2. All other places, which satisfy the following requirements;
(a) A minimum population of 5,000;

(b} Atleast 75% of the male working population being engaged in non-agricultural pursuits

and

(c)' A density of population of at least 400 persons per square kilometre. Towns are also

classified on the basis of their population size for the purpose of Census into the

following classes :
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g Class -~ o A Population range
I " 1,00,000 and above
1 50,000 to 99,999
m ' 20,000049.999
Ly : 10,000 t0 16,999
RS 5,000t0 9,999
SRRV, I PR '--‘upt04,99.9”*':

w0 AclassItownie. atown having a population of 1 lakh and above istermed as a city

in Cenisus, iftespective of the fact that the town has & corporation or a municipality:

10.8. - The number of Urban Local Bodies in Haryana aggregate to a total of 81 consisting of one
Municipal Corporation, 20 Municipal Councils and 60 Municipal Committes. =~
S50 L I this Census classification is adbp'te‘d,'the class-wise position of towns in Haryana

would be'as'under :-

Clhés - 'Pdpﬁ.lﬁtion R'zingé'- No. of 1991 — % t'o‘total

Municipal Population
Towns
I 1 lakh & above . 11 2135 5550
complex-+councils) .
I 5000060999990 107 edel o ttoagar o
S 200001050000 ¢ 18 o Cso7 U 13ds
NV&VI'  Lessthan20,000° 42 5060 TIRIs
e 81 3847 © 100,00

- =00+ Actually the number of Municipal towns in Haryana in 1991 was 80 and Municipal
Committee of Rania with a population of 23,334 persons was formed in the yeér 1993-94, Thus for
analytical purposes the number of Municipal towns in Haryana have been taken to be 81 which includes

one Municipal Corporation. The number of Municipal towns at present is 82 as one more Municipal
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. Committee of Pinjore has been formed during.1995-96, but the data with regard to this lates;ﬁ'addition
is not being included in this rép_o'rt fo_;_,want' of reliable factual information. o

i

AN

EVOLUTION OF LOCAL GOVERNMENT

T P
10.9 Punjab, from which the State of Haryana was carved out in 1966, has a long t_raditidn
of urban civilisation going back to the hoary past. The beginning of Local Self Government during the
British Rule can be traced to the institution of committees (not Municipal Committee ) constituted to
.cérlry out ]ocallmprovements under fhe éi;péxfyision Qf‘tﬁé _Divisicinal Cd:ﬁiﬁiésigi}érs. It was in 1862
that the Municipal Committees with enlarged powers were established at district headquarters. The
1884 Act made provision for people’s representation in the Municipal Committees and the number of
non official and elected members.was also increased. The Punjab Municipal Act of 1911, was further
amended in 1929, envisaging the extension of the elected‘element‘;ana introduced the election of non
official President and Vice-President. The first Municipal Committee of Gohana in Haryana State was
established in the.year 1885. In the post;i_r_xdependeﬁce period, the Punjab Government passed the East
"Punjab Local Authorities ( Restriction of Functions ) Act, 1947 which empowered the State Government
to assume functions of a local authority, if it was not capable of discharging the functions F?.‘.‘_]‘X?}?Skig_“?q

toit.

OVERALL HARYANA SCENARIO
10.10 A comprehensive Act called “ The Haryana Municipal Act, 1973 * was enacted in
197310 regulate,;'th‘e_ composition, functions, taxation and allied matters of urban local bodies in Haryana.

Besides, a large number of Rules and Bye-laws were framed on various subjects like municipal

accounts, delimitation of wards, management of municipal properties and construction of buildings to.

facilitate the working of the Municipal Commitiees. At the time of re-organisation of the State on

1.11.1966, there were 56 municipal bodies. Its number is 81 at present with one Municipal Corporation,

20 Municipal Councils and 60 Municipal Comsnittees. Earliér the Municipal Bodies were categorised
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as A, B & C type of Municipalities. As earlier stated, the present Act Classifies the Municipalities in

three classes as specified below:-

(1) . *Municipal Committee “ for a transitional area with populétion not__éxceeding fifty
thousand; ' ' '
(ii) * Municipal Council  for a smaller urban area wnth populatlon exceeding fifty thousand

but not exceedmg five lakhs; and

(1i1) “ Municipal Corporation “ for a larger urban a}ea with population exceeding five

 lakhs, to be governed by a separate Act. {Only Faridabad)

10.11 All the urban areas as per census criteria have not been covered under Municipalisation

and a rural area like Rania has been declared municipal area. The fdc_:to_r$ lakep__irifo account 'for

determination of a municipal area are population of the aréa, the density of population therein, the
revenue generated for local admlnistration, the percentage of employment in non agricultural activities,
the economic importance or such other factors as the State may deem fit. As already indicated, the

total population so covered as per 1991 census is 38.47 lakh with'bféak"up as follows :-

ULB'’s No. Population(in lakhs) Yoage

) Faridabad Complex 1 - 618 1606

ii) Municipal Councils _' 20 2216 - 57.60
(above 50,000 Populations) _

iii) Municipal Committees 60 1013 7 2634

(below 50,000 Population) ‘ R o

TOTAL 81 38.47 100.00
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1042 -4 . In orders to have a clearer picture, the number of municipalities, populationwise within

the broader categorisation of Municipal Councils and Municipal Committees is given below :-

' I_) MUNICIPA_LCOUNCHJS
SNo. Population Ranges No.
Lo 50,000 less than 1,00,000 10
5 100000%essthan1,50,000 6
3. 150,000 less than 2,00,000 T
4 T T 500,000 and sbove Loy
TOTAL =~ & 7200
I MUNICIPAL COMMITTEES
SNo. . .. Popﬁlatioan,l_ges: o o Ne. e
Lo =0 lessthan5,000. ... . . o 1o
20 oo e 3000t0 less than 10,000 oo 1300
3. 10,000 t_gj-lgsskthan 20,000 . . . .. 28
4, 20,000 to less than 30,000 11
5 30,000tolessthan 40,000 6
6. '40,000t61es§'t'}_1an'50,000"' R
R TOTAL . - 60

Only one Municipal Committee is having a population of less that 5,000, By far the

largest number of Municipal Committees (41) are in the range of 5,000. to 20,000.

FUNCTIONS

10.13 The reasons for a clearly visible trend of shift of population from rural to urban areas,
particularly in the last 2-3 decades are not for to seek. About 1/3 of the State falls in the National

Capital Region (NCR) around Delhi and this area is experiencing a particularly high rate of urbanisation.

The recent judicial pronouncements for shifting certain categories of industries from Delhi, though not
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always palatable for the recipient areas, have given it a further momentum. The increased agricultural
prosperity in the rural areas has created a thirst for better educational and health facilities and better

housing and other environmental facilities. ‘This accelerating pace of urbani_satio_n expected in the

© coming years is necessitating provrsronmg of addmonai civic amenities and services bv the local

bodies and much greater responsabxiﬁy is being thrust on the sheulders of’ the local bodies. The 74th
Amendment confers constitutional status on these urban local authorities and in conformity with this
constitutional amendment, the State Government has enacted the Haryana Municipal (Amendment
Act) 1994, The amended Act provides for three categsnes of mummpahtres based on population, a
mix of elected and nominated members, adequate reservation for Scheduled Cast es and Backward
Classes and Women for their wider and more effective participation. The Amended Act also specifies
the areas of responsibility of the Municipalities and their power to raise revenue through obligatory
as well as discretionary takatien me-ivdrne Provisien has been rrzede for de]egation of a large number
of ﬁmcnons and powers by the State (Jovemment including those mentioned in the Twelfth Schedule
of the COnStltutIOH These local bodies are reqmred to discharge the folIowmﬂ leI’lC‘UOI‘lS as provided
in section 66A of the Haryana Municipal Act, 1973 :- ' |

a) the preparation of plars for econormc development and’ social Justlre

b) . the performance of ﬁ;.m:tions and implementation of schemes in respect of the following

matters, namely;
(i) urban planning including town planning;
(11) regulation of land use and construction of buildings;

(i) planning for economic and social development;

(iv) water supply for domestic, industrial and commercial purpose; ..
(v} - public health, sanitation, conservancy and solid waste management;
(vi) fire service'S'

(vii) urban forestry, protec t ion oi the environment :Hld promotlon of ecoleglcal aspects

(vil)  safeguarding the interests of weaker sections of society, 1nc1ud1n0 the handicapped and

mentally retarded;

(ix) slum improvement and upgradation;

935



(x} urban poverty alleviation;
(xi} provision of urban amenities and facililties such as parks, garden, playgrounds; -
(xii) 'promoﬁon of eultural education and aesthetic aspects,
(xiii) burlal grounds cremamons crematlon grounds and electric crematoriums;
(xiv)  cattle ponds, prevention of cruelty to ammals | |
(xv)  vital statistics including registration of births and deaths; and .. T
| (xvi) public amenities including street lighting, perking lots, bus stops and public

conveniences.

10. 14 .' The State Government has ovemdmg powers 1o take over any of the funetaons relating
to maintenance or construction of water works sewerage works or roads fora per.lod not exceedmg
ten years, in case the Government is satisfied that the Commlttee has neglected to perform its dutles
Under such powers prov:ded under Section 67 of the I—[aryana Munlcxpai Act 1973 the mamtenance
and provision of water supply and sewerage was taken over by the State Government from the ULBs
and handed over to State Public. Health Department except in case of Faridabad Municipa: Corporation.
The f‘unctioning of the Municipal Councils and Committees is regulated under the Haryana Municipal
Act, 1975 whereas the Municipal Corporation Faridabad is being governed by a separate Haryana
Municipal Corporation Act, 1994. Accordingly, the functions and duties of the Faridabad Municipal
Corporation have been separately dezlt with separately.

TAXATION POWER OF ULBs

10.15. The ULBs are empowered to impose both obligatory as well as discretionary taxes.
The obligatory functions, as the name suggests, are those which the ULBs shall impose and it is
obligatory on the part of the ULBs to impose these taxes as classified in section 69 of the Municipal
Act, 1973. The dxscreﬁonary taxatlon measures are rec0mmendatory in nature and ULB': may Impose -
these taxes it deemed fit and clrcum',tances SO permit to impose these taxes. These taxes are covered
under Section 70 of the Municipal Act, 1973. Section' 71 of this Act gives over riding powers over
section 69 and 70 and it authorises a ULB to levy any tax, toll or fee which the State legislature can

levy. The obligatory taxes take precedence over the discretionary taxes and a brief description of :
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- these taxes is given below:-

(A) OBLIGATORY TAXES

10.16 (a) A tax payable by the owner on buildings and lands which shall not be less than
seven and a half per centum and raore than fifteen per certum as the State Government may, by

notification, direct, of the annual velue of such buildings and lands;

(b} octroi, or in lieu thereof such other tax, at such rates as the State Government

may, by notification in each case direct;

(c) a duty on the transfer of immovable properties situated within the limits of the
municipality in addition to the duty imposed under the Indian Stamp Act, 1899, as in force for the time
being in the State of Haryana, on every instrument of the description specified below and at such rate,
as the State Government may, by notification, direct, which shall not be less than one per centum and

more than three per centum on the arount specified below against instruments :-

(1) sale of immovable property the amount or value of the consideration for the sale as set
“forth in the instrument:
(ii) exchange of immovable property the value of the property of the greater value as set

forth in these instruments.

(1) gift of immovable property the value of the property as set forth in the instrument.

(iv) mortgage with possession the amount secured by the mortgage as set forth in the
instrument.
(v) lease in perpetuity of the amount equal to one-sixth immovable praperty of the whole

amount or value of the rent which would be pzid or delivered in respect of the first fifty

years of the lease, as set forth in the instrument.

’

~The said duty shall be collected by the Registrar or Sub-Registrar in the shape of
non-judicial stamp paper at the time of registration of the document and intimation thereof shall be sent
‘to the committee immediately. The amount of the duty so collected shall be paid to the commuttee

concerned, , i
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(B) DISCRETIONARY TAXES

The ULBs may impase in whole or any part of the Municipalities any of the following

taxes, tolls and fees namely:-

)
(i1)

(iii)

(iv)
)
(vi)

(vii)
(viii)

(ix)
(x)
(xi)
(xii)
(xiii)

(xiv)

(xv)

a tax on professions, trades, callings, and employments;

a tax on vehicles, othef thah motof vehicles, plying for hire or kept ;\a}ithin the
municipality; | | o ' | .
a tax on animals used for riding, draught or burden, kept for use within the municipality,

whether they are actually kept within or outside the municipality; -
a tax on dogs kept within the municipality;
a show tax;

a toll on vehicles, other than motor vehicles, or any other conveyances entering the

municipality; (Vide Haryana Act No. 10 of 1591)
a tax ‘on boats moved within the municipality;

a tax on the consumption of electricity at the rate of not more than five paise for every

unit of electicity consumed by any person within the limits of the mﬁnicipality;
a fee with regard to ;piiign'mage-s; |

afee with regard to drainage;

a fee with regard to lighting;

a fee with regard to scavenging;

a fee for cleansing of latrines and privies;

a fee in the nature of costs for providing internal services under the scheme framed

- under section 203;

with the previous sanction of the State Government, any other tax, tall or fee which the

Legislature has power to impose in the State under the Constitution of India.
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In practice, the ULB’s are only imposing obligatory taxes and out of discretionary

taxes, dog tax, show tax, etc. are also being generally imposed by the ULB’s.

ADMINISTRATIVE STRUCTURE

10.17 We may now give a broad idea of the administrative structure on the Municipal side.
At the Government level the Municipal Administration is headed by a Minister incharge of Local Self
Government who is assisted by a senior level LAS. officer. At thé; dé’pai'tmental level it is also
headed by a semorI AS. Ofﬁcer as a Director. Down below a: district level, the Deputy Commissioner.
assisted by a Local Fund Asmstam oversees the functioning of Mumc1pal Administration. At the
Municipality level, the administration is headed by Presidznt of the‘ Municipa].ity assisted by an

Executive Officer in case of 2 Council and by & Secretary in the case of a Committee.

10.18 Under the Haryana Municipal Act, a large number of powers are vested in the State
Government. To quote a few, the authority for the very constitution of Committee, deciding its
jurisdiction, nomination of councillors, removal of Presideht/]\dembefs, constitution of Municipal
Services etc. vest in the State Government. The Directorate of Local Bodies started functioning
effectively only in the year, 1982. The Director who is a senior TAS Officer is.assited in his wofk by
two Deputy Directors, a Fire Officer, an Acounts Officer and staff cbnsisﬁng of about 128 class IL, III

~and IV .Officials,

10.19 Sectlon 3 8 of the Act r-*mpowers the State Government to constltute mumc:p a‘ services
including those of Executive Officers, Mumclpal Engmeers E-Iealth Ofﬁcers and Sc*cretanes at State
level and one or more other mumclpdl semce= at the district levei n connectlon w1th the aﬂ'alrs of
the mummpahhes recruitment to whi c,h may be made by either the State Government or the Director

Loca} BOdlCS or the Deputy Commlsmoner as prowded in the ruIes
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1020 In terms of Haryana Municipal Services (Integration, Recruitment and Condition of

Service Rules, 1982), the following catagories of posts fall under the State level municipal services :-

Sr No. . Name of Service Appointting Authority

1.  Executive Officers - Government

2 Secretanes o | . do - |

3 | Medical Officers of Health ~do-

4. _ “ Mumclpal Eng::neers | | - do -

5 Junior Enéiﬁeers o ) N 'Dlrector Local Bodles |

6 Superinfendents - do - |
(office) o -

7. Superintendents o _ -do-
(Tax & Octroi)

8 - Accountants S . -do-

9 - Chief Sanitary Inspectors . . ~do-
10. . Fire Station_‘ Officer - - - _-do-.

The approximate number of posts of these categories 15 350.

10.21 Besides, there are 63 zategories of Haryana Municipal district le'vial' services, where
the appointing authorlty is the Deputy Commissioner. Broadly, these categor:es include medlcal staff
like Asmstant Surgeons, Vaxdyas Lacly Health Visnors Dlspensers Vacmators Inspectors Foremen

Clerks Tax Collectors Supemsors ]’eons and other c]ass IV employees and sweq,pers The number
of posts whxch fall mn thlS category i.e dist rlct ievel services is around 14,000 wh ichis mcluswe of
over 7700 sweepers 1395 posts of [nspectors Statlon Flre Ofﬁcers Leadmg Flremen A351stant
Superintendent, Assistant Accountavt etc; 2127 clerks 1938 peons ‘and 486 mates;’colhes/mahs

Traditionally, the staff in a Municipality is grouped on functional basis with the numerical strength

depending on work load.

10.22 Broadly, the functions of the municipalities are being categorised under tax collection,
octroi collection, fire management, engineering development works, sanitation, rent collection of
municipal property, arrangement for street lighting and gardening and general supervisory roles
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concerning administration and accounts. The Fa.ridabadMunicipal Corporation has a separate entity,
its working is governed and regulated under a separate Act, and the administrative structure and

emplovees statistics enumerated above relate to Councils and Committees.
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CHAPTER XI

NORMS AND STANDARDS OF EXPENDITURE FOR PUBLIC -
HEALTH SERVICES - FINANCIAL REQUIREMENTS

11.1 As already indicated, the urban population in Haryana has increased from 28.27 lakhs
in 1981 to 40.54 lakhs in 1991 and by the year 2001, it is expected to reach
52.50 lakhs. Thisis likely to cause heavy strain on urban infrastructure and on services. The municipal
bodies are already under severe strain and have not been able to maintain a satisfactory level of
infrastructure development and civic services and have been depending on the state Government even
for meeting the operational costs and the maintenance of their essential services, VVith the 74th
Constitutional amendment, the ULBs are expected to assume higher responsibilities, s0ast 0 effectively

function as the third-tier of Government.

The following functions can weil be regarded as the core functions of thee urban local .

bodies:-
1) Water supply
i) Sanitation/sewerage
i) Solid waste collectiory and disposal
iv) Primary Education

V) Primary Health

11.2 As far as Haryana is concerned, the responsibility for Primary Education andi Health
has been taken over largely by the Srate Government, Presently, the water supply and sevverage
schemes are also being looked after by the Putlic Health Engineering Department (PHED) aid the

ULBs are essentially concerned with ocal sanitation and disposal of solid waste and garbage.

11.3 For working out the cost requirements of the local bodies in respect of these core
services, certain physical norms in the nature of guidelines have to be taken into account and, over the

years, a number of expert committees have gone into this question. This is, no doubt, a difficult task as
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norms and standards are dependent on a number of factors stich.as the fiscal capacities of the ULBs,
topography of the urban area concerned, existing infrasturcuire, the size of thg,populafion and other
economic and non-economic factors which vary from one region to another éve_n within the State. The
Zakaria Committeé, which was one of the first such commuttee to go into this questicn, sqtnmittgd its

recommendations as far back as in 1963, This committes classified the cities in 6 categories.

 Class-AA being the metropolitan citigs with a population of above 20 lakhs, Class-A towns with a

- population of 5 to 20 lakhs, Class-B towns with a population of 1 to 5 lakhs, Class-C towns, _w_ith_a

population of 50,000 to 1 lakh, Class-D tewns with a population of 20,600 to 50,000 and Class-E
towns comprising of cities with a population of 5000 to 20;000. In our case, we divide the urban ngal
bodies only in 3 categories: (i) municipal Committees with a population not exceeding 50,000 (i)
municipal councils with.a population exceeding 50,000 and not exceeding 5 lakhs and (iii) municipal

corporations with a population of above 5 lakhs.-

114 The Zakaria Committee also leid down physical norms for services éuc_h as water
supply and sewerage. In respect of water supply, it suggested a provxsron of 45 LPCD for. small areas,
67.5 - 112.5 LPCD for medium areas, 157.5 to 200.00 LPCD for large areas and 270 LPCD for
metropolitan areas. In respect of sew_ﬂratge, it suggested Jow cost sanitation methods for small areas,
public sewers with partial coverage ly septic tanks and partial treatment of sewerage for medium
towns and full coverage by sewerage with proper treatment facilities for large urban and other
metropolitan cities. The Committee also suggested norms of e:#pendz'ture for capital costs and for
operation and maintenance, which, of course, are subject to wide \'ariation depending u-p'on locational
and other factors. These questions have also been gone into by the National Institute of Urb:aﬁ Affairs
(NIUA), Ministry of Urban Developtent, the Planning Commiission, and various other e'xpert groups

-

which have been making their recommendations from time to time.

11.5 Against this backgrour.;d, we mayiccmsid er the question of prdvidiﬁg funds for the core

services for the urban local bodies irh Haryana. Under this hea;d, it is prdposed to -E:or_ll_éide:_r';' _" '
(A) Services managed by-tl’ne PEED i.e. water supply, sewerage and storm water. drainage;
(B) SOlld waste dlsposal :

(C)g ~ Municipal roads and other w0r1< s:

The posmon in this regard is given it the succeeding paragraphs.
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WATER SUPPLY, SEWERAGE AND STORM WATER DRAINAGE

1 6 As already indicated, for a variety of reasons, both technical and :ﬁna;ncial, the
résponsiﬁility with regard to some of these core services has been entrusted to the Public Health
' Engi'nee'ring Dépértmeht for all the 80 municipal towns, except Faridabad Municipal Corporation and
it is assumed that this arrange'r.nént would continue in the foreseeable future. The PHIZD have now
drawn out a plan with a design peried of 30 years till the year 2024 by examining the actual financial
‘requirement of each of the municipal towns against the broad perspective -as deduced from the
H'fe‘ct)mn"zendétions of the various éxpért committee reports. The Commission proposes to formulate its
: recommendations on the basis of the details so provided by the PHED.
117~ By way of background information, it may be stated that at the time of formation ofthe
Haryana State as on Ist November, 1966, skeleton water supply was available in cnly 37-towns and
sewerage system in 16 towns. The total investment, which was only Rs.3 crores in 1966 has gone
upto Rs.108 crores as on'31st March 1995. All the 80 municipal areas now stand covered by water
"s:uhpp]y‘though the "ge'nér'al level of satisfaction varies from 60 to 65%. The intention is that the per
Eapitd water availability for the various towns should be of the order of 115 to 180 litres per head per

day for taking care of their domestic and commercial requirements.

" The present day availabilify of drinking water (LPCL)) in various towns is given below -

TOWNS CLASSIFIED AS P ER AVAILA BII I'I'Y OF WATER SUPPLY (LPCD)

LPCD RANGES L E _ NO. OF TOWNS

(a) below 5QLPCD | , | _ ‘ 9
(by 50 t.o less than 70 LPCD ‘ .15. |
(¢)  70to less than 100 LPCD s 32
(d) 100tolessthan 130LPCD o 21
() 130andabovelPCD | 3

. Total 30
11.8 At the request of the Commission, the PHED p;oxd_ded_éiist of 36 cr.iti:cal towns where

the water supply is far from satisfactory. These are split up into 24 NCR towns and 12 non NCR
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towns and the water availability in these towns is as follows :-

() NCR TOWNS

~~Norms (LPCD)

(I) NON-NCR TOWNS (MINIMUM DESIRABLE 115 LPCD)

S.No. Name of the town Present water
? " allowance (LPCD) asper NCR  As per MOU
1. Gurgaon 36 315 150to0 200
2. Panipat 123 ‘315 ~-do- ‘
3. Rohtak 86 315 ~do- .
4. Bahadurgarh 86 315 100 to 130
5. Gohana 91 225 -do-
6. Palwal - 86 225 -do-
7. Samalkha 54 225 70to 100
8. Ganaur 45 225- 100to 130
9. Sohana 68 225 70-100
10. Nuh 82 225 -do-
I1. Haily Mandi 41 225 -do-
S.No. Name of the town Present water Norms (LPCD) .
allowance (LPCD) as per NCR  As per MOU
12. Firozpur Jhirka 68 225 . -do-
13. Pataudi 32 225 -do-
4. Taoru 64 225 -do-
15. Farukh Nagar 45 225 ~do-
16. Hodel 91 225 - 100t 150
17. Jhajjar 77 225 ~ -do-
18.  Beri 41 225 70 to 100
19.. . Meham 73 225 “-do-
20. Kalanaur 64 225 -do-

21, ~ ‘Sonepat 150 315 150 to 200
22, * Hassanpur 114 225 70 to 100
23. . . Hathin S6 225 -do-

24, Rewari G5 225 100 t0 150

Sr. No.. Name of the tbwn

Present water allowance

(LFCD)
1. Kalka &4
2. Sadhaura 39
3. . 1 Loharu - 41
4. Kanina, 44
5, " Punahana 36
6. . - Kharkhoda - - 45
7. Asandh 45
8. Julana 45
9. Siwant 36
10. Narnaund 41
11. Ellenabad 45
12. Rania 41
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11.9 The Government of India have recently started a programme under the name of
“Accelerated Urban Water Supply Programme” where it is going to share 50% of the cost of the
projects cleared by it for towns with 2 populatlon of less than 20,000. ‘The balance SO% will have to
be made available by the State Government from its Plan allocations. This pro gramme has been
started during 1994-95 and four projects have been cleared by Government of India for Namaund

(District Hisar), Kanina (District Monindergarh), Sohna and Pataudi (District Gur;g;aon).

11.10 The position of estimated funds provided by the Government of India and the State

Government in the last two years is as follows:

'TABLE 11.1
ACCELERATED URBAN WATER SUPPLY PROGRAMME

(Rs. in Lakhs)

Sr. Nameof  Present Estimated GOIs Assistance State Plan
No. town Water cost 1994-95 1995-96 Allocation

“ allowance . N 94-95 95.96 96-97
t2 3 4 5 7 6 7 & 9
1. Sohana - 68 77.50 9.20 2945 920 9.20. 2G.25
2. Pata,udi= 32 62,50 6.35 - 2490 635 7.30 17.60
3. Namaund 41 93.00 950 | 36.90 9.60 1130 25:_.60
4 Kemina© 44 5100 - 520 2040 520 620 1420

Total = 284,00 3035 .. 11165 3035 34.00 77.65
The Government of India plans to taice up more towns for this purpose in firture also.

Schemes for augmentation of Water Supply in two towns - Assandh (Rs. 291 lakhs) and Beri

(Rs. 203.90 lakhs) have recently been sanctioned by the Government of India but funds are awaited.
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SEWERAGE SYSTEM

I1.11 Out of 80 municipalities, skeleton sewerage system is operative in 40 towns only, and
the waste water is being used for irrigating agricultural land cr is being discharged into natural drains.
. None of these towns have any sewerage treatment facility. The service level in various towns varies

from 15% to 85%.

- The detailed position regarding sewerage system in these 40 towns is indicated below:-

NAME OF TOWN AREA COVERED %

A) UPTO  30%

1. Ambala 30%
2. Nilokheri | 30%
3. Shahabad - 15%
4. Gohana - | ' 25%
5. Gharaunda 25%
6 Pehowa ' 15%
(B) 30% TO 50%

1. = AmbalaCantt. 40%
2. Jagadharn o 50%
3. Panipat 50%
4, Narwana 50%
5. Thanesar 50%
6. Kaithal o ' 50%
7. Palwal 4%

(C) ABOVE 50%

1. Kalka 5%
2. Naraingarh 75%
3. Yamunanagar : C O 67%
4, Bhiwani - 70%
S, Charkhi Dadri . 62%
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6 Narnaul : 55%-
7. Rewari 60%
8 Gurgaon | | 80%
9. Sohna 60%
10. Haily Mandi 80%
11, Nuh 70%
12. Hissar 60%
13. Hansi . 60%
14, Tohana - 75%
15. Uklana ' . 85%
16.  Fatehabad | . 80%
17. Sirsa : 70%
18. Dabwali ' 70%
19. Karnal 60%
20. Jind 80%
21, Ladwa 65%
22, Rohtak 60%
23. Bahadurgarh 60%
24, Jhajjar 65%
25, Meham 75%
26. Sonepat 70%
27 Safidon 60%
11.12 The problem of untreated sewage in six towns, namely, Yamuna Nagar, J agadhri, Kamnal,

Panipat, Sonepat, Faridabad and Gurgaon, is being tackled under the Yamuna Action Plan, under
which a project costing Rs. 133.00 crores has been undertaken with the assistance of Government of

India and the Japanese Government.
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STORM WATER DRAINAGE

11.13 The topography of the Haryana State is fairly flat and many of its towns have been
located in areas which are more like a saucer and for its proper drainage, extra efforts are required to
be made. This has become necessary with the disappearance of normal outlets like ponds, which have
been encroached upon with the pressure of population. Drainage in municipal areas is basically the

responsibility of the municipalities and no extra funds had been provided upte Seventh Plan. Even

~during the Eighth Plan period, only a sum of Rs.1.00 crore has been provided, out of which Rs.0.75

crore has been released upto 31.3.1995. 17 Schemes sanctioned at a cost 0f Rs.3.90 crores have been
funded through the Natural Calamity Relief Fund and the Schemes have been made functional by
1.7.1995. The PHED has estimated an investment of Rs.108.54 crores for providing this facility in all
the towns in the State and has proposed ¢hat major towns could be covered in the next few years.
Against this broad perspective, the PFIED have prepared twe schemes with a design period of 30
years for all its components for full coverage for the rising population till the year 2024 and these are |
: (1) one scheme for 22 towns involving water supply, sewerage, storm water draihage and solid
waste management involving a cost of Rs.501.11 crores which has been addressed to the Asian
Development Bank (ADB), (2) a similar scheme for the rest of the 58 towns involving additional cost
of Rs.536.13 crores covering the aforesaid four aspects.

The overall position is as follows:-

TABLE 11.2

ESTIMATED COST - WATER SUPPLY SEWERAGE / DRAINAGE

(Population in Lakhs )
(Amount in crores)
S.No. No. of Population Projecied Water Sewerage Storm Solid  Total No.
. Towns 1991 Population- Supply water ~ waste
Covered Census 2024 ‘ Drainage
1. 22 1585  30.25 265.55 13221 53.02 5033 50111
2. 58 1641 3173 278.67 15079  55.52 51.15 536.13

Total 80 32,26  61.98 544,22 283.00 108.54 = 101.48 1037.24
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11.14 It may be stated that almost 1/3rd of the State falls in the National Capital Region
(NCR) around Delhi where the recommended water allowance is between 225 to 315 litres per head
per day against 115 to 180 for the State as a whole and if this were to be attempted, it would require

an additional expenditure of Rs. 276.27 crores, which could be taken up at a later stage.

11.15 The Commission requested the PHED to give a breakup of the expenditure envisaged
in the 30 year perspective into at least 'three‘pelfiods of 10 years each i.e. for 2004, 2014, 2024.. The

Commission was informed that while designing water supply systems for the towns, certain facilities

like pump houses, pipe connections to several treatment units and distribution connections have to be
planned ab-initio for the entire 30 years design period as per guidelines of the Ministry of Urban

Development and as such bulk of the investment has to come necessarily in the initial 10 years period.

11.16 The split up of the total expenditure on water supply as suggested by the PHED,

periodwise is as follows

“TABLE : 11.3
COST OF WATER SUPPLY (10 year-wise break-up)
- (Population in lakhs)

(Cost Rs. in crores)

- S No.of 2004 Cost 2014 Cost 2024 Cost Total

No. Towns Population ~ Population Population

1. 22 2044 208.19 | 24.87 26.70 2825 30.65 265.55

2. 58 21.46 241.73 2872 16.76 31.76 20.18 278.67

3. 60 41.90 = 44992 . 54.59 4346 - 60.01 5084 54422
(81.5%) (9.00%) (9.5%) (100%)

110



11.17 ~ Theexpenditure incirred by the PHED during the five years 1992-93 to 1996-97 is as

follows:-
. TABLE 11.4
LEVEL OF EXFENDITURE (19%92-97)
(Rs. In lakhs)
Year +  Water Sewerage Storm Total
Supply ‘ Water
: drainage
1992-93 570.00 250.00 35.00 855.00
1993-94 - .623.00 ,2.10.()0 10.00. 843.00 -
1994-95 863.00 -400.00 110,00 1273.00
1995-96 970.00 380.00 £0.00. 1430.00
1996-97 = 930.00 . 410.00 35.00 1375.00. .
Total - 3956.00 - 16:50.00 170.00 . 5776.00.
Average Per Yr. 791.20 330.00 34.00 1155.20.
11.18 It was expected that matching funds would be raised by the respective Municipal

Committees either from their own resources or by borrowing from various financial institutions but it
seems that no worthwhile effort has been forthcoming in this direction. 'We have been informed by the

PHED that from the year 1971-72 to 1984-85, i.e. over a period of 14 years the LI loan drawn was
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only Rs.16.42 crores which comes tc a meagre Rs. 1.17 crores per annum as detailed below:-

TABLE 11.3

STITUTIONAL FUNDS (LIC)
(Rs. in lakhs)

e N e

Sr. No. Year Urban Water Supply Urban Sewerage Total
1. 1971-72 91.33 | 51.00 14233
2. 1972-73 - ' - .
3. 1973-74 71.40 64.20 135.60
1974-75 930 9.90 1920
1975-76 30,00 ©56.00 146.00
1976-77 138.00 " 90.00 228.00
1977-78 78.00 50.00 128,00
1978-79 9.00 33.00 ” 42.00
1979-80 43.00° 8200 12500
0. . 1980-81 11800 8000  198.00
. 1981-82 I -
12, 1982-83 201.7 32.00 233.75
13. ' 1983-84 66.50 C 72.50 © - 139.00
14. ' 1984-85 9050 1450 105.00 -
~ Total " 1006.78 63510 ' 1641.88
Average peryear 719 4536° - 11728
11.19 The question of level of investment to be attempted in the four year period

1.. 1997-2001 has to be considered in the light of this background. As already stated, PHED has
etivisaged an expenditure of Rs. 1037.24 crores over a 30 years design period upto the year 2024 and
feels that since the various components ofthe scheme have to be designed with the ultimate capacity in

view, the bulk of the expenditure is required to be provided in the first ten years.

11.20 While this is a perspective plan, the department is also in the process of formulating
the 9th Five Year Plan 1997-2002 and has had several discussions in Working Groups in the Planning
112
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Commission for this purpose. On a very realistic basis they are now assuming an expenditure of only
211 crores during the 9th Plan period. The amount thﬁs proposed to be provided is far less than what
is envisaged in the perspective plan but considering that the expenditure during the year 1995-96 and
1996-97 is of the order of about Rs. 14 crores, even this dovngraded level of expenditure would be
possible only if institutional finance is available. It is against this background that the creation of a
“State Water Supply and Sewerage Board” assumes utmost urgency and this issue has been discussed

in detail in a separate Chapter.



CHAPTER XII

FINANCES OF URBAN LOCAL BODIES AND
PROJECTIONS (1997-98 TO 2000-2001)-
12.1 - In this Chepter, it is proposed to indicate the financial position of the

municipal Councils/committees other than Faridabad municipal corporation in the state.

Their relative population is reproduced below :

"TABLE 12.1

A —————— T ——

MUNICIPAL POPULATION (1991)

T No. | Population % age to total
(takh persons)
(A) Municipal Councils
(above 50,000 20 22.16 68.63
population)
(B) Municipal Committees 60 10.13 31.37
Total (A+B) | 80 32.29 100.00
(C) Municipal Corporation
Faridabad 1 6.18
Total (A+B+C) , 81 38.47
122 Out of a total municipal population of 38.47 lakhs, the municipal population

of councils/committees is 32.26 lakhs. The population of 20 municipal councils is 22.16
lakhs or 68.63% of the total 32.29 lakhs and that of municipal committees is 10.13 lakhs

or 31.37% of the total municipal population other than municipal corporation Faridabad.

12.3 With a view 1o indicating the broad overall picture, it may be stated that the
main source of municipal revenue is income from its own sources which includes tax and
non-tax revenue. The other components of income are grants & contributions and loans

from State Government and other financial institutions.
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The pattern of growth of revenue of ULBs during the last four years is given below :-

 TABLE 12,2

OVERALL FINANCIAL POSITION

(Rs. in crores)

1992-93 199394

159453

995-06

S.No. Source _
(A) TAXREVENUE | 35.37 28.74 3003 | 40.88
- (.30.36) @) (41.06) (42.87)
(B) NON TAX IR R S
" REVENUE 2688 2545 | 2980 | 2014
b (3.28) (39.77) | (40.75) (30.56)
Total 52.25 54,19 5083~ | 7002 .
(A+B) (38.64) (84.69) (81.81) | (73.43) . .
(C) LOANS/GRANTS | 7.98 9.80 1330 | 2533
| (11.36) (1531) . (18.19) (2657).
Total 023 | 63.99 33 | 9535
(A+B+C) (100.00) - | (100.00) (100.00) | (100.00)
12.4 _ It will be seen that the tax revenue which folfmed 50.36 per cpqt of the total

income in the year 1992-93 has come down to 42.87 per cent in the year 1995-96 This
perceptible downward trend is on acccount of the fact that the income from property tax
and octroi, which are the main c:onstituent:s of the tax revenue, has‘rer_n__ainu;:c’i‘ more or less
- stagnant because oflarge scale exemptions and evasicns. In the case of octroi, the Sphedule
has not been revised in the last few decades although there have been several ;jeyi._si,ﬁ)_ps of
octroi schedules and rates in the adjoining States. On the other hand the non tax révenue
which formed 38.28 percent of the total revenue of the U.L.B's in the year 1992-93 increased
to 40.75 percent of the total income in th%; year 1994-95 and dipped to 30.56 percerit in
1995-96. The non-tax revenue includes inf;on1e fror sale of lands and buildings, sale of
sewage and night soil, recoveries on account of public v&orks, income from removal of
dead animals, income from road sicle trees, income from dak bunglows and sarais, fees and

fines etc.

12.5 The receipts or.fl account of loans/grants have been showing a steady increase
and there is a sharp increase during 1995-96. This Ioaln/grant component has increased

from 11.36% to 18.19% in 1994-95 and 26.57% in 1995-96.
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12.6- 7 - Before grlderta,_king a further analysis of these figures it is necessary to lmake
a few preliminary observations. Unlike the Sate Government for which we have audited
accounts for the various years on rhe basis of uniform classification and set accounting
procedures the figures given abo{ré aré on the basis of computation made by the Local
Bodles Department from the- data colle:.,ted by them which is not subjected to any igorous
Cross checkmg nor is the data a]ways on a c,omparablP basis. As for mstancr:, the water tax
(water charges) get reﬂected in tax recei pts relatlng to the mumclpal corporation Farldabad
as the water supply for the corporanon area is managed by them but in the case of municipal
councils and committées, all the receipts (since 1993) accrue to the Public Hedilth Department
who are managmg the water supply to these areas. Since the water supply and sewerage 1s
bewT looked after by the State Government Publrc Health Department ‘relevant funds are
provided to the them directly by the State Government and thrs is not reflected in the
budget of the U. L Bs. For me etlng a part of the exancllture mcurred by the State Pubhc
Health. Department, the sharg of excrse duty, for which the U.L.Bs are 2ntitled, 1s also
dlverted 10 the Public Heaith L lepartment and as such these are not reflected in the municpal
accounts. Similarly, 'the e]ectnclty cess which s also collected at the rate of one paisa per
unit on behalf of the U.L.Bs. is also adjusted directly by the state government towards the
"~ dués p'lyable by the municipal bodies in respect of the consumption of electricity for Street
hnhts and tubewells etc. and as such this is-also not reflected in the municipal accounts.
" Some of the grants spent in the rnumcrp;a.l area and meant for them are also spent directly by
" the cdncerned'departnients and are not. reflected in the receipt/ex:penditure figures:of the
| ULBs Moreover, the over-all income as well income under several heads differs widely for
these three major constituertts, namely, the municipal committees, municipal councils and
the Faridabad mﬁnicipal corporation and as such overall picutre for the 81 ULBs as awhole

at best indicate the broader overall picture.
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" TAX REVENUE

12.7. The overall position of municipal councils aﬁd' rn'u:nicip—al committees is as follows :-

. TABLER3
" DETAILS OF TAX REVENUE
| (Rs. in lakhs)
Years - B
M.Councils 1952037 | 1993-94 | .1994-95 7995-06
i) Octroi/Toll tax 1737 1535 1624 . 2028
(i) Housetax - 636 678 725 781
iiij‘ Water rates. 295 | 7 g 2
’iv)‘ Stemp duty .. o 0 0 324
" Total 2658 2220 2352 ¢ 3135
| | (75.43) " | (77.24) | (7832) | T (76:69)
M. COMMITTEES o o
i) Octroi/Toll tax ~ | 532 - 454 423 | 505
i) House tax 174 185 222 235
iii) Waterrates - | 163 15 6 -9
v} Stamp duty 0. 0 - 0 .14
. Total 869 654 651. 953
e | @9 | e | @3
M.COUNCILS & M.COMMITTEES | o
i) Octroi/Toll tax | 2269 1989 2047 23
ii) House Tax 810 363 cea7 0 1018 T
iii) Waterrates - ] 458 - 22 ¢ g 11
iv) Stamp duty 0 .0 0 438
Total 3537 2874 3003 4088
(100, 00) - £100. 00) - (100, 00) (100.00)
128 - It W1ll be seer. 1hat whert as the relatwe populatton of'the rnumc1pal councils

15 68. 63% thelr share in the total tax revenue is of the order of 75 to 78%. Ccrrespondmgly

‘aoamst 31 37% populatlon 01 the mumc1pal oommtttees thelr share of tax revenues has

been varymg between 22% to 25% o

129 Wh]le the trend of re celpts under house tax and octroi have been dealt w1th

in the _suec-eedmg paragraphh., a few remarks may be added regarding water rates and share
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in stamp duty. It will be seen that the total receipts under water rates fpr the year 1992-93
are placed at Rs. 4.58 crores, though the receipts shown for the subsequent years are very
nominal. This is on account of the fact that ‘the maintenance of water supply in all municipal

areas except Fartdabad has been tdken over by the State Public Health Department.

12.10 In respect of stamp duty ne recetpts have been indicatd in the years
1992-93, 1993-94. 1994-95 and the receipts for the entire period have been indicated at
"Rs 4.38 crores in the year 1995-96. Here it would also be appmpnate to make refel ence o

the various shared taxes and duties duri nng this pertod

12.11 Excise duty stamp duty and eiectrtcny duty come in the category of taxes
where a small percentage is shared with the municipal bodies. In the case of excnse duty it
- is passed on to the urban local bodies in the form of levy per bottle of liquor sold in the
Junsdxctxon of the local bod:es In the last couple of years the amounts due to the municipalities
| amounting to Rs 6 crores amnually was ad[usted agal nst dues payable to the Public Health
Department for maintenance of water supply and sewerage in the towns. Simitarly, Electricity
Duty payable at the rate of 1 paisa per unit of total electncfty consumed in the municipal
area is also by and large adjusted towards payment of electricity bills towards street lighting.
Stamp duty is the only shared tax which is passed on t the municipalities oh a regular basis.
This is levied at the rate of 3 per cent of the sale amount ‘of property and is collected on
‘behalf of the Commtttees at the time of 1eg|strat10n of sale of the mtm(wable property

situated wlthm the mumclpctl limits.

PROPERTY TAX (HOUSE I‘AX) \ | _
12.12 The position of propertv tax is Ieﬂected in table below -
'] ABLE 12.4
DETAILS OF. PROPERTY TAX OF THE U.L.Bs

R e et RN R ', L (RS mcrores)

Urban Local ‘ : Years Relative

Bodies = 11992:93 ' 1993-94 1994:95 - 1995-96 |population%
- Municipal Councils 636 678 .. 725 ... 18l| 68.63%
o N (78.52)  (78.56)  (76.56) . (76.87) ’
‘Municipal Committees] =~ 174 185 222 235 3137%

| (148) (21.44) -(23.44)" - (23.13)

~ Total | 810 863 947 1016 _

P T (100 00) '(i;oo.oo‘)”'(’1‘60.66)* ©(100.00) | 100.00%
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12.13 The above figures clearly indicate that the reccipts-from property tax have
remained more or less stagnant though the relative position of the municipal committees is
worse than the municipal councils. This is inspite of the fact that there is & perceptible

‘increase in urbanisation as well as in hoﬁse building activity. This cléarly indicates that
because of malpractices, leakages and exemptions tke income ﬁ'orﬁ-t'his source has not

shown any commensurate increase.

12.14 The fact that this source of tax revenue has not been tapped satisfactorily
would be evident if we take the huge arrears which are pending for realisation also into
account. Besides, the pfOperty tax is not.béing impesed uniformly and a few municipal
comniittees like Rania & Ellenabad have not imposed this tax at all. As per provisions of
the Municipal Act, this is an obligatory tax qhd municipalities are supposed to levy this tax.

Ina number of mumclpal ccmmittees the raze of tax is only 10 percent. In case of municipal
councils the rate is 12.5 percent in all cases e!ccept lagadhan where it was 10 percent.

‘Apart from the lack of uniformity obtaining between: different municipalities, the actual
process of assessment and r.e:'c‘:)very‘ of thié tax is hiéhly sdbjective. The prescribed prdcedu'res
are not followed and the Plf.cted murnicipal represerltatwes have a tendenr‘y to reduce
assessment of this tax without any cogent- reason as shown by a few studies made in this
renard This leads to d:scnmmatlon and consequent l.tlga’uon by the affected pCfSDﬂu In
 addition various-types of e.xe:mp’ucms are allowed from property tax which waorks out to

nearly 20%. Arrears of prozerty tax are outstandmg against most municipalities as shown

by the ﬁg,ures below :-

TABLE 12.5

| DETAILS OF PROPERTY (HOUSE) TAX DEMA NDED, COLLECTED AND
OUT STANDING DURING 1994-95 '

(Rs. in lakhs)

Municipalities “No.of | No.of | Property | Property [Property
Properties | Properties | - tax Tax Tax out
exempt |demanded | collected |standing
Municipal Councils 922¢44 184173 | 1526.06 801.80 724.26
Municipal Committees 183127 84699 437.62 242.06 195.56
" Total 1105771 268872 | 1963.68 1043.86 019.82
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12.15 The arrears of property tax are accumulating for the last so many years and
no serious efforts are being raade by the U.L.Bsto collect the huge arrears and simultanegusly
curtail the number of exemptions allowed arbitrarily. Out of the demand of Rs, 1963.68
lakhs for the year 1994-95; the property tax outstanding is Rs.919;82 lakhs. The Commission
‘has examined this issue in detail and has suggested a revised procedure for assessment,

which apart from making the process transparent, will also bring about an increase in the

income of the U.L.Bs.
- OCTROI - _ _ ’
12.16 The overall position regarding octroi realisation is as follows :-

" TABLE 12:6
DETAILS OF REVENUE FEOM OCTROI

(Rs. in crores)

Municipalities 1992-93  11993-94 |1994-95 | 1995-96 | Relative
- L - 3 : : N . { Population%
Municipal Councils .} - 17.37 15.35 16.24 2028 . 68.63

(76.35) | (77.11) | (7934) | (77.32)
Municipal Committees 532 4.54 423 | 595 3137
| | 23.45) | (22.83) |(20.66) | (22.68) -
Total 2260 | 10.89 | 20.47 2623 T
(100.00) |(100.00) [100.00) | (100.00)|  100.00

12.17 The position in respect of ctroi is quite alarming. Instead of showing an
upward trend, the income from this source went down in 1993-94 and 1994-95 overI the
_previous year 1. e. 1992-93, though it Ims gone up again in 1995-96. This downward 1rend
‘and fluctuation is mainly attributable to non-revision of the schedule of ociroi for more
than two- decades, apart from leakages during actual collections. A large number of
exemptions granted by the Government from time to time unilaterally without consultation

with the local bodies have further contributed to the deterioration in realisations.
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NON TAX REVENUES

1218 ‘The broad posnticm xegardlmr non-tax revenues is as follows

B N TABLE 127

" DETAILS OF NON-TAX REVENUE
o ' | (:Rs. in lakhs)

A C - Years
¢ ULBs . . . 1992-93 | 1993-94 1994-95 1995 96 . Relative
T populatwn (%)
- A. Municipal Councils = .~ .| _ , :
“Rent 89| 372 | 432 433
Tehbazari - . |. 55| $3[ 70 70
. SaleofLand .| 288 | 282 | 430 139
Misc. o34 | 976 | 118l 1492
Total (A) . 1866 1683 2113 2134 . . 68.63
B. Municipal Committees N
Rent 1 165 219 231 253
Tehbazari 1 26 40 3T 29
Sale of Land 46| 122 | 115 117
~ Misc. 481 481 490 381
Total (B) , 822 62 | 867 780, 3137
C Total Mumclpal Councﬂ:;’(:‘omnuttees) | : :
© Rent o 458 591 | 663 686
~ Tehbazari ; 81 93 101 S99
* Sale ofLand o a4l 404 | oo 545 | o 256
- Misc. ' 1715 1457 1671 1873 5
~ Total (C) ‘ 2688 2545 | 2980 2914 100.00
12,19 The above table irdicates that the nen-tax revenues have also remained

‘more or less stagnant. The sale of land is an uncertain factor which is mam]f responsible -
f'or fluctuations from year 1o year. The share of the municipal committ ees remains

comparatwely smaller asin 1he case oE tax rev Snues.

FUTURE PROJECTIONS (1996-97 TO 2000- 2001) |
12.20 The overall position of ece;pts (Councils and commlttes) on account of tax

and non-tax revenues is as follows -
- o : ' {Rs. in érbres)
1992-93 T 199394 - 1994-95 - 1985-96
62.25 5419 S - 59.83 - 70.02
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12.2 In the three years period 1992-93 to 1995-96, there is an increase of only
Rs. 7.77 crores over the base figure of Rs. 62.25 crores which works out to an increase of
12.48% or an annual increase of about 4%. In fact the income during 1993-94 had gone
down when compared to the previous year on account of [ess receipts on octroi and transfer
of water supply in'municipalities to the Public Health Department. Even if we assume the

lower figure of Rs. 54. 19 crores( 1992-83) as the base for the three years period, the mcrease '

of Rs. 15.83 crores attained over Rs. 70.02 cmres (1995 96) works out to 29.21%, or an
average of about 10%. Keeping this as well as our general assessment in view, we have
made the projections for the five years period (199€-87 to )000-2001) on the basis of 10%
annual increase, Though a part of year 1996-97 has aiready passed, in the absence of any
firm and authentic figures for this year, the method of projecting figures (even for 1996-97)
had to be adopted to work—but future projections and the figures so worked out are set out

in the table below - |

' TABLE 12. 8

INCOME PROJECTIONS FOR THE FIVE YEARS PERIOD
(1996-97-TO 2000-2001)

- (Rs. in lakhs)
YEARS . o
Source ofncome | 199697 | 199798 | 1998-99 | 1999-2000 |2000-2001
A. TAX REVENUE
() OctroifToll Tax | =~ 2885 | * 3173 [. 3490 3839 | 4222
(i) House Tax oz 1228 - 1350 1485 1633
(i) Water Rates  © |- 12| 13} 14 15| - 16
{iv) Stamp Duty 481 20 | 0 581 639 | - 702
A - Total 4495 4943 5435 5973 6573
B. NON-TAX | o ' s
(i) Rent b asa]l s 911| - 1002 1102
(i) Tehbazari =~ 108 - 118 1 - 120] - 141 155
(iii} Sale of Land 281 | 309 339 372 | 409
(v) Misc. 2060 2256 2492|2741 3015
B- Total 1203 3502 | 3871| . 4256 4681
Total - 7698 8455 9306 | 10234 11254
(Tax & Non-Tax) B o W
C. Grants, 613 674 | 741 815 897
Total (A+B+C) 8311 9136 | - 10047 11049 | . 12151
ADDITIONAL RESOURCES MOBILISATION BY ULBs | o
12.22 In table 12.8 above we have already assumed only normal increase under

actroi, house tax and other receipts heads. If the octroi schedule is revised as suggested, it
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is expected that the income frora this source will go up by about 75%. (Refer Chapter XV)
- An increase of 25% in resprct of house tax is also well within reach even under the existing
~ Ssystem. Some revision has already taken place in fines and fees and additional income of
.25% can:well be expected. The figures, of additional mobilisation in the year 1997-98 and

1996-97 have been worked out on this basis and for subsequent years an yearly increase of
'~ 10% over the previous year ii also taken into account. The additional resources mobilisation

by the ULBs themselves on account of these three measures would thus be as under -

(Rs. in crores)

‘Head 1996-97 1997-08 | “1998-99 | 1999-2000|2000-2001| Total
B R B ' R -~ la997-2001)
~1oQetrol 2885 |- - 21.64 23.70 - 26.07 | 28.68 -100.09
2. 'HOL!’SETax ' 11.17 279 307 | 3.38 3.72 1 - 12.96
3. Fee/Fines 14.00 | 3.50 3.83 - 424 | 4.66 16.25
Total ~  54.02 < 27.93 30.62 33.69 37.06- - 12930

T OTAL EXPENDITURE OF MUNICIPALITIES {COUN CILS/COMMITTEES)
12.23 ~ .- The Local Bodies D1rectorate has furnished the foIlowmg figures in respect

of expenditure on Municipal Councils/Committes from the year 1992-93 to 1995-96 :-

TABLE 12.9

OVER ALL EXPENDITURE POSITION | _ .
(Rs. in lakhs)

' : Years J
Head of Exp. 1992-93 | 1993-94 | 1994-95 1995-96
A. Expeunditure 3749 " 3596 4240 | 5262
1.~ Egtablishment (55.30) (59.17) {59.53) (61.05)
2. Development 1979 1702 1923 2267
S ' (29.72) | (28.01) (27.00) | (26.30)
3 Others -~ - |- 913 741 | . 865 529
o : Sl asTy | (219 (12.14) (6.14)
A, Total | 5641 - 6039 | 7028 8058
eI | (9937 | (98.67) | (93.49)
B. VOIN—DEVELOPMENTAL EXPENDITURE . . )
1. Audit Fees 4 5 3 4
(0.06) (0.08) (0.04) (0.05)
2. Grant Library/School 14 33 1 92 . 557
L (0.21) (0.55) ©  (1.29) (6.46)
B. Total = . 18| 38 95 . 361
| e (0.63) (1.33) (651)
Total (A+B) 5659 6077 7123 | 8619
~|(100.00) | (100.00) | (100.00) |(100.00)
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1224 These figures are quite revealing. The expendﬁure on estabhshment as Yoage
' of total e\pendlture is of the order 60- 61% Insplte of this' hlgh expendtture there are
y 1‘c;:‘port< of wnde-spn,ad non-pay ment/arrears ofsa.hn‘y ‘and pension/gratuity and threats by
mummpa} emp]oyees to go on strike. In fact, a fot of ernployees are pald thelr dues only
when theytake recourse to-the courts. In view of this situation, Government in the recent
- past had no option except to give grants to the manicipal committees in order to enable
- ther to discharge thexr hablhtxe: in thls respect. Thi Gow ernment was thus forced to make
a grant of Rs. 9.00 crores in Feb. 1996, to clear outs*andmg liabilities of sa]ary etc. upto
3112, 1995. The hablllty on this account which stards unpcud by the mumclpal comrmttees
during the nine months period ending 30.9.19%6 has been worked out by the Local bodjes

Dlrectmate and is placed at Rs. 8.04 crores w:th details as follows -

.:r.No Description = ', . . oL Amount in Lakhs
‘i 0| Gratity - - 118.61
S 20 Leave encashmient L e B " 39.59

3. | Ex-Gratia = L SR . 25.04 .

4, Medical o _ 4,29

5. | Pension Share o 47.60
6. | Pay SR R 241.66
7. | DA . 96.63
8, ProvidentFund | 7 _' | 21009

9 | Misc. (Bank Loan taken by employee s) o , 20.75
‘ -804.26

1225 - SinceRs. 8..0:4 crores is the lability whic:h remained un-met by the municipal

committees during the nine moriths period ending 30.9.1996 it is safe to presume that the
annual un-met liability which does not figure in municipal budget is Rs. 10,00 crores. In
other words, the actual liability on expenditure on staffis Rs. 62.62 crores during 1995-96.
It may also be mentioned that the state Government dunng October 96 made a further
E'rant of Rs. 5.00 crores to clear this outstanding liability.

FUTURE PROJECTIONS (]997-93 to 2000-2001) -

12:26 With Rs. 62.62 crores as the expenditure on establlshment in the base year
1995-86, we have attempted projections of expmdﬂure on establishment till the year 2000~
2001- 1t has been assumed that there will be an increase of 10% on account of D.A., and
cther minimum m—escapable expansion, etc. The 5th Pay Commission Report has already
been submitted to 'G—ove‘rﬁ;nentl*:if4 India; and the State Government ?s committed to make



i) Actual | 5262

the same more or less appiicable to the Staie employees. Since, the provision for the

municipal employees is likely to be the same, they would have to be given more or less

similar benefits. Afier discussion with all conzerned, we feel that an over-all increase of

about 20% in the salary and other benefits to 'thee_mj)l‘eyees would be the minimum
additional liability on thie account. We have aiso aSS‘Jmed that this liability would commence
with effect from the year 1997 98 though arrears are hlr.ely to be claimed from an earlier

date. On thls basis, the salary bill alone would work out. as follows :-

TABLE 12 10

EXPENDITURE QN ESTABLISHMENT.

(Rs.in crores)
o _ _ 1995_-96 N 1996-97 1957-98| 1998-99| 1999-2000 2000-2001
Head (Base) ' -

i) Unpaid - | 10.00° 7514 -| 90.17 |{ 10820] 12984) 15581

1ii) 20%% increase
over 1996-97

onaccountof| - .{ . - | 1503 18.03| 21.64 25.97

5th Pay : - .

Commission : _

Total ' 62.62 75.14 ] 10520 126.23| 151.48 181.78
12..27- ‘The experrdiiure -on development and other mupnicipal works has been very

much on the lower side considering the peat up demand and we have accordingly assumed

an increase of 20% in each year over the nrevious year, In other casés, we have assumed

an annu 2l increase of 10%" per year.

B

12.28 The State Government prow'des: grants to municipalities under various heads

.of devel opment Some of these grants are not reflected in the  budget of the ULBs and are

uhanne lised: through various Heads of Departments Fcn mstance the grants for Public

Health sanitation, conservancy and solid waste m‘magement are directly allocated to the

V Public Health Department sinces the requn eme nts of water supply and sewerage in urban

areas (except F.M.C.) is the responsibility of the State Public Health Department. Grant
for the upgradation of fire services are utilised for purchase of Fire Fighting equipment at

the state level, which in turn is given to various municipalities as grant-in-aid. Some of the
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othel grants are for environmental & slum i improvement, prowdmg public amenities like

street lwhtmg, parking etc. and for adhot revenue earni: 1g schemes.

12.29 In the absence of a proper accounting procedure, the recelpts and expendtture
on account of “Grants” ‘carmoi be properly Imkec but in order to work out a concrete
plcture the receipts and expenditure on this account has been assumed to be the same in
the figures projected by us. (See Table 12.8 and 12.11 for the head grants). The overall

picture of expenditure on this basis is set out befow :-

~TABLE 12.11

EXPEDITURE P ROJEC Tl()NS

(Rs, in crores)

o : YEARS ;_
Head = |1995-96 | 1996-97 | 1997-98 | 1998-99|1999-2000[2000-2001
A. Establishment|62.62 | 7514 | 10520 | 12623 | 15148 | 18178
3. Others : |

Development | 22.67 27.20 32.64 38.17 47.00 | - 5640
Others. 529 5.82 640 | 704 174 8.51

B. Total 27.96 33.02 | 39.04 | 4621 | 5474 6491

. Non Developmental Eg:_p_er_:ditnre '

1 AuditFee 004 | o004 0.04 005{ 005 0.06
2. Grant 5.57 6.13 6.74 741} 815 8.97
Total (A+B+C) 96.19 | 114.33 151.02 | 17990 | 21442 | 25572

OVERALL PICTURE (1997-98 TO 2000 2001)
12.30 In the light of projections given in the pr oceedmg paragraphs the overall
defic:t on account of current expendlture on establishment and services on the ex15tmg

bas;s wuuid be as under (Table 12.8 and 1'7 1])

1999-200_0

2000-2001

e . 19'97 98 1998 99 Total
1. Receipts - 91.39 100.47 110.49 121.51 423.86
2. Expenditure 151.02 179.90 | 21442 255.72 801.06
3. Gao. T (05963 | (- 7643 (-) 103.93 | (-) 13421 |(-) 377.20
12.31 " The very substantial deficit in the ncrmal budget of the ULBs is on account

of the fact that while receipts like house tax and octroi have been projected from the
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current level without taking into account any modifications in the schedule of rates/fees
etc., the actual liability, including the deferred funpaid liability on account of expenditure
on stafl, salaries, gratuity/pension have been taken inte account, This will also g0 up
substartially with the implementation of the recommendations of the 5th pay commission
and has been taken care of in the projections made. The picture does not seem to be out of
focus and is understandable a3 the house tax is stagnant , inspite of the clearly visible
increased housing activity and the octroi schedule is the same which was bei};g bperated
when an octroi Moharar used to get Rs. 40-50 per mensum where as he now gets about Rs.
3000-4000 per mensum, apart from the gratuity and penszion. The higher receipts in some
6f the municipal councils do nct materially improve the position, as in almost all cases the
réquirernents for sanitatioﬁ and up-keep of public utilities is much higher. In order to projebt
the correct picture, we have also assumed that tae expenditure on development works

would also be increased at a reasonable pace.

12.32 The most glaring situé‘tic-ﬁ is that cencerning expenditure on establishment,
which lias steeply gone' up from 56.30% in 1992-93 to 61.05% in 1995-96 (Table 12.9). As
clearly brought out earlier in the report the ULBs require another Rs.10 crores for the year
1995-94 and would thus require to speﬁc‘[ Rs. 62.62 crores on establishment and wages
against Rs. 52.62 crores in 1995-96. The expenditure of Rs. 62.62 crores on establishment -
out of a total municipal expenditure of Rs. 86.19 crores in 1995-96 would work out to a
whopping 72.65% and this percentage of expenditure on staff would go still higher in the
coming years. Even though we may be able to enhance our receipts substantially by revising
oct_roi schedulef/rates, fees and levies, house tax, etc. the situation so obtaining is clearly a
matter ca‘f‘ concérn and calls for serious remedial measures. One conclusion which is
inescapable {s that the staff strength must be frozen at the present level, except where
obsolutely necessary, and productivity of the staff must be increased by providing them
with medemn aids and privatisation should be resor:ed tc, to the maximum extent possible
at least in the sphere of sanitation and maintenance of other services. Unless this is done,
aﬁd an attempt is made to progressively limit the establishment expenditure to about 50%
ojfj the total expenditure the local bodies far from being vibrant and self-sustaining “units” of
sjeif»gO\-'émance are in imminent danger of getting swamped under the weight of their own
steeply rising establishment costs. o

12.33 A reference now may be made to the requirement of funds for the
strengthening of the urban Publiz Health infrastructure. As stated in para 13 of Chapter X1
the Publis Health Engineering Department has mads a perspective plan for water supply, sewerage,
storm water drainage and solid wzaste.mzmagement with a time frame of 30 years amounting to

Rs. 10537.24 crores. The projected expenditure f_?r the ten years period upto the year 2004 was
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Rs. 449.90 crores. The Department is aiso'in the process of formulating their Sth plan, 1997-98
10 2001-2002 and had several dizcussicns in working;‘ Groups with the Planning Commission.
On a very realistic basis, they are assuming a total expenditure of only Rs. 211.00 crores during

the ninth five year plan period frem 1997-2002.

1234 With this amount which is far lesser than the requirements, the department
will be able to meet the critical needs in various towns and undertake system rmprovement

so that all parts of the towns are proparly covered.

12_35 Out of total proposed investment of Rs. 211.00 crores,' Rs. 1.30.00 crores is on
water suppiy, Rs. 70.00 crores on sewerage, Rs. 7.0C crores on storm water drainage and Rs.
4.00 crores on solid Waste Management. 40% i.e. Rs. 84.41} crores is proposed 10 be providied
in the Sth plan and the rest of Rs. 126.60 crores would heve to come as institutional finance
which eould be routed through the proposed Water Supply and Sewerage Board.

12.36 Grant to the extent of 40% by the state has been assumed in accordance
with prevailing practice, which will be a part of the Ninth Plan (1997-98 to 2000-2002)
and 60% is assumed to be the loan component which will be taken on behalf of the muncibal

committees, The overall picture would be as follows :

(Rs. in crores)

Head 1199798 1998-99 | 1999.2000{2000-01] 2001-02 | Total
Water Supply | _ ‘
 Loan(60%) | 12.00 1500 | 21.00 12.00 | 18.00 -78.00
Grant (40%) | 8.00 1060 | 14.00 800 | 12.00 52.00
Total 20.00 25.00 35.00 20.00 | 30.00 | 130.00
Loan (60%) 6.00 9.00 12.00 6.00 | 9.00 42.00
Grant (40%) 4.00 6.00 8.00 4.00 6.00 28.00
Total 10.00 15.00 20.00 10.00 15.00 70.00
Storm Water Disposal ' '
Loan (60%) 0.60 1.20 1.29 0.60 0.60 | 420
Grant (40%) 0.40 0.80 030 | 040 | 040 2.80
Total .00 | 2.00 2.00 1.00 | 100 7.00
Solid Waste
Loan(60%) 0.60° 0.60 060 1030 0.30 2.40
Grant (40%) 0.40 0.40 0.40 ? 020 | 020 | 1.0
Total 1.00. 1.00 1.00 0.50 0.50 4.00
Grand Total 32.00 43,00 58.00 31.50 46,50 211.00

40141
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12.37 Since the Finance Commission is concerned only with the period 1997-98
to 2000-2001, the first four vears of the above Aprojuections shall have to be taken into
account. It will be seen that the total expenditure proposed is Rs. 164,50 crores with the

loan and grant component as under for each of the itams :

(Rs. in crores)

1997-98 | 1998-99 |1999-2000 [2000-2001 Total
Water Supply _ -'
Loan (60%) 12.00 15.00 |  21.00 12.00 60.00
Grant (40%) 8.00 10.00 14.00 8.00 40.00
Total 20.00 25.00 35.00 20.00 100.00
Sewerge , : | '
Loan (60%) | 6.00 9.00 12.00 6.00 33.00
Grant (40%) 4.00 6.00 8.00 4.00 22.00
Total ' 7 _ 10.00 15.00 20.00 10.00 55.00
Storm Water Drainage | '
Loan (60%) 0.60 1.20 1.20 0.60 3.60
Grant (40%) 1040 0.80 0.80 0.40 2.40
Total - 1.00 2.00 2.00 1.00 6.00
Solid Waste Disposal
" Loan (60%) - - 0.60 0.60 ° 0.60 0.30 2.10
Grant (40%) 0.40 0.40 0.40 0.20 1.40
Total : 1.00 1.00 1.00 0.50 3.50
Loan (60%) 1920 2580 | 34.80 18.90 98.70
Grant (40%) 12.80 17.20 | 23.20 12.60 65.80
Total. = b 3200 43.00 58.00 31.50 164.50
Abstract .
Water Supply 12000 | 2500 | 35.00 20.00 | 100.00
-Sewerage 10.00 _15.00 20.00 16.00 55.00
Storm Water drainage 1.00 2.00 2.00 1.00 6.00
Solid Waste Disposal 1.00 - 1.00 1.00 0.50 3.50
Total 32.00 | 43.00 58.00 31.50 164.50
12,38 The loan is taken for & period of 12 years with 17% P.A. interest from

HUDCO. There is also the maintenance component of the new assets created and this is

calculated on the basis of 8% of capital cost.
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12.39

Based upon this, the total additional municipal liability on account of

repayment of toan and maintenance of new assets would be Rs. 62.24 crore with break-up

as follows ;

Head

1997-98

1998.99

139%-2000

2000-2001

Total

Water Supply

Payment of loan

with interest @

17% payable in 12 years
Mamntenance of

nevs assets

Sewernce

Repayment of

loan with interest

@ 17% payable in 12 yealrs

Maintenance of

new assets

Storm 'Water Disposal
Repayment of loan
with interest @ 17%
payable in 12 years
Maintenance of -

new assests

Solid Waste
Repayment of

loan with interest @
17% payable in 12 years
Maintenance of new assets

0.780

0.380

0.036

0.036

3.91
1.500
2.080

0.300

0.080
0.179

- 0.080

8.7

3.60

4.81

2.00

1,552

0.24

0.358

0.16

12.75
6.40
. 6.97
.
0.778
040
0.437

0.24 .

26.15
11.60
14.24

6.40

0.72
101

0.48

Total

1.232

9.006

20.430 .

31.575

62.243

PROJECTIONS REGARDING CONS

ROADS

12.40

i) ordinary% repair

i1} | ' pen’odicial repair (renewals)
i) Speciall }'epair

iv) flood dagmage:s repair

12.41

TRUCTION/REPATR OF MUNICIPAL

The maintenance of roads can be sub-divided into the following parts :-

By ordinary repair is meant patch work, ﬂi]ing of potholes, maintenance of

berms ete. For ensuring that roads do not get worn out by traffic, a renewal coat is required
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to be provided after every 5 to 7 years. For repair of roads, which are damaged at a particular
point due to sub-soil or some other causes, special repairs are to be done. Some provision
is also required to be made for repairs due to floods. According to the norms fixed by the
Ministry of Surface Transport, which were framed for the use of the Central 10th Finance
Commisssion, on an average, taking into consideration the various types of repairs

mentioned above, an amount of Rs. 55,000 per km is required to be provided for effective

maintenance.
12.42° ~ The details of municipal roads in Haryana are as under :-
, {In kms.)

Sr. No. Head Concrele Blacktopped | FEarthened Total
1. M.Committees 72.57 264.90 172.20 509.67
2. M.Councils 92.14 | . 1003.56 381.02 | 1476.72
3 Mumcxpa Corporatlon 0.68 72820 271.12 | 1000.00

Total 165.36 1996.66 824.34 2986.39
12.43 Concrete roads normally do not require much maintenance. At an average

of Ks. 55,000 per km, the black topped mileage of 1996 km for the municipalities given
above would require an annual maintenance cost of about Rs. 11.00 crores. New colonies
would also be coming up in the next 4 years and additional road mileage would hz;ve to be
corv;tructed Some of the earthen mileage will have to be changed i into metalled roads with
b!ack-toppl ng. The average experditure per km for ¢ omstmctlon of a new roads is estimated
at Rs. 10 lakhs for a 12 feet wide road. Even if we take & modest target of about 200 kms.
mileage of additional road construction over a period of four years, the expenditure on thlS

account would work out to Rs. 20) crores,

12.44 Taking all these fau:tors into consideration, we feel that a sum of atleast Rs.
10 crél'e_s on an average should be: pro{rided in the first year (1997-98) for the maintenance
and construction of roads for runicipal areas. The Ministry of Surface Transport allows a
7% escalation charges every year on account of increases in cost and inflation. On this

basis the liability for construction/repair and mainrenance of municipal roads will be as.

follows :-
. ‘ ‘ (Rs. in crores)
1997-93 1998-99 1999-2000 2000-2001
10.00 - 10.70 11.45 12.25
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TOTAL PROJECTED DEFICITS OF MUNICIPAL COUNCILS/COMMITTEES
12.45 Based on the foregoing estimates, the overall position for the Municipal

.Councils/Committees is as follows :-

TABLE 12.12°

(Rs. in crores)

Sr. : ‘ o ' ' YEARS -
No.  Head 1997-9811998-99  {§998-2000 2000-2001 Total
. Deficit in normal budget £9.63 79.43 103.93 134,21 377.20
2. Liability on [nterest/ o ' : h
repayment muaintenanceg ‘
of P .H. Servlces 4 1.23 9.00 . 20.43 31.58 - 62:24
3. Liability on jiccount '
of maintenace/ . : |
constructionjofroads. | 1000 | 1070 | 1145 | 1225 4440
4. TotalProjecfed = | 70.86 | 99.13 | 13581  |178.04. 48384
5. Addl. Income from Octroi|" o A o
House Tax, fees & fines 27.93 30.52 33.69 37.06 129,30
6. Net Deficit . - . )
@45 42.93 68.51 | 102.12 14098  354.54
12.46 OVERALL FINANCIAL POSITIQN {F ULBs (1997—2001)

In order to incdicate the overall positioh. of all ULBs for ready reference, the resultant

position, in;.:}uﬁd'ing that of F.M.C. is set out below (Details of FMC are in Chapter XI1I) :-

(Rs. in Crores)

Head 1997-08 1998-99 [1999.2000 2000-2001 - Total
Municipal Councils/Committe ~ 42.93 . 68.51 | 10212  140.98 354.54
Faridabad MunicipaliCorporatién ~ 8.43  14.17 |  24.18 34.55 81.33
Total 5136 8268 | 12630 ~ [175.53 435.87

OVERALL POSITION OF MUNICIPAL CO[fNCILSICOMMI’I_‘TEES DEFICIT

12.47

following broad overall position :-

The analytical position given in ithe foregeing paragraphs brings out the

| (i)  Thereishuge deficit even in the normal budget mainly oh account of establishment which

works out to about 72.65% of the overall receipts of mu rﬁéipai councils/comnﬁttees..lt is

likely to go up very substantially on account of the revision of salaries and other allowances

on account of the implementation of the report of the 5th Pay Commission,

1
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(1) The Public Health System must be built up in the next 4 years and even after provision
* of substantial grants from the State budget, repayrients to financial institutions like
HUDCO/LIC will be necessary which will impose heavy burden on ULBs on account
~ of interest/repayment of loans. liability and maintenance costs of the services thus
+ created. There will also be heavy burden on account of upgrading and maintenance

* of municipal roads. |
(iti) - Faridabad municipal corporation is in somewhat better positon but large investment
' are reéquired by them for dugmentmg their water supply on the western side of the

" town, for stum clearance -and for augmentation of services in' the 40 regularised

colonies,
(iv) We are assuming very substantial additional mohilisation by the ULBs themselves
as ‘the schedule of octroi, fees and f'mcs has not been rewsed for decades and there 1S

_ cons;derab!e scope for imy nrovmg receipts from t]lese sources

12.48 The overall financial positon which, thus emerges is far from sansfactory

‘There is.considerable deficit right from the year 1997-68 which keeps on increasing from

vear to year. This deficit can only be met by Government by way of shariﬁg of taxes and
grant-in-atd,
1249 It has to be riotéd at this stage that the ULBs (mcludmg Faridabad

Corporation) will be losing income to the’extent of Rs’ 9,56 crore on account of Excise

‘duity ‘which would not be forthcoming becasue of the introduction of prohxbmon w.e.f

1.7.1996. After con31der1ng the rhatter and its ramlf cations we have suggested shanng of

orﬂ‘, the followmﬂ State taxes chities, fees etc,

@) 20% share of the net receifits from taxes on motor vehicles.

(i) 50% cfthe net receipts from entertainment duty levied under the Punjab Entertainments
Duty Act 1955and the entire net receipts fromn the . o]'lOW tax lev1ed under the  Punjab
‘Entertamment Tax (Cinematograph Shows) Act 1954,

('iii) 20% of the royalty on minor minerals, the benefit of which is largely denved by the
Faridabad in so far as the urban local bodies are concerned. i

(tv) Increasing the tax on consumption of electricity in municipal areas from Q_rie paisa

per unit, to ﬁve palse per urut _ - | J
1250 . We have reviewed the entire position and 1 eel that even after all the resource
moblhs.mon and devolutlon of texes the mumupa] cou ncﬂs/commlttees w111 contmue to
haw= a hagh enou<rh def c1t WhlGI" can be abrid; zed and that too partlally, only by way of

grar;t~m -aid from the State. It has also to be borne in rnmd that the ULBs are required to
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provide matching funds in order tc avail of the annual adhoc grant which is being given (Rs.
~ 4.15 crore) in accordance with the recomrmendations -of the 10th Finance Commission.
Taking all these factors into account, the Commission is of the view that a grant-in-aid of
Rs. 50 per capita (based on 1991 census) should be provided to all the municipal committees
+.as well as the municipal.councils. It is worth mentioning that the expenditure to be provided
for building the infrastructure in respect of municipal councils is much higher and their
. overall financial position is not very cifferent from that Qf the municipal committees. A
- 10% escalation is also proposed to-be provided every year 10 compensate the rise in costs.
The year-wise grant-in-aid for the municipal councils/coramittees would thus be as follows

(Population of Councils/Committes 32.29 lakhs) -

~

. (Rs. in crores)

Lo 1997-98 7998-96. [  1999-2000 * }. - 2000-2001
Grant-in-aid by the State|. 16.15 |~ 17.76-} . 1953 | :21.48
12,51 - While-we have suggested devolution of a per capita grant of Rs. 50/- to

-Municipal Councils/Committees to meet their fiscal gap, the need to raise resources at the
local level need not be over-emphasized. The present system of the State (Government
periodically coming to the rescue of these bodies cannot be allowed to continue and these
bodies will have to rrtake serious efforts to tap resources at the local level. There is also an
urgent need to initiate a drive to colle ct the outstanding axrectrs of taxes, fees, fines etc. and
the adnumstratlve machinery suitably geared up for this purpose. With a v1ew to ensure that
the Mumclpahtles make serious efforts in this direction we have. demded to }recommend
that the per capita grant to these bodies will be subject to fulfilment of the followtng
conditions:- | | o 7 |
i) 'Thé‘MttnﬁCipal Couinils an:I l omrmtta,s will be requn ed 0 rmse addmonal resources over
. the previous year to become, thxble' for ﬂ'llS grant The quantum (m temts of p<=roentage) of
such addditional resources to be generated will be fixed by the State Governmert
(ii) ' Targets will be set uj) ‘_bythe State Government both with regard to collection of current
dues, as well as outstanding arrears of taxes for the vear The sanction of grants will be

" subject to satisfactory completlon of these targets by the Comnuttees/Coum,lls
(111) The expendlture on staﬂt' as e peroentag= of mcome wal have to be brought dovm from the
emstmg level gradua]ly The ‘itatfn Crovemm:.nt wﬂl ﬁx 1norms in thls regard for achle'vement
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12.52 As clearly brought out in the foregoing peragraphs there is a huge deficit
which keeps onincreasing from vear to year. This Is inspite of the fact that we have estimated
the additional expenditure on I:nu:i]dihg the urban infrastructure on a very conservative basis
and have taken into account all possible additional mobilisation. We have tried to make a
reasonable package for the devolution of taxes and -grant—inéaid by the State Go‘vertuﬁent

inspite of the fact that its resources are severely strained because of the introduction of

- prohibition and large committed expenditure on account of the 8th Five year plan which

will come up in the year 1997-98 with the coming into cperation of 9th Five year plan. We
trust that the gap in the resources which is still subsisting will receive the attention of the

next 11th Central Finance Commission. Here it may be notad that it is mandatory in clause

3 and Sub-clause (c) of article: 280" of the Constitition of India that the Central Finance

Commission should augment the resources of the State Governments to implement the

74th amendment to the Constitution.

LOAN LIABILIT[ES OF M!DNIC[PAL (,OUNCILS/COMMITTEES 7

12, 53 | Another outstanding hab;hty ofthe ULBs is regarding the loans (and Interest

thereon) which they have taken from Government and from LIC GIC, HUDL,O
Improvement Trusts etc. over the past several years. The ULBs are not in a posmon to
repay these Joans because of their poor ﬁnam,lal condition and this aspect is bemg dealt

with in the succeedmg paragraphs.

12 54 The Department of Local Government has intimated to us the figures of
loans outstanding against the municipal committees/municipal councils from the year 1970-
71 to 1995-96 which in turn have been indicated to them by the Accountant General,
Haryana. It has been indicated that a sum of Rs. 32.50 crores is outstanding against the
municipalities as loan and interest. A perusal of the break-up of this amount given below

indicates that Rs. 9.48 crores is by way of principal and Rs. 23.02 crores by way of interest.

Government Loan (Period) Loan Interest | Total (Rs. in crores)
More than twenty years old. 0.02 0.02 | .. 0.04

More than fifteen years old. " 0.12 - 030 0.42

More than ten Years old. ' 08 | 223 | . 312

‘More than five years old. - 27 | 536 o 8.08°

Five years-old. ~ ' - 573 ; 15.%1[1 C 2084
Total , R - 948 °23.02 | 32.50
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12.55 The loan and interest amount ranges for period from 5 years to more than
20 years and over the years the interest/penal interest has been accumulating since the
municipalities are not in a position to discharge this liability. The other major outstanding

labilities with regard to loans are as below :-

Sr.No. Name of Orgamsation Amount .
_ (Rs. in crores)
1. LIC 3.75
2. GIC | 0.51
3. ‘HUDCO - 0.7
4. Improvement Trusts 3.48 (Taken in 1995-96 for payment of
salaries for Municipalities).

12.56 : Wlth regard to the LIC loans, we have been given to understand that the
repayment till last year was being ensured by the State (Government by adjusting a part of
the annual instalments payable against the amounts due {o the municipalities as their share
in the sale of liqubr by the Excise and Taxation Department, With the introduction of total
prohibition mn the State w.e.f. 1-7-96, this source of income Has been lost pennane;ztly to

the mumc:palmes Adjustment is bometlme made agalnst the amount due to the mumc:pal

Committees on account of levy of one paisa per unit on the consumption of electncity As

regards HUDCO loan, we are informed that this is actually with rggard to the low cost
sanitation works :where the invesiment is initially made by the municipal committees by
taking loan from HUDCO and which is subsequently reccverable from the consumers. The
liability towards the Improvement Trusts is because of loans which were raised from this
organisation for payment of salaries to the municipal staff from time to time. It is a fact that
in the recent past, the State Government has been coming o the rescue of the mr.‘lnicipéiﬂtiés
for payment of sélar‘ies of staff by providing adhoc granis. Under these circumstances, it
would be too much to accept these ﬁnancmlly weak municipal bodies to repay the. loans

which they have raised from the Improveme nt Trusts for payment of salaries to their staff

12.57 The Com'rmssnon has considered the whole issue very carefully in the context

of the general finances of the municipalities and the state of affairs which have been in

ex1stence in the past few years. While we have suggested measures to raise additional

' resources apart from devolution of State ﬁn.ances it is necessary to start with a clean slate

~with regard to these outstandmg liabilities against the municipal bodies. There does not
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seem to be any purpose in cont'muing 1o keep these liabilites on record when the State
Government itself has been repeatedly coming to the rescue of the municipalitic's in the last
few years even for payment of salaries to the staff We wou]d therefore recornmend that |
the liabilites both with regard to the principal as well as mterest component nf‘ the loans
paybale to the State Govemmo nt need to be waived oﬂ" by the State Govemment 50 Lhat t he
local bodies can start with aclean slate in future T he same argument applies wit th repard to
]oan raised from the ImporVu ment Trusts and we recornmend that the State (.:ovemment
may take over this responsxbthty of dxscharomg thns hab1 '1ty on account of loan mken by the

municipalities from the Improvement Trusts,

12.58 In nutshell we recommend as follows :

i} Asum ofRs, 32.50 crores outstanding against the Municipalities as Joan and interest
cue to the Government (Rs. 9.48 crores by way of principal and Rs. 23.02 crores by
way of interest) should be waived off as a one time measure.

1))  Government should take over the responsibility of discharging the loan liability of
Rs. 3.48 crores which was taken on behalf of the mumnicipalities from the Improvement

Trusts for payment of salaries,

OTHER LIABILITIES (1% DIRECTORATE ADMINISTRATIVE SHARE &
AUDIT FEE)

12.59 Apart form outstanding lcans which have been discussed above, there are
two major liabilities amountir.g to Rs. 5.86 crores as follows -

(@) Rs. 2.66 crores due as administrtive charges towards the Local Bodies Directorate
which is worked out on the basis of 1% income of the Municipal Counicils/

‘Committees.

(b} Rs. 3.20 tiue as audit fe2 from *he ULBs.

12.60 Discussions held with the departmental officers reveal that administrative
charges as at (a) above have not been paid by the municipalities and this amount is not even
budgeted by the Local Bodies Directorate. In the context of the poor financial position of
the municiapal bodies where they are unable to even discharge their basic statutory liabilities,
it is impracticable to expect them to contribute towards administrative charges of the Local
Bodies, Directorate. It is, accordingly, recommended that amount of Rs. 2.66 crores dueto
Government as administrative charges on account of 1% share of the income of the

municipalities should be waivad off and this levy should be discontimued for the future,
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Thére is, however, no case for waiving off the audit fee charges and its recovery should be

vigorously pursued.

12. 61 o Strxctly speakmg,, debt refief is not a part of our terms of reference but all
the same we are required to su,g,awst m=asures neech,d 1o l"inOVG the financial pcsmon of
the mummpahtnes We, thereforP feel that these outstamim;,s ‘which are only on paper
with hardly any prospects of 1 ret.,cwery in the foreseeable fittre serve no purpose need to

be for mally wntten of. There also does not seem to be any strong reason for lev ymg 1%

charge on Murucnpal Counclls/(‘om:mttees as admlmstran ve charges by the Directorate i

view of their weak financial position.
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CHAPTER - XIII

FARIDABAD MUNICIPAL CORPORATION (FMC) -
BUDGETARY TRENDS AND FINANCIAL PROJECTIONS

13.1 - Faridabad-Ballabgarh'urban arza is situated on Delhi-Mathura road right
from Delhi Haryana border and is one of the largest urban agglomeration in I—Iéryan.a
consisting of three towns ﬁame:ljf - Faridabad 0Old, Ballabgarh and NIT Faridabad. Located
as it is within 40 k.m. radius of Delhi, this is one of the recommended major ring towns
around Delhi as per Delhi Master plan approved by the Government of India in 1962
Keeping in view the objectives of the Delhi Master Plan, the first development plan for
Faridabad- Ballabgarh Controlled area was published in 1966 for an urbanisable area of
8810 acres for a population of 3.50 lakhs by 1981 A.D. The emerging population trends
necessiated its amendment from time to time and according to the ﬁr.ia] Development Plan

published in December, 1991, it has been planned for a popuiation of 17.5 lakhs by 2011

AD.
POPULATION _ _ |
13.2 : In the past, the population growth in Farir,labad - Ballabgarh urban area has

bezn as under :-

Year Population Devinial %age of growth
1961 56000
1971 1.22 lakhs 117.85 N
1981 | 3.27 Jakhs 170.00 o
1991 |0 6.18 lakhs 85.70
1994 | 833 lakhs
1353 Keeping in vie‘w the trends of growth rate of population, it is assumed that

populatmn of thxs urban area will be around 13 lakhs hy 2001 A.D. and shali be around
17.5 lakhs by the year 2011 AD.

"EXTENT OF LAND USE FPROPOSA LS

13.4 The Development plan of “Faridabad-Ballabgarh Controlled Area™ has been
designed by keeping in view the cver-all town density of 45 persons per acre. In order to
accommodate 17.5 lakhs population by 2011 A.D., an urbanisable area of 38743 acres 1s

being planried.



The extant of various land uses is as under -

EXTENT OF LAND USES

ciearly visualised from the following :-

TABLE 13.1

INCOME & EXPENDITURE {1991-96)

Sr.No. l.and uses Total acres |Percentage of | No. of .
_ (in acres} | total area sectors
1. Residential 19262 49.71 67
2. Industrial 7749 2000 | 21
3. Commercial 1910 4.93 5
4. Transport& 3840 9.91 3
Corimunication '
5. Public & Semi 1310 3.38 - 3
Public uses
6. Public Utlity 382 0.99 -
7. Open spaces, Parks & 3199 8.26 -
- Green b;:lts. _ _
3. Special Zone 1091 2.82 I ,
Total _ 38743 100.00
13.5 The overall picture of receipts and expenditure in the FMC area can be

Income

Per Capita |Expﬂnditure ‘

Year Per Capita
(Rs. in lalchs) (Rs.) '(Rs. in Lakhs) (Rs.)
1991.92 1665.45 25330 - 193131 293.74
1:9'92--93__ ' 3109 64 o 44434 | 301_4.20  430.70
. 1993—9—}.. 378749 5-()8_.45 372450 49999
1994.95 4386.46 553..23 4441.98 | .560.23 |
1995.96 4696.07 556.44 4538.81 537.81
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13.6
1991-92 to 1995-96.

TABLE 13.2

The following table gives the item-wise details of income from the year

DETAILS OF ANNUAL INCOME DURING LAST FIVE YEARS
{1991-92 TO 1995-96)

(Rs. in Lakhs)

Sr.  Name of

| - Years
No.: . Head . 1691-92 | 1992-93 |1993-94 | 1994-95 | 1995-96
CAPITAL INCOME 1 |
(a) Grant-in-aid 5.00 20.00 - 3030 1 25.00
under ELUS, 030) | (0.64) - | ©69) | (053)
(b) Grant-in-aid under - - §7.00 270.00 -
Yamuna Action Plan (2.30) (6.15) _
(c) Loan from HUDCO/ - - 16.00 1343 | 11.29
Gowt. /LIC (0.42) (0.31) (0.24)
(d) Other Grant-in aid 23.56 | 51.83 1.60 30.07 76.77
" (MP/MLA/FLOOD (142) | (1.67) | (0.09) (0.69) (1.64)
Control/Malaria etc, T '
(2) TAXES
(a) House Tax 258.94 | 343.45 | 358.23 487.89 | 527.56
(15.55) | (11.04) | (46 | (r12) | (11.23)
(b) Octroi - 903.52 | 896.62 | 878.91 | 108691 | 1331.14
_ (54.25) | (28.83) | (23.21) | (24.78) | (28.35)
(c) Water Rates 4119 | 10682 | 20826 | 26372 | 31229
(2.47) | (344) | (5.50) (6.01) (6.65)
(d) Electricity Duty - 10.43 092 | 102.34 -
S Co- ] (©34) | (0.02) (2.33) -
(e) Others 1.41 130 | 132 1.64 1.09
) ©09) | (0.08) | (0.03) ©0d) | (0.02)
(3) LICENCES & FEES | | o
(a) Stamp Duty 110,10 | 10212 | 147.03 | 15625 | 256.52
| | 6.61) | (3.28) | (3.89) (3.56) (5.46)
(b)- Extension Fee - | 15656 | 177.07 | 24670 | 197.05
T - (5.04) | (4.67) (5.62) | (4.19)
(c) Advertisement Fee 5.23 123 | - 3.60 13.93
(©31) | (0.04) S (008) | (030)
(d) Income from 105.54 1.95 23.12 74.58 311,67
Panchayats (6.34) (0.06) (2.20) (1.70) (6.64)
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(e) Dangerous and Offensive 9.09

®

Trades U/s128
Others

4. MISC

(2)
(%)
©
C)
o)
®

1.

3

-
J.

Sale of Municipal
Land
Development Charges

Removal of Dead -
Carcases

Interest on unear-
marked investment
Advance & Deposits

Others

- NOTE '
Increase in income during 1992-9_3 from sale of Municipal land was due to income

from stone crushing zone and sale of plots under various Development Schemes of

(0.54)
9.61
(0.58)

83.06
(4.99)
7132
(0.68)
6.46
(0.39)
16.36
(0.98)
19.16
(1.15)
55.90
(3.353)

(0.25)
20.80

1234.34
(39.69)
29.64

9.15
(0.30)
34.4]
(1.11)

(0.08)
78.75

(2.53)

FMC land and Town Planning Schemes.

Income from Electricicy Duty during 1995-96 has been adjusted by HSEB against

outstanding electricity Bills.

7.69

(0.67)

(0.95)°

2.55

8.10
(0.21)

36.39

(0.96)

1644.50
(43.42)
53.79
(1.42)
4,00
(0.10)
12.00
(0.32)
4.80
(0.13)
64.45

(1.70)

4.78

- (0.11)
39.32
(0.90)

1375.64
(31.36)

96.95 .

(2.21)
5.72
. (0.13)

36.14

“(0.83)
60.48
(1.38)

- Increase in income from octrei has been due to effective supervision.

1217
(0.26)
47.04
(1.00)

1402.36
(29.86)
49.31
(1.05)
10.30
(0.22)

(0.04)
33:14

75.68

ABSTRACT OF ACYTUAL INCOME DURING LAST FIVE YEARS .

1.76

X))

(161

1991-92

' 1995-96

| 1992.93 { 1993-94| 1994-95
a. Capital Income 28.56 71.831 104.60 343.80 113.06
A7) @3] 76) (7.84) (2.41)
2. Taxes 1205.06| :1358.62| 1447.64 | 194250 | 2172.08
' (72.36)] " (43.69)] (3822) | (44.28) | (4625)
3. Licences & Fees 239.57] 29035F 451.71 525.23 83838
(1638)  (934)] (193] (@QL9n | (17.85)
4. Misc. . 19226] '1388.84| 1783.54 | 157493 | 157255
1 (11se)|  (4466) | @7.09) | (35.91) | (33.49)
GRAND TOTAL ; T1665.45] 3100.64| 3787.49 | 438646 | 4696.07
© {100.00)f (100.00)| (200.00) { (100.00) | {100.00)
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13.7
1991-92 to 1995-96.

TABLE 13.3

The following table gives the item wise details of expenditure from the year

ACTUAL EXPENDITURE DURING THI LAST FIVE YEARS
(1991-92 TO 1995-96) c

(Rs. in lakhs)

- Sr. Name of Head

Years

No. o 1199192 [1992-93  [1993-94 | 1994-95 | 1995-96
1. SALARY 613.26 | 737.82 [1320.30 | 1513.36 | 1731.08 .
] LTS | (448) [(3545) | (3407) | (38.14)
2. CONTINGENCY o
Stationery/Furniture 52,14 34.13 88.75 101.04 | 11207
Telephone bills (1.67) | (113) | (2.38) (2.27) (2.47)
Uniform Diesel/Petrol
3. ORIGINAL WORKS
(i) Roads 28820 | 361.63 | 440.15 449.02 | 491.90
. 1492) | az00) |1z | (011) | (10.84)
(i) Drainage & 242,83 | 178.05 |272.80 52231 |- 237.14 -
Sewerage (1257 | GO | (732) | (11.76) (5.22) -~
(iii) Water Supply 41296 | 525.83 | 63220 | 1021.00 | 1263.42
(21.90) | (17.44) |(16.97) | (22.99) | (27.89)
(iv) Street Light 135.00 | 21834 | 19840 | 33724 | 22646
o (6.99) | (7.24) | (5.33) (7.59) | (4.99)
(v) Parks 4117 | 6725 |103.80 | 8589 | 106.05
| (2.13) | @23) | (2.79 (1.93) (2.34)
(vi) Library 676 | 6205 | 14510 | 10077 | 43.81
5 035 | .06 | (3.90) (2.27) (0.96)
{vii) Municipal Works 25.16 | 69.56 103.90 . 41.95 34.63
(130) | @31 | 279 | (094 | (0.76)
(viii) Crusher Zone - | 23541 148.90 . 46.11 88.92
(7.81) | (4.00) (1.04) (1.96)
(ix)Site & Services - - 45.00 29.81 .
(1.21) (0.67)
(x)Others 34.86 | 39897 | 40.00 29.68 18.13
: (.81 | (1324 | (1.07) (0.67) (0.40)
4.MISC. §8.97 | 125.16 | 18520 163.80 | 185.20
P @61 | @15) | @97 (3.69) | (4.08)
Grand Total 193131 | 3014.20 | 3724.50 | 444198 45383.81
(100,00 | (100.00)| (100.00)| (100.00) | (100.00)
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 ASSTRACT OF EXPENDITURE (1991-92 TO 1995-96)

- (Rs. inlakhs)

Sr. [Name of Head Years
No. 196192 | 1992-93 | 1993-94 | 1994-95 | 1995-96
1. | General Salary 613.26 737.82 | 132030 | 151336 | 1731.08
2. | Contingency 3204 | 3413 | 8875 | 101.04 112.07
3. | Original Works 119694 | 2117.09 | 213025 | 2663.78 | 2510.46
4. | Misc. 88,67 125.16 | 18520 | 16380 | 185.20
193131 | 301420 | 3724.50 | 444198 | 4538.81
13.8 " We may also have-a closer look at the receipts from house-tax and-octroi,

which are the two main sources ¢f tax revenue. The receipts from these sources are again

given below for ready reference:-

TAFBLE 13.4 -

o e bt At it

DETAILS OF PROPERTY TAX & OCTROI

(Rs in lakhs)

1921-92

Head 1992-93  [1993-94 | 1994-95 [ 1995- 96
Property tax/Housetax { - 258.94 343.45 | 358.23 . 487.89 | 527.56 .
Octroi 903,52 -896.62 | 87891 1086.91 | 1331.14
13.9 o Trwaill be seen that the income from i hese itwo sources has not gone upto the

desired extent in spite of the fact that over the years there has been a perceptible increase
in industrial, commercial and housing activity. In fact all the ills afflicting the local bodies
in the state get magnified i in the FMC area placing them in an even sharper focus. The rate
of property tax imposed in FMC area is only 10% against the general rate of 12 5% in
most other municipal councils inspite of the fact that rental values in Faridabad are amongst

the highest in the State.
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13.10 On top of it, even though the assessments are quite low as compared to tl.e
potential, there are huge arrears as would be clear from the following table :-
TABLE NO. 13.5
' PROPERTY TAX COLLECTED/QOU TSTANDING

(Rs. in lakhs)

Year Preperty tax _ Property tax Outstanding
‘ demanded : .collected
(including arrears) o f
1991-92 - 70100 ., - 258.94 | 442,06
199293 -~ T85.00 343.45 441.55
1993-64 &83.3%. 338.23 525.16
1994-95 ,. 967.43 1487.89 479.54
1995-96 . 1079.21 527.56 55165
13.11 Likewise, the octrol receipts tco are rﬁore or less stagnant except for 1995-

96, inspite of the héightened industrial and economic activity because of non-revision of

octroi schedule and large scale exemptions.

. 1

PROJECTED INCOME AND EXPENDITUEE. BY 2001

13.12 Municipal Corporation Faridabzd has worked out the projected income
during next four years in their regular budget by taking 10% annual increase in income
uqder each head and by adjusting actual/assired income from sale of land. Details of projected

iri;::ome under various heads are given in the following table :-
TABLE 13.6 S
INCOME PROJECTIONS DURING THE NEXT FOUR YEARS
(WITH 1996-97 AS THE BASE) '

(Rs. in lakhs)

S.No. Name of Head *1996-97| 1997-98 | 1998-69 |1999-2000 | 2000-2001

1. CAPITAL INCOME o _ _

a). Grant-in-aid under 73914 5000 | 5000 | 50.00 50.00
EWS (1.43) | (0.89) | (0.81). | (0.73) (0.67)

2. TAXES :

a)  House Tax 700.00 | 770.00 ] 847.00 | 931.70 1024.87
: (13.52) | (13.66) | (13.73) | (13.64) (13.65)

b) Octroi .| 1600.00 | 1760.00 | 1936.00 | 2129.60 2342.56

. 30.89)] (31.23) | 3137 | (3117 (31.19) |

¢): Water Rates 300.00 | 33000 [ 363.00 { 399.30 439.23

. (5.79) | (5.86) (5.88)  (5.84) (5.85)
d). Electricity . 70.00 | 77.00 34.70; 93.17 - 102.48
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PROJECTED EXPENDITUI‘.;E FOR NEXT FOUR YEARS.

13.13

Duty (135 | a3n | (137 (136) | (1.36)
e) Others 3.00 3.30 3.63 3.99 439
(0.06) | (0.06) | (006) | (0.08) (0.06).
3. LICENCES & FEES ‘
a) Stamp Duty 250.00 | 27500 | 300.50 33275 | 366.02
“83) | 38 | (490 (4.87) (4.87)
b) Extension Fees 260.00 | 22000 | 242.00 266.20 | 292.40
3.86) | (3.50) | (392) (3.90) (3.89)
¢) Advertisement 50.00 25.00 2500 55.00 60.50
Fees (0.96) | (0.44) | (0.41) (0.80) (0.81)
d) Others 21196 | 233.15 | 23647 | 28211 310.33
' .09) | (4.14) | (3.83) (4.13) (4.13)
4. MUSC.
a) Sale of Municipal 1550.00 | 170500 | 1875.50 | 2063.05 2269.35
land/EDC (29.93) | (30.25)| (#039) | (30.19) (30.21)
b) Development Charges 50.00 55.00 60.50 66.55 73.20
(0.97) | (0.98) 098) [ (097 (0.97)
¢) Others ‘12000 | 13200| 145201 15972 | 17569
(2.32) (238 235 (234) (2.34)
GRAND TOTAL 317887 | 563545 | 6171.50| 6833.14 | 7511.02
(10000 | (100.00) | (100.00) | (100.00). | {190.00)
*NOTE : Projected on the basis of 6 months actuals. ~
ABSTRACT OF INCOME DURING THE NEXT FOUR YEARS
(Rs. in lakhs)
S.No. Name of Head 1996-97 |1997-98 | 1998-69 | 1999-2000 [2000-2001 °
1. Capital income 7391 | 50.00 50.00 50.00 50.00
) (1.43) (0.89) (0.81)} (0.73) (0.67)
2. Taxes | 2673.00 [2940.30 3234.33 | 3557.76 3913.53
(s1.61)} (52.18) |  (52.41) (5207 | . (52.1D)
3. Licences & fees 711.96 | 753.15 805.97 | 936.06 | 1029.25
' (13.74)} (13.36) (13.06)| (13.70) (13.70) -
4, . Misc. 1720.0¢ [1892.00 | 208120 }2289.32 | 2518.24 !
(33.22)| (33.57) | (33.72)| (33.50) (33.52)
5178.87 |5635.45 6171.50 | 6833.14 7511.02
(100.06)|(100.00) |  (100.00)| (100.00) (100.00)

Projections of expenditure for the next four years have been worl. ed out by

the corporation by tzking 10% norma. increase in expenditure against salary, 20% increase
on account of increase in salaries and wages on account of Sth. Pay Commission report,
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15% increase in contingency and miscellaneous heads and 20% increase in original works.
Details of projected expenditure are given in the following table :

- TABLE 13.7

PROJECTED EXPLN])I’J{‘URE DURJ[NG NEXT FOUR YEARS
(WITH 1996-97 AS THE ].ASF)

Sr.No. Name of Head *1996-97° {1997-98 |1968-99 |.1999-2000 |2000-2001
1.* Salary 2200.00 | 2904.00 {3195.00 [3514.00 3865.0C
k o ~(40.51) (42.34) | (42.26) | (40.33) (38.45)
2. CONTINGENCY i | T o
" (Furniture, Uniform 12550 | -144.32 165.96 | 190.85 21947
- Telephone bills, Diesel| {2.32) (2.10) {2.20) |- (2.19) {2.18)
" fPetrol : | o
3. DEVELOPMENT WORKS
Roads " 633.41 760.09 912.11 | 1094.53 1315.43
1 (1189) (11.08) | (12.0% | (12.56) (13.07)
Drainage/Sewerage 237.11- 284.53 341.43 | 409.72 - 491.67
S : (4.38) (4.15) (4.52) 470 | (489
. Water supply 1021.8C | 1226.16 |1471.39 | 1765.67 2118.80
" (including Minor - (18.86} (17.88) | (19.46) | (20.27) {21.08)
augmentation works) | : 1 : '
Street Light . 238.35 286.02 343.22 | 411.86 494 .24
_ ] {4.40) (417) (4.54) (4.73) (4.92)
' Parks - ’ 85.13 | 102.15 | 122.58 | 147.10 176.52;
(1.57; (1.49) (1.62) | (1.6%) (1.76)
Library 49.84 59.80 71.76 86.12 103.34
B : . 10.92; (0.87) (0.95) | (0.99) (1.03)
Municipal Original 33.98 40.77 | 4893 58.71 70.40
waorks (office, octroi, | (0.63} | - (0.60) (0.65) | - (0.67) -~ (0.70) .
-« quarters for Emplovees). [ o _
Crusher Zone 27295 | 32184 | 4584 S0.50° 55.50°
' (Basic services | (5.04) (4.69) |- (0.61) | (0:58) - (0.55)
- crusher Zone) . | S ' .
Site & Services 157.56 | 436.10 | 51748 | 622.16 | 73795
(Sector23/52,49 1 (2.91) (6.36) |  (6.84) | .(7.14) (734
. Surya Nagar, Pargati Vibar Aravali Vihar) - ‘
Others | 5154 61.84 | 7421 | 89.06 106.87
- | (0.95) (0.90. (0.98) | (1.02) (1.06)
_ Miscellaneous 31000 | 230.80 | 249.73 | 27222 | 298.70
' ‘ (5.72) (3.37} ¥3.30) (3.13) (2.97)
Total T B4T7.017 | 6858.42 | 7559.64 |8712.50 10051.89
(100. ODI (100.00} |(100.00) |(100.00) (100.00)

*Note PrOJected on the ba51s of 6 months a:.tualb
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ABSTRACT OF EXPENDITURE DURING NEXT FOUR YEARS
(WITH 1996-57 AS THE BASE) B o

(Rs. in lakhs)
Sr.No.| Name of Head 1096-97 | 1997-98 1993-99 | 1999-2000 {2000-2001

1. Salary 2500.00 | 2904.00 | 3165.00 | 3514.00 | 3865.00
(40.61) | (4234) | (42.26) | (40.33) (38.45)

2. | Contingencies . 125.50 144.32 165.96 190.85 219.47
| | @3 | @10 @20 | @9 (2.18).

3. |Original works | 2781.67 157630 | 394895 | 473543 | 5668.72
| (5135) | (5219) | (52.24) | (54.39) (56.40)

4, Miscellaneous |.  310.00 | 23080 | 249.73 272.22. | 298.70
_ (5.72) 33| (330) G131 (29N

Grand Total SA1717 | 6858.42 | 7559.64 | - 8712.50 |-10051.89

(100.00) | (100.00) | (100.00) | (100.00) | (100:00)

. PROJECTED REQUIREMENTS OF FUNDS FOR ON GOING AND
REGULAR SCHEMES DVER THE NEXT FOUR YEARS (1997-2001})
(Rs. in lakhs)

Sr.No|Name of Head - | 1957-98 1993-99 1999-2000 | 2000-2001
L. Income 563545 6171.50 683314 | 751102
2. © Expenditure 685842, | 7559.64 | 871230 | 1005189
3. Deficit 1122207 | (9138814 (-1)1879.36 | (-)2540.87

13.14

A few broad okse rvations raay be made regzar dmg the ﬁnanclal po‘;mon asit

has emerged for the past pericd 1591-92 to 1993-96 and the' pl'Q]eCtiOI'lS whlch have been
worked out till the year 2000-2001. First of all, it may be stated that the per capita figures
(para 13.5) give a somewhat rosy p{cture, in as much as the "per capita experidi.l:ufe in the
FMC area in the year 1995-96 was Rs. 537.81 which ,‘_was much higher than the
corresponding figure in-other municipal areas in the State. The figures of réceipt and
expenditure in respect of FMC include figures on accourt of water charges in accordance
with the prex allmg practice, waereas the receipt and expe nditure on this account are shown
separately in the Public Health I Iepartment receipts in res pet,t of other 80 munic: ipal towns
as water supply in these areas is mc.na zed by the PH Depm'tment Moreover, there is a very
large i income from the sale of land and mu ruczpal buildings wluch has been of the order of
Rs. 13.15 crores per annum which is not one of the normal recelpts in other mumclpahtw'

If we exclude these two items for purposes of comparison, the per capita receipts even in
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the FMC area as at present would no: be materially different from the per capita income of
the other municipal councils in the State. All the same the Corporation feels that income
from the sale of land will continue i:n.the: next 5 years and as such the income from this
source and external developraent charges has been projected to increase from Rs. 15.50

crores in the year 1996-97 to Rs. 22.69 crores in the yeuar 2000-2001.

13.15 While making 1he projections for the four years period 1997-2001, the overall
income is shown to go up to Rs. 75.11 crores in the year 2000-2001 against expenditure of
Rs. 100.52 crores there by showing a deficit Rs. 25.41 crores. The major reason for this
increase in deficit is much kigher expenditure on account of salaries. During the year
1996-97 the salary bill is estimated at Rs. 22 crores which constitutes 40.61% of the total
estimated expenditure of Rs. 54.17 crores in that year.' The estimated higher expenditure
in the subsequent year 1997-9% is due ta increase in the wage bill which is likely to arise
because of the implementation. of the Report of the Fifth pay commission and minimum
in-escapable expansion and this is partly responsible for the very high deficit in the subsequent
years. The irresistable conclusion is that further expansion of staff would have to be severely
restricted, atleast in the services séctor, for undertaking any serious attempt at balancing
of the budget and there would necessarily have to be a large scale fecourse to privatisation

in this regard.

13.16 It may be stated that the amcunt of Rs. 22 crores shown as salary dufing
1996-97 includes not only expenditure on general administration but also the e:xpenditure_
on staff engaged on water supply and other municipal works, A large part i.e. Rs. 6.11
crores is on account of staff engaged on water supply alone. In fact the deficit on account
of water supply is a matter of considerable concern. The expenditure shown on this account
in the budget head “water supply” during 1996-97 is Rs. 10.21 crores which of course
includes minor augmentation of linies here and there, and adding another Rs. 6.11 crores
on account of salaries, the total expenditure on water supply would be Rs. 16.32 crores
against which ﬂ1e realisation during the same year would be only Rs. 3.00 crores ‘This
under-scores the need for increasing the water charges on a very urgent basis and the issue
is being dealt wi‘th separately as well. The part of the town lying on the western side of the
Delhi-Mathura road is severely starvad of water because the underground water is brackish
and as such it has become nzcessary to take up a major wafér supply project forlli‘ﬂ:ing
water from the bed of the river Yamuna, Accordingly, a major scheme for installing .Ranney

wells has been proposed and finds a place i? the FMC’s perspective plan.



13.17 Another serious ]:1roblem relates to the recovery of external development
charges from unauthorised colonies. The government has been approving various
unauthorised colonies in earlier Complex areas and the present Corporation arcas frofit
time to time. The development charges fixed by the Government are Rs. 60 per 5q. yard
which are quite low and have becorne quite irrelevant as the present cost is of the order of
Rs.300 per sq. yard. Even with these low developraent charges fixed by the government,
the total amount recoverable as development charges from the unauthorised colonies
numbering 33 amounted to Rs. 1663.54 lakhs. The residents of these colonies are reluctant.

to pay even these charges and recovery upto 30.11.1995 has been only Rs. 230.32 lakhs.”

13.18 A distressing fact brought to our notice is that the amounts received as
external develpment charges have nct been reserved for the development of the areas
covered under the schemes but the finds so made available have been spent/diveried to
provide services to other developed areas elsewhere. Ancther major problem which could
now be faced while formulating T.P. Schemes is that Section 203(1) of the Haryana Municipal
Act. 1973 (comparable to section 267(1} (c) of the Haryana Municipal Corporation Act,
1994} has been struck down by the Supreme Court vide their order of July 15, 1994 and
henceforth it would become necessary to pay compensation for land acquired for public
purpose including that used for public streets. The other major problem of course is that of
realising the external development charges and while these can be realised under section
130 of the Municipal Corporation Act by declaring them as arrears of land revenue, the
procedure is quite cumbersome. There are no ready answers or solutions for these problems
but a way has to be found out by the FMC adminstration and the Local Government
Department so that additional resources are made available for undertaking urgent
development works. The Commissian feels that the feasibility of promulgating a separate
enactment for the recovery of such external development and other charges should be

urgently examined.

13.19 Farlbaded is facing a very major problem of stums in as much as out of
estimated population of 10 lakhs in the yar 1996, about 1.5 lakhs populatjon is comprised
in jhuggi clusters. While some of these jhuggi clusters are located on public parks ard
others on municipal lands, sone clusters a-e either on HUDA land or on the evacuee land
which is with the Rehabilitation Department. This problem has to be tackled on an ufgént
basis if Faridabad is to grow iato & model satellite town of Dethi and this would involve

considerable expenditure which} klx_aﬂs act been included in the normal budgetary projections.
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A separate scheme for the resettlement of about 10,000 families located on parks/municipal
common land called the Bapu Vihar Housing Scheme has been prepared for which projections

are being made separately. -

PERSEPECTIVE PLAN TILL THE YEAR 2001

13. 20 While the FMC has prowded for on gcunp mumclpal services like water—
supply, samtatxon sohd waste manaement roads stree t-lights, parks and pld ¥ grounds on
the present pattern from its regular budoetary prowszon it also proposes to take-up certain
major additional schemes like {a) the Ranney-wells scheme, (b) Bapu Vihar resettlement
scheme for jhuggi dwellers and (:cj develcpment of :v\'lat'er-sup:ply, surface drains and roads
in recently regularised colonies as special development projects to be undertaken during
the next five years. The perspec tive plan for these propnsed new projects by the year 2001

is as under -

RANNEY WELLS SCHEME |

13.21 The population of the Farldabad town as perﬁ the 1991 census was 6.18
lakhs. The approximate populztion at present is about 10.5 lakhs. Faridabad is facing severe
water scarcity on the western sicle of Delhi - Mathura read. The only mode of water supply
so far has been through tubewells. However, the discharge of tubewells which number
a_rouod 280 at the moment is going down day by day. Moreover, the quality of water
which is being pumped thfough' some of tllese tubewells on the western side of Delhi-
Matﬁura road has gone down and in some cases it has been even declared unfit for human
consumption with the result that these tubewells would have to be abandoned On the
western side of Delhi-Mathura road, m most of the areas llke Dabua colony, J'awahar
colony, Parvatiya colony, Sanjay colony, the underground water 1s bracklsh ar_ld it 1s not
possil;le to oro‘;ide tubewells in these areas. The present residential/commercial and
ihdustrial demanid of water is 501.50 lakbs gallons per day whereas the present production
of water with the help of 280 tubewells is 380 lakhs gal lons per day. The present short-fall

is thus 121.5 lakhs gallons per day.

]
13 22 'I‘o over come the shortage of water, 5pe:cia.lly on the western side of Delhi-

Mathura Road, a scheme based on ranney wells has been aoproved by the Government

based on two Ranney wells and 13 deep tubewells to be installed in the Yamuna river Belt.
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This scheme will provide 83 lakh gallons of water per day which will cover the shortage of
water on the western side of Delhi-Mzthura road. The scheme is to be executed by State
PHED and Haryana Urban Development Authority. The cost of this scheme will be shared
in the ratio of 50:40 and 10 by the FMC, HUDA and the State Government . respectively.
The Municipal Corporation has a!'feady paid Rs. 4.75 lakhs to the State PHED for carrying

out the survey of the aforesa;d ,cheme

13.23 The approximate cost for prowdmg two ranney wells (cost Rs. 680. 00 lakhs)
and rising mains and various uncer; ground t.ank*, and 13 tubewells (cost Rs. 2600 lakhs) will
be Rs. 3280.00 lakhs. 50% of this cost, that 1s, Rs. 1640.00 1akhs w111 be horne by the
Corporation. 40% cost (Rs. 131 200 lakhs] by HUDA and 10% cost (Rs 328 00 Iakh‘ ) by

the State Government.

13.24 . The expenditure of Rs. 1640.00 lakhs as above (that is share of FMC)_and
expenditure of Rs. 1263.38 lakhs on the distribution lines from various under groun_d ‘g:anlgs
to the present distribution system will be borne by the corporation in five years. 70% of this
expenditure of Rs. 2903.38 lakis would be financed by way of loan from HUDCO to be

paid back in fifteen years, as per details gi've below :

TABLE 13.8

© i ——

RANNEY WELLS

* (Rs. in lakhs)

Sr.No. | 1 1996-97 | 1997-98 | 1998-99| 1999-2000 | 2000-2001
1. Total Projected Expd. |193.560 |580.680 |63&.740 716.170 | 774.230
2. LoanfomHUDCO  |119.550 [478.204 [476.204 | 478.204 | 478204
3. Contrbution of MCF 74.010 | 102,476 [160.536 237.966 | 296.026
4. Repavraent of loan 20.920 |216.387 |276.362 336.337 | 396.311
5. " MTC. of assets '- - - - | R
Net expenditure (3+4+5)] - 94.930 | 318.863|  436.898| 574.303 692.337
-13.25 _The instalment of repayment of HUDCO loan have been worked out by

‘taking 17! annual rate of interest as per ter ms. and conditions of HUDCO In the ﬁrstr
year only interest amount on the loan received in 1st instalrnent will be paid and in subsequent

.years the instalment will consist of 1/15th share of principal amount of loan plus interest.

-
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BAPU VIHAR RESETTLEMENT SCHEME -
13.26 As already remarked, this scheme has been formulated largely to provide
better living conditions to those slum dwellers who are located in green belts, road
reservations and project sites and are to be resettled by providing built up houses at suitable
locatlons near to their work place. In the first phace of the project, acquisition and
development of land (180 acr e&.) sh.ﬂl be cornp]eted for re-settlement of about 10 000
slum families. Financial assistance to the tune of Rs. 13.48 crores shall be ol)talned from
HUD_CO for the first phase. Internal development in the form of water_sup]ply, dramage
and sewerage, roads and strest-light shall be provided out of the loan amount and the
remai’oing community facikities:'like'community centres, dispensaries, Health centres,
schools etc. shall be got constructed by FMC through P lbhc pamclpanon and by providing
matchmg grants to various mStiTlHlOnS

1327

crores for site development and Rs. 71.50 crores for construction of 10,000 dwelling units.

The total project cost is placed at Rs. 87.36 crores, comprising of Rs. 15.86

85% of the pfoject cost i.e. Rs. 7425.60 lakhs will be taken as loan from HUIDCO and the
remammﬂ 15% cost of the pro Jel,t i.e. Rs. 1310.40 lakhs will be borne by the Lorporaﬂon
The repayment of ]oan will be recovered E'rom the beneﬁc1ar1es ina perlod of fifteen vears

in quarterly instalments.

1328 . Total project expenditure, loan from HUDCO, contribution of FMC and
repayment of loan instalments during next five years hitve been worked out as per details
given in the following table :- |

TABL]E 13. 5

BAPU VIEMR HOUSING SCHEME

(Rs. in Lakhs)

S.No, Name of Head

1996-97

1997-98 | 1998-99 {1999-2000 |2000-2001

1. Total projected expd. 582.400| 1747.20 | 1921.92| 2154.88| 2329.600
2. Loan from HUDCO 436,800| 1747.20 | 1747.20 | 1747.201 1747.200
3. Contribution of MCF (15%) | 145.600 ' - 174.01 407.68] 582.400
4. Repayment of loan . 58.968} 723.05 892.09| 1061.13 | 1230.174
5. Maintenance of Assets - .. . - - - -
~ Net Expd. (3+4+5) 202.568] 723.05 | 1066.10 | 1468.81[1812.574
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DEVELOPMENT OF WATER-SUPPLY, SURFACE DRAINS AND ROADS IN
REGULARISED COLONIES : ‘

13.29 At present hear]yi 60000 families (3.0 lakhs population) are living in 41
regularised colonies around Ballabgarh, NIT Faridabad and Old Faridabad towns.-These
colonies are spread over on ar area of about 950 acres. These colonies are lacking even
basic services like drinking water, surface drains, roads etc. It has been estimated by the
corporation that about 250 kms length of roads of average width of 12 are reqmred in
these colonies. Slrruia_rly requirement of surface drains ia these colonies is about 350 kms.
To ensure drinking water to the residents of these colonies 120 lakhs gallons of water per
day will be required for which approximately 130 tubewells would need to be installed and
about 224 kms. of distribution lines will be required. '
13.30 The Government has consicered the demand of the residents of these col onies
for their regularisation in the past. As per decision of the Government, the residents of
these colonies are required to pay develcpment charges @ Rs. '60"/_- per sq. yd. whereas the
actual development cost for provision of even basic services comes to nearly Rs. 300/- per
sq. yd. Regularisation of these colonies has resulted in heavy additional burden on_th_e
budget of the corporation.. | .

13.31 Considering the repeated requests from the res:dents of these* colomes for

provision of basic services, municipal ccrporation Far xdabad propose to prowde water
suppiy surface drains and roads in these regulansed colonles by 2001 mvolvmg an

expenditure of Rs. ‘38 crores as detailed below -

TABLE 13.10

DETAILS OF SERVICES TO BE PR OVIDED Il\ REGULARISED COLONIES
| (Rs. in lakhs)

Roads BOE Water supply .. |- Drainage
N.LT. Cost Rs. 591.83 1031.16 935.65 1237.65
Colonies Length 99.806 kms. 91351 sqm 82 Nos. TW 266.17 km.
- ] 133.085km, '
B/Garh Cost Rs - 389.3¢ - 60.70 ¢ 471.73 L TTT9T
Colonies Length | 65.67kms, | \537_22 sqm. | 38 Nos. TW. | 167.306 k.
| | | 79953km |
Old FBD Cost Rs. 3921 43.98 Seorz | 11598
Colonies Length | 6.613 kms. 38943 sqm.| 10Nos. TW..| 24.915km.
. - 10.075 km. s
Total Rs. 1020.42 - 1135.84 151250 | © 0 .2131.64

Net Total Rs. 5800.41 lakhs

Say 58 crores.
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13.32

The year wise projected expenditure for provision of water-supply, surface

drains and roads in regularised colonies have been worked-out by the corporation as detailed

in the following table :-

TABLE 13.11-

PROJECTED COST OF DEVELOPMENT WORKS IN APPROVED

CO LONIES

(ROADS, WATER SUPPLY AND SURFACE DRAINS)

Years (Rs. in lakhs)
1996-97  |1997-98  11998-99 | 1999-2000{ 2000-2001
1. Total Projected expd 337.00 [1160.00 {1276.00 | 1431.00 1546.00
2. Loan from HUDCO - - -1 . -
3 M.C.F. contribution 387.00 |1160.00 [1276.00 | 1431.00 | 1546.00
4, Repayment of Loan S - - -
5. Mtc. of Assets - | 031.00 124.00 226.00 340.00
Total (3+4+5) 337.00 {1191.00 [1400.00 1657.00 1886.00
13.33 - The total expenditure on this project would have to be borne by the

corporation as no loan will be available for these works in approved colonies.

NEW PROJECTS-OVERALILL ADDITIONAL REQUIREMENTS

The additional expenditure required to be incurred by the.FMC during the five years period

1996-2001 is indicated below -

ADDITIONAL BIEQU[RE‘/IENTS OF NEW PROJECTS o

I'ABLE 13, 12

(Rs. in lakhs)

S.No. Name of Scheme Years -

_ 1996-97 | 1997-98 | 1998-99 1999-2000 [2000-2001

1. Ranney Wells 54.930 { 318.863 436.898 | 574,303 692,337

2. Bapu Vihar 204.568 | 723.050 | 1066.100 1468.810 1812.574
'Housing Scheme | L R S

3. Dev: works inapproved | 337.000 | 1191.C00 | 1400.000 } 1657.000 1886.000
co]omes R _ _ : L .

Net expendxture (1+2+3) 636.498 |2232.913 | 290%.998 | 3700.113 | 4390.91]




RESOURCE MOBILISAITDN

13.34 In order to meet the deficit in the regular budget and the expendlture on
new schemes incorporated in the perspzctive plan, the FM{ proposes resource mobilisation
by revising the rate of house tax from 10% té 1214%, water rates from Rs. 1 per thousand
litres to Rs. 3/- per thousand litres and octroi rates on Ad-valorem basis (value of goods

instead of weight of goods.)

Water Rates :

13.35 : At present munici paJ corpor atwn Faridabad is producmg 380 lakhs gallons
per day from 280 tubewells. Due to decrease in the under;;round water level the cltscharge
of these tubewells vary from 2500 gallons to 12000 gallons per hour, whereas, the 0;}_¢r§tnonzﬂ
costs like salary, energy charges and maintenance etc. remain almost the .séme for all the

tubewells.

The details of maintenance expenditure on existing ‘water-supply is given in the following

table :-
TABLE $3.13 .
MAINTENANCE COST OF WATER SUPPLY (EXISTING)
| | | " (Rs. in lakhs}
S.No. Name of Head 1996-97 | 1997-98 1998-9% | 1999-2000{ 2000-2001
I. . Salary 720,00 945.00 |1134.00 -| 1361.00° | 1633.00
2.  Energy Charges 780.00 | 358.00 944,00 1038.00 1142.00
3. Mic. of existing assets| 100.00 110.00 121.00 133.00 147.00
Total L | 1500.00 ] 1913.00 §2199.00 | 2532.00 2922.00
Production cost
per thousand
htres of water ' . =Rs. 2,53
13.36 _ From persual 01 the above table it wﬂl be seen that as on date the cost of

production per thousand litres of water comes to Rs. 2.5, The FMC r_ecovers, an amourt
of Rs. 3.00 crores as water charges per year @ Rs. 1 per thousand litres for domestic
consumption, whereas the expentliture on maintenance of warer supply comes to Rs. 16,00
crores. In order to recover the cost of maintenance of watﬁ:r-supply,_ muhicipal cofpor'ation,

Faridabad proposes to raise the water rates from Rs. 1/- per 1000 litres to Rs. 3/- per 1000

L56
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litres during the next 5 years. At present 85% of the consumption is for domestic purposs
and only 15% is for commercial/industrial purposes. The latter category are being charged
a higher rate and a corressponding increase is envisaged in their case as well. With this

enhancement the Corporation will receive 3 times more revenue under this head. Even after

| this i mcrease the sub51disat10n element by the FMC would continue to be quite substantial.

i

OCTROI

13.37 As per existing octroi schedule the cetroi is being collected on the weight of

'goods on the basis of old octroi schedule. Municipal corporation, Faridabad proposes to

chérgé the octroi on ad-valorem (value basis). With this proposal it is expected that the

income from octroi will be doubled in the coming vears.

‘HOUSE TAX

13.38 At ;ﬁresent the rate of house tax in FMC area is 10% of rental vatue of the
property, whereas, in case of the muriicipal councils in the State this rate of house-tax is
]2%% -The corporanon has sent a case to the Government for final notification in the
Govemmem Gazene for revision of the rate of house tax from 10% to 12%%. With this
propo'zal the corporatlon will be able to mobilise 25% additional revenue from this head.
With the 1mplementat|on of these proposal.:., the FMC is | kely to receive additional income

during the next five years as per detai.s given in the following table :

TABLE 13.14

MOBILISATION OF ADDITIONAL RESOURCES
(Rs. in lakhs)

Sr.No:'Name of Head - 19%6-97 |- 1997-98 | 1998-99 | 1999-2000 | 2000-2001

‘1.I‘Octro,i o 666,66] 1760,00 | 123500 2129.60 | 2342.56

2. House Tax 72.91 192.50 211.75 232.93 256,22

3. 'Water Rates - - 250.00; '660.00 726.00 798.60 873.46
08957 2612.50 | 2873.75 | 3161.13 3477.24

OVERALL PICTURE

1339 The overall picture for the EM.C. for the period till the year 2000-2001

ir‘lhchid.iﬁg' the normal bﬁdgetaly deficit and the requirement of funds for the three new

Projects referred to earlier in this Chapter as well as the additional resource mobilisation is
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set out in the table below :-

TABLE 13.15

TOTAL PROJECTED DEFICIT OF MUNICIPAL CORPORATION,
FARIDABAD (1997-2001) -

. (Rs. in lakhs)
Sr. No. MName of Hcad 1997-88 |1998-99 1999-2000 12000-2001 Total
1. Deficit in 1222.97 1388.14 1879.36 | 2540.87 _70‘31_.'_34

regular budset
projections . o
Zz. Requirement of 2232.92 2903.00 3700.11 4390.91 :':13226._94
funds on account of | | B
new proposed projects
3. Total projected 3455.89 429114 357947 | 6931.78 | 20258.2%
4. Additional 2612.50 2873.75 1161.13 | '3477.24 | 12124.62

inconie from raising -

of Ocirol, water charges

and house tax charges. | _ y
3. Net Deficit (3-4) 843.39 1417.39 2418.34 | 3454.54 8133 66
13.40 - The FM.C. has accordingly requested the Commission that the followmg

yearwise grant-in-aid may be recommended for the penc»d 1997-98 fo 2000 2001,

(Rs n 1akhs)

Year Amount of grant-in-aid requlred
1997-98 ' ’ 843.39
1995-99 _ . 1417.39
1999-2000 ' 241834
200¢-2001 3454.54
13.41 We have gone through thes2 projecl:ions ard feel that there is still ﬁlrther

scope for increasing the realisation from the existing sources because of much higher mdusmal
growth and potential for income gene: ation. There is no reason why the realisation ﬁ‘om
octroi particularly, on account of the larger production of electronic and electrical goods,
should not go up much more rapidly than vhat is buaing ernvisaged by EM.C. In regar'd' to
house tax we have sugoested an "area-linked" schame -which already stands adopted in
bigger m¢=tropo]1tan areas like Bang,alore Hyderabad and Patna and we can, w1th

justification and ‘without undue burden on the poorer sections, almost double the income
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from this source. Reference has already been made to large mLmicipal and comrmon lands
available to the FMC and there is definitly scope for having more Town Planning Schemes

which can generate substantial additional income,

13.42 The Commission has carefully considered tHé question of additional
resources required by the Faridabad Corporation. While there is no doubt that the
Corporation is much better placed then most of the Municipal Councils/Commttees, it is
also a fact that its commitments are much higher and it requires much heavier investments '
in infrastrurure. As has been exalained earlier in detail although there is scope for generating
additional income the net deficit is expected to increase steeply in the next five years.
Faridabad is the only Corporation of its kind in the state and has taken up some vital and
inescapable schemes like augmen:ation of water s‘upply, particularly for areas on the western
side of _ the
Delhi-Mathura Road, ré-settling 10000 families who are presently living in sturas right in
the heart of the city and for providing basic services to a number of colonies which have

been regularised in the recent past. The total deficit for the period ending 2000-2001 on

~ account of these new schemes hes been worked out at Rs. 132.27 crores and even if some

of these schemes get delayed cr staggered, substantial additional funds would be required
even for their partial impiementation, The commission, therefore, feels that there is ample
justi.ﬁcation for giving grant - in - aid at the rate of Rs. 50/- per capita to the Municipal
Corporation Faridabad as well. On the basis of the 1991 population, this would lead to a
devolution of Rs. 3.02 crores in 1997-98. With.a 10% escalation every year for the subsequent
years, the year wise grant in a:d recommended for the Fariclabad Municipal Corporation

would, thus be as follows :

(Rs. in crores)

1997-68 1298-99 | 1999-2C00 |2000-2001 | 1997-2001

Grant in Aid 3.00 3.40 3.74 4.11 14.34

]

We, however, fzel that it is necessary for the FMC to fully tap its potential for raising
additional resources at its own level. It vould be, therefore appropriate to impose a condition

that to avail of the grant in aid o' Rs. 50 per capita the Faridabad Municipal Corporation

- will have to raise an equal matching contribution at its own level.. We are suggesting a
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slightly different dlspersaﬂon for Fanc[abad Municipal Corporation as comp'ued 1o
Comnmtees/Councﬂs ]ceepmsr in view the fact thaL it is ruch better placed as compared to
the later in the matter of ralqmg OWN Iesources. The other performance criterion w1th

regard to mumc1pal councxis/ccsmmutees (Chaper XII) will also equally apply to FMC
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CHAPTER - XIV

TRANSFER OF AREAS FROM HUDA TO FARIDABAD MUNICIPAL
CORPORATION - SHARING OF REVENUE.

14.1 “ Under the provisions of the Haryana Urban Areas (Regulation and Devélopment) Act,
coloﬁies de;veloped by private colonisers after approval of the Director Town and Country Planning,
Haryana are transferred to local authorities after obtaining 4a éertiﬁ_cate form the Director that all
development works have been completed in the area. A similar provision exists in the FLU.D.A. Act
for transfer of sectors developed by H.U.DI.‘A. tol local authority, namely, the Municipality. In the
Faridabad-Ballabgarh Complex, the Faridabad Municipal Corporation is the local authority to which
areas developed by either private developers or HU.D.A. have to be transferred after development
for maintenance of various services. La.rgé areés, _both industrial and .residential, have been transferred
by H.U.D.A. which is the major developer in the area, to the Faridabad Municipal Corporation ovér
a period of time and HU.D A, continues to develop hew areas after acquisitidn. The Faridabad
Municipal Corporation has brought to the notice of the Commission certain issues which have been
outstanding between the two organisations and has further claimed that the Corporation is experiencing
great difficulty apart from financial loss because of lack of decision on some of these outstanding
issues. The position with regard to some of these pending issues is mentioned in the succeeding

paragraphs.

14.2 ' The Municipal Corporation Faridabad has taken over 27 residential and 13 industrial
sectors for the maintenance of various‘servi'ces like water supply, roads, sewerage, street lights,
maintenance of parks etc. from H.U.D.A. This was consequent 1o an agreement betweén the two
organisations signed in this regard in January, 1991 and approval for which Awas conveyed by Chief
Administrator H.U.D.A. in April, 1991. The transfer of sectors was aiso accompanied by the transfer
of large nurnber of employees from H.U.D.A. to the then Faridabad Complex Administration wh:ich

has subsequently become the Faridabad Municipal Corporation.
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The following problems have been highlighted by the Corporation before us with regard to

this transfer of sectors to the Corporation :-

(1

(2)

The transfer of about 1250 employees to the Municipal Corporation by H.U.D.A. has
adversely affected the resources of the Corporation. The total revenue from HU.D.A.

sectors for the period 1-4-92 to 31-3-95 was Rs. 9.34 crores whereas during the same

period the salary bill of the transferred employees amounted to Rs. 8.13 crores. Taking

 into account other expenditure like Rs. 7.90 crores on electricity bills, development

works, on water supply, sewerdge etc. amounting'to Rs. 4.57 crores and other
maintenance works, amounting to Rs.5.31 c.rores a total expenditure of Rs. 25.91
crores WaSincurred during the three years againét the total income of Rs. 9; 34 crores.

Thus it is clear that with the transfer of secfors, the Corporatlon has been given a lot of

hablhty with very little source of revenue.

When the Municipal Corporation takes over colonies developed by private persons, it
levies charges for correcting the deficiencies in internal services as well as proportionate
external development charges. Apart from this, the Corporation also charges the Building
Plan fee for scrutiny of building plan and composition fée to compound violations,
malba fee, water and sewerage connection charges and refundable security thereof.
These charges are claimed irrespective of the fact whether the area has been taken
over by the Corporation or not. In addition to this ownership of fand falling under sites
meant for community facilities and undetermined uses also vest with the Corporation.
Contrary to this, in the case of HU.D.A. none of these charges are levied by the

Corporation but the benefit of all the above charges goes to HU.D.A. even though after

the transfer of these sectofs, H.U.D.A. does not discharge any civic functions in the

o ..transf‘grred area. Building plans in the transferred sectors continue to be sanctioned by

H.U.D.A. and the fee for sanctioning plans as well as for compdunding offences is also

claimed by H.U.D.A. Apart forrn this, ownership of parks, public utility and

~undeterrmned use of land all vests with HU.D.A. It is, therefore, clear that with the

transfer of sectors all liabilities for maintaining civic services has been passed on to
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14.3

the Corporation whereas sources of income which normally should come to the
Corporation continue to remain with H.U.D.A. even though it has no role to play so far
as civic amenities are concerned in the transferred area. The Corperation has, therefore,
réquested for passing on these charges after collection tb the Corporation or it should
itself be empowered to collect these charges as is done in the case of private colonies

transferred to it.

Inthe case of transfer of property taking place within the jurisdiction of the Corporation,
the Corporation gets 3% of share of stamp duty as per nbtiﬁcation issued by the State
Government. The rates of land in H.U.D.A. are quite high but in most of the s.e'ctoré
transfer is allowed of H.UD.A. plots without insisténce by HU.D.A. on registration
and apprdval is accorded for transfer by charging a nominal fee between 10/- to 30/-
rupees per sq.yard which also goes to HUD.A. It has been claimed that this kind of
transfer without registration is c'ausing a financial loss to the Cofporation. In any'case',
in the absence of registration the full transfer fee which now goes to the credit of

H.U.D.A. should be passed on to the Corporation to avoid loss to the Corporation.

. 4o

Comments of the HU.D.A. on the points raised by the Faridabad Corporation were

obtained from the Commissioner and Secretary, Urban Estates and Town and Country Planning

Department. The department has not replied on merits to the various issues raised by the Corporation

but has only reiterated that transfer of various developed sectors in Faridabad from H.U.D.A. to the

Corporation was with the full consent of both the parties. It has been further mentioned that 15% of

extension fee was to be retained by H.U.D.A. for maintenance of trunk services. It is clear that while

from the side of H.U.D.A. the State Government in the Urban Estate Department was.fully in the

picture, in the case of the Corporation (the then F.C.A.) the Local Government Department was not in

the picture when some major pblicy decisions were taken. Since the department had not chosen to

reply to the points raised by the Corporation on merits, after a careful consideration of the various
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issue raised by the Corporation, our views on the subject are as below :-
{) EXTENSION FEE

Extension fee with regard to unbuilt plots is being passed on to the Corporation after
retaining 15% for maintenance of trunk services. This appears to be a sound anangement since major

trunk sérvices will have to be maintained by HU.D.A.
(I) BUILDING PLAN FEE/COMPOSITION FEE

The point raised by the Corporation is that in the fransferred sectors, HU.D.A. does
not undertake any- activity by way of providing civic services and all these are being provided by the
Corporation. However, building plans continue to be approved by HU.D.A. under the HU.D.A. Act
and composition fee is also levied by HU.D.A. fer vaﬁous violations. It etand to reaéon that the area
which has come within the purview of the Cofporat_ion should be governed by the rules and regulations

applicable under the Corporation Act and building plans of the area will also have to be approved by

the Corporation under its bye-laws. Until this is formally done the Corporation can not claim the |

building plan fee/composition fee for plots which continue to be governed by the HU.D.A. Act. This
- would also necessitate change in the provisions inthe HU.D.A. Act to stipulate that areas which have
been transferred for the purpose of maintenance and civic services will be governed by the provisions
of Corporation Act for the purposes of approval of building plan, composition of offences etc. This
matter needs to be sorted out between the two Departments at the Government level after discussions

so as to undertake the requisite amendments in the Acts concerned.

(IIT) TRANSFER FEE

It has been pomted out by the Corporation that normally for transactions takmg placein
the Municipal/Corporation area 3% of stamp duty comes as the share of the Municipal/Corporation
concerned whereas in the case of Plot/Sectors transferred by H. U D.A. transfer of plots is allowed
without registration and the transfer fee is also claimed by H.U. D.A. Under. the rules and regulatlons
applicable in HU.D.A. the plot is allowed to be transferred thrice on payment of transfer charges
without insisting upon registration. This is so because transfer can take place even without the payment

of the full price of the plot since after the transfer remaining instaiments rega'f.rding the price of the plot

continue to be paid by the transferee and he is governed by the_j same terms and conditions applicable
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to the original allottee. Thus the claim of the Corporatron that non registration leads to a lot of loss of
income to the Corporation has no sound basis. However, there seems to be no justification for HU.D.A.
to ciaiming the entire transfer charges since there is no further liability of H.UD.A. with regard to
such plots and the process involved in granting approval for transfer is very simple and a matter of
routine. Thus, in our view the transfer fee stands on the same footing as extension fee for non-construction
with regard to plots and there is every reason to pass on this entire amount to the Corporation in the

case of transferred sectors of HUD.A.

(IVY OWNERSHIP OF PARKS/PUBLIC UTILITY AND LAND UNDER UNDETERMINED
USE. - | g |

The Corporation has claimed that at the time of taking over the sectors the ownership
of the Par'ks"‘Puinc utilities and Jand under undetermined use which has not been elisposed of should'
vest with the Corporatron since H.U.D.A. does not undertake any civic services in that area. The pomt '
of view of I—I U.D.A. is that the sectors have been transferred only for mamtenance of civic services
and there is no transfer of ownershrp to the Corporatron. Pieces of land lying undisposed ¢an 1be put to
use mbsecjﬁeritly by HUD.A depending upon the requirements of the situation. We do not find much
subs:ance in the claim of ownership n'rade for the purpose of maintenance and ‘;‘Jre\'/isieri"slof civic
senvices in the transferred area. The ownership of plots remains with individiial owners and other
areas in possessron of H U. D A continue to be in their OW['le]'Shlp Thus the Corporatlon can have no”

rrghr 1o claim the ownershrp of land Iyrng undrsposed of belongmg to HUD.A.
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CHAPTER XV

RESOURCE MOBILISATION BY THE URBAN LOCAL BODIES
AND SHARING OF TAXES

15.17 " "'Under its tefms of reference, the Commission, is required to make recommendations
on the principles which should govern the distribution between the State and the municipalities on the
net proceeds of taxes, duties, tolls and fees leviable by the State, allocation between municipalities of
all'lévels of their shares of such proceeds, determination of sources of revenue to be assigned to the
municipalities as well as grant-in-aid to the municipalities from the consolidated fund of the State.
The Commission is also e);:pected to recommend measures which are needed to improve the financial
position of the municipalities so that they are able to function as eﬁ‘e_cti\te tnstmptents of self-governance.
D_.uting di_SCPSSién_S__:ileld_ at various le.vells the_.po,i‘n_t_s mentioned above were gone into in detail‘ _ny the
(;orprhissi‘on.,i -The question of allocating some _ehere_fro_m the tax resources of the State;was,duty
considered alongw_ith the question of earmarking certain levies for the sole beneﬂt of t-he local bodies.
However, the consensus was in favour of i 1mprovmg the resources of these bodtes at the local level in
such a way that they do not have to depend too much on State Govemment s grants and are able to ralse
resources by their own efforts. The working groups set up on “Augmentauon.ef resources” in the

conference of State Finance Commissions has also strongly advocated such a policy of raising resources

at the local level to ensure financial autonomy of these bodies and reduce over dependence on

government granté. Based on discussions and suggestions which emerged during these deliberation‘s
with elected representatives, the Commission after careful consideration has decided to recommend
the following steps in this regard. While making these recommendations care has been taken to ensure
that they serve as elastic sources of revenue and generate sizable resources to the local bodies without

creating any hardship to the pocrer sections of society.
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1. OCTROIL

15.2 Among the tax revenues available to the local bodies invarious States, octroi is one of |
the most important sources of revenue throughout the country. The power to levy octroi is bestowed
on the local bodies by virtue of entry 52 of the State fist in the 7th Schedule of the Constitution,
whereby they are empowered to levy taxes on goods brought into local area for consumption, use or
sale. In Haryana in the case of Faridabad Municipal Corporation, octro: accounts for 60 to 66 percent
of the Tax revenue and in the case of Municipal Councils and Municipal Committees also it accounts

for 64 to 69% of the Tax revenues of these bodies.

15.3 - Even though octroi is a very elastic and profitable source of revenue to the local bodies,
there has been frequent criticism of this lévy and pressure has been building up for abolition of octroi
and its replacement by a source of revenue which is easy to collect, involving no tax leakages and also -
does not lead to detention of vehicles and resulfant_ delay in transport of goods leading to escalation of
costs. The lobby of traders and transporters has been-persistently criticizing the levy of octroi which
has led to the abolition of this levy by certain States. It already stands abolished in 16 States and 3
Union Territories whereas it continues in 9 States and 4 Union Territories. The Zakaria Committee on
Augmentation of Financial Resources of Urban Local Bodies (1963) had recommended replacement
of octroi by a terminal tax or by a surcharge on sales tax or by some other method which should be free
from the evils of the octroi system. Similar recommendations were made by the Téxation Inquiry
Commission set up by the Government of India and commi;ttees set up by the Governments of Uttar
Pradesh and Maharashtra. Most of the States which have abolished octroi have replaced it either with
a surcharge on sales tax coupled with an entry tax on specific items. In actual practice, however, it has
been noticed that the abolition of octroi has led to a greater dependence of the municipal bodies on the
State Government for resources thereby restricting in effect their autonomy to a large extent. States |
like Tamil Nadu and Karnataka have introduced a surchargé on sales tax as a measure to. compensate
for the abolition of octroi. The experience regarding abolitic:;n of octroi has not been uniform in all the
States. In Gujrat State, while octroi was abolished in 1987;-? it has been reintroduced once again. In
the case of Maharashtra, even though a decision was taken in principle to abolish octroi, no final
action has been taken in this regard. It cannot be denied that abolition of octroi has very wide

repercussions on the functioning of the local bodies especially when there is no other comparative
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elastic source of income for exploitation, The local bodies are saddled with increased responsibilities
on the developmental side apart from maintenance of civic amenities. With already limited resources
available to them any action to take away the taxing power of the Local Bodies will make them
completely dependent on the State Government for further financial réquirements. This matter was
also examined at length by a Committee of Chief Ministers of various States in 1994 and a unanimous
view was expressed against abolition of octroi. “The commission is of the considered view'that octroi
is a good and an elastic source of revenue for the Urban Local Bodies in the State and if would not be

prudent to abolish it a the present juncture.

15.4 A perusal of income from octroi in the last few years clearly shows that it has remained
more or less stagnant for the last 3-4 years. The comments received from the State Government as
well as comiparison of the schedule of octroi valid in the State of Haryana with the rates prevalent in
the neighbouring State of Punjab clearly shows the reasons for the lack of growth in the income from
octroi. In Haryana, the octroi schedule has not been revised for the last three decades whereas in the
neighbouring State of Punjab three revisions have already taken place. A committee was set up by the
State Government in the year 1988 for suggesting measures towards mobilisation of resources for
local bodies. This Committee commented adversely regarding the non-revision of octroi schedule-
over such a long peried and it recommended revision of rates of octroi on the basis of the prevalent
schedule of Punjab wizh some minor modifications. Unfortunately, however, these reconimendations
were never implemenzed and notifications issued for revision were withdrawn subsequently on two
occasions. The notificztion issued in 1993 with regard to revision of the octroi schedule was withdrawn
subsequently and the department again moved the Government in October, 1994 for the reissue of the
same notification. Apart from this, a large number of notifications have been issued by the State
Government granting sxemptions from levy of octroi and in a few cases reduction in the existing rate-
of octroi. This has resulted in tremendous loss of revenue to the local bodies who have not been
compensated in any manner for the loss so caused.. All these decisions have been taken unilaterally
|by' the State Governmant without consulting the local bodies. This loss to local bodies has not been

made up by any alternztive source of revenue by the State Government so far.

15.5 " During the discussions held with members of the elected bodies, officers and officials
of the department as wll as prominent persons from the public, there has been near unanimity regarding
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the urﬂent need to revise the octroi schedulein Haryana which have become completely out of date.
There has also been a consensus that the levy of octroi on advalorem basis should be the main guiding

principle while undertaking such an exercise.

While the item-wise enhancement required to be made in the schedule of octroi rates is
essentially a matter for the Government to determine, the Commission cannot but strongly urge the
necessity for making such revision, mostly on advalorem basis, at an early date. We have been given
to understand that an exercise on similar line is already underway at the State level, and we hope that
the revised rates of octroi schedule would be notified at an early date, We feel that the total income
from octroi which has been in the region of Rs. 40 crores during the year 1995-96, can be comfortably

increased by about 75% or more in the coming year.

E\E’\IPTIONS FROM LEVY OF OCTROI

156 | The State Government has 1ssued not:ﬁcattons from tlme to time exemptmg a iarge_
number of items from octroi and almost all these dec151ons were taken umlaterally wnthout consultmg
the 1ocai bodies. A perusai of more than 30 such notlﬁcanons show that some of them lack adequate
justmcatlon Asa matter of prmc1ple onty ltems meant for weaker sectlons or whtch serve a somal
purpose should be consndered for exemptton of octroi. Exemptlon granted in the case of commerclal
orgamsatlons like Electm:tty Board have no justification especnally when the memapahhes are charged

commercial rates for a public service like street lighting.

Specifically we would recommend the withdrawal of exemptions in the following

cases for further consideration ;-

i)  Exemption of octroi on the import of books and answer books/ sheets or other materials

hrought by the University/ Boards.

iy 'Exemptic;n granted to Indian Qi Corperation, one of the richest commercial undertakings

in respect of its works / installations is also not justified and deserves to be withdrawn.
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iit) Exemptions granted to various State Government Departments and Organisations like
H.S.E.B., PWD(B&R), Public Health, Agriculture, Forests, Civil Supplies, Police

and State Federation of Consumer Co-operatives, etc.

15.7 . Exemptionsin firture should be given only in exceptional cases as the State Government
because of its tight resources position may not find it easyto compensate the local body suitably for
the loss in octroi by giving further grants-in-aid, We strongly recommend that the revision of octroi
schedule should be a regular process which should be‘u'ndertaken at periodic intervals by.the Sfate
Government, since any delay causes financial loss to the municipalities. The revision of octroi schedule

should take place atleast once in three years if not earlier.

PRIVATISATION OF OCTROI COLLECTION -

15.8 At present octroi levied by the municipal committees is collected by officials of the
Committees who are stationed at various barriers which are loceted at entry points to the municipality
area. It is common knowledge that there is evasion on large scale aparf from ma[prat:tices in collection
of this revenue. This is also cited as one of the reasons for neghglble growth in the revenue from
octroi in the State for the last couple of years In dlscussxons held at various levels repeatedly a
suggestlon has been put forward that the process of assessment and coIlecnon of octroi should not be
left to the municipal employees but should be pnvatlsed by glvmg it on contract to prxvate parties,

The following reasons are cited for recommendmg such a step:-

i) There is likely to be very little evasion since the contractor would be interested in

maximising the revenue.

i1) Income from octroi can be increased substantially as has been the experience in the

- case of privatisation experiments undertaken in the States of Rajasthan and Punjab.

1) Malpractices by the staff of the mu_ni'cipal‘ committees and pressure from elected
~ Tepresentatives would be practically non-existent thereby increasing the revenue of the

_ municipalities. :
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15.9 It is admitted that there are some advantages in octroi eollection.through contractors
and even in Haryana a few municipalities who had gone in for privatisation had shown remarkable
tmprovement 1n collection in ]ust a few months It lS also a fact that the contractor with a view to
maximise his revenue will try to reduce all evasron and leakages However there IS bound to be
harassment to transporters and traders leading to detentrons at check posts. We are given to understand
that keeplng in vrew various complamts the State Government has withdrawn its earller decrsron to
prrvatise collection of octr01 The workmg group set up by the Government of Indra c0n51st1n0 of
representat:ve from expert bodies and State Finance Cornm1ssrons dld not favour pnvatlzation of tax
collection eﬁ‘orts mamly on the ground that tax collectron isa public function and should be performed

by publtc agencxes

'15 10 There are arguments both for and agamst privatization of collectton of octror as'
mentioned above While there could be cases of harassment to transporters and traders on the bamers
manned by private agencies, the problem in our vrew 1s not msurrnountable and it should be p0351ble
to evolve a suitable mechamsm to look into such cases of harassment as and when complatnts are.
made. We have been given to understand that the system is working by and large satisfactorily in some
areas of the neiohbounng States of Rajasthan and Punjab We would, therefore recommend that this
matter may be left to the 1nd1v1dual dlSCI'ethIl of the mumcrpalities whxch would no doubt enforce the _
necessary checks and controls to obvtate harassment to the transporters and traders and the pl.lbllc in

general

15. 1 1 | In the earher part of th15 chapter reference has been made to the abolmon of octr01 in
some of the States Even in Haryana there have been persrstent demands from certain quarters to
| follow suit and Government of Indla bas also been perrodically stressing the same vrewpomt From
what we are onven to undeer stand the questton of such abolition is under senous con31derat10n inthe
neighbourrng State of Punjab In the everit of a snmlar demand bemg raised in Haryana it would be' |
necessary to find an alternative source of revenue whlch is equally elastic as Well as substantial
While the exact modahties for achrevmg this objective would have to be considered in detail one of

the option could be to levy a surcharge on sales tax or to impose a tax on turnover of traders.
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2. PROPERTY TAX

15 R Property tax is one of the major source of reverue for Mumcrpahtres all over the

Country It has b-’en esttmated that nearly 30 to 40% of munlctpal revenue are generated by this tax

alone Normally tms tax islevied in terms of annual rental value However in view of the drﬁiculttes'

faeed in knowmo the actual rent charged for dlfferent categortes of bulldmgs and the prevalhng.

malpractrces in thrs field, many States have delmked property tax from the rental value concept and
have swrtched 0\ et to the area linked scheme based on standardlzed plmth area costs Thrs “unit

area value is to be deterrmned based on locatron, structural charactenstlcs age of the burldmg, use to

which the bu1ldrno is put, quahty of construction etc. The entire munrc1pal area is d1v1ded tnto various

zones/sub zones before calculating the “unit area” annual value. This system of estlmatron is quite

snnple and removes arbitrariness and bias from the process of assessment. Comrmttees set up by
drfr’erent State Go\ ernments have also recomrnended such a step to ensure that the system of assessment
18 transparent apa:r from bemg smple to adrrumster Mentlon in this connection can be made of the
: States of Andhra P—adesh Karnataka, Kerala, Tan'ulnadu and West Bengal B1har has already enforced

it in its Capttal Pa_na

15. I 3 In e State of Haryana property taxisa rna_]or source of tax revenue to the Murumpalmes |

amonntmg to 13.32% of its own revenues. The total annual realtsattons in 1995- 96 were Rs.15. 44

crores out of whr..h Faridabad Municipal Corporation contnbuted Rs 5.28 crores, the Mumcrpal
Councils Rs.7.81 crores and the Committees Rs.2.35 crores. The present system of assessment on'the
basis of annual rerzal value is hrghly subjective orvrng risetoa lot of scope for malpracttces at every
level There rs nor gular system of re-agsessment of propertres over a penod of time and a lot is left
to tre whrms anc fancies of the Muntclpal staff Arrears have piled up in most of the rnaJor
Mumctpahttes ané no senous eﬁ'orts are bemo made to recover these dues More than Rs.13.99
crores was outstar_dmg as arrears of property tax. as on 31 3.95in the State In view of the fact that
prop=rty tax wrll contmue to be a very major source of tax revenue to Mumcrpahtres it IS necessary

to Streamhne the sstem of assessment by malong it transparent and free from bras '

15.14°  The present method of assessment of property tax in Haryana is based‘on the definition

of annual rental value as given in Section 2(i)(a)(ii) of the Haryana Municipal Act,1973. Different
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Assessing Authonttes have been adopting dtﬁ'erent norms with a result that the assessment has become .
subjectlve and there is no umformtty in the assessment procedure. The altemattve based on capital
value, nam_ely,l, method of _assessment of tax related to prevalent market value of property is being
followed in West Bengal. Under this system a central evaluatioh authority has been created which
functions mdependent of the control of mumctpaltttes as well as the State Govemment Itis understood 7
that the Municipal Corporations of Hyderabad and Bangalore are also adopting this system. However,
this system involves valuation of properties with technical expertise and is more suitable for bigger
Municipal Corporations where assessment catt be made on the basis of capital value in standardised
plmth area cost for various locations and various types of constructlons This system may not be
suitable for a State ltke Haryana where we have smaller towns and mumctpalttles The system
advocated by the State of Kerala and presently in operation in Tanulnadu appears to be more suited to
a small State like Haryana. This system is based on“ Floor Area “ whereby rental value is standardized

per unit floor area of urban properties of different categories in a Municipal Area.

| 15.15 “Under this system the entire Municipal area is divided into convenient territorial zones
for the purpose of assessment based on factors like (1) civic amenities like water supply, street lighting,
road and drains (i) markets, shopping centres, educational institutions (iii) banks, public offices,
medical 1nst1tut10ns (w) Factories and Industnes and other relevant factors. Aﬁer division of the
Mummpaltty into territorial zones, the butldmgs situated in each zone, is to be class1ﬁed on the ba31s
of nature of constructton such as (2} R.C.C. Buildings with superlor quality of wood better type of
ﬂoormg, samtary ﬁttmgs attached bathrooms etc. (b) R.C.C. ordmary Bu1ldmgs (c) Ttled Asbestos
roofed or G.I. roofed Blutldmgs (d) country tiled Buildings etc, After classification of the l?utldtngs
based on their type of construction thep are thrther classiﬁed into various categories bals-.ed on the_ :
nature of use of the building like (a) resrdenttal (b) shops, shopptng complexes (c) public use Le,
office complexes public & private oﬂices hospttals & nursing homes, banks, educattonal tnstttutlons

{d) commerc1al purposes, namely, hotels, lodges, godowns & other estabhshments (e) Industnal )
purposes namely factories, mills, workshops & other Industries (f) cinema theatres and places of

public entertainment and (g) any other use not covered above.

15. 16 | _ | Aﬁer clasmﬁcaﬂon of butldtngs on the basns of locatton type of constructlon and use
the unit value per sq. mt. of floor area is worked out by studymg the rental value of 2 or 3 selected
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buildings of the same type in each category in a particular given location. The unit value for different
types of buildings can be worked out by a Local Commlttee consisting of representatwes of the
Engineering Department as well as officials of the Munlclpahtles The Commnttee can be chaired by
the Deputy Commissioner or any other officer nominated by the State Government The above system

has some inherent advantages Whlch are summarised below:-

1-  ltisa simple and straight forward method not mvolvmg detail ed calculations regard:ng

value of each property

2- _ Because of the SImphcm mvolved the scope for under assessment and other con‘upt
pract1ces are considerably reduced alongwith the ehrmnatlon of discretionary powers

of the Assessmg Oﬁ'icer

3- Every owner of property can himself work out the tax liability by referring to the table

of unit rates consequently leading to lesser. complaints regarding excess assessment.

4- Itreduces the scope for arbitrary exercise of discretion by courts or appellate authorities

and makes the system transparent.

15.17 ' 'Unde'r this new arrangement, there is likely to be considerable increase in realisations,

but as this will be essentlally based on the pnnmple of bearablhty, heavier burden will necessanly -

fall on propertles with higher values and on comparatlvely more prosperous sectlons of society.
However, in order to ensure that assessments does not operate harshly in individual cases, a cut off
date(s) can be prescnbed and it can be la1d down that increases in the house tax under the new system
may not be more than 75% or 100% of what had been assessed earlier, ThlS system wﬂl therefore
attain the twin ob}ectlves of i mcreasmg the receipts and at the same time puttmg the assessment on a
ratlonal ba51s eon31stent with the use and type of buﬂdlng assessed The corrumssmn therefore

recommends accordmgly

15.18 We have carefully considered the matter and are of the view that switching over to the
floor area concept in place of the existing Annual Rental Value wﬂl go along way in streamlining and
ratnonahsmg the present property tax structure in the Mumc1pa11t1es and could prove to be a solid base _
for rnumc:lpal ﬁnances with steadily i 1ncreasmg income over the coming years. The various ram:ﬁcatzons
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of the unit area linked schemes would have to be worked out in detail with specific provisions for
granting exemptions or modifying the scheme to meet cases of hardship and our peculiar requirements.
It may also'become necessary to get assistance from a specialised agency to work out a comprehensive

scheme a5 has been done by some other States.
MODIFICATIONS IN THE EXISTING SYSTEMS OF LEVYING PROPERTY TAX

15.19 " It would no doubt take'somé time for working out a comprehensive scheme based on
the “area linked” concept even after a decision has been taken “ in principle “ to go ahead with its
implementation. In the meanwhile the present scheme of annual rental value would have to be continued

and streamlined and in this connection the Commission would also like to make a few suggestions.

15.20 Under the provisions of Haryana Municipal Act a minimum of 10% and maximum of
15% has been prescribed with regard to property tax by the State Government. It has been brought to
our notice that in all the Municipal Councils the rate has been fixed -at 12_'.5 % whereas in Faridabad
Mo'hicipat Corporatioh, it has been fixed at 10%. F aridabad without doubt is an area adjacent to
Delhi heviné high land prices land., there seems to be ho justification for keeping a lesser rate of tax

there as cornpared to the rest of the State.

- We feel that wzth the Iugher level of incomes prevathng in the Fandabad mdustnal
comp]ex there ‘may bea Justrﬁcatlon for levymor house tax at a higher rate in Fandabad than the rest of |
the State. In any case we see no reason as to why i it shouId be less than that prevalhno elsewhere and |

we accordmgly, recommend that the House Tax at Farldabad may also be 1ev1ed at 12.5%

15. 21 - The Commlssmn is also of the view that 1 in order to ensure better income to the Local
Bodies even under the existing system, a spec1al surcharge varymg from 50 to 100 percent, dependmg
on xanous standard factors should be levied on buildings being used for commermal mdustrlal and

other non-resrdentlal purposes.

15.22 In most of the Mumcrpal Acts, there isa provrslon for exempnon of propertles from
the assessment of property tax. Inaddition, there is also a provision for remission upto 50% of the tax

175



in case the property has remained vacant for more than 90 days. In discussions held with elected
representatives and other official functionaries, it has been brought to our notice that these provisions
are largely misused, since there is no effective system of verifying facts on a periodical basis. This
has resulted in a substantial loss of revenue to the Municipalities. The Commissions/Committees set_‘
up by various State Governments have been suggesting drastic reductions in the list of exemptions and
some have also proposed a minimum tax from every property whether it has remained occupied or
vacant. We have also been informed that in many cases the list of properties exempted from this tax
includes buildings used for charitable purposes, for running schools etc. In many cases the owners of
such buildings let out these buildings for running these institutions at exorbitant rents and continue to
avail of the benefit of exemptions. We would, therefore, recommend a thorough review of all such -
exemptions as well as charging of tax in all those cases where income accrues to the owners irrespective

of the purpose to which the building is used.

3. NON TAX REVENUES

1523 '- Non tax revenues in various municipalities consist ef cherges fees and fines levied bjt '
mumcrpalrtres in the form of payments in return of services rendered by the mumcrpahtles by the"
res1dents in their Jurrsdletton A mumcrpal fee is collected for the benefit received by the citizen for_ '
a specified work. Building licence fee, fee for the issue of brrth and death registration, parking fee,
etc. are examples of such fees and the objective is to mtroduce an element of control and regulation.
Fmes are also 1mposed for violation of certain bye- laws of the mumc1pa11t1es and are charged by way
of composrtron of an’ offence by the murucrpahty concerned. While the Non tax revenues may not
constitue a very b1 percentage of the total revenues of mun1c1pa11t1es but they play a vital part in the
internal resource generatton of the rnurncrpalrtres Studles conducted by the National Institute of
Public Finance and Policy also have shown that smaller municipalities have a large percentage of
their own revenues derived from non tax sources as compared to larger mumc1paht1es Smularly, |
study conducted from some sampled mumcrpalrttes of seven States showed that in non-octroi States,
larger munrc1paht1es that have a good tax base tend to 1gnore the non tax revenues. However, in the
octroi levying States like Gujrat, Maharashtra and Punjab non tax revenue account for between 15 to
31 percent of own resources of municipalities, dependmg upon the size of the municipality. Inthe case

of Haryana non tax revenues account for 41.30 percent of own sources of mumcrpahtres
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1524 . During discussions held with elected representatives of municipalities in various
districts it has been brought to our notice that in certain cases the rates of fees, chérges an'd. fines fixed
for various purposes have not been revised since the year, 1976. This also applies to licences issued
under dangerous and offensive trade bye-laws, building bye-laws and a host of more than 25 bye-laws
under various heads which are valid in the municipal areas. It has been found that barring a few
exceptions where the rates have been fixed in 1986 or 1988, in majority of cases the rates have not
been revised after 1976. But it goes without saying that the rate of fees and fines should atleast cover
the full cost of administration and have to keep pace with current cost conditions. In many cases we
have found that the rates are so low that they will probably not even cover the cost of efforts involved
" in issuing the necessary certificates or licences. The Secretary Local Govt. has informed us that a
decision in principle has been taken to raise the rates in respect of a few bye-laws very recently. We
are of the view, that whatever décsion have been taken should be urgently implemented and the matter
should be reviewed so as to make suitable revisions in all cases, where it is long over due. It sho'u]d
also be laid down that a thorough review should be carried out as a normal exercise atleast once ina

period of three years.

(B) SHARING OF STATE TAXES
i ENTERTAINMENT DUTY AND SHOW TAX

15 25 In Incha practlcally, every State and Umon Temtory lev1es entertamment tax basrcally: '
on cmema haIls/vndeo parIours located in urban areas, Many States also impose a surcharge as well
as a show tax and the department of commercral taxes normally is the agency which administers this
Act. By and Iaroe income from entertainment duty/show tax basically accrues from the urban areas
where the cinerna halls/v1deo parlours are located and they avail of all the services from the municipal
bodies. The entertainment tax is essentlally local in character bemg paid by the local residents and .
thus there is a strong case for passmg on wholly or substa.ntlally income from this source to the local |

bodxes

15.26 In the State of Haryana, the entertainment duty and show tax is collected by the
Commerc1al Taxes Department under the provxsnons of “The PUII_] ab Entertamments Duty Act, 1955”

and “The Punjab Entertamments Tax (Cmematographs Shows) Act, 1954 respectrvely The .
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entertainment duty is 125% of the admission fee and a show tax @ 9% is charged on the total collection
of errtertainment duty which is paid solely by the proprietor of the cinema. The entire proceeds of the
entertainment duty as well as the show tax is deposited in the Government Treasury and no part of this
lrevenue is beirrg shared with the Municipalities in the State. The budgetted figure under this head
including show tax is Rs. 11.60 crore in the year 1996-97. The receipts from show tax are likely to be

of the o_rder_ of Rs. 90.00 lakhs and the balance i.e. Rs. 10.70 crores is on account of enterta_ininents

duty.

15.27 The Commission had an occasion to study the system existing in other States of sharing
of this source of revenue berween the State Government and the Urban Local Bodies. -In the case of
Kerala, the power to levy this tax has been given to the local bodies by virtue of a separate enactment.
Thus, this entire revenue rs levied and collected by the urban local bodies in the State of Kerala. In the
oase of Karnataka and_Tamilnadu while thé duty is levied by the State Government, a large percentage
of this_ revenue is passed on to the urban local bodies. This has been done on the basis of the
recommendations of the Municipal Finance Enqurry Committees set up in these States which had
recommended passing on a major portion of this income to the urban local bodies after retaining some
percentage towards collection charges. The Zakaria Committee set up to recommend measures for
ugmentation of financial resources of Urban bodies (1963) recommended that to begin with atleast
25% of the proceeds of entertainment tax should be earmarked for the urban local bodies. It further
advocated gradually raising this percentage so that ultimately the entlre proceeds of this tax are assrgned
to the urban local bodies. It further recommended that the entlre proceeds of any surcharge be1ng‘
levied or to be levied in future on entertainment tax should be strarghtway passed on to the locaI
bodies. The theatre tax or the show tax should be administered by the bodies themselves but in case
these taxes are levied by the State their proceeds should be earmarked for the local bod1es With
regard to distribution of this incorne between the Mumolpahtxes the Committee felt that it need not
necessarily be either on the basis of population or the source from which the tax originated. The ’
Zakaria Committee was in favour of the matter being leﬁ to the discretion of the State Government to

distribute it on the basis of the needs of different local bodies.

15.28 The Commission durmg 1ts del1berat10ns and discussions with eiected representatwes |
departmental representatwes found substantlal force in the argument for giving a major share of this
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income to the Municipalities. A part of this income is passed on to the local bodies after its collection
by the State Government in most of the States. Various Committees and Commissions set up by the
Government of India or by different State Governments have also been in favour of passing on a major
part of this income to the local bodies since the entertainment centres located in the Municipal fimits
fully utilise on alarge scale all civic amenities provided by the Municipalities. Against this backgro‘und
and considering other overall position, it is recommended that 50% of the net income from the
entertainments duty should be passed on to the urban local bodies by the State Government As regards
the show tax which is paid by the proprietor, it is recommended that the entire amount should be
passed on to the concerned Municipality within whose area the collection is made. - As regards the
mode of distribution of the former, ;h'e Commission recommends that this may be done on the actual
quantum of collection made within the limits of each Municipality. In case the State proposes to
introduce any surcharge or additional entertainment duty in future, the income on this account should
be directly passed on to the concerned Municipality. Based on the figures supplied to the Commission,
the implementation of this recommendation is likely to benefit the Municipalities between Rs.6.5 to

7.00 crores per annum.

2. TAXEX ON VEHICLES

15.29 Motor vehlcles of dlﬁ‘erent descnptlcns are reglsterhd under the provisions of the
Indian Motor Vehicles Act, 1988 and Rules made thereunder Taxes/fees are levied under the provisions
of Punjab Motor Vehicles Taxation Act/Rules as apphcable to the State of Haryana. These have been
a good source of income to the State Goy.émments- but the local bodies have been demanding their
share of revenue. since the infrastfucture of the cities especially the roads are used by the transporters
and vehicles of diﬁ'erént déscriptions put a lot of pressure on other urban infrastructure. Inthe State of |
Haf}'ana, income is realised by the Transport Department and no part thereof is shared with the local
bodies. Figures obtained from the State Governme;n*. show that the income was Rs.273.15 crores

during the last five years. The budgetted figure for the year 1997-98 is Rs. 75.20 crores.

15.30  Asregards the demand for a share for the urban local bodies out of the recexpts of the
motor vehjcles tax, the Commission had occasion to obtain information on the position existing in_

some other States in this respect. In Kerala and Karnataka, a substantial percentage of this tax is
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passed on to the urban local bodies on the basis of a prescribed formula. The Zakaria Committee had
also recommended that atleast 25% of the proceeds of the motor vehicles tax should be earmarked for.
the local bodies and a * :-i'rﬁula.s_ho_uld be evolved to distribute the proceeds to the different local
bodies on the basis of population / mileage dfi'oads_maintained by them, volume of'traffic etc. Similar
recommendations have also been made in the report of the Rural Urban Relationship Committee (1966)
as well as in the recommendations of the joint meeting of the Central Council of Local Government
and Urban Development and the All India Council of Mayors (1970 to 1988) wherein it has been
strongly argued tHa_t urban local bodies should be given an adequate share of motor vehicles tax. It is
a well known fact that with the increase in the volume of traffic of men and material, the urban
infrastructure is coming under heavy pressure in most of the municipalities which do not have sufficient
funds to maintain the roads and other related infrastructure. A share for the local bodies from this tax
has an adequate justification in view of the practice prevalent in most of the States and other reasons
mentioned above. We, therefore, recommend that 20% of the Tax on Vehicles and allied taxes collected
under the relevant budget head in the State of Haryana by the Transpbrt Department should be shared
with the urban local bodies. We further recommend that 50% of the allocation could be based on the
criteria of population and the remaining 50% based on other criteria to be worked out by the State
Government This could be related to the total length of different types of roads in a municipality and
the requirement of maintenance or any other reasonable criteria laid down by the Government. This
type of sharing would have the adva'ntage.'of transparency and the municipalities would also know
about the amount which they would be getting as their share. However, with a view to ensure that the
amount is not diverted to other heads of ékpenditure, a condition would need to be imposed that the
share of motor vehicles tax passed onto tﬁe municipalities should be primarily used for the maintenance
of urban roads. This decision when implemented is likely to lead to a devolution of Rs.15.04 crores
annually to the urban local bodies (BE 1997-98 is Rs. 75.20 crdres) and will ‘go a long way towards

maintenance of road infrastructure in the municipal areas.

15.31 We are further given to understand that funds from other agencies are also made available
on and off for repair of municipal roads. While making devolution under this head to the Municipalities,
the above factor would have to be kept in mind so as to make suitable adjustments wherever called

for.
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3. TAX ON THE CONSUMPTIO N OF E LECTRIC‘ITY [N MUNICIPAL A]FFEAS

15.32 . Under the provisions of the Halyana Mumcxpal Act a tax on the consumptlon of
electricity @ 1 paisa per unit on electnc,lty corlsumed within the limits of the mummpaln y can be
levied subject to general or special orders of the State Govemment The State Govemmem vide its
notification date,d 28.12. 90 dec1ded tltat each munlc1pc11 committes shall i 1mpose this tax w1th1n a
period of one year from the issue of 1he nOtlﬁCdthﬂ on the hasm of resolutron 10 l:e passed by the
individual mumczpahty Subsequently vide notlf cation dated ’2 1. 92 the State Government reduced
the penod of one year to 45 days Later bya notification on 7.5.9. 2, t}us levy was made effective from
L. 7 92 umformly in all the munlClpahtws of the State. It can, therefore be assumed that with effect
from 1.7.92, this tax came into eﬂ’ec,t in all the mumc;pahtxe; umformly ThlS nonﬁcatlon further
specified that the tax shall be collected by the Haryana State I *leu,tr:czty Board ‘and pald in the same
manner as if it was Electricity duty payable to the State Govet_‘nment under the Punjab Act, 1958.
Instructions were issued by the Chief Engineer (Cémmercial)/I-I[SEB ‘on 24.8.92 to the Executive
Engine'erstperations) specifying that the amount payable to the municipalities was to be adjusted
towards energy bills of the concerned municipality and the balance amount was to be paid by: the
){EN(Operﬁfion) concerned to the muriicipality. ' '
15.33 During various discussions held with the elected re:piresentatives of the municipalities,

the following points with regard to this tax have been highlighted before us:-

i) ' There is no regular system of payment of this amount by HSEB and atcounts are also
not rendered to the municipalities and thus, the latter are completely ignorant about the:
amount which is due to them by way of this tax. HSEB should thérefore render
fminidpality ~wise accounts on @ periodical basis. i R :

1) This surcharge of ‘ln"paisa péf unit needs to be 'e:nh;mtl::ed atleast to 5 paise witha Qiéw:

| to improve the financial pcnsition”of municipalities and the pending: iséﬁés:of pa‘yr'n'ent"

6f ‘energy bilis between the two ofgarﬁsatioﬁs aIéo neéds to be sorted out at the e’érlie_stl'

iii) The HSEB is charging sommercial rates for the energy consumed in providing the
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facility of street-lighting by the nunicipalities as well as the power o nsumed in water
supply. These are basic civic amenities proviced by the mummpalmes Thm there is
| nojustiﬁcation for charging commercial rates by the HSEB and in future, rates applicable

Yor resxdentlal use sh-au.ld be chargel:l from the mumclpahtws

V) | HSEB whxch is operatmg on commermal hnes has been granted exemptlon from octr01
~ onthe matenal brough! msxcle the mummpal areas for the various ope ratwns/works In
addltlon the Board hak also been making free use of municipal lands for establishment

of thelr substatlons Jmtallauon of poles, etc. In case, the HSEB commues to charge

, commercml rates for energy charges incurred in prowdmg street llvhtmg and water

supply, the exemptlons gramed fi om octroi need to be w1thdrawn apart from the Board

_ belng made to pay for use ofmummpal lands in ﬁlture |

1234 - Comments of the HSIB were obtained on the various issues pertaining to this subject
by the Commission and discussions were also held with the serior officers of the H.S.E.B. The. revised
tariff as applicable from 1.7.96 is Rs. 3/- per unit for dome‘sticlcqnsumption and the same 15 épplicable
fo- street lighting, The Board has indicated that the amount reahised as 1'paisa per unit with regar& to

all the municipalities in the State during the year 1994-95 was Rs. 183.63 lakhs.

1335 As per details furnished by the HSEB, the total amount payable by the murlicipalities
during the year 1994-95 towards energy charges was Rs. 1052.30 lakhs. Out of this, Rs. 853.20 lakhs
wes received in cash, Rs. 113.30 lakhs realised as 1. palsa surcharge was adjusted towards these dues
and Rs. 85.80 lakhs was outstanding against the municipal conunittees. However, th1s tax realised |
up:0 31.3.95 from the date of imposition amounted to Rs. 476 62 lakhs and after adjustment of energy
bilis upto March, 1995, a balance of ]~’ 5. 168.95 was due to the municipal committees in the State. As
pet mformatwn furnished by the HSEB as on. 31 3.95, certain municipal commmees were due 1o
recaive Rs 156 65 lakhs from the HS-E,B whereas Cc=rta1n other comrmttees had to pay Rs. 73.50 lakhs
to Lhe HSEB In the overall posmon the rqumulpalmes by and 1arge seem to be s1artmcr on a clean

slate w1th a sum of Rs 83 15 lakhs due to them from the- HSEB

T
L
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After a carefitl examination of the position obtained above and discussions held with
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officers of both the departments, we are of the view, that arrangements to be made i’l‘lrﬁjt_ztill‘ﬂ must _,ll?e
such that the municipal commmittees and HSEB know periodically as to where they exactly stand with
regard to this tax. As pointéd .ouf above, the realisation on acceunt of 1 pa!isa_s‘_l_n"chargjc‘_dqqs‘n_c‘;t_ ;matgh
the energy ;harges and va_ries_ fro.m one municipality tq”another. It ig, :_thc_refore? r;z‘cor:_l_meezndcd thflt
whatever is due to the municipalities should be paid by HISEB on a quarterly basis and t.hl:‘ amount ‘du_e
to the HSEB as energy charges from the municipalities should be realised separately. ‘This would be
the correct arrangement and should not pose any problem ‘t_)f:.c:ause= even under the prevalent practice,
about 80% of energy charges are being paid by the munj(_:ipal__ comnﬂtt,ees out of thQiI‘PV_\{II{f?SQU,fCCS m
cash. By adopting this procedure the municipal committees would be knowing as to what is due fp

them on a periodical basis and unnecessary disputes will be avecided.

1537 .. While devolving additional _res.ources. to the municipalities one of the guiding principles

which the Commission has adopted is to ensure that the sources of revenue are flexible enough an__d

results in a steady flow of income to the _r;;ux_lic:ipalities.- I‘hr:: tax _qnthc cc_)qsu_mpjtignl Qf_q‘l;gc.tr_icity

mentioned above fulfils this broad critf:riﬁ adopted by the Commission. Ifthe 1 paise tax is raised to

S paise per unit at the current level of realisation, this amount would come to around Rs. 9 crores and

assuming an annual increase of 13% to 20% should prove a flexible source of income.to the

municipalities. Keeping in view the current level of energy charges on account of street-lighting the

income by this enhancement would by and Ia;ge take care of the_lfq;mer, ,t;hus affogfiing abig re}_i\efto

the municipalities. We, therefore, recommend increasing the present rate of 1 paisa per uni’; to5 lpais_e

per unit with immediate effect. Under the provisions of section 70(i)(viii) of the Haryana Municipal

Act, tax at the rate upto 5 paise per unit can be levied with the approval of the State Government. With

a view to give immediate effect to this recommendation the Government will have only to amend the

existing notification dated 7.5.92. |

15.38 As regards the issue pertaining to charging of ccgmmerciél rates for the facility of street-

lighting, the HSEB has pleaded that all consumers other than residential (excluding agriculture) are

treated uniformly. It would, therefore, be difficult to make an e:g(cgzptigq and treat s,:t{g:gtilighti,r}g at par.
with domestic consumption of electricity. This argument has some validity apd:at the same time, lggqpir_lg-_
in view the commercial nature of operations ,_Qf the HSEB,, there appears no justification “f(':)r_ grant_iné

it exemption from octroi for material b:oug'ht within the manucipal areas in the state. Wé,_thﬂer‘,;fo:e,;
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recommend édoptidn of a more just and equitable zlppriaach by the HSEB/State Government in their
dealings with the local bodies. In case, the HISEB finds it difficult to charge for streét-lighting at rates
lesser than the commercial rates, it should have no objection to pay octroi for material brought within
the municipal area like any other coramercial organisations. It is also a fact that other State levies are
applicable to HSEB and theré is no reason to make an e:xée‘ption in the case of octroi, We, therefore,

recommend that ‘the'exem'p.tior‘l from levy of octroi granted by the State Government to HSEB should be

‘withdrawn forthwith. However, in case, the HSEB is agreeable to charge domestic rates asa quid pro

quo. the mummpal commlttees need not char ge any octroi on the material brought within'the mummpal

areds by the HSEB and the existmg exemption can contitie.

15.39 As regards use of land and other property of municipality by the HSEB, we recommend
to the State Government to consider the issue f_‘a'vourably and suitably compensate the municipality on
the basis of a formula to be decided by the State Government. The compensation need not nécessarily
be at market rates; but it should be such that the mumc1pahty is reasonably compens'n ed for the loss of

1ts pmperty
OVERALL POSITION

1540 - The schedules of rates both in respect of octro, fees and fines have not been revised
for decades. The Commission feels that even with a reasonable minimum increase in respect of these

levies, the income of the municipalities can almost be doubled within a very short span of time.

" There is also considerable scope for increase ir: respect of property tax ‘even under the
present arrangement and all efforts must be made for plugging leakages and mal-practiéés, effecting

_ suitable revision and enforcing prompt recoveries.

Tt would bear repititicn that our major ré:cc;mmenda?tibn is in respect of adopting the
“Area Linked Scheme” in place of the present “Annual Rental Value Conicept”; This new arrangement
has already been enforced in several States and has'the potential of almost doubling the income in a
short span by imposing additional burden on wiel].:to“do segmert of the urban population. Even after it
has been agreed “in principle” to irplément this scheme, it would take some time to work out the
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details, by engaging specialised agencies if necessary. It is suggested that the implementation of the

scheme may be taken up rightway sc that it can be enforced from the year 1998-99.
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CHAPTER - XVI

DEVOLUTION OF GRANT IN AID BY THE TENTH
FINANCE COMMISSION (URBAN LOCAL BODIES)

16.1 The Tenth Finance Commission has allocated an amount of Rs. 99.22 crores as adhoc
grant to the State of Haryana out of which Rs. 16.58 crores is meant for urban municipal bodies. This
grant is to be spread over a period of four years, namely, 1996-2000. The annual grant for the Urban
Local Bodies works out to Rs. 4.15 crores per annum. In the case of urban local bodies the inter-state
distribution of grant is based oh the ratio of slum population derived from the urban population figures
as per 1971 census. The Commission has further faid down that suitable schemes with detailed guidelines
for utilisation of this grant should be drawn up and the local bodies should be required to provide
matching contribution by raisir:g resources and the grant is not intended for expenditure on salaries
and wages. The task of making further allocation of the grant-in-aid amongst the municipal bodies has

been left to the State Finance Commission.

16.2 Out of the total estimated municipal population of 45.53 lakhs (1995-96) as much as
9.04 lakhs or 19.85% is the slum papulation, These slum bopulmion projections are based on a survey
conducted by the Slum Improvemen: Board. The Commission feels that the annual amount of Rs. 4.15
crores could be utilised for tack’ing the slum problem. In this connection it may be stated that the State
level Slum Improvement Board provides grants to the Municipalities under the plan scheme
“improvement of urban slums”. This scheme seeks to improve the living condition of the inhébitants in-

slums through low cost sanitation, water supply, open drains, community baths and latrines, widening
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and paving of streets, street lighting and other usefill community assets. The per capita expenditure of
Rs. 800 is the norm adopted for this purpose. The Slum Improvement Board proposed to bring about
10% of the slum population under slum improvement schemes during each year but has not been able

to do so because of paucity of allocations.

16.3 o ‘The‘Commission, accordingly, proposes that the annual TE.C. grant of Rs 4.1S.crores
may be utilised to accelrate the pace of sium clearance which is being undertaken by the ULBs. There
are 81 ULBs (including Faridabad Municipal Corporation) and the t_otai annual am‘oui:it‘ of Rs. 4.15
crores is proposed to be divided between the 'varib.us ULB ’s On a pro-rata ba.sis in accordance with

their respective slum population.

164 | It may b; mentioned that in so far as the utilisation of the Tenth Finance Commission
grant for the year 1996-97 is com;émed, the Govémment of India had issued detailed instructions
which inter-alia f)ro.\fided that it ‘was not necessary for the State Government to await the
recommendanons of the State Fmanu& Comlmssum for such utilisation. We have been given to understand

that f'urther action has been taken by the St ate G overnment, accordmg]y

16.5 The break up of the znnual grant of ZRs.fj4. 15 crores for each of the 81 U.L.B."s can be
seen at Appendix A’ ‘The last co'lumn of the table in'fhis' Appendix gives the anmual municipaiity-
wise allocation. The comm:ssmn rex cc)mrnends that dxsbursemeut of the grant of Rs 4.15 crores to the
U.LB’s made by the Tenth Fmanc,e Cnmm1551 on for the three years period ﬁom 199 -98 10 1999-

2000 may be made on this basis,

16.6 - The Uf.B’s will provide matching graﬁt from their own resources and this factor is
being taken into consideration in the over zll devolution of resources which is being recommended by
the Commission The ULB’s would 'h&ve t make sure that no »art of this grant would be utilised for
salary or wages. Suitable scheme= Wlth detailied gundelmes would have to be framed by the State

Government from time to time for utrhsatmn of this grant.
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APPENDIX “A”

DISTRICTWISE MUNICIPAL ALLOCATION OF TENTH FINANCE
COMMISSION GRANT ~~ = =

Distirct ULB’s , Toral % to TEC
‘ Slum - 'tatal - . Allocation
Population _ (Rs. in lakhs)
1995-96 ' o
1 2 ‘ . -3 -4 - -5
1. Ambaia Ambala city 16603 1.83 7.60
'~ Ambala Sadar 3162 T 035 1.45
Naraingarh 3076 0.34 1,41
Kalka 3500 0.39 ©1.62
Total ‘ 26341 2.91 12.08
2. Yamuna Yamuna Nagar 7461 _ 083 3.44
Nagar Jagadhari 8614 ‘ 0.95 3.94
Chhachhruli ' 3745 041 170
Buria , 1863 021 087 .
Radaur S 2736 0.30 125
Sadhaura - 167 o 0.19 - - 0.79
Total 26090 2.89 11.99
3. Kurukshetra Thanesar 16091 1.78 7.39
Shahbad 0323 1.03 427
Ladwa . 2736 o030 124
Pehowa 11308 S 1.25 5.19
- Total 39458 - - 436 - 18.09
4. Kaithal Kaithal 12088 . 134 556
Pundri 9969 1.0 - 4.57
Cheeka : 4429 048 0 203 -
Kalayat 5222 0.58 241
Total 31708 3.51 14.57
5. Karnal Karnal 36093 3.99 16.56
(Gharaunda 13340 1.48 6.14
Indri 3087 034 141
Nilokheri , 3798 . 042 1.74
Taracri 3964 L 0.44 183
~ Total 602372 . 6.67 27.68
6. Panipat Panipat o 11373 7 126 . . 523 -
Assandh 1801 0.20 083 .
Samalkha 10693 ' 118 490 T

Total 238557 2,64 10.96
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7. Rohtak Rohtak 63559 7.03 29.17
Bahadurgarh 9969 1.10 457

Jhajjar 4893 0.54 224

Meham - 8462 0.94 390

~ Kalanaur 4045 0.45 1.87

Beri 4272 0.47 1.95.

Total 95200 10.53 4370

8. Sonipat Sonipat 51269 5.67 23.53
Gohana 13312 1.48 6.14

Ganaur 4532 0.50 2.08

Kharkhoda 2097 0.23 0.95

Total 71210 7.88 32.70.

9. Gurgaon  Gurgaon 26071 2.88 11.95
F.P. Zhirka 4385 0.54 o224

Faruk Nagar 2898 0.32 1.33
““Nuh 4842 0.54 2.24

Sohna 7466 0.83 3.45

Tauru 5087 0.56 2.32

Pataudi 5433 0.60 2.49

Punhana 8225 0.91 3.78

Helimandi 6172 0.68 2.82

" Total o 71079 7.86 32.62
10.Faridabad F. Bad Complex - 122629 13.57 - 56.32
" Palwal 17470 1.94. 8.05
Hodel 8328 0.92 3.82

Hathin 1287 0.14 0.58

Hassan Pur 1287 0.14 0.58

. Total 151001 16.71 69.35
11.Rewari Rewari 28578. 3.16 13,11
Bawal 2269 0.25 1.04

Total 30847 3.41 14.15

12. M. Garh  Narnaul 20412 2.26 938
Atelimandi 1058 0.12 0.50

Kanina 1139 0.13 0.54

M. Garh 2305 0.25 1.03

Total 24914 2.76 . 11.45

13. Bhiwami  Bhiwani 14849 1.64 6.31
Charkhi Dadrni 12209 1.35 5.60

Bewani Khera 3360 0.37 1.53

Loharu 2143 0.24 1.00

Tosham 1990 - 0.22 0.91

Total 34551 3.82 15.85
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14.Jind Jind 2.37 9.84
Narwana 22135 2.45 10.16°
Julana 5005 0.55 228
Uchana 2948 0.33 1.37
Safidon 7595 0.84 3.49
Total 59002 5.54 —27.14

15. Hissar - Hissar T 40384 . 447 . 1855
Hansi - . 21098 233 . . 967
Fatehbad 15051 - 1.66 6.89
Tohana 9842 1.09 4.52
Jakhal Mandi 1225 0.14 0:58
‘Ratia 7074 078 3.24
Barwala 7648 - 0.85 3.53
Namaund 1101 0.12 0.50
Uklana Mandi 2191 0.24 0.99
Siwani 1140 0.13 0.54
Total 106754 11.81 49 01

16. Sirsa Sirsa 23377 2.59 10.75
Mandi Dabwali 10155 1.12 4.65
Kalanwali ' 4706 0.52 2,16
Elnabad 7737 - 0.86 T35T
Rania 5533 061 253
Total 51508 5,70 23.66
Total State 0033902 100.00
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CHAPTER - XVII

BUDGETARY PERSPECTIVE - STATE AND LOCAL BODIES

17.1 A cl;arer,picture.of the State finances is necassary so as to determine the extent to
which resources can be transferre&.m the local bodies either by way of shared taxes or grant-in-aid.
Without going into the cumbéfsome b'udgetaxy details, we propose to confine ourselves to only a few
budgetary facts so asto clearl.yr-cbmprehenc'l the overall ﬁnén.,t';_ial_ppsit_ion and its varigus'ramjﬁcgtion_s

relevant to our requirements.

17.2 The total e\pendlture of the State durmcr the recent years 1994-95 and
1995-96 was Rs. 7,052 crores and Rs.6,478 crores respectn ely. The primary and basic indicator of
the financial health of the Stare 15 the revenue acecunt and it accounted for 88.95% of the total expenditure -

m the year 1994-95 and 8. 12% of the ex pendlture in the year 1995-96, as will be clear from the

following:-
‘TABLE17.1 -
'+ EXPENDITURE (1994-96)
i | (Rs.in crores)

Year ‘ " Revenue '. © capital 7 Total
199495 o om0

&% (@895 o (uos) T (100.00)
1995-96 5419 1029 6478

(%) (82.12) (15.88) (100.00)
17.3 ‘The revenue receipts of the State consist of (a) share of central taxes received in

accordance with the recommendations of the Central Finance Commission (b) Tax Revenue, (¢) Non-
Tax revenue and (d) Grant-in-aid. We are primarily concerned with the State Taxes (Tax Revenues)
which consists of sales tax. excise duty, goods and passenger tax, tax on vehicles, electricity duty,

stamp duty and registration fee etc.
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The broad position in this regard is as follows:-

TABLE 17.2
TAX REVENUE (1994-96)

" (RS. IN-CRORES)

_ ~ Revenue ... Receipts
Source 199495 199596
1) Share of Central Taxes 317 364
(5.39) (7.25)
ii) TaxRevenues 1888 .. 2088
| oeg @) |
iii) Non-Tax Revenue B .1‘3473 _ o ) 2203 _ |
| | | (59.04) o (43 86) |
iv) Grant-in-aid 204 368
| (3.47) (7.32)
Total 5882 5023
{100y o (100)
174 ~ The total expenditure as indicated earlier, consisting of expenditure- onrevenue and *

capltal account, is further divided into Non- plan and Plan expenditure. The Plan expenchture bemg
essentially in the nature of expendlture on new developmenta‘ schemes mcluded in the State Annual

Plan,
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The position in this regard is as follows:-

TABLE 17.3

“PLAN/NON PLAN EXPENDITURE ¢
BRI " (RS. IN'CRORES)

. 1987-88 © 19945 199596

i) No - Plan S 1487 o 5943 . 5001
expenditure N €2 ) R (7 ) N - (78:59) .
ii) Plan expenditure . 502 o e 1387
@24 .. . asm @Ay
Total - - - . - 1989 . ... 7082 . 6478
(100) L0000 o (100)

Apart from the recent years, for the sake of comparison, figures for the yeai' 1987-88
"have also been indicated. ~The annual.  plan which was Rs.502 crores in
" 1987-88 ‘went upto: Rs. 1387 crores in 1995-96 that is more than 2.5 times (Rs. 1575.00 crores in
1997-98) The total Staté expenditure during this period shot up from Rs. 1989 crores to Rs. 6478

crores, that is, more than 3 times.

17.5 - The Siate remained & revemie surplus State upto the year1987-88 and fhere.after the
State showed a revenue deficit for all thie years except in the vear 1993-94 when it had a surplus of Rs.
80.45 crores. The revenue deficit in the year 1994.95 Was as high as Rs. 390.51 crores. Because of
higher expenditure on flood relief etc., the revenue deficit in the year 1995-96 is piaced still higher at
Rs. 426.33 crores. The budget estimates for- the year 1996-97 showed a revenue deficit of Rs. 153.17
crores which has gone as high as Rs. 667,56 crofes in the réw’sed estimates persumably on account of

prohibition.

17.6 We may also have an. overall view of the State Finances, including the revenue and
capital receipts and expenditure, loans raised during the year and the repayment due, loan advances

and recoveries, receipts and disbursementsiunder the Public Arcount etc. (State Provident Fund etc.).
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Taking the last 5/6 years, the State has been having negative balance in the overall picture except in the

year 1995-96.

17.7 The State Government has indicated that the growth in revenue expenditure has outpaced
revenue receipts due to increases in the wage bill consequent upon the grant of benefits to employees
on central pattern, mounting interest p:mnent liability. due to larger loan receipts, higher maintenance
and operational expenditure due to inflation cl.Ild other unforesesn ¢ ontlncrenmes Inview of the difficult
financial position, it has been stated that it may not be possible to accommodate the liability resulting
from the recommendations of the State Finance Commission in regard to transfer of funds from the
State Consolidated Fund to the local bodies and Panchayats beyond the devolution of funds
recommended by the Central Finance C “ommission to supplement the Consolidated Fund of the State
and the level of present devolution from the State to these bodies It has ac:c;ordmgl";.r been suggested
that the Commission should, recommend measures to augment resources of these bodles 5o that their

rising resource gaps could be met by additional mobilisation on their own level.

17.8 It may also be stated that even though the over all financial position has been a matter
of concern, the State has managed to secure much higher Annual Plan allocations from year to year.
Taking the last -10'years, the annual expenditure of State Annual Plan w_hich was Rg.502.53 crores in
the yeair 1987-88 went upto Rs. 1116.43 crores in 1995-96, Rs. 1372.75 crores in 1996-97
(reivised outlay) and is now proposed to increase to Rs. 1575.00 crores in the year 1997-98. The
fact, therefore, remains that in spite of the financial constraints, the State has managed to make heavy

investments in infrastructure and in other vital economic, social 'and welfare sectors, .

17.9 . No clear and consolidated picture of assistance/grant-in-aid to the urban local bodies

~ and Panchayati Raj Institutions from the State lsvel is available. All the same the State Government
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have furnished a statement indicating assistance and grant-in-aid given under various budgetary Heads

(heads 3604,2512, 2217), and this is as follows:-

| . TABLE 17.4
" ASSISTANCE PROVIDED TO PRIS & ULB’S

. (Rs. in crores)

Year | — En. ‘NonPlan  Total -.

0.1 762 oo 1760

1991;92': R 1141 1556

o203 28 168 1453

1993-94 219 5.93 )

1994.95 i o481 oo 8.00 o 1251

1995-96 (RE) Cogsy 1732 - 25384

1996-97(BE) 485 | 14.89 1974

17. 10‘ o Ithllbe ééen tfxafthe d.ir;;:t Bﬁdg;é‘tary sﬁpport in recent yéar’s has been of the order of

Rs. 20/25 crores. This is, however, only a partial picture, as funds are also devolved to the locat
bodies under several other heads e.g. Poverty Alleviation Prog,rarmnes (IRY IRDP, Employment
Assurance Scheme etc. ) and an effort has been made to work out a more comprehe nsive picture by
obtaining mformatmn from different sources as mdloated elsewhert, in the Report Commg first to the

urban ocal bodles 111ustrat1vely, their mcome during the year 1994 95 and 1995-96 was around

185



Rs. 75 to 95 crores as would be clear from the table -~

TABLE 17,5

RECEIPTS OF ULBs (COUNCILS AND COMMITTEES)

(Rs. in crores)

Receipts Year
1994-95 1995-96
1} lax Revenues 30.03 40.58
- (41.06) (42.87)
it) Non Tax Revenue 29,80 . 29.14
' (40.75) (30.56)
- i) Grants-in-aid & 13.30 25.33
Loans (18.19) (26.57)
otal tacome - 3,15 935,33
' e (100.00) {100.00)

The grants and confributions, loans and other rmscellaneous receipts which 1nclude

receipts from State Gov emment and other sources constituted r)n]v 18.19% (Rs.13.30 cron es) in 1994-

95 and 26.57% (Rs.23. 33 crores) in 1995-96,

17.11

The overall financial position regarding the Panchayati Raj Institutions has been built

up from different sources and is broadly as follows (refer to table 5.5) :-

" TABLE 17.6
 RECEIPTS OF PRIs . B
(Rs. in crores)
“Source T Year
1993-94° 0 71994-95
i) Gram Panchayats own sources ~~ 39.67 SRR\ Jo iy BAM
o . (26,04) L (22.78)
u) Plan&Non-Plan gmms - 3.13 ) 515 -
= 205 . (274).
111) Su‘mdy & Matchng grants 2.05 B YA
s , S (1.39) _(0.5,4)_..
_iv) HRDF 3917 44.51
C o T (25.71) e (23.71y
v) Decentralised Planning 5.95 9.64
(3.91) ' (5.14)
vi) Poverty alleviation 62.38 84.11
(40.94) (44.81)
: Total 152,35 - 187.70
(100.00) (100.00)
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17.12 The Plan and Non-Plan grants, ,silbsidy and ma:ching grants were only of the order of
Rs. 5 crores during this period and another Rs. 6 to Rs. 9/10 crares was provided under “Decentralised

Planning™. A substantial amount is available under the HRDF (Haryana Rural Developr_nerit Fund) but

‘this is outside the Consolidated Fund of the State. The bulk of the amount available to the PRIs is under
the Poverty Alleviation Programmes like JRY, IRDP and EAS etc. which are centrally sponsored

schemes with a limited state share provided under the State Aanuai Plans. Apart from this, the State
provides an amount of about Rs.20 crores in the shape of expenditure on establishment provided to the

PRIs at various levels as well as on Gram Sachivs who look after the work of Panchayats. .

17.13 ‘The above comparision of the overali financial position of the State with that of urban

" local bodies and the Panchayati Raj Institutions is quite revezling. It will be readily seen that while

the overall annual expenditure being incurred by the State in recent years is of the order of Rs.6500 -
7000 croreé, the assistance given th> t}.lc local bodies is quite meagre. On the urban side even if we
assume that the bulk of grant-in-aid and contributions and loans came from government sources, the
total amount so provided was about Ks. 13-25 crores during the yeérs 1994-95 and 1995-96. As
already indicated earlier the total amount available to the Panchayati Raj Institutions in the year 1994-

95 was Rs.187.70 crores, out of which Rs.42.72 crores came from their own resources and other Rs.

44,51 crores from HRDF. By far, the major portions is under JRY, IRDP, EAS, etc. which are centrally

sponsored programmes and the State contributions was only a small percentage of the total sum of Rs.
84.11 crores spent during the year 1994-95. The inescapable conclusion is that the direct budgetary

support to the urban and rural local bodies as of today is quit ‘nsignificant.

17.14 The Commission is fully cognizant of the fact that the financial pesition of the State, as
revealed through the figures of revenue and overall deficit given in the earlier part of this chapter, 1s
far from satisfactory. In spite of the stringent resource position, the State has, as clearly poiated out
earlier, managed to provide a much higher plan allocation from year to year and there is no reason why
a similar dispensation should not be accorded to the minimum needs of the Urtan Local Bodies and
Panchayati Raj institutions. The Comunission strongly feels that the needs of the local bodies are as
much as developmental needs as that of various other sectors included in the Aanual Plan and are of
the view ;hat allocation of resources to this sector should also need to be regarded as another competing
developmental priority. The assistance that would be thus given to the urban and rural local bodies
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assumes greater relevance, as it has been clearly laid down that this would be duly taken into account
by the next Central Finance Commission. The year 1997-98 would be a particularly difficult year for
the State Finance in view of the committed liability of the Eighth plan and the likely burden due to
implementation of the Report offhe: Fifth Pay Commission. it may, therefore, beccme necessary for
the State Government to implement our recommendations in phases keeping in view the process of
delegation of functions to the local bodies. These are some of the main factors and considerations
which the Commission has kept in visw while formulating its scheme for the devolution of State

resources and grant-in-aid to the urban and rural local bodies.
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CHAPTER - XVIII

TAXATION OF CENTRAL GOVERNMENT AND STATE GOVERNMENT
PROPERTIES -

L. CEN TRAL GO\'ERNMENT PR OPERT]ICS

18.1 Unde the prowslon of the Amcle 285 of the Cnns1 itution of India, the pro perues ofthe
Central Government 27¢ exempted from all taxes unposed by the States or any authority withina State:
The State Governmezs have long been demandm ; that the la\.atlon of Umon properties should be
broucrht under the pumew of Municip cLlLaWS Thls issue of taxation of Central Gove1 hment properties
has assumed a new dimension since ma.r:y Govemment pl‘OpEI‘EII’S are strictly not used for administrative
functions but are es<°1tlally related te activities w;th a distinctly commercial blas such as ports, air
ports, hotels etc. In I"e light of the re COmrnenciatmns of the Local Finance Enquujr Committee, the
Government of India “emded as far i 0a ck as Ist May, 1954 that payment should be made to the local
bodles for service ch"oes in respect of c entral Govemmem propemes and a cormunication in this
re"ard was issued by she Ministry of Elnanee on the IOth Mcuv 1954, The Ministry of Finance vide
letter dated 29th Marzh, 1967, 1ssued detalled gruxdelme S for the mode of calculatlon of stich service
charges as well as dezzrmination of rateable annual value of the property. It was Jaid down that for
various type of :senices availed of in respect of Central Govemment propefcie*; service charges
- equivalent to 75% ot “he property tax realised from private 1nd1v1duals shall be leviable, with respect
to large and compact *oiomes which zre self suﬁ]crent in respect of most of the serv ices, but where
_some services are being [JI'OVIdEd by the ocal bodl es, service oharoes shouid be paid at 50% of the
normal property tax rase and in those ¢ ases where no civic services are dlreetly avalle d of, the payment
will be restncted to 3%/ % of the no*rmal rate of property tax. However pubhc sector undertakings
and-other 1ndustr1al u:xdenakmos ccnutltuted into inte Limited Compames would be required to

. pay all the usual ‘taxes hLe any othe1 pmate mdmdual

182 A perual of the status pclpers of‘vanoua Stah Governments like Maharashira Tamil
~ Nadu, West Bengal and Delhi prepared by Tlrnes Research FOLIHchthI‘l, Urban Studlev Centre, Calcutta,

ShOWS that the mumcpr authontles he ve se1 ious Iy taken up the questlon of recovery of service charges
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for Central properties belongmg to Railways, Civil Aviation, Post and Telegraph etc. There have
been disputes about payment of such service char ges in individual cases pertaining to Delhi Municipal
Corporatlon and litigation 1s pendmg in the qupreme Court. The Government of Maharashtra has set
up arbitrators for valuing Central Government propertres and in West Bengal, this task has been entrusted
to the Central Valuation Authority set up by the State Government. From discussions held by the
Commission with Local Government Department officials as well as various Iv[unicipa;lities it
transpired that the question of recovery of service charges from Central Government pr opemes situated
in the State of Haryana has not been taken up serlously till date and in fact, it appears that the first
reference on this subject to the various Mun1 c1paht1es was made by the Dlrector of Local Bodies only
on 17.2.95. 1t has not been p0551ble 1o obrain any mfonnatlon zbout the income likely to be realised by
way of service charcres and Department of Local Governmem will have to oet the rnumclpahty-mse
survey done to identify such propemes and acsess the service charges which are payable by the
departments concemed There are st 'cable properttes be!ongmg to Central Governrnent Departments
in various parts of the State and we fes.l that substantral amount of service charges can be realised by
the Local Bodies, if an earnest effort is "nade in tlns dlrectlon We hope that the State Govemment will
immediately mmate a survey in thls regard and assess the amount, Wthh is due to the variols

municipalities by way of service chat zes and take Jmmedtate steps to recover the same.

2. STATE GOVERNMENT PRO'PERT]ZES .I

18.3 ~ Underthe provrsmns of'the Harytma Mun1c1pal Act, propertles of the § tate Government
are liable to tax like any other pnvate inciividual. Howevel the State Government has granted exemption
from tax for certain catecones The Commission has obtamed mforrnatron with regard to outstanding
arrears, recoverable from various Government Departments and it has been intimated that more than
Rs.1.57 crores is to be recovered from 15 major Departments of the State as listed in Append1x A
However it appears that this does not depict a complete P ‘cture of arrears ‘since all Government
Departrnents Corporations and Undertakings have not been covered for this purpo se. The Conimission
views with concern the huge arrears pdyable by Govermment Departments to the Local Bodlies, which
have remained unpaud for a large number oFyecrrs Ifthe Sta1e Government itselfis a big defaulter in
the payment of taxes due to a local body, it would set a bad example when rec:over',r proceedmgs are
initiated against private 1nd1v1duals by the Mumc1palrt1es 'We do not see any reason as to why a
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commercial undertaking like Tourism Corporation should continuously default on payment of property
ax to Mumczpahttes It has been reported that the Secretary, Local Govemment is taking up this

matter with the Chief Secretary to Government of Haryana for expedltmg the recovery We strongly

urge the State Government to ensure that property tax payable to the Local Bodles is. pald in time in

future apart from clearing all the outstandmg arrears within the next two years
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. APPENDIX*A’ ..

' DEPARTMENTWISE ARREAR OF PROPERTY Tx
Sr.No.. Depaﬁmgnt - Amountof Arreaf_(Rs.) _
1. Co-operative | 206990
2. PWD(B&R) 6069760
3. PWD(P.H.) 1276432
4 Revenue 1807284
5 Forests 327492
6 Health 600356
7. Agriculture 157830
8 Panchayats 631974
9 Police 523935
10. Post & Telegraph 194982
1. Roadways 344903
12. Courts 430221
13. Marketing Board | 454987
14, HSEB 1408201
15. Irrigation 1261846
TOTAL 15697193
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CHAPTER - XIX

HARYANA WATER SUPPLY AND SEWERAGE BOARD

191 "As feferred to in chapters X1 and XII, an expenditure of Rs. 211 .00 crores is considered
as the minimum required for the Public Health sector during the 9th Plan period 1997-2002. It is
‘envisaged that 40% i.e. 84.40 crores will be provided in the 9th Five Year Plan and the balance i.e
126.60 crores would have to come by taking recourse to financial institutions like HUDCO, LIC, etc.
The question of creating an apex organisation for channelising funds from these sources, accordingly,
assumes utmost importance and the commission strongly feels that such an organisation to be called
the “Haryana Watar Supply and Se\a_/erage Board (H.W.S.8.) should be created as a matter of oyerriding

priority.

19.2 It would be pertinent at this stage to have a clear perceptionlbf tha ‘arr'anaéménts in
some of the other States like Maharashtra, Punjab and Rajasthan. The Maharashtra water Supply and -
Sewerage Board (MWSS Board) was constituted under MWSS Board Act as far back as 1976 and
looks after the planmn'g, preparation and construction of water supply and sawerage schemes in the
entire State except Mumbai Municipal Corporation' area. The Board has been arranging loans from
LIC, which are repayable in a total span of 25 years, with an initial moratorium period of three years.
The Board was also allowed to resort to * Open Market Borrowings”™ directly,.‘fthough;_réce_ntly it has
been decided that such borrowings will be undertaken by the State Government itself.

193 ‘The Government of Maharashtra has worked out a very ingenious system of giving
assistance by way of loans/grants depending upon the categorisation of the local body on the basis of
their financial capability. 242 Townsin the State have been divided into five categories i.e.(i)Municipal
Corporatlons (other than Mumbai), (i) Mun1c1pa1 Councils, . .(iii) A-Class, (iv) B Class and

(v): C- Class and (vi) smaller C-Class Municipalities. The Government grant- m«aid(GIA) popular
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contribution (PC) to be paid by the Munictpality and the amount to be provided as loan is as under:-

- TABLE 19.1

FINANCING PATTERN (MAHARASHTRA)

Sr “Category - PC | GIA. Loan Total
No. of M.Council/Corpn. ‘ - s
1. Muni.Corpn, 10% 2313% -~ 66203%  100%"
-Excluding BMC - : CERRTR
2.7 Muni. Councils 10% - 2313% . 662/3% " 100%
3. A Class 10%  2313% © 6623% 100%
4. B'Class o 10%  40%  s0% O oloo%
3. C Class
having population
15000 or more as - 50% 0% - 100%
per 1981 Census. : o ' ' . o
. f
6. Class havmg
~ population SN ' R o
- lessthan 15000as. - 100% T 100%

per 198] Census

While this is the overall cateoory-wme position, relaxatioris are made on 2~ case to

case basis as warranted by the situation.

19.4 So far as Punjab is concerned, a Punjab Water Supply and Sewerage Board was set up
in'the vear 1976 with an authorised share capital of Rs. 20 crores which was contributed by the State
Government and the Local Bodies The Board initially undertakes schemes out of ifs own funds which
in furn are recoverable from the concerned local authority and the State Government stands guarantee
for the payment of all such dues on behalf of the local authont:es The ULB’s are also required to levy
such rates of watér supply and sewerage as are suggested by the Board. The staff of the Public Health-
Engineering Department stands transferred to the Board to the extent to which work is undertaken and
during the implementation period the Board acts as an agent of the local authority for the management,
maintenance and ;operation of the water supply and sewerage facilities. The Board is authorised to

raise loansfrom any Bank or other financial institutions like LIC/GIC or any Corporation of the State
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Government and can also raise loans from the public by issue of bonds and debentures etc. We are

given to understand that the Board has been raising Rs. 10 to Rs. 15 crores from HUDCO every year.

195 In so far as Rajasthan is concerned , our PHED has informed that though there is a |
Rajasthan Water Supply and Sewerage Corporation Act, 1979, the State has constituted a Rajasthan
Water. Supply and Sewerage Management Board on 28.4.1980 under an executive order. of the
Government and this Board has neither'aﬁy independent status nor any statutory powers. This Board
has been constituted as the World Bank Authorities have been insisting on its formation as a prerequisite
to their financing the Water Supply and Sewerage Schemes and-as the LIC has also been asking for the
formation of such an independent Board to facilitate grant of loans. The Board is headed by the Minister
for Public Health Engineering Department and Secretary Public Health and Finance and Local
Government are représented on this Board. The Board does not directly carry out execution of water
supply and sewerage schemes in the field nor does it undertake the operation or maintenance, as both
these tasks are carried out by the Public Health Engineering Department. The Water Supply and
Sewerage Board in Rajasthan is. therefore, essentially in the nature of an apex organisation to secure

financial assistance from other All India Financial Institutions and to supervise and review the working

of the Public Health Engineering Department.

19.6 We have considered the situation as it pertains to our State, and feel that there are two
options, the first being to create a Board which is made self—suf’ﬁcient for arranging resources, planning
works and their execution and maintenance, as is broadly the case in Maharashtra and Punjab. The
other alternative is to create a Board which will arrange funds, plan the works and assign priorities
but get the work executed and maintained by the existing Public Health Engineering Department. Both
these alternatives have their own advantages and disadvantages. In case a full-fledged Board is created,
this will amount to creating a parallel organisation like the Public Health Engineering Department and
the existing HUDA. Under the second alternative the additional financial liability is the minimum and
while the overail objective of securing loans from institutions like LIC/HUDCO is achieved, the

Public Health Engineering Department continues to function.as at present

19.7 = The Commission has carefully thought over the matter and feel that considering the
overall objective sought to be achieved, it would be quite appropriate if we create an organisation of -
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-~ the tvpe which exists in Rajasthan. This would incidentallv ward off delays which are likely to occur
if we opt for creating a full-fledged parallel organisation and we would also, at the same time, encounter
lesser resistance from the existing establishment. ADuring discussions with the department
representatives, it transpired that a legal document on these lines was actually drafted in the year
1994, indicating tacit acceptance for this course of action, The Commission strongly feels that a Water
Supply and Sewerzge Board may be created in the State on these lines. Needless to say that the
precise provisions 1o be incorporated in the new legislation would have to be determined: afresh by
the Government by taking all these relevant factors into account. In case we get ADB(Asian Development
Bank) assistance or gb to__.the World Bank, we would have a readily available channel which can be

well utilised.

19.8 - Wehave aiso considered the question of providing seed money for the proposed Haryana
Water Supply and Sewerage Board (W.S.S.B.). It is difficult at this stage to precisely indicate the
quantum of yearly seed money required as this would depend on a number of factors including the
scale of operation which are p_ropbsed to be undertaken. Tentatively, it is felt that it may be necessary

to provide a sum o' Rs. 8-10 crores for this purpose over the four years period i.e. 1997-2001.
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CHAPTER - XX
HARYANA URBAN DEVELOPMENT FINANCE CORPORATION

20.1 In keeping with the provisions of the 74th Amendment of the Constitution, along with
Schedule 1’> appended thereto the Haryana Municipal Act, as already indicated, has been amended
$0 asto asswn a major role in urban planning and deve]opment to the urban local bodies, who have to
contend with not only the 1ncreasmg demand for the provision and maintenance of civic services
consequent uponrapid urban development but are also requn'ed to take sigrificant steps for the allround
economic development of urban municipal areas as such. As we have earlier seen the tax base of our
urban lecal bedies s very restrictive & inelastic and our munieipal bodies, with very few exceptions,
have failed to provide the basic amenities in the towns in Haryana. It is therefore, not surprising that
the disposal of garbage is poor, insanitary conditions prevail all around, roads are badly maintained
and there is inadequate street lighting. The municipal bodies are in such a bad shape that in many.
instances they are not even able to pay the salaries of the staff or discharge their obligétions towards
the Provident Fund and pension contributions of their employees. Likewise their payment capacity is
"enerally such that default in the repayment of loans taken from Government and other financial
mstltutlons is almost a regular feature The grants provided by the oovemment are also very llmlted

and that too under certain selected schemes.

20.2 The main bottleneck coming in the way of undertaking development works at a
reasonabie satisfactory pace s the resource crunch, with the result that after providing for establishment
and other pressinc e\:penditure there is very little left for the developmantal activities. While we
have suegested measures for strengthenmg the resource base of the urban local bodies by way of |
devolutions from the State government and resource ralslng eﬁ"orts by the municipalities themselves
for remedying this situation, it is felt that this would not go far enough and what is urgently required is
a well organised and systematic arrangerrient for tapping the financial institutions for resource raising
on a continuous basis so as to undertake development works in a big way, particularly on the capital
side. It is considered that the exisﬁng arrangement of raising resources through LIC or other commercial
channels by the rﬁﬁnicipaf bodies does not go'fo'r enough and needs to be refurbished. Here it may be
worth noting that raising resources through such financial institutions is one of the main planks for

207



strengthening the resource base in the States of Maharashtra and Gujrat. In the circumstances of our
State we feel that one of the institution which we require is an apex organisation to be called the
“Haryana Urban Development Finance Corporation” which would become an appropriate phannel
for securing assistance from financial institutions and in turn disbursing the same to the urban local

bodies.

203 It may be stated that such an arrangement already exists in Kerala, which had set up an
Urban Development Finance Corporation in the State as far back as n 1970 with an initial share
capital of Rs.1 l:ro re. Amo'ng. other things, it rehders financial assistance by way of loans zlnd advances
for the execution of remunerative developmental schemes, town improvemént including housing schemes
and town planning schemes. One of its major tasks is to provide technical and other assistance and

guidancé for the developmental schemes, including implementation of Master Plans.

204 Since the majority of the urban local bodies are not in a position to _affordi a separate
proiéct cell due to financial and managerial constraints, the Kerala Corporation has created a technical
celt which extends assistance to all the local bodies, especially smaller municipalities, in identlfymg
priority areas and priority projects for financial assistance from HUDCO and other financial msmutlons

The main source of working capital of the Corporation is the proceeds from debentures/loans floated
by the Corporétion with the guarantee of the State Government and the permission 6f Reserve Bank of‘
India. Ason 31st March, 1994, the Kerala Corporation has renderedl a loan assistance émbunting to
Rs. 56.75 crores for 612 schemes of various urban local bodies, of which 494 aiready stand completed

and the rest are in various stages of execution.

20.5 The Commission has carefuliy considered the matter and is of the view that the creation

of a similar institution at the State level in Haryana is almost imperative for tapping the institutional

finance for taking developmental activities in the municipal areas. Illustratively, the propdsed financial -

Corporation with the nomenclature of “Haryana Urban Development Fmance Corporatlon could

have the following main objectwes

1. to prc-v1de ﬁnanmal assistance by way of loans and advances to urban local bodies in
the State for developmental schemes; |
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to provide technical or any other assistance to the urban local bodies in the matter of
| implementatlon of the dev elopmental schemes including 1mplementatlon of the Master

Plans prepared by the local bodies;

3. to provide necessary assistance to the local bodies for improving their administrative
- machinery/procedures;
4. . 1o undertake schemes in collaboration with the local bodies or any other-agency on

such terms and conditions as the Corporation may deem fit;

5. - toundertake commercial or other activities with'a view to procure or supply articles,

stores, books and registers etc. required by the local bodies;

6. ©  toactasanodal agency for the Government of India or the State Govemment HUDCO

gic. for pr0v1dm<r ﬁnancxal asmstance to ULBs; and

7. any osher_objectyve_lncidental or ancill'ary to the attainment of the main objectives and

any other objective considered desirable by the State Government,

20.6 - Irisdifficult at this stage to indicate the share capital which may have to be provided.
during the four vears period 1997-2001. All that can be stated at this stage is that this share capital
would have to be provided by the State Government and may be of the order of Rs. 5.00 crore to Rs.
8.00 crores over the next 3-4 year_s. The main source of working capital of the Corporation shall be
through the proceeds obtained by floating of debentures with the guarantee of the State Government
and approval of the Reserve Bank of India. It can also receive loans, advances, grants etc. from the .
Central Government or- the State Government for. the purpose of carrying on its: business. The .
Corporation may be managed by a Board of Directors consisting of a Chairman, a full time Managing
Director and Directors to be appointed by the State Government. The Corporation will be adopting
its own procedures fori its ﬁmc‘aomng and could be recognized asa nodal agency for financial assistance

to urban local bodles from HUDCO LIC etc.
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CHAPTER - XXI

PRIVATISATION OF MUNICIPAL SERVICES AND RECOVERY OF
USER CHARGES | |

211 Municipal services at present have nothing to boast ‘abo'L-xt in almost all parts of the
country largely due to poor financial position of the local bodies. Most of the municipalities are not
even geared to perform the core civic functions at a satisfactory level. While on the one hand, the level
of services has been deteriorating continuously, the expenditure on establishment has been rising steadily,
making the task of improvement even more difficult. It is in this cbntext the question of involving the
private sector n mamtalnmg certain semces needs to be con51dered sersously Under this system, the
mumclpahty enters into a contract with the prlvate firm for operatlon and maintenance of a service for
a spec1ﬁc task for a ﬁxed period for a specified compensatlon Such a pracncc of contracting is
already in vogue in various municipalities across the country and the most common services amongst
these are related to solid waste management, sanitation, development and maintenance of parks, gardens
and recreational places as well as maintenance of roads and street lighting. The municipalities of
- Banglore, New Bombay, Cochin, Pune, Baroda and Rajkot are some examples where such privatisation
has been successfully implemented. In the case of Rajkot Municipal Corporation, privatisation with’
regard to the service of strees-lighting, solid waste removal, cleaning of public latrines and maintenance
of gardens, parks, et¢. is Areport'ed‘ to have resulted in substantial cost savings ranging from 15% to
72% of original cost. Normally such contracts are for a service on an ongoing basis but it is also’
possible to have contracts for one time tasks like designing and construction of specific infrastructure
facilities like roads: water supply, distribution net work, etc. Contracting out a specific service wiil

have to be decided on the following important considerations:-

1) “the foremost consideration should be the iikely cost efficiency which will be achieved
by such privatisation. . ' ) |
2} the second factor before deciding on privatisation pertains to how specifically a service

can be defined so that it is possible to tell the private contractor as to what exactly is

expected of him. This would necessitate a clear cut definition and breaking down of a
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service into several functions which can be contracted out.

3) the need for privatisation would be felt all the more wheﬁ it fs proposed to introduce a
new service or increase the service coverage of the existing facility both in terms of
quantity and quality which may be beyond the competence and capacity of the local
municipality. Example in this connection can be given regarding the responsibility of
maintaining parks and play grounds which most of the municipalities are unable to do
and have, therefore, contracted out to various commercial organisations or industries

often in exchange for goodwill or advertisement rights.

21.2 It may be argued that generally any decision to privatise the existing service will lead
to resistance from the employees union apart from méking the exisﬁng staff ofthe niunicipality redundant
with no work. In this connection, the experience of Rajkot Municipal -Cofporation suggests that as
long as privétisation does not lead to retrenchment of staff, there may not be any app'feciabie resistance
from the employees’ union. Ways will have to be found to utilise the service of the existing staff by
assigning them various functions by not ﬁll.ing up the vacancies till the process of absorption is |
completed. Privatisation of various senices will help municipalities in effecting cost saving which
can be put to productive use in improving service provisions or increasing the present level of coverage

of services. This will have a big impact leading to curtailment of expenditure on establishment and

. simultaneously brihging in efficiency bv promoting a spirit of competition amongst various private

agencies in the field.

213 Keeping in view the positive results of the experience of mahy municipalities across
the country and the need to improve the level of services and s@multanedusly bring about eﬂiciency.
and saving in expenditure in establishment, the Commission stfrongiy recommends privatisation of
services like street lighting, solid waste management, construcltioh/maintenance of toilets, garbage
collection and disposal, streets cleaning. road maintenance and maintenance of garden, parks and play
grounds in all the major municipalities of the State. We particularly recommend the adoption of practices
followed in the Rajkot Municipal Corporation with i‘i‘egard to privatisation by the Faridabad Municipal

Corporétion‘ and Municipal Councils of Haxyana.'lt:would be worthwhile for the State Government to
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depute a few municipal functionaries to the Rajkot Municipal Corporanon and study in detail the
procedures and practices which are being followed there, so that a decision could be taken on adopting

them suitably for our municipalities.

USER CHARGE FOR URBAN SERVICES

214 Under the terms of reference, the State Finance Commission is expected to suggest
measures to strengthen the financial base of Municipalities in the State. In this context, user charges is
‘a potential source for not only improving the resources of municipalities but also in improving the
quality of service rendered to the consumer. Fundamentaily, user charge is a charge levied for the use
or access to a given service like water supply, sewerage, sanitation etc. User charges can be an
additional source of revenue to the local Government since for many of the services, even a small
percentage of operatlonal and mamtenance cost 1§ not bemo recovered in practlce in several cascs.
Secondly, it would be possxbie to ensure that local cmzens get eﬁ’icxent service which they want and
for which they are \wlhn" to pay. Thlrdly by a proper costmg and recover‘y of user charges it will be
possible to ensure adequate return on_mfrastmcture investment leadmg to tostill higher investment in
this sector. This is all the more important with the budgetary constraint beeoming.l more of a rule than

an exception.

21.5 The principles which should govern the pricing of user charges would incl_ude raising

revenue, covering operational cost, the need to meet financial targets and required rates of return on
assets, simultaneously avoiding abuse of services and also to ensure equity among the various

beneficraries. The extent of cost to be recovered through user charges will depend on the pnormes of

the local authorities but for full cost recovery all costs related to maintenance, debt service and -

depreciation would need to be taken into consideration. A study of water supply and sewerage service
i various indian cities indicates that the cost of recovery ranges from 20% to 100% In most of the
cases they are levied at a flat rate on connections and not on actual consumption. The charges are also
progressive with larger size connections paying a higher rate and non-demestic charges being higher
then domestic which helps to cross subsidise the domestic rate. Another important aspect in the existing
eystem relates to the level of State control in dec;iding the rates for user charges. In most of the cities

the local bodies have no autonomy in fixing these rates. Another constraint in properly pricing user
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charges is a need to ensure affordability for the poor, since their affordability levels would be lower
than the required price level. This ;:an be taken care of by keeping very low rates for the lowest
consumption block and progressively increasing the rates for higher ccnsumption blocks thereby ..
providing the necessary cross subsidy. The pricing also depends on willingness and ability of different
* categories of consumers to pay for the services rendered. All this is, however, possible only when the
Municipality has greater autonomy in settling the charges. It would be desirable that the power to fix
user charges and especially for upward revision should be with the Municipality with a further provision

that :7e rates can not be reduced without the approval of State Government

21.6 In the State of Haryana, against the average cost of Rs. 1.27 paise per kilo litre for
tubewell based water supply and Rs. 2.05 per kilolitre for canal based water supply the recovery in
the c:se of domestic consumer is Rs. 1/- per kilolitre and for the industrial/ commercial consumption,
it is Rs.2.40 per kilo litre. Added to this, is the inefficiency, in the actual recovéry which has not
shown any improvement beyond a level of Rs. 2-3 crore per annum. It is, however, reported that when
the work was handed over to the PHED, the recovery increased substartially 1o the level of Rs. 6
crors per annum. At present no user charges are being levied for sewerage and solid waste collection
or ar- other service being provided by the Municipality. Based on the general principles enunciated
abovz. the Commission would recommend the following measures, for adoption by the Urban Local

Bod:zs inthe State :-

1) As a matter of principle, full cost recovery should be ensured for water supplyA
in al: the Municipalities in the State. However, this may be achieved over a period of time during
whic™ rates should be gradually increased to ensure full cost recovery. At the same time, the interest of
the weaker sections of the society mainly of people living in slum areas needs to be protected and this
canta ensured by charging the industrial and commercial consumers at a much higher rate than what is
norm. _lly applicable to domestic consumers. This is done in Mumc1palmes like Bombay and would
ensu-: the interest of the weaker sections by means of cross subsidy. Levy of water-rates for the
indus:rial purpose in townshlps like Faridabad, Ballabgarh, Yamuna Nagar, Pampat Sonipat, Gurgaon

and -‘ambala can be reviewed from this standpoint
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2) '~ The rates charged should be reviewed at least every three years and necesary
increases effected to ensure recovery of the full cost including the addiﬁoﬂality which has takenphe

in the intervening period,
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CHAPTER-XXI1

POLICY ON MUNICIPALISATION

221 As per the 1991 census, Haryana has an urban population of 40.54 lakhs residing in 94

towns constituting 24.62% of the total population. The decennial growth rate of populé.tion in the

period 1981-91 was 27.40%. The municipal urban populatlon of 81 urban local bodies was 38.47

lakhs constituting 23.37% of the total population. The decennial growth of; 'nummpal population between

1981-91 was 37.44% and the projected municipal population during 1995 is 44 lakhs which is nearly

25% of the total projected population of 1995, A perusal of these figures would show that 11 towns

wnthout a mumc]pal set up have a population of around 1.47 lakhs. Out of these 11 towns as per list

annexed (Append:x ‘A), three have a population of more than 10,000 as per 1991 census.

22 The Haryana Municipal Act as amended in 1994 spells out some criteria for.

mummpahsatlon Sectron 2(A) of the Act which contains the classificaticn of municipalities provides

. for three classes of municipalities. Municipal Corporation s for a farger urban area with the population

exceeding 5 lakhs , Municipal Committee for a transitional area with the population not ‘exceeding

50,000 and Muruc1pal Council for a smaller urban area with population exceeding 50,000 but below

five lakhs. Industrial townships with certain level of services and military cantonments can be excluded
frbm mﬁniéipai administration. The power of declaring any area as a municipality vests with the State
Government As per the provisions in the Act, factors like population of the area, density of popu]ation
local revenue generated, percentage of employment in non-agricultural activities, economic 1mportance
of the area and such other factors considered relevant by the State Government are taken into
con51derat10n while declarmg an area as a municipality. Under Section 3 of the Aect, a notification
proposing an area to be a municipality is issued inviting objections and after consideration of these
objecﬁons.‘.prdérs are passed declaring a local area to be a municipality. The power of abolishing a

municipality also vests with the State Government under Section 8 of the Act,
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URBAN AREA

223 Urban area has been specially defined for the purpose of census and in the year 1991,
the criteria adopted was the same as during the 1981 census. As per this definition an urban unit

includes all places like a municipality, corporation, cantonment board or notlﬁed town area comrmttee

as also all other places which satisfy the followmg criteria :-

i} a minimum population of 5,000;
ii) atleast 75% of male workmg popu]atlon is engaged in non- agncultural pursuits; and
i) the den51ty of population is atleast 400 per square kilometre.

224 - During 1991 census, the cases of all rural units having a population of 4,000 or more

than as per the 1981 census were examined. The total number of towns in 1991 census had risen 10 94
as compared to the 81 of the 1981 census. The details of these 11 towns (10 enlisted in 1991 census
and one of Panéhkula Urban Estate of 1981 census) are alréady meﬁtioﬁed'at Appehdix ‘E _Based on
the -above definition of urban area Rania Municipal Committee with a population of 23,334 was
notified as rural area though it was declared as urban area in 1981 census. A perusal of the list of 11
towns which-have been included in the 1991 census shows that some of them like Mustafabad Bllaspur
Kheri Sampla, ete. are purely Mandi towns with a concentration of traders. They essentially contmue
to be rural areas but have been brought within the definition of urban area since 75% of the male

working population is engaged in non-agricultural pursuits.

225 A view has to be taken as to whether the 11 towns which are urban fb\%friship"s could be
brought under the ambit of municipal administration whereby they become entitled t6 municigal services.
Each case has to be examined-on the basis of facts and data available and a dééiéioﬁ needs :t‘o'beit'é'kéri
by the State Government However, viewed under general criteria laid down under the Act there is a
strong case for declaring the towns of Dharuhera, Panchkula, etc. as mun;c:pahtles stralghtaway
Dharuhera is an industrial township, where facilities of water supply, sewerage, street hghts, etc.
have been made available by HUDA. We understand that recently residential areas have also been
developed by HUDA and thus, the area has immense economic potential, espe.cially as it is situated on

a National Highway in the National Capital Region. Similarly, Panchkula wit;h a population of 70,375

as per 1991 census has developed as a prestigeous satellite townslﬁp of éhandigarh and in many
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respects even rivals Chandigarh and there is a very strong case for declaring this town as a municipal

coungcil and bring it within the pumew of the Municipal Act The Government has already declared

Pinjore as a mumcmallty
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APPENDIX ‘A’

LIST OF TOWNS (URBAN AREAS) WHICH ARE NOT BEING COVERED AS

MUNICIPAL AREAS

Sr.No. Name of the Town Population (1991 Census)

1. Panchkula UrbanEstate - 70,375

2. Babiyal 12,750

3. Dharuhera 10,848

4, Pinjore (Rural) 8,013

5. Kheri Sampla 7,838

6. Mustafabad 7,301

7. Bilaspur _ 7,130

8. Dundahera 6,767

9. H.M.T.Pinjore 5,516

10. Uncha Sawana 4,860

. FarukPur | 5,579 -

TOTAL 1,46,977 ‘

Note:- Pinjore (Rural) has already been declared a Municipal Committee recently.
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CHAPTER-XXIII
+ STRENGTHENING OF MUNICIPAL ADMINISTRATION

(1) M UNICIPAL ADMINISTRA’I‘ION

23.1. ., . The Directorate of Local Bodies was established in the erstwhile State of Punjab in
April, 1966 in accordance with the recommendations of the Local Government (Urban) Enqmry
Commission , 1957. The Directorate of Local Bodies, Punjab had four Regioral Deputy Directors,
three of them looking after Jalandhar, Patiala and Ludhiana regions fell to the share of Punjab and only
one region i.e. Rohtak was in Haryana. The Directorate Urban Local Bodies, Hzaryana thus came into
existence on 1.11.1966 on the bifurcation of the State but was abolished in the year 1967. While the
reasons for its abolition have nowhere been clearly stated, the fact remains that the then Haryana
Region which constituted the new State of Haryana was dotted with small mumclpalltles with
comparatively weaker financial position and the truncated Directorate inherited : oy the State was not
geared to play any effective role. With increasing urbamz‘atlon and newly emerging problems, the
Directorate was again revived in the year 1982. The Directorate of Local Bodies in Haryana 1s thus
one of the youngest Directorates and it transpires that certain powers were given to it at the time of its
inception which were later on withdrawn. The new Haryana Municipal Act was promulgated m the |
year 1973, when the Directorate did not exist and as such both with regard to personnel as well as
various other substantive matters, the powers are either with the Deputy Cofnmiséioner or with the
State Government. A reference to some of the provisions of the said Act, 1973 would make the
position quite clear. Under Section 21 of the Act, dealing with ¢ No-Confidence Motion’ against the
President or Vice-President, it is the Deputy Commissioner who is required to convene a meeting for
the consideration of the motion. Under Section 43, ifin the opinion of the Deputy Commissioner, the
- number of persons employed or proposed to be employed by the Municipality :s excessive, he can
order the Commlttee to reduce the number, of course, subject to an appeal to the State Government.
The powers of control and supervision by the Deputy Com:mssmner are contained under Sections 245 -
to 249 of the Act and could be briefly summanzed SO as to h]ghhght the issue. While under Section
245 the Deputy Comrmssmner has vast powers to inspect and enqulre into the affairs of the Committee,

‘under Sectlon 246 the Deputy Comm:ssmner is authonsed to suspend the execution of any resolutlon

or order of the Comrmttee Certam extraordmary powers have been glven to the Deputy Comrmssmner
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under Section 247 of the Act, who in the case of an emeréeocy can provide for the execution of any
work which is considered necessary for the service or safety of the public at the expense of the
Municipality and Section 248 empowers him to require a Municipal Committee defaulting in the
performance of its duties to act in accordance with his specific orders. These powers, it will be
readily seen, are quite extensive which still remain with the Deputy Commissioner and the Directorate
of Local Bodies s, correctly speaking, nowhere in the picture. With the creation of'the Directorate in -
the year 1982, this situations was sought to be rectified and vide notification dated 18.11.1982 powers
were delegated to the Directorate under the following Sections of the Haryana Municipal Act. -

(a) Section -~ - ’

43 " Power to prevent extravagance in establishment

57 Applicetion'of fund |

240 'A.ppeal from ordere of Municipal Committee

252 _Power of State Government and its officers over Committee:

(b) Section:-

42 - Power to demand punishment or dismissal

(¢) Section:-

13 Resignation of member of Committee
: 18 Ele_etion or appointment of President and Vice President
(d) Section:_— o : ‘ S SRR

246 Power to suspend the resolution or orders of Committee -

- 247 -Extraordinary power of Deputy Commissioner in the case of emergency

232 | It will be seen that the powers so delegated' to the Directorate are similar ;co those
exercised by the Deputy Commissioner, as at present. This is not clear whether these p'o‘wers were
also withdrawn from the Deputy Commissioners and vested only in the Dlrectorate or whether these
were concurrent powers given to the Directorate along with the exercising of such powers by the
Deputy Commissioners. In any case exeept powers under Sect:on 57(2) (L) sanctions requxred to be

obtained from the State for expendlture relating to safety and weIfare) and under Sectxon 42 of the
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Haryana Municipal, Act, all other powers were withdrawn by the Government in the year 1984,

233 When it comes to personnel, the picture is more or less similar. There are three levels
of services: (1) The State level services, (2) the services under the control of the Deputy Commissioners
and (3) the services under the control af the Municipalities. The State level category of services with
a total personnel strength of 430, are 10 in number, out of which 5, namely, Adnﬁnistrators /Presidents,
Executive Officers, Secretaries, Health Officers and Municipal Engineers are still with the State
Government and 5 .others, namely, Junior Engineeré, Accountants, Superintendents, Chief Sanitary

Inspectofs and Fire Station Officers are under the Directorate. - In respect of the bulk of services, 69 in

number, with a strength of 5474, the Deputy Comimissioner is the appointing authority and these

categories include Assistant Surgeons, Vaidyas, Lady Health Visitors, Dispensers, Vaccinators,

Inspectors, Foremen, Clerks, Tax Collectors, Supervisors, Peans and other Class-IV employees. These

district level employees are transferable only within the district, while those belonging to the other 10

services, mentioned earlier, can be transferred from one district to another. The third category is that

of sweepers, with a sanctioned strength of around 7700, in whoss case the Municipality is the appointing
and punishing authority. It will thus be seen that only 5 services, i.e. Junior Engineer, Accountant,
Superintendent, Chief Sanitary Inspestor, Fire Service Officer with a tctal strength of about 150 fall

under the purview of the Directorate.

234 To complete the preée:m: picturé, it may be stated that the Director who is a senior level

IAS Officer is presently assisted in his work by one Additional Director and one Deputy Director
belonginé to HCS/HSS cadre, a Fire Officer, an Accounts Officer and other staff consisting of about

128 Class II, III and IV officials.

23.5 ~ Itwould bear repetiticn that the extensive list of functions given in Schedule 12, after :
the 74th amendment of the Constitution, cover the entire sphere of urban planning and development. . ;
This obviously requires high level guidance, direstions and support, which task, in the opi'nion' of the
Commission, squarely falls on the shou.ldérs of the State leve! Local Bodies Directorate. The brief

resume given in the preceding paragraphs clearly indicates that the Directorate has yet to be fully |
equipped to discharge these functions. While there is 1o doubt that the pivotal role of t;he Deputy
Commissioners has to necéssarily continue, li:he Commission strongly feels that the;Di'rectorate must
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_ be strengthened in several directions and should have 2 much more effective control over the vanous

Municipal services.

236 One of the priority areas in respect of which the Directorate needs to be st;engthened
is its Town Planning and Engineering Wings. The strengthening ofthe Town Planning Wing is particularly
necessary as under Section 203 of the Municipal Act, the ULB’s are vested with powers wi.tlh _rcgard
to planning and implementation of the Town Planning (TP} schemes. The mushroom grO'm;th of slums
and defective layouts resulting in unauthorised constructions &nd encroachments are areas of serious
concern which call for pointed attention. A strengthened engineering cell is necessary to ensu_re.t.hat
works are executed according to the specifications and proper technical support is provided for building
of roads and their maintenaﬁce, pavement of streets etc. Dun' ng discussions the Local Government
officials have suggested that the Town Planning Wing may be headed by a Senior Town Planner and
the Engmeenng Wing be headed by a Superintending Engineer.with supporting staff, costing. about Rs.
7/8 lakhs per annum for each of these two wings. While the precise number of, and t_he_ levels at
which, additional staff may be engaged for these two cells are matters of details, the Cornmission
strongly feels that there is more than ample justification for strengthening the two wings on the lines

suggested.

237 The other area requiring urgent attention is that relating to pensions. All rrunicipal
services have been made pensionable w.e.f. 16th April, 1992, The Government had notified Haryana
Municipal Employees Pension and General provident Rules, 1993, vide its notification dated 5.3.93.
These rules stipulate, interalia, that for the payraent of pension, there shall be established a Peneion
Fund by the Director, Local Bodies and that a municipality shal. make a monthly contn'b_utien towards
the fund at the rate of 10% of the basic pay of all municipal employees who opt for pension as their
contribution towards ‘Pension Fund'. | This fund shall be held and administrated by the Director,
Local Bodies, Haryana and will be utilised only for the paymert of pension. B eeides regular menthly
payment contribution by 2 municipali.tj,-'l, the share of money standing in the Contributory Provident

Fund Account of the municipal employees shall also stand transferred to the Pension Fund.

23.8 As already! stated apart from the State/Directcrate level municipal employees, there
are the district level employees and the municipal sweepers, in all totahng a strength of around
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14,000, for whom pension is to be proi'ided. The first task is to ensure that irrespective of the financial
position ofthe municipalities, the latter must make pension contributions tothe centralised unit promptly
as a matter of natural course. The number of pensioners at presen: is reported to about 600 but is
likely to increase every year by 150 to 200 and the disbursements are expected to be of the order of
'Rs. 2 trores per anmum. The whole task of keeping a tag on monthly contributions for each of employees,
" wwhich cati be consolidated by each municipality before transmitting it to the centralised unit, and of
disbursement of pensions, is sizable and & proper organisational arrangement is required to be duly
‘established. The most appropriate way seems to be is to create a centralised unit as a separate sub-
wing of the Diréctérate with a Joint / Additional Director wholly devoted to this task of a specialised
"nature operatmo separately and dlstmc.tlv from the general working of the rest of the Directorate.
239 ' The other connected issue is the question of actual transference of thé money involved
in res'pe'nt?o'f the pension contribution of the employees as well as share of their Conitributory Provident
Fund till date which the Municipalitizs are duly bound to remit to the Centralised Pension Unit in the
Directorate. We have been given to understand that the Municipalities have been in no position to
refnitfth'ef‘Pénsion"Contribution‘fdr’the'em'p]cyeee and in order to start with a clean slate, the State
‘Government has already remitted Rs. 3 crorés to the Pension Fund to wine off the past liabilities of the
- Municipaﬂitieé. We strongly feel that the sifuation should not be allowed to detericrate and various
- amendments should be carried out in the relevant rules to ensure that the Pension Contribution would
be a first charge on the Municipnl bridget like “ Charged” item in the State Budget” so asto ensure that

‘there is nd relapsing to the situation as it existed in the past.

2310 ‘Apart from strengthening of the Directotate on the lines suggested above and providing
funds for the samie from the State Budget on an emergent basis, it would be necessary to give back-at
least some of the powers to the Directorate which were withdrawn in the year 1982.: Out of these, the
powers which are presently being exercised by the Deputy Comumissioners may have to be vasted in
the Directorate only concurrently. The other important aspect is regarding the power exercised under
the Municipal , Accounts Code, for the sanct:omng of Munu:lpa] ]3udget and excess expenditure etc.
Evenat present, the budget of Municipal Councﬂs ( 20 in numbe1 $ ) is hemg sanctxoned by the Divisional
Commlssmners and it IS felt that this taek 1..011]d be entrusted to the Dlrectorate $0 thnt they can keep
a better and closer watch on the incoms and expendlture of the larger Municipalities in the State. A
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detailed exercise would also have to be undertaken to see if further delegations would be required

under the various other provisions of the Municipal Account Code.

23.11 It may be mentioned in passing that various other suggestions came up during the course
of discussions for strengthening the district level from the municipal stand_pqini_: and the Directorate by
‘way of creation of posts of Regional Deputy Directors to be statiohed_la,_t each of the '(‘Ioimmi!ssligppr
Division, namely, Ambala, Rohtak, Gurgaon and Hisar. With regard to first, one of the 'sggg;f;sg_tig_,l_l_,_s_is
to create another post of ADC (Urban) in each District and the other is, to attach ar.xq";her HCS Officer
with the Deputy Commissioner to lock after the municipal work. Th¢ Ccl).fn_nﬂ}_is;io.:% ,@S}_OOF@Q,?QFO
this aspect of the matter and feels that our districts are quite small with enough staff strength at the
officers level and no additional strengthening is called for at this level. Likewise, we do not find
enough justification for creating posts of Regional Deputy Directors as an agency parallel to.the
Deputy Commissioners at this stage, though the situation can be reviewed af:g_r::s'omg It_i_mtla,__jf_' _tlge
increased volume of work and the various other attendant circumstances ‘so:w_artraﬁ.t,!, e
23.12. - In so far as, fhc Municipal employees are concerned, our Directorate ;gtgo_nglx,feels
that a number of categories at the Inspectorate level should.be taken away. fr_gm: ,t_}_l_f_: _D@_puty
Commissioner’s purview and the Directorate of Local Bodies saould be their apquntin g aqd:pun_ishing
authority. It has been brought to our notice that several functionaries like ,ACQQL‘.’?.“-?”}E?&.,Cﬁﬂ?j*’?ﬁ?%nd
Inspectors are sitting at one place for. several ye_:ifs, though therg.grgse;ipué_chgrge:s, Qf_,malp;ac_ti_cgs
against them. We have thought over this issus and feel that integrating the present staff under any of the
District Cadre would not be a practicable proposition, one way out could be to amend the existing
rules so as to give overriding powers to the Directorate to effect transfer from one District to ar__lothelr.
It would also need consideration, if fresh recruitment in resp-ec‘t‘ of a few more presently District level

categories may - now be brought within the direct purview,of the Local Bodies Directorate. .

2, LOCAL FINANCE DATABASE
2313 Another major féﬁﬁifeméﬁibf the ULBs is térha'vezll'ﬁe'll -drgéniiéd infbrin'atibﬁ'éygtém
which is not diﬁicult consxdenng tthT the total number of such bodles is only 81. Unlike the State

Government in respect of WhICh au1 h-=-nt1r:ated accoums are avallable from Account'mt Lreneral
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Haryana, there is o such arrangement for getting information in respect of ULBs. - This was a major
difficulty which was faced by us for getting the necessary data from the urban local bodies on the
financial side. This question came up for discussion at an All India Forum, on which many of the State
Finance Commissions were represented and ultimately the Institute of Public Finance and Policy,
New Delhi, came to our rescue and supplied a detailed proforma in which much of the requisite
information could be obtained. However, several gaps were found in the information so supplied and

cross-checking, to the extent possible, had to be resorted to.

23.14 Under the circumstances, we feel that there is a strong case for the creation of a State
level local finance database which would serve, among others, the following purposes:-

(a) it would strengthen support for policy making at the local level, .

(b) it would provide a data bank to enhance the technical and analytical capabilities of
subsequent State Finance Comraissions, which are required to be set up afier every
five years,

(¢} it would permit comparative study of local finances and assist in identifying strengths

and weaknesses of local bodies,

(d) - itwould provide informatior: to State Governments which will enable them in designing

policies for local Governments.

2315 ‘A minimum level of data which should be maintained by the municipalities would
“include data on income, expenditure and the level of services provided in the local area. Data would

also need to be maintained on the basis of functional classification and on issues which are required to
" be reviewed periodically. Illustratively, the Commission would suggest the minimum level of data to
be maintained by the local bodies to be as follows:- -

(a) receipts and expenditures under major heads and deficits/surplus balance,

(b} details of demand, collection and balance in respects of various tax ancd non-tax revenues

of local bodies,

(c) basis of taxation, rates, duties and tolls,
(d) assets created during each year,
(e) - details of services provided yearwise and expenditure thereon,
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() liabilities of the iocal bodies on loans, on payrnent due but not paid,.on staff payment

including Provident Fund and pension, on deposits and advances, and

(2 grants/ arrear revenues paid by Government, balance due from Government on assigned

taxes and other revenues of State.

23.16 The minimum level of data s listed above could be maintained by the local bodies in

detailed registers as under :-

(a) assessment and collec:ti.-on registers for various taxes and non-tax revenues,

(b) annual accounts register, cashbook registers, posting }egié;er,

(¢} expenditure register Register of bills estimates and allotment register, posting, register,
(d) register of properties of Local Governmet register of other assets and hiabilities, register

of roads/wells, lights, drains, sewerage and water supp'ly, .

(e) register of loans, regisser of Provident Fund, and register of pension,
() miscellaneous demand register and register of grants,
23.17 After carefully considering the matter we feel there should be a strong and well-

orgainsed computer unit in the Directorate of Local Bodies th which information should be directly
supplied on relevant variables by the 81 ULBs. Such computerisation is necessary not only for
facilitating speedy compilation but for easy access to this information as well, which can come very
handy both for policy making and for checking enforcement and compliance of instructions issued
from time to time. Such an arrangement will be very useful to the successive State Finance Cormmissions
to whom the necessary data could be readily supplied. This Computer Unit can also keep close
liaison with the central institutions and information can also be supplied, whenever calle:q_for,‘ to the
Central Finance Commission and other central orgainsations and financial institutions for strg:ngtheniné
our case for getting our legitimate share at the All India level an‘cl securing further institutional assistanc:e
for strengthening the local bodies. Keeping these factors in view, the Comrnission recommends that a
sum of Rs. 10 lakhs may be earmarked by the Government for the purpose, which can'be further

augmented, if so warranted under the circumstarces.
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CHAPTER XXIV
AUDIT OF ACCOUNTS OF LOCAL BODIES

URBAN LOCAL BODIES

241 Article 243 Z of the constitution of India provides that the Legislature of a state, may,
by law, make provisions, with respect to the maintenance of accounts by the Municipalities and the
audit of such accounts. At present, the audit and budgeting of accounts is governed by the Punjab

Municipal Accounts Code, 1930.

PRE-AUDIT SYSTEM

242 Under the pre-audit sy:é.te:rn, the audit staff exclusively posted for a local body conduct
day to day audit of accounts and this syster is also called the Resident Audit Scheme. In the case of
,Municipal Corporation Faridabad pre-audit is provided under section 168(3) of Haryana Municipal
Corporation Act, 1994 and the Resident Audit Scheme of the orporation is headed by a Deputy
Director. This system of pre-audit is conducted with respect to 20 Municipal Councils and 6 Municipal

Committees in the State,

POST AUDIT

24.3 The remaining Municipal Commiittees :n the $tate are covered under the Post Audit
System by which accounts of Municipal Committees with anrual income more than Rs. 5 lakhs are
audited biannually and Municipal Committees with annual inzome below Rs. § lakhs are conducted
annually as per provisions of the Municipal Accounts Code. The audit in such cases is conducted by

the audit party headed by a Senior Auditor,

24.4 In the pre-audit system raising of objection is a continuous process and every payment/
claim is approved by audit before: actual payment is made. As and when objection is made it is
intimated to the head of the concerned local body by the Resident Auditor. At the close of thezyear, a

draft audit report on the accolints oftie local bodly for the preceding year is submitted to the approving
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authority. In the case of the Corporation the approving authority is the Director, Local Audit and in the
case of Councils and Committees it is the concerned Zonal Deputy Director. Copies of audit reports
are sent to various authorities like the Secretary to Local Government Department, concerned Deputy
Commissioners, Commissioner, Municipal Corporation Faridabad and the concerned Presidents of
the Comirﬁttees/Cwncils for information/zompliance. It has been brought to the notice of the Commission
that very little interest is taken by the bodies in settling objections which keep on piling year after year
and there is no system for monitoring the compliance of audit reports, even though there are enough
provisions in the Accounts Code w]‘.lerein.'specific time limits have been given for compliance at
various levels. The same is the position with regard to post-audit and the Commission understands
that inspite of Deputy Director Audit being posted at the divisicnal level very few objections are got
settled at that level. The State Government in the Local Government Department issued a Notification
on the 14th January, 1982 whereby two Committees one at the divisional headquarters level and the
other at the district level were constituted to examine and discuss the annual accounts and reports of
the committees and to suggest remedial measures. Divisional Commissioner is ex-officio Chairman of
the committee constituted at the divisional level and the concerned Deputy Commissioners as well as
some MLAs, officials and non officials at the district divisional levels are members of this committee.
The district level committee is headed by the Deputy Commissioner and consists of official and non
official members including MLAs. Wz have been given to understand that these commitiees have
mostly remained non-functional because of the preoccupation of various Government functionaries in

1

their day to day affairs.

24.5 The role of audit in ensuring public accountatility of the expenditure incurred by the
municipalities need not be overemphasized. With the decentralization of powers and responsibilities
envisaged under the 74th Amendment to the Constitution of India and consequent devolution of resources
being recommended by the State Finance Commission, there is all the more need to ensure that funds
are spent properly and functionaries are made accountable for their actions. After a careful consideration
of this matter, the Commission recommends that a state level Public Accounts Committee for municipal
finances should be constituted to be headed by the Secretary, Local Government. It should have non
officials as well as officials of the concerned Departments as members and the Director/Local Audit
will be Member- Secretary of this committee. This committee shall have powers to call for and
scrutinize the accounts of any municipality, examine the audit report and make suitable recomm e:ndatioﬁs
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including dropping of objections etc. The report of this committee shall be submitted to the State

Government for final disposal.

PANCHAYATI RAJ INSTITUTIONS

246 " Audit of accounts of Panchayati Raj Institutions in the State is conducted under the
post-aud‘it system by the Director, Loca! Audit Haryana. In the case of Gram Panchayatsit is conducted
every two years and with regard to Zila Parishads and Panchayat Samitis it is conducted on half yearly
basis by an audit party headed by a Senior Auditor. Under this system, objections raised are handed
over to the concerned authority and in zase of compliance they are settled on the spot. After conclusion
of post-audit, the audit report after due vetting by various functionaries of the Audit Diepartment is sent
to various authorities concerned for information and compliance. In the case of Panchayat Samitis and
Zila Parishads it is also sent to the Secretary, Development am Panchayats, the Commissioners of the
Divisions as well as the concerned Deputy cormissioners. We have been informed that inspite of
provisions in the relevant rules, namely, the Punjab Gram Panchayats, Paﬁchayat Samitis, Zila Parishads
(General) Financial Budget, Accounts and Audit Rules, 1964, very litz.tle disposal of audit objections
takes‘piace and the 6bjéctions keep piling up year after year. Even though, the above ruies provide for
constitution of Public Accounts Committees for scrutinising the audit reports and other related matters
these commjttee; were never constituted, with the result that there has been no worthwhile monitoring
of Audit Reports of the Panchayati R4j Institutions to ensure their compliance.

247 Under Article 243 (J) of Constitution of India, the Legislature of the State 1s competent
to make provisions in respect of maintenance of the accounts by the Panchayats and auditing of such
accounts. The State Government has formulated and finalized the Haryana Panchayati Raj, finance,
Budget, Accounts, Audit, Taxation and works rules 1996. Rule 108 provides for placing the audit
report of Gram Panchayats, Panchayat Samitis and Zila Parishads before the concerned Gram Sabha/
Panchayat Samiti and Zila Parishad respectively. In the case of Pﬁanchayat Samiti and Zila Parishad,
Rule 108(2) also provides for constitution of a Committee by the Government for examination and
discussion of these reports. The recornmendations of this Comrmittee shall be biriding on the Panchayat
Samiti and Zila Parishad and Rule 109, stipulates that the Governmgent will exercise overall supervision
on the work of these Committees. ' '
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24.8 Delegation of responsibility ona big scale is envisaged under the provisions of the
73rd amendment to the Panchayati Raj Bodies which is to be followed up by devolution of resources
on the basis of recommendations of the State Finance Commission. It is necessary that expenditure
incurred is subject to a rigorous audit to ensure accountability at all levels in the Panchayati Raj
Institutions. This can only be ensured by periodic-a] monitoring of the audit reports to ensure compliance
of observations made in audit so that irregularities are not repeated on subsequent occasions. We,
therefore, recommend that the Comrrittees envisaged under Rule 108.of the Haryana Panchayati Raj,
Finance, Budgst, Accounts, Audit, Taxation and Works Rules, 1996 should ba_constitutcd_im.med.iatelvy
at the State level particularly with regard to audit of accounts of the Zila Parishads and the Panchayat
Samitis in the State. The Secretary, Development and Panchayats should head this committee and the
Director Local Audit should be the Member Secretary. The Deputy Commissioner of the concerned
district could be co-opted/associated in the deliberations conce:ning Panchayat Samities/Zila Parishads
of his district. We do no intend to give any other detailed recotnmendations on the constitution of this
Committee and leave it to the State Government. In the case of Panchayats in view of their large
number we recommend that a Commiitee may be formed at the district level to be headed by thé
concerned Deputy Commissioner for monitoring and ensuring compliance of audit reports with regard

to Panchayats in the district.

249 These Committees will have powers to summon officers, call for relevant record and
to examine and scrutinize the accounts of these bodies from time to time and make suitable
recommendarions including dropping of objections etc. The reports of these Committees both at the

state level as well as the district leve! will be forwarded to the State Government for ﬁpall disposal.
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CHAPTER - XXV

TRAINING

251 - Thelocal bodies, both urban and rural, have been given a constitutional status and
vested with thé functions and powers of planning and execution of various programme:é of social and
economic upliftment of the people at the local level. Such a participatory programme of planning and
decision making as envisaged under the Haryana Municipa}l and Panchayati Raj Acts at Jocal level
cannot be effectively sustained without properly motivated and capable functionaries, both officials
and non-officials. The functional devolution envisaged under the Acts, would require them to take up
the tasks of planning and project forﬁml:ation implementation, monitoring, mobilisation of local
commumtles and resources etc. Needless to say building up the requisite capabilities in people involved
in the sald activities would necessitate ‘upgrading and creating the right type of skills and equipping
them with the requisite knowledge and bringing about suitable attitudinal changes. In the changed
political, social and administrative set up, the loca! level functionaries would be required to develop
a democratic outlook, a broader perspective and a team spirit. These objectives can be achieved only
through suitably designed training programmss. The training wauld thus have to aim at achieving the
twin objectives of competence and responsiveness of the officials and non-officials to the changing

needs.

252 The training of officials & non-officials of local bodies at different levels has to bea.
continuous process consisting of foundation courses, refresher courses, reorientation courses, Senunars, .
workshops, study tours etc. at regular intervats. The training modules could vary according to the

needs of the job role of the officials.

253 - In a systematic approach to the training, the maior issues .which would r_équire_
conSJderatmn are: 1dent1ﬁcat1on of target groups and assessing | their trammg needs preparation of '
course contents, background training ma terials and manuals and 1 eauhmg aids etc. The training has to .
be graded and differentiated for various categories of employees ke:epmg in view the nature of their

jobs and functional responsibilities.
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254 The broad areas where training modules would need to be worked out are:

I Acts and bye-laws relating to urban local bodies and P.R.Ls;

b2

- Financial management, local finances, accounts and audit;

[P

Assessment of taxes, town planning features and land acquisition

procedures;
. 4, Actsrelating to pﬁb]iﬁ health and sa_nitﬁtion;: .
S. Elements of runicipal engineering;
6. Techniques of planning, project formulation and appraisal,

monitoring ard evaluaticn etc,

7. Service matters, pensionary matters, use of computers, handling of
public grievances, public responsiveness and allied aspects of

human resource development;

8. Management techniques,stc.
9. Information management, Finance Datz Base;
10.  Election procedures;

11. Developing leadership qualities and team spirit.

25.5 The training of non-officials of local bodies is complementary to that of officials as
both of them are partners in the management of institutions aiming at the welfare of the citizens. The
_ training of the non-officials of PR Ls is all the mere important because a conscious attempt is presently
being sought to be made to set up a village/block level units of local.administration for planning and
developmental purposes and endowing them with enhanced functions, powers and responsibilities
under the Act. At times, joint training courses for officials and non-officials 'w.ould'result in a better

understanding of each other’s view point [eading a more harmonious working relatinnship.

25.6 The range of training programmes can be determined according to the number of official
and non-official functionaries proposed to be covered. For u:rbaxj local bodies (municipalities), the

training programmes are expected to cover over six to eight thousand supervisory level and junior
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level functionaries. Besides, there are a large number of elected representatives, who will also need

proper briefing through well designed training modules for th eir assigned roles.

257 The training requirement of ER.I's would be of a still larger magnitude. Besides, training
of officials like Gram Sachives, B.D.P.O.s etc. training needs of over sixty thousand elected members
of PR.I s will also have to,be taken care of. Among the new entrants, women members will constitute
a significant segment of ever twenty thousand. The training of women, keepiﬁg in view their literacy
level and socio-cultural hackground would require extra efforts. A large number of women would

need to be trained as trainers so as to accomplish meaningful results.

258 At present, not much: training facilities are available for officials and non-cfficials of
local bodies. The Haryana Institute of Public Administration (HIPA) Gurgaon is the “Nodal’ training
institute in Haryana for providing in-service training facilities for IAS/HC S/other class 1&11 officers
and ministerial staff of the State Government Departments, Boards and Corporatlons State Government
has also set up a Hali-yana Institute of Rural Development at Nilokheri f_qr provxdmg, training facilities
in rural development. Ideally it may be necessary to set up an independent training institute for the
functionaries and elected representatives of the urban local bodies. But keeping in view the financial
constraints, it 18 suggested that for the present the training of nfﬁ cials and non-officials of urban local
bodies may be entfusted to HIPA, Gurgaon. Similarly, the training of both officials and non-officials of
 Panchayati Raj Institutions may be entrusted to Haryana Institute of Rural Development, Nilokher.

These institutes can also undertake research and serve as centres for documentation and information

“on municipal adrinistration as well as for Panchayati Raj Institutions.

259 . - To enable these institutes to underrake additional work load effectively , they will
" have to-be streﬁgthéned by way of additional man power and infrastructure facilities. It is suggested
“that the local Government Department as well as ]Panchayat and Development Df’partment should

examine this vital issue on an emergent basis and should adequately provide for undertaking and

strengthening the various training programmes.
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26.1

CHAPTER-XXVI

9

GENERAL SUGGESTIONS- LOCAL BODIES.

S

In the previous chapters, we have made an analysis of finances of Urban Local Bodies

and have made specific recommendations for devolution of finances to them with a view to strengthen

their financial base on a long term basis. There are a large number of areas pertaining to managerial as

well as financial spheres of municipal administration, where thereis substantial scope for improvement.

These general suggestions/recommendations pertaining to Urban Local Bodies are listed below;-

With increased privatisation of services, there ~would bea need for re-
distribution and rationalisation of the staff in the municipalities. We have separately

recommended privatisation on a large scale and freezing of the staff strength at the

existing level, Privatisation of services may render the staff’ surplusin certain categories

but this staff could be utilised ir. other areas, where vacancies exist after giving them
the requisite training as comnsidered necessary. i

Tt has become a common practice amongst municipalities to utilise the (General Provident
Fund contribution of employees for day-today expenditure of‘the organisation. The
Municipality i fact should invest the GPF contribution of empioyees suitably so that
the interest payment liability to the employee is met from interest earned from the
investment. The present unsystematic procedure results inﬁlitigation from retired
employees for payment of their dues and frequently the State Government has to come
to the aid of the ULB’s in discharging this liability. Directorate of Local Bodies
should make at least half yearly inspection of 1JLBs to ascertain whether any diversion
of Provident Fund or other funds irnposing a statutory obligation on the local bodies,
has taken place. In case any such diversion comes to notice, DLB should issue suitable

instructions for taking corrective action within a stipulated period.

234

-



iii)

There are numerous cases of mis-appropriaticn of municipal funds by the e:mployees
in connivance with interested persons and we have separately suggested that the
Directorate should Lave enabling powers to rransfer such staff from one District to
another. However, this is mainly due to lack of monitoring but partly this is also
due to lack of training in administrative and accounts procedures to the staff
working in the runicipalities. We, therefore, strongly recommend imparting of
training to the employees at various levels on the legal provisions, rules and regulétions
as well as procedures to be adopted in discharge of their duties. While we have
suggested that HIPA (Haryana Institute of Public. Administration, Gurgacn) could

look after this taskin the initial stages, in course of time, there is a need to build up a

: séparate body to look after the training needs of toth officials and non-officials of

municipalitiesin the State. The State of Kerala has such an Institute established
primarily from the cortributions made by the municipalities for this purpose.

Haryana should also consider establishing such an Institute at an appropriate time.

On the subject of property tax, we have given detailed recommendations for addopting
a new system of assessments based on floor areas value, There is an urgent need for
conducting a detailed survey to identify each and every property ofthe municipal area

and prepare authenticated preperty registers so that no propertyis left out of assessment.

© We recommend that this exercise should be completed within a fixed time preferablly

within a period of 6 months.

It has generally beenobserved that trucks and heavy vehicles bringing agricultural,

industrial as-well as -other essential commodities to the municipalities create a

- lot of congestion in the municipal area since rhey are parked haphazardly on main

roads as well as important inter-sections. This creates traffic bottlenecks apart from
leading to avoidablé acciderts irfvolving damage to life and property. Unnecessary
vehicular movement in the municipal area also adds to higher pollution levels in the
town and becomes a scurce of public nuisance. Haryana Urban Development
Authority in'the casej of important towns has provided for separate areas for parking of
trucks outside the niunicipal limits as per the publiShe& development plans. In some of
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vit)

viii)

the States such truck parking complexes (Transport Nagar as they are called) are
being managed by Municipalities, by charging a parking fee for trucks and are able to
manage such parking complexes from the income earned from this fee. We, therefore,
recommend that when such parking complexes are developed by HUDA or any other
agency, the operation and maintenance of such complexes should be handed over to the

Municipalities concerned and the question of fee to be charged should be left to the

. Local Bodies.

There is a provision under the Municipal Act for extension of the jurisdiction of the

. municipality by the State Government, after “ollowing a prescribed procedure. We

have been given to understand that there are caszs with regard to extension of municipal
limits which are pending finalisation either at the level of the State Government or at
the level of municipalities. The extension of municipal limits can have considerable

bearing on the municipal finances and decisions in this regard would need to be

expedited.

‘During discussions held with the Municipalities at the district level, it was brought

to the notice of the Commission that certain municipalities, where particular types of
industries are concentrated have a specific potential for increasing the income
from octroi. Panipat which is a famous centre for manufacture of blankets, carpets
etc. and Jagadhri/Yamuna Nagar, which is noted for the utensil industry can be cited as
examples in this regard. As for instance certain enhanced levies can be imposed on
imported rags, raw wocl etc. by the Panipat Municipality. Substantial resources can
be generated by such municipal bodies by imposing octroi or any other permissible
levy on such specific items, which are particularly releveant to their areas. Similar
exefcise  should be carried out by all the municipal bodies in the State to identify

such specific sources of income relevant to their respective areas.

There is a ot of potential for raising revenue by levying charges on advertisements
and hoardings. This is an area which has not been exploited fully by the Municipalities
in the State and attention needs to be given to this area immediately.
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ix) In municipal areas, construction activity on a large scale leads to dumping of conistruction
material on the roads cbstructing free movement of traffic. Plying of heavy vehicles
carrying building material also leads to congession and many times drains are damaged
because of dumping of construcrion material by the owners. With a view to meet the
expenditure that the ULBs have to incur on the repair and restoration of roads and
drains thus damaged, a one time ‘specizal development fee’ based on the size of the
holding may be imposed whenever construction work is proposed to be undertaken
and may be realised at the time of according sanction to the building plan alongwith

any other fee recoverad on this cccasion.

STATE COUNCIL FOR PANCHAYAT (PRIs)

26.2 The 73rd constitutional amerdment envisages delegation of a large number of functions
from the State level to the Panchayati Raj Institutions and these functions are enumerated in the 11th
schedule to the Constitution of India. As already mentioned in our report, the State Government has
taken a decision with regard to some selected Departments in assigning the responsibility of maintenance
to the PRIs. This is a continuous process and in course of time more and more functions are likely to be
delegated to these bodies coupled with devolution of financial resources as well. The functioning of
Panchayati Raj Institutions especially in the context of devolutionof functions and responsibilities to
them needs to be reviewed and monitored periodically to take corrective steps wherever required
based on the experience gained from time to fime An advisory body is, therefore, necessary to give
feedback and make recommendations to the State Governmen: or the functioning of these institutions
$0 that the provisions of the 73rd Constitutional amendment are implemented in both letter and spirit.
The Commission, therefore, recommerds the constitution of a State Council for Panchayati Raj to be
headed by the Minister-In-Charge of Rural Development and Panchayats in the State. The Secretary
Development and Panchayats should be the Member Secretary of this Council which should have also
elected representatives of Zila Par1shdds Panchayat Sarnitis and other Senior Ofﬁcers of the State
Government as deemed appropriate as members. This council will have the powers to review its
functioning of PR1s and advise the State Government on all policy and other allied matters concerﬁing
these bodies. The State Governiment will notify the detaited rules for the Constitution and functioning

of the Council.
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BROAD CONCLUSIONS AND RECOMMENDATIONS

SECTION-ONE : GENERAL OVERALLPERSPECTIVE

Budgetary Perspective : State and Local Bodies

1. In order to have a clear perspective regarding the State finances vis-a-vis the local
bodies, we have undertaken a brief ana[yvxs of the State finances and its various ramifications relevant
to our requirements in Chapter XVIL The total Expendlmre of the State durmg theyears 1994-95 and
1995-96 was Rs. 7052.00 crores and Rs. 6478.00 crores respectively. The State Annual Plan during
~ these two years was Rs. 1109.00 crores and 1387 crores respectively, Against this the total resources
of the Urban Local Bodies in the year 1995-96 were on]y Rs. 142.31 crores mcludmathat of Faridabad
Municipal Corporation. The direct assistance promdecl to the urban and rural local bodies in the
years 1994-95 and 1995-96 was Rs.12.51 crores and Rs. 25.84 crores respectively, which is very
minimal. Though rapid progress was raade by the State in various fields of economic development,
sanitary and environmental condifions on the ground level are far from satisfactory requiring
considerable improvement. The water supply is in-adequate, the ro:;lds are not properly maintained
and disposal of sewage and house-hold waste water has yet to be properly planned for a number of
towns in the State and the situation in the rural areas is still worse. It is clear that if environmental
condinions and the quality of life in the Stéte is to be improved, adequate finances must be made
available to the rural as well as urban laca] bodies. There is an equally urgent néed for mainfenance of
capital assets already created. The Comrnission-strongly feels that these are as much priority
developmental needs as the needs of any other sector, and considering that the total expenditure of the
State is of the order of Rs. 6,500-7,000 crores, the comparatively far lesser resources required for this

vital segment can and ought to be un-grudgingly provided.
OVERALL RURAL SCENARIO

2. The total rural population of 124.09 lakhs ( 1961 census) in the State of Harvana lives
in 6739 villages consisting of 5958 gram panchayats. The Eleventh Schedule of the Constitution lists
as many as 29 subjects falling within the purview of PRIs covering almost the entire sphere of rural

development but a clearer picture has vet to emerge regarding the functions which would be actually

238 .



entrusted to them, This.is bound to come over a period of time but it needs to be emphasized that
devolution of certain functions or sub-functions would necesszrily have to be followed by transference
of funds and finctionaries concerned. Functions of a purely local nature like environmental improveme.nt,
sanitation, maintenance of assets and exploitation of local resources, creation of rural infrastructure
and a variety of beneficiary oriented schemes should legitimately fall within the purview of PRIs
which have been duly constituted and for whom additional financial support is also proposed to be

- propvided.

3 : In the light of discussions held at the district level and experience of some of the other
States, the Commission would particularly like to stress that Primary Education is one of the subjects
which squarely and legitimately falls within the purview of the PRIs, There are about 4,795 Primary
Schools {other than those attached with Middle/High Schools) which could as well be placed under
the control of PRIs alongwith the budiget. A similar dispensation ﬁould be provided in respect of 1,600
stockmen centres/dispensaries of Animal Husbandry Department and Anganwarics.:ﬁmct_ionjng at the
village level. Once a decision is taken in principle, the question of delegation of financial authority,
control over staff, future recruitment, etc. would have to be sorted out by the State Government so as

to ensure smooth functioining under the new system.

4, . A major part of funds (44.81%-1994-95) for developmental activity presently available
to the Panchayats, comes from the Poverty Alleviation Programmes (JRY, IRDP, EAS, etc.). This
work is being presently looked after by the District Rural Dievelopment Agenciés and in order to
ensure the fullest possible participation of the rural commurity, there is a need for a close liaison

between the DRDAs and Zila Parishads.

5. Although the Panchayati Raj Act,1994, gives wide enough enabling powers to the PRIsinthe
sphere of taxation, there is a marked reluctance on the part of elected representatives to impose any
worth-while additional resource mobilisation measures on their constituents, even though the entire
income so derived may be utilised for their exclusive benefir. Hopefully, the situation will change
with the passage of time as the PRIs gain in strength and credibility. In the meanwhile, there seems to
be little option except to provide the bulk of funds for the PRIs by way of transfer of resources from the

State or through grants-in-aid.
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6. The connected question which would need consideration is the distribution inter-se
among the Zila Parishads, Panchayat Samitis and Gram Panchayats. Even though a large proportion of
the local area development_ work would necessarily devolve on the Gram Panchayats, the Zila Parishads
and Panchayat Samitis would have to proﬁdetedmical and administrative support, apart fronexercising
a supervisory and coordinational role. Keeping these considerations in view, the Commission
recommends that whenever resources in bulk are transferred from the State level, the same should be
divided inter-se between the Zila Parishads, Panchayat Samitis and Gram Panchayats in the ratio of
10:15:75. Allocation of funds to the districts should be on the basis of the comprehensive formula
preséntly adopted for decentralised p}arming which gives due weightage to all relevant economic
factors. Within the district, the inter-se distribution between Panchayat Samitis/Gram Panchayats would

be on the basis of their respective population.
OVERALL URBAN SCENARIO

7. " The total urban population of the State (1991 census) was 40.54 lakhs and the number
of tovms was 94. The total number of urban local bodies, howsver, is 81 with a municipal population
of 38 47 lakhs. Out of 81 urban local bodies, apart from one Corporation (Faridabad Municipal

Corporation), there are 20 Municipal Councilsiand 60 Municipal Committees, as indicated below:-

U.LBs. - _ No. Population Yeageto
(in Takhs) total
1} Faridabad Municipal Corporation 1 6.18 16.06
(FMC)
i) Municipal Councils 20 2216 57.60
( Above 50,000 population) ' '
iii) Municipal Committees | 60 1003 2634

TOTAL: | 81 38.47 . 100.00
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87" Thé'total receipt of urban local bodies including FMC, with further break-up of their

tax revenues during the years 1992-93 to 1995-96 gives indication of their finances, as under:-

(Rs. in crores)

SENo. - Hem 7 199293 1993:94 - 1994-95 1995-96
1. Total TexRevenue - 4896 4322 4946 6260
YL L Qetroi . 3166 000 2868 3134 29.54°

1I. Property Tax 11.53 12.21 1435 . 1544

2. Total Receipts ~ 101.33 101.86 116,99  142.31
{from all sources) .

9::. - - House Tax and Octroi are the main components of tax revenues of'the municipalities.

The above: table. shows that the tax revenues have remained more-or less stagnant and in the year

1993-94, the income infact ‘went down as compared to the previous year. With regard to octroi, the

schedule has remained practically un-revised for the last 3 decades and on top of'it, several exemptions

have been granted without fully evaluating their adverse impact -on the municipal finances. While
efforts ave to be made to maximise receipts under the present system, we have suggested revision of
theschedulésion an advalorem basis commensurate with the present.day requirements. - Likewise in

the case of property tax, there are large scale mal-practices, evasion and exemptions. We have suggested

an“‘Area Linked Scheme” instead of the existing arrangements based on “annual rental value’ concept.

There is nothing very radical under the area-linked scheme and in a nut-shell, under the new arrangement-
the per square tax liability for various localities, various types of uses and various types of constructions.
are fixed; leavirg little.room for discretion in:the hands of the tax operating authorities. We are
confident that sichmrieasures have the potential of strengthening the tax base ofthe Urban Local Bodies

on'a'more of less permanent basis. -

s e
- L -

102+ e o = The situation with regard to establishment expenditure in respect of municipal councils/
committees is a-matter of serious concern and it has been steeply'going up in the last few years, During
1995-96, the expenditure of municipal Committees/Councils on establishment works outtoa whopping
72.65% ofthe revenue and this percentage is bound to go up in the coming years due to the implementation

of the recommentaions of the Fifth Pay Commission. Even asitis, the State Government was forced to
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give a grant totaling Rs.14.00 crores on two occasions during the current year (1996-97} to the
municipalities to. meet their outstanding salary liabilities. One conclusion which is inescapable is that
the staff strength must be frozen at the present level, except where absolutely necessary. Simultaneously,
productivity of the staff must be increased by providing them with modern aids and privatisation
should be resorted to thé m_axiinum extent possible in the spheres of sanitation, street lighting and
maintenance of other services. Unless thlS is done, the local bodies far from bemg v:brant and self-
sustaining “units” of self-govemance are in imminent danger of gettmg swamped under the wezght of

their own steeply rising establishment costs. S S
INSTITUTIONAL ARRANGEMENTS

11.. -+ - It-stands to reason that in a situation where. ULBs are not able. to meet even their
day-to-day expenses, what is left for developmentfworks is far less than their projected requirements.
In'fact, we find that many such works are undertaken by un-authorised diversions from resources
collected and earmarked for other: schemes‘such as town planning schemes and by way of postponing
committed expenditure onitems such as Provident Fund, pension contributions; etc. In-any case, there
is'no gain saying:the fact that the capital side is severely starved. of -funds. For remedying this-
disconcerting situation, there is no-way except to have recourse to institutions like HUDCO, LIC; etc.
in a much bigger way but this can only be done, as is the case in many. States like Maharashtra and.

Gujarat, if we' create appropriate apex level institutions with the requisite technical expertise and

skill to take the fullest advantage of these institutional sources. The Commission has; therefore; suggested

the creation of two.new apex bodies, namely, the State Water Supply and Sewerage Board and the
Haryana Urban Development Finance Corporation.and we-afe confident that these two apex
organisations can help'in considerably easing the situation-on the financial side. The further loaning
operations from these apex bodies to the municip;alities would, however,-abe =sucqessﬁ.il.only-:if the

principle of adequate returns on investment is strictly insisted upon, except, to the extent necessary, for

the socially disadvantaged groups for which an element of cross subsidy can-be quite legitimately

introduced. - We feel that there would be no. escape from progressively increasing user charges in-

respect of items; such as water supply and sewerage.
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FINANCIAL PROJECTIONS FOR URBAN LOCAL BODIES 1997-98 TO 2000-2001.

12. In the absence of' any budgetary format and reliable figures of receipts and expenditure,
| any attempt at makmg fnancxa[ projections for the future in respect ofPRJs would tend to be a purely

theoratical exercise. Financial pro_[ectlons are, accordmgly, being attempted for the ULBs only.

13. Projections have been made with regard to }eceipt and expenditure in the normal
municipal budget, the interest liability, repayments and maintenance liability on account of the
infrastructure proposed to be created as well as additional feceipts on account of revision of octroi,
house (ax, fecs and fines ete. The overall position which emerges for the Municipal Councils/Committees

15 as follows:-

TABLE
FINANCIAL PROJECTIONS
_ (MUNICIPAL COUNCILS/COMMITTEES)

. T : (Rs. in crores)
Sr.No. Head 1997-98 1998-99. 1999-2000 2000-2001 = Total

I. Deficit innormal ** 59.63 7943 103.93 134.21 377.20
- budget . _ . o o
2. Liability on interest/ 123 9.00 20.43 3138 . 62.24

‘repayment/mainten~- -

ance of Public Health
Services '

Liability on-account '10.00 10.70 "11.45 12.25 44.40
of maintenace/cons-

truction of roads
4.7 Total projected -~ 70.86 99,13  135.81 178.04 483.84
. .expenditure Ny _ '
5. Addl Income from 2793  30.62  33.69 37.06 129.30

Octroi,House Tax, ' '

[ S5

' Fees & Fines. , :
6. Net Detlc;;t (4 5) 42.93 68.51 102.12 140,98 354.54
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OVERALL FINANCIAL FOSITION OF ULBs (1997-2001)

14, In order to indicate the overall position of all ULBs for ready reference, the resultant

deficit, including that of Faridabad Municipal Corporation is set out below:-

(Rs. in crores)
1997-98 1998-99 1999-2000 2000-2001 " Total

1.  Municipal 4293 6851 - 10212 '._.140.98 35454
Councils/ ‘ , - S
Committees _ -

2. Faridabad Municipal 8.43 14.17 24.18 3455 - 81.33
Corporation
Total 51.36  82.68 126.30 175.53 435.87

15 The broad overall position which emerges lS ge_ifollows:-

(1) There is a huge deficit even in the normal budg'et mainly on account of establishement
which works out to about 72.65% of the overall recetpts of Mﬁnicipal Councils/Committees..
It is likely to go up very substantially on account of the revision of salaries and other allowances
on account of the implementation of the Report of the 5th Pay. Commission e

(i)  The Public Health infrastructure must be build up in the next 4 years and ¢ even after
provision of substantial grants from the State budget repayments to ﬁnanctal 1nst1tutxons like
HUDCO/LIC will be necessary which will impose heavy burden on ULBs on account of interest/
repayment of loans liability antl maintenance costs of the services thus created. There will
also be heavy burden on account of upgrading and maintenace of municipal roads. .

(ii)  Faridabad Municipal Corporation is in a somewhat better position but large investments
are required by them for augmenting their water suppIy on the western side of the town for
slum clearance and for augmentation of services in the 40 regulansed colomes

(iv) We are assuming very substantial additional mobilisation by therLB‘s themselves as -
the schedules of octroi, fees and ﬁnes' have not:t)een reviééd for d-ecadesl :atn.:l. there is

considerable scope for improving receipts from these sources.
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16. The overall picture thus indicated is far from satisfactory and there is considerable
deficit right from the year 1997-98 which keeps on increasing from year to year. This is in spite of the
fact that the additional expenditure on building the urban infrastructure has been estimated on a very
conservative asis and we have also taken into account all possible additional resource mobilisation.
The Commission has accordingly, worked out a package for the devolution of taxes and grants-in-aid

by the State Government, in favour ofthe U.L.B’s so as to meet this emerging situation.

17. Our recommendations for devolution of State resource and grants-in-aid from the State
revenues, as already stated, relate to the period 1997-98 to 2000-2001, except with regard to the
imiplementatica of the award of the Central Tenth Finance Commission, which is applicable for the
vears 1997-96 1o 1999-2000. It is further recommended that in case for any reason the recommendations
of the héxt Stzze Finance Commission are not available to the Govérnment by the end of the year 2000-
2001, the recommendations being presently made by us may continue to be implemented till such time

the récommerdations of the next State Finance Commission are implemented.

1S." °° Whileaneffort has been made to cover the deficit of the U.L Bs. to the extent possible,
it has not beex possible to meet their entire requirements because of the constraint of resources at the
State level, particularly on account of introducation of total prohibition with effect from 1.7.1996. We
tHist that the gap in resources which still persists, will receive due attention of the next Eleventh
Céntral Finanze Commission. Here it may be noted that in accordance with'tﬁ'e--'a”érl’endments recently
carried out in Article 280 of the Constitution of India, the Central Finance Commission is required to
consider the qu estion of au gmenting the Consolidated Fund of the States fer supplementmg the resources

of the mumcn alities and Panchayatl Raj Institutions.

vty
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SECTION TWO

19. (D)

DEVOLUTION OF STATE TAXES. DUTIES. TOLLS AND |

FEES AND GRANTS-IN-AI])

(A)

PANCHAYATI RAJ INSTITUTIONS

Royalty on Minor Minerals

a) 20% of the royalty on minor minerals be devolved on the Urban Local Bodles
and Gram Parchayats. This is likely to lead to a devolution of Rs. 5.00 crores mually
to the Gram Panchayats and another Rs. 5.00 crores to the Urban Local Bodiqs (mair_ﬂy
Faridabad Municipal Corporation). . _ . .

The devolution should be partly on the basis of origin and partly on the basm of '
other suitable criteria to be evolved by the State Government. The share of Panchayats
will form a pool of resources at the State Got. level for further disbursement as per the

evolved formula.

- b) 10% of the bid amount, which is in any case payable in addition By the lessee

for compensazion in lieu of surface rights, should be straightway colleéted at_,t.l_jie time
of aﬁ_ction in so far as local bodigs/gram panchayats leases are-concerned. To this end
if an amendment of Rule 61 of'the Punjab Minor Mineral Qoncession Rules, Is‘rgquired,
the same should be carried out. There is no additional burden on State éxc_:heque_er_ on

this account.

Conversion Charges: Change of Land Use

While formulating a master plan for any particular area for regulating land use, the
Town & Courtry Planning Department normally declares an area up to a distance of 8
kms. beyond the municipal limits as “controlled area”. The Government has prescribed
certain charges for change of land use from agriculture to commercial, industrial or
other uses in the controlled areas and these charges have been recently increased by
the Town & Country Planning Department many times, This is essentially a local area
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tax and it is recommended that 10% of the net recelpts from this source shouid go to the
Gram Panchayats. The share of Panchayats will form a part of pool of resouces at the

State level for further disbursement as per evolved formats.

Stamp Dutv & Reglstratlon Fee

'7 5% of the net receipts under the budget head “Stamp Duty and Registration Fee” be

devolved to the PRIs. The amount so made available will be further dis’tributed district-
wise by-the Administrative Department on the basis of formula adopted for
Decentrallsed Plannmg Scheme’ which gives due welghta:e to rural population and
other mdlces of backwardness. The share of Zila Parishads, Panchayat Samitis and
Panchayats shall be in the ratio of IO. 15:75 respectively. The share of the Panchayat
Samitis and Gram Panchayats within the district shall be or. the population basis. The
budgetted income dun'ng the year (1997-98) under the head “Stamp Duty and Registration

Fee” is Rs. 330.50 crores and the devolution of 7'4% would work out to

Rs.25.00 crores.

. Revenue from Cattle Fairs

The main income in the cattle fairs i is derived by way of reﬂlstratxon fee of 4% of the

~ sale price paid by the purchaser anct Rs. 2/- per cattle charged from the seller. As per

provisions of the Cattle Fairs Act, 80% of'the net income from the cattle fairs held ina
district is allocated to the Panchayat Samitis of that district and 20% of the net income
s retained by the Panchayats Department. The net amount is arnved at by deducting
the establishement expenses as well as S% of the gross mcome for mamtenance of the
cattle fair grounds which works out to about 1/3rd of the gross eollectlon. The income
during 1995-96 to the Panchayat Samitis was around Rs."99. 73 lakhs.

1 It.is proposed that the Registration Fee may be increased from 4% to
6% of the sale price and the fee per cattle to Rs 10/- against the ex1st1ng Rs. 2/~ It1is

further recommended that the entire net income may be transferred to the Panchayat

. Samitis concerned instead of the present 80%. The projected additional receipts by

the Panchayat Samitis would be of the order of Rs. 1.0C crore,
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Ha:‘vaha Rural Development Fund

With a view to expandmg the pool of ava:lablc resources it is rec0mmendcd that the

levy of HRDF may be increased from 1% to 2%.

(B) IRBAN LOCAL BODIES (Including Faridabad Municipal Corporation)

111)

Taxes on Vehicles : 20% of the receipts.under the budget head “Taxes on Motor

Vehicles” is proposed to be transferred to the urban local bodies. The recipts will be

primarily used for the mamtenance and constructlon of roads in the mumclpai areas.

"The devolution on the bas1s of the budgetted figures for 1997-98 will be Rs. 15.04

' Crores.

Entertainment Duty and Show Tax: (a) 50% ofthe net income from entertainment

duty under the Punjab Entertamment Duty Act, 1955 (as amended to date) be transferred
to the Urban Local Bodies on the basis of origion.

b)  The entire net income from the show tax levied under the Punjab Entertainment
Tax (Cinematograph Shows) Act, 1954 (with amendment to-date) be transferred to the
ULBs concerned on the basis of origin. '

The annual devolution from thf’:se souf’ces will be around Rs. 6.50 to 7.00

" crores.

Royalty on Minor Minerals: As already pointed while dealihg with the Panchayat

Raj Iﬁstitutio’ns the annual devoiutibn of Rs. 5.00 crores will come to the share of
urban local bodies under this head and Faridabad MumCJpal Corporation wiil be the

major beneficiary.

Tax on consumption of Electricity in Municipal Areas

Tax on the consumption of electricity within the municipal areas is being charged
@ one paise per unit and a sum of Rs. 1.80 crores is thus received as the share of the
Municipal Committees. It is recommended that this rate be increased from 1 paisa per
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unit to 5 paise per unit (Additional amount Rs. 7.20. crores) which can be done by

- simply issuing a revised notification.

| It is further recommended that the H.S.E.B. should charge
domestic rates from the municipalities with regard to street-lighting and water supply

and not commericial rates as is being done at present.

I. GRANTS-IN-AID

(A) PANCHAYATI RAJ INSTITUTIONS

Maintenance Grant |
A grant of Rs. 10.00 Jakhs per block be provided for the maintenance of community
assets for each of the 111 blocks and Rs. 1.00 lakh per block for the maintenace of PRI

buildings. The total amount recommended as grant-in-aid is Rs. 12.21 crores as set out

below:-

(1) Rs.10 lakhs per block for 111 blocks 11.10 crores
for the maintenace of community assets.

~ (i1)  Rs. Ilakh for each block for maintenance ~ 1.11 crores

of PRI buildings. ,
Total 12.21 crores

" Repair Grant

The Commission also proposes a graht of Rs. 25 lakhs for the repair of Zila Parishads/

Panchayat Samitis buildings in the entire State as a one time measure.
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- Specific purpose Grant

A grant of Rs. 2.19 crores is proposed to be provided for sanitation & environmental
1mprovement as foHows -

' (Rs. in lakh)
-Panchayats with population @ 2,400/~ - 111.55
of less than 2,000, '
-Panchayats with population @ 4,800/- 81,98
between 2,000-4999,
-Panchayats with population @ 6,000/- 21.54 "
between 5,000-9,999. R o -
-Panchayats with population @ 8,400/~ 3.67
of 10,000 & above. .
Total 218.74
~ Development Grant

A per capita grant of Rs. 50/~ per annum (1991 census) is recommended for development
purposes and this would work out to a total sum of Rs. 62.00 crores. The district-wise
allocation will be based on the formula of decentralised planning. Below the district,
the inter-se distribution between the Zila Parishads, Panchayat Samitis and Panchayats
will be inthe razio of 10:15:75. Further distribution to Panchayat Samitis and panchayats
would be on pepulation basis. In the case of Panchayats, 75% of the grants due to them
will be given straightway and 25% will be on the basis of their raising an equivalent
matching contribution. Guidelines would be laid down by the State Government
prescribing certain performance criteria in matters such as enrolment at the primary
level, small family norrhs, raising of local resources and detection of power thefis, etc.
The share of Panchayats would be released through concerned Panchayat Samiti.
Incentive Grant

i) A cash award amounting to Rs. 8 lakh, 5 lakh and 3 lakh is recommended for
the 1st, 2nd and 3rd Zila Parishads respectively at the State level.

i) A cash award of Rs. 5 lakh for the 1st, Rs. 3 lakh for the 2nd and Rs. 2 lakh for
the 3rd ranking Panchayat Samiti in each of the Revenue Divisions is recommernded.
iii)  Anaward of Rs. 50,000/-, Rs. 30,000/ and Rs. 20,000/~ for the 1st, 2nd and

3rd Gram Panchayat, respectively in each of the Panchayat Samitis is recommended.:
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- “The total grant recommended would be Rs. 1.67 crores as follows:-

(Rs. in lakhs)
Awards at Zila Parishad level 16.00
Awards at panchayat' Samiti level 40.00
Awards at Gram Panchayét level 111.00
a Total  167.00

The guidelines for judging the performance of the PRIs would have to be laid down by

~ the State Government on the lines suggested for the development grant.

TOTAL GRANTS-IN-AID (PRIs)

W

Ll

The total amount thus recommended to be provided under grants-in-aid for the PRls s

as under :-
| (Rs. in crores)
(1997-98) -
Maintenance of Assets @ Rs. 10 lakhs 12.21
per bloc and maintenace of PRI buildings '
@ Rs. 1 lakh per block
© Sanitation Grants, ' - 2.19
Development grant (Rs. 50 per capita) ) 62,00
(1991 census rural population 1.24 crore)
Incentive Grants ' 1.67
Total 78.07

Besides, a one time gr‘ant of Rs. 25.00 lakh will be for repairs of own existing assets of

Zila Parishads Panchayat Samitis.
A 10% esclation year-wise has been provided to take care of the increases in population

and escalation costs in respect of maintenance grant, grant for sanitation and grant for
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developmental purposes. The year-wise overall position regarding grants to the PRIs
is as follows:-

(Rs. in crores)
1997-98 1998-99 199%-2000 2000-2001 Total

i). Mainmtenance Grant 12.21 13.43 14.77 16.25 56.66
if). One-time grant 0.25 — — = 0.25
iii). Sanitation grant 2.19 214 2.65 2.92 10.17
iv). Development grant 62.00 68.20 75.02 82.52 287,74
v). Incentive grant 1.67 1.67 1.67 1.67 6.68

Total S . 78.32 85,71 9411 = 103.36 361.50

The Cominission would also like to observe that over a period of time the rural community
should itself strive to raise contributions at their own level for the maintenance of assets like school
buildings, stockman centres, Ayurveda Dispensaries etc. so that PRIs are not wholly dep’ende'nt on the
State Government for maintenance of such rural assets, which are of vital importance for their own
welfare. - |

(B) (i) GRANT-IN-AID FOR URBAN LOCAL BODIES (OTHER THAN
FARIDABAD MUNICIPAL CORPORATION)

Looking at the preczirious financial condition of the ULBs, tﬁe Commission"reconunénds
that a Grant-in-aid of Rs. 50/- per capita (based on 1991 census) be provided to all Municipal Councils/
Municipal Committees. The total population of Municipal Councils/Committees was 32.29 lakhs
(1991 census) and the grant-in-aid would thus, work out to Rs. 16.15 crores in the year 1997-98.
A 10% escalation be provided every year to compensate for the rise in cost and increase in population.

The year-wise grant-in-aid for the Municipal Councils/Committees would thus, be as follows:-

(Rs. in crores)
1997-98 1998-99 1999-2000 2000-\2001' Total

). Grant-in-aid 1615 1776 19.53 2048 7492

The Commission also recommends that as an incentive the grant of Rs. 50/- per capita

should aiso be made available for areas which may be municipalised in future.

While recommending this grant-in-aid, the Commission has taken note of the fact that
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there 1s a loss of Rs. 9.56 crores (at 1995-96 level) on account of share in Excise Duty due to the
introduction of prohibition in the State. It also takes into account the fact that the Government has been
compelled to give grants in the past for the payment of salaries to the municipal employees. The
expendifure fequired to be provided for buiiding the infrastructure in respect of Municipal Councils is
much higher and their over all financial position is not véry different from that of the Municipal
Committees and this is one of the reasons for recommending the same scale of grant-in-aid for the

Councils as well as for the Municipal Committees.’

(ii) Grant-in-aid to Faridabad Municipal Corporation :

The Faridabad Municipal Corporation has definitely moré scope for internal resource
" ‘mobilization apart frorﬁ being the main beneficiary from the sharing of royalty of minor-minerals in
urban areas and will also get its share in taxes on vehicles, entertainment duty and show tax. However,
they have taken up major schemes like re-settlement of slums, development works in regularised
colonies and water supply schemes by instalation of Ranney Wells. It is, therefore, proposed that the
Corporatif)n may also be given the “Development Grant” of Rs. 50/- lpér capita as in the case of
" Committees and Councils. The resultant devolution would be about Rs. 3.09 crores. With 10%

‘escalation, the yearwise grant-in-aid would be as follows:-
| (Rs. in crores)
- 1997-98 1998-99. 1999-2000 2000-2001  Total
1). Grant-in-Aid (FMC) 3.09 | 340 374 411 14.34

TOTAL GRANTS (URBAN LOCAL BODIES)

The overall recommendation of grant-in-aid to ULBs would be as indicated below:

(Rs. in crores)
1997.98 1998-99 1999-2600 2000-2001  Total

1.  Municipal ‘ 16.15 17.76 19.53 -21.48 74.:92
Councils/ , ;
Committees

2. Fandabad Municipal 3.09 3.40 3.74 4.11 14.34
Corporation ' .

Total 1924 2116 2327 2559  89.26
253 i
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i OTHER MAJOR RECOMMENDATIONS (WITH FI'NANCIA‘IMPLICA'I IONS):-

(i} Creation of Two Apex Organisations
In order to strengthen the urban infrastructure and accelerate development, the Commission
~ strongly recommends the creation of the following two Apex Organisations:- .

(a)  Haryana Water Supply and Sewerage Board

The urgent need for creating such an organisation would be readily seen from the fact
that an investment of Rs. 211.00 crores, which is considered the minimum, is to be attempted in the Oth
Five Year plan (1997-2002) for additional Public Health facilities. As much as 60% of this amount
i.e. Rs. 126.60 crores would have to come from financial institutions. The commission recommends
that the seed money which may be of the order of Rs. 8-10 crores should be provided in the next 3-4
years by the State Government. The exact qﬁan_tum of yearly seed m.oney required would, of course,
depend on an actual fund requirements. | |

(b)  Harvana Urban Development Finance Corporatlon

‘- .

The existing arrangement for raising resources through LIC or othe‘a‘"mstltutlonal channels
by the municipal bodies, does not go far enough and needs to be ref'urblsﬁed. The commission,
accordingly, recommends the creation of an Apex Organisation to be called the “Haryana Urban
Developmen Finance Corporation” which would become an appropriate channel for securing assistance
from financial institutions and in turn disbursing the same to the Urban Local Bodies. The Commission
recommends that the share capital for this Corporation be provided by the State Government. While it
is difficult at this stage to indicate the year-wise share cap1tal which would be reqmred to be contributed,

this may have to be of the order of Rs. 5-8 crores over the next 3- 4 years.

(1)  Strengthening of Local Government Directorate

(a) | The Local Govt, Directorate be strengthened by way of an additional Town
Planning wing and an Engineering Wing (approximate expenditure Rs. 8.00 lakhs).

(b) A computerised local finance data base may also be created with the Directorate

$0 as to have a well organised information system (approximate cost Rs. 10.00 lakhs).
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IV.  RELIEF- WAIVER OF OUTSTANDING LIABILITY

()  AsumofRs. 32.50 crores (Rs. 9.48 crores by way of principal and Rs.23.02 crores by
way of interest) is outstanding against the municipalities in the State pertaining to the years 1970-71 to
1995-96. Keeping in view the poor financial position of the municipalities, there does not seem to be
any purpose in continuing to keep these liabilities on record when no worthwhile recoveries are being
made. The Commission, therefore, recommends the waiving of this amount as a one time measure so

that the municipalities can start on a clean slate.

(b) A sum of Rs. 2.66 crores worked out on the basis of 1% of income of the municipal
councils/committees as administrative charges towards the Local Bodies Directorate is outstanding
against the muhiciizaliﬁes in the State. Most of the municipalities have not been paying this amount and
this amount is not even budgetted by the Local Bodies Directorate. In view of their poor financial
position and the inability to discharge even basic statutory liabilities, the Commission recommends
waiving of Rs. 2.66 crores due as administrative charges from the munucipalities. It is further

recommended that this levy should be dis-continued in future.
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SECTION THREE

TENTH FINANCE COMMISSION GRANTS

The Tenth Finance Commission allocated an annual adhoc grant of Rs. 20.66 crores for the
PRIs and Rs. 4.15 crores for the ULBs in Haryana for the period 1996-2000. Our recommendations

for the ensuing three years commencing from 1997-98 are given below:-

(1) Panchayati Raj Institutions
The districtwise allocation for the three year period 1997-98 to 1999-2000 on the

basis of the decentralised Planning Scheme would be as follows:- ‘
- (Rs. in lakhs)

S.No. Districts 1997-98 1998-99 1999-2000 Total(3 years)
1 Ambala 130.00 - 130.00 130.00 390.00
2. YamunaNagar 100.50 - 100.50 100.50 301.50
3.  Bhiwani 144.50 " 144.50 144.50 433.50
4. Faridabad 145.50 145,50 145.50 436,50
3. Gurgaon 138.25 138.25 ' 138.25 414.75
6.  Hissar 214.75 214,75 214.75 644,25
7. Jind 131.75 131.75 131.75 395.25
8. Karnal 112.50 112.50 112.50 337.50
9. Panipat 91.50 91.50 91.50 274.50
10.  Kurukshctra 108.75 108.75 108.75 326.25
11, Kaithal 140.25 140.25 140.25 420.75
12, Mahendargarh 110.25 110.25 110.25 330.75
13.  Rewari 93.00 93.00 © 93.00 279.00
14.  Rohtak 163.50 163.50 163.50 490.50
15. Sirsa 126.50 126.50 126.50 379.50
16.  Sonepat 114.50 114.50 114.50 343.50
TOTAL 2066.00 2066.00 2066.00 6198.00

On the basis of their respective rural population, the share of the newly created districts

of Panchkula and Ambala will be as follows:- . :
.(Rs. In lakhs)

- Panchkula District :37.60
- New Ambala District .92.40
Total 130.00

After allocation of the district share, within the district the allocation will be shared between

the Zila Parishads, Panchayat Samitis arid the Panchéyats in the ratio of 10:15:75. Further allocation
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of Panchayat Samitis and Panchayats would be on the basis ot population.

(i) URBANLOCAL BODIES (Rs. 16.58 crores)

The Commission recommends that this annual TFC grant of Rs. 4.15 crores for the period

1997-2000 may be divided between the various ULBs on a pro-rata basis in accordance with their

respective slum population. The districtwise allocation on this basis is given below:-

N o o ‘ (Rs. in lakhs)

S.No. Districts 1997-98 1998-99 1999-2000  Total(3 years)
1 Ambala . 12.08 12.05 12.05 36.18

2, Yamuna Nagar 11.99 11,96 11.96 35.91

3. Kurukshetra 18.09 18.05 18.05 54.19

4. Kaithal 14.57 14.53 14.53 43.63

5.  Karnal 27.68 27.61 27.61 : 82.90

6. Panipat 1096 10.93 10.93 . 32.82

7. Rohuzk 4370 43,59 13.59 130.88
8. Sonipai - 132,70 32.62. 32.62 . 97.94 -
9. Gurgaon 32.62 T 32.54 32.54 97.70
10.  Faridabad 6935 69.20 69.20 207.75
1. Rewari 14.15 14.12 14.12 42.39
12, Mahendargarh 11.45 ‘ 11.43 . 11.43 34.31

3. Bhiwani 15.85 15.81 | 15.81 47.47

14, Jind | 27.14 27.07 27.07 81.28

15.  Hisar 49.01 48.89 18.89 146.79
16.  Sirsa 23.66 23.60 23.60 70.86
TOTAL 415.00 414.00 414.00 - 1243.00

Note : The figures for Ambala include figures for new Ambala district as well as Panchakula District.

The annual allocation for each of the ULBs can be seen in the statement at APPENDIX
‘A’ (chapter XVI). ULBs will be required to provide matching contribution from their own resources
and this factor is being taken into account in the over all devolution of resources, which is being

recommended by the Commission.
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SECTION -1V RECOMMENDATIONS FOR AUGMENTATION OF RESOURCES
AND OTHER RECOMMENDATIONS :

(A}  Panchayati Raj Institutions

{a}  Aungmentation of resources

i) House Tax is an obligatory tax which the Panchayats are required to levy. The
current rates of house tax being imposed are Re.11/-, Rs.8/- and Rs. 5/~ per annum depending upon the
category of occupier or the land holder. The Commission recommends that fhese rates may be revised
to Rs.30/-, Rs.25/- and Rs.10/- respectively. Besides, this tax may also be 1mposed on shops,
‘commer(:lal establishments and institutions like schools, Nursing Homes, at the rates varymg from
Rs.100/- to Rs.200/- per annum. Necessary changes may be made in the Act, Rules & Regulatlons
These rates should be revised every five years. Presently, the annual income for house tax 1s Rs.2.50

crores and with the above revision, the income is likely to go up by another Rs.5.00 crores.

1) | Leasing of Shamlat Land

With a view to ensure leasing out of Shamlat land at a reasonable price, minimum
lease money be fixed for varicus Panchayats lands by a Committee specially constituted for this
purpose. |

Sufficient powers exist in law for removal of encroachments and these should
be fully made use of. Potential for commercial development of panchayat land, pamcularly land

adjoining towns and urban areas, should be fully exploited.

(by Other Recommendatigns

i ) Delegaticn of certain functions to the three levels. of PRIs n resﬁect of 16
Departments have been issued. These are of general nature and detailed operational i mstructlons to
the field staff are necessary. The delegauon orders 1ssued so far should be reviewed so as to make

them more comprehensive.

) Section 26 of Haryana Panchayati Raj Act makes the preparation :of maps of

‘Abadi Deh’ on the part of Panchayats mandatory. Such maps to start with atleast must be prepared in

respect of 400 and odd villages in the State having population or more than 5,000 each,

1
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iti)  Detailed instructions, should be issued by each of the departments, setting out
the role and responsibilities of elected representatives. Steps should also be taken for organising
training on a continuous basis so as to bring about closer co-ordination in the functioning of these

bodies vis-a-vis Government functionaries at the various levels,

(B)  Urban Local Bodies

(i)  Qctroi:- The octroi schedule preseribing the levy of octroi charges has remained
practically the same over the decades and in addition several exemptions have been granted with the
result the income from this source has been more or less stagnant. Revision of the octroi schedule
basically involving change over from levy on weight basis to advalorem basis is urgently called for
and the list of exemptions need to be reduced to the barest minimum. These measures are likely to
significantly increase octroi collections over the present level in a very short period.

There has been persistent demand for the abolition of octroi and the Government of
India has also been periodically stressing on this point. It is understood that in the neighbouring state
of Punjab such a proposal for abolition is under serious consideration. If Haryana were to follow suit

a suitable alternate elastic source of revenue has to be found for the ULBs in lieu of octroi

(ii)  Property Tax:- The Commission has recommended change over from the present system
of House Tax assessment on the basis of annual rental value to the “Area-Linked Scheme” and all its
remifications have been indicated in the Report. The Area-Linked Scheme, which has been adopted
by many other States, provides differential rates for van_'ous types of construction, various uses and
various localities in terms of their value on a per square foot basis. The new system is quite simple
and removes arbitrariness and bias from the process of assessment. In any case the present system of

levying house-tax must be streamlined and arrears should be recovered on an urgent basis till such

time that the new system is put into operation.

(iii)  Fees & Fines:- The fees and fines rates are out-dated and have not been revised over
the decades. Some revisions in respect of dangerous and offensive Trades has taken place recently.
There has to be a thorough revision covéring a pumber of other items. This revision is likely to
generate considerable income over the present realisations.
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(iv)  User Charges:- Water supply in all ULBs, except in the Faridabad Municipal
Corporation, is being handied by the Public Health Department, Water Charges would need to be
substantially raised both in respect of Municipal Councils/Committees by the Public Health Department
and by the Faridabad Muniéipal Corporation so as to atleast cover the maintenance costs. Likewise it
will be necessary to cover the maintenance cost of sewerage and other services. This enhancement
can be spread over a period of 2-3 years, if considered necessary. The rates charged should be

revised atleast once every 3 years,

Other Recommendations

(1) Taxation of Central & State Government Properties

The State Government should initiate survey in this regard and assess the amotint which
is due to the various municipalities by way of service charges and take immediate steps to recover the
same. Likewise, urgent steps should be taken for the recovery of the outstanding amount of Rs.1.5

crores which is recoverable from the State Government Departments.

(i)  Sanctioning of Budget

At presenf the budget of the Municipal Councils is being sanctioned by the Divisional
Commissioners and of the Municipal Committees by the Deputy Commissioners. It is recommended
that the budget of the Municipal Councils may be entrusted to the Directorate as it is better suited to

have a closer watch on the income and expenditure of the larger Municipalities in the State.”

(1ii)  Training
Training programme for the officials and non-officials of the ULBs should be duly
organised and funds to the extent necessary, shall be provided for the same.

Other Recommendaﬁons:

1. Delegation of Powers to the Directorate of Local Bodies

(i) Since the Directorate did not exist at the time of promuigation of the Haryana Municipal
Act in 1973, powers both with regard to personnel and various other substantial matters
are either with *he Deputy Commissioners or the State Government. In the changed
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context, some of these powers should need to be delegated to the Directorate. These

powers were once given to the Directorate but iater on withdrawn.

(i)  The Director Local Bodies, instead of the Deputy Commissioners, canbe the Appointing
and Punishing Authiority in respect of certain categories of Inspectors and fresh
recruitments, wherever necessary, could be effected on this basis. Even under the
present system, overriding powers could be given to the Directorate for transfer
Municipal employees frorn cne district to another district in public interest, even where

the Deputy Commissicner is the Appointing ar.d Punishing Authority.

State Council for Panchayati Raj (PRis)
With a view to monitor the functioning of Panchayati Raj Institutions, the Commission

recommends the constitution of a State Council for Panchayati Raj to be headed by the Minister-in--
charge of Rural Development and Panchayats in the State. This will be an advisory body consisting of

elected representative of PRIs as well State Government functionaries.

Training of officials & Non-officials

Training of oi’ﬁcxals & non-officials is an integral ard essential part of strategy for future
growth. The training of non-officials of PRIs is particularly a priority area and can not be over
emphasised. On the rural side this work can be entrusted to Faryana Institute of Rural Development
{HIRD) Nilokher, and in the absence of a separate institute on the nrban side Harvana Institute of
Public Administration, Gurgaon, can meet the b:!] Adequatz ﬁlnds must be provided for strengthemng

and revitalising such training programmes.

Audit of Accounts for Local Bodies.

A State level Public Accounts Committze for municipal finance should be constituted under
the Chairmanship of Secretarﬁ, Y.ocal Government. Similarly, a Committee as envisaged under Rule
108 of the Haryana Panchayati Raj should be constitued at a State Level for audit of accounts of Zila

Parishads and Panchayat Samitis. In case of Panchayats, a committee at district level may be constituted.
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