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SECHETARY
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o R ; (ﬁ’%/)( ARISHIBHAWAN. NEW DELHI- 110 001
_ oo
D.0. No. 11019/704/08-Pol-2(P&J) /@ Dated: 12" July, 2010

Subject: Preparatory action for availing grants under the 13" Finance Commission award for
the PRIs.

Dear

Kindly rcfer to my letter of even no. dated 14™ May, 2010 (copy enclosed) on the
subject.

2. I had drawn your attention to the fulfillment of certain conditions by 31" March,
2011 for drawl of the Performance Grant component of the award w.e.f. 2011-12 and
requested to formulate a time bound action plan within a month. These performance

conditions include:

(i)  Adoption of accounting framework & codification pattern consistent with the Model
Accounting System circulated for Panchayats vide our letter dt. 2.10.09;

(ii) Preparation of supplement in the State Budget document for PRIs;

(111)  Adoption of 8 data base formats;

(iv) C&AG to be given TG&S for audit of PRIs;

(v) Appointment of independent local body Ombudsman or bringing the requisite
functions under the jurisdiction of Lok Ayukata;

(vi)  Electronic transfer of funds to PRIs within 5 days: Mechanism suggested in our letter
dated 23.2.10 in this regard refers;

(vil) Prescribing qualifications of members of SFCs;

(viit) Enabling local bodies to levy property tax;

3. Since most of these conditions would require legislative measures or inter-
departmental decisions and would be time consuming, I would request once again that the
requisite action plan may be formulated immediately and shared with us.

With regards,

Y ours sycerely,

(AN A Sinha)
Chief Secretaries, All States/UTs.

Copy to: Principal Secretary, Deptt. of Panchayati Raj/Finance/Planning/Urban Dcvclopmcnl'\ All

States/UTs.
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No. 11019/704/08-Pal.2
Government of India
Ministry of Panchayat Raj

Krishi Bhawan,
New Delhi-110001
Dated: 14™ May, 2010
From: A.N.P. Sinha,
Secretary

Chief Secretaries,
All States.

To:

Subject: Preparatory action for availing grants under the 13™ Finance Commission
(13" FC) award.

Sir,

I am writing this to draw your kind attention to the preparatory steps to be
taken for drawl of grant for the Panchayati Raj Institutions (PRIs), based on the
acceptancc by the Union Government of the 13" FC award for the period 2010-11 to

2014-15.

2. As you are aware, the 13™ FC has, in a major departure from the past,
recommended a percentage of the divisible pool of resources for the local bodies,
instead of a mere lump sum grant. Moreover, grants for the local bodies have two
components - a basic grant and a performance grant. Although actual figures would
depend on the revenue buoyancy, estimated grants for the PRIs are as follows. State-
wise share of grant is given in Annex-I & II.

(Rs. in crore)

SI. | Particulars 10-11 11-12 12-13 13-14 14-15 10-15

No

1. | General Basic Grant | 5870.6 | 6808.0 | 7957.0 19427.6 | 11162.2 | 41225.4

2. | General performance | 0 2327.6 | 5460.6 6440.8 7597.4 | 21826.4
Grant

3. | Total General Area | 5870.6 | 9135.6 | 13417.6 | 25868.4 | 18759.6 | 63051.8
Grant

4. | Special Area basic | 160 160 160 160 160 798
Grant

5. | Special Area 0 80 160 160 160 559
Performance Grant

6. | Total Special 160 239 319 319 319 1357
Area Grant J




5 Although the 13" FC has not made any specific recommendations on the use
of FC Grant, it may be kept in mind that the PRIs cannot function effectively in the
absence of proper manpower and infrastructure like office buildings, ICT ( e-
Panchayat) etc. With increasing devolution of powers and responsibilities to PRI,
these are needed all the more. e-Panchayat infact has the potential to revolutionize
PRIs as the symbol of modermity & efficiency and induce mass ICT culture. While
adequale funds are available under various plan schemes for development purposes,
limited funds are available to meet expenses on manpower, infrastructure, ICT etc.
The States may, therefore, consider advising the Panchayats to use 13" FC grants for
filling such critical gaps on priority.

4. Analysis of information furnished to the 13™ FC reveals that the States vary
widely in approach to transferring funds to the various tiers of PRIs. Given the needs
of manpower and infrastructure of the GPs which are at the cutting edge, it is
desirable that atleast 70% of the grants go to GPs.

5. Detailed guidelines on release of grants would be issued by Ministry of
Finance separately. However, for availing the performance grants from the year
2011-12, it is necessary that States initiate preparatory steps immediately for
meeting the conditionalities well in time. Failure to meet all the conditions will
deprive non- compliant States of the performance grant, which will get re-distributed
in the manner defined by the 13" FC. More importantly, implementation of these
conditions would enhance efficiency, transparency and accountability of the
PRIs and it would thereby serve the long term interest of the PRIs and the
States.

6. As implementation of some of the conditions also involves policy decisions,
legislative measures and institutional mechanism at the State level, I had discussed
the matter with the State PR Secretaries on 23 April, 2010. The following major
action points need to be pursued:

(1) Finance, Accounts & Budget
The condition encompasses following sub-conditions:

Sub-condition (a): The PRIs are to adopt an accounting framework and codification
pattern consistent with the Model Panchayat Accounting System. To demonstrate
compliance with this condition, the States are to certify that this has been done.

Suggested course of action: MoPR has already circulated the Model Accounting
System for the PRIs containing Formats, Guidelines and list of codes to the States
on 2" October, 2009. Implementation of the PRIAsoft accounting software is also
under discussion with the States. Moreover, a User Manual and a Training Manual
are under preparation. The States should ensure that their Accounting/Finance rules

and framework are consistent with the Mode.
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Sub-condition (b): The States are to prepare a supplement to the budget documents
[or the Local Bodies. This supplement should show details of plan and non-plan wise
classification of transfers separately for all tiers of PRIs from major head to object
head, including details of funds transferred directly to the PRIs outside the State
budget.

Suggested course of action: The system already followed by Karnataka, Kerala, etc
could be adopted with suitable modifications. Consultations may be held with the
State Finance and other Departments for operationalising this condition.

Sub-condition (¢): The 8 data base formats developed by C&AG are to be adopled.
Copies of the formats are at Annex-III(1-8).

Suggested course of action: These data base formats are different from the formats
contained in the Model Panchayat Accounting System and relate to compilation of
information on funds received from CFC/SFC/other sources; income from own
sources; details of revenue & expenditure; financial progress of various
programmes/schemes; expenditure profile of PRIs; physical progress of works
undertaken under funds allotted by CFC/SFC, etc; physical progress of various
schemes/programmes and share of revenue transfers to PRIs in State Revenue
Expenditure. Evidently such information would be necessary for higher level
monitoring & management decisions. However, MoPR would request for specific
feedback from your State on the need for simplification/improvement of these
formats.

(2) Audit

Condition: The States are to put in place an audit system and the C&AG is to be
given TG&S over the audit. Annual Technical Inspection Report of C&AG and
Annual report of the Local Fund Audit should be placed before the State Legislature.
Certification from the C&AG will demonstrate compliance with this condition.

Suggested course of action: 19 States have already entered into TG&S with C&AG.
Remaining States may consult the State AGs to work out the modalities.

(3) Ombudsman

Condition: The States should put into place an independent local body Ombudsman
for looking into complains of corruption and mal- administration against the
functionaries of local bodies (both elected and officials) at least in all Municipalities
and Zila Parishads. Relevant legislations are to be passed and notified.

Alternative to the condition: In case such functions fall under the jurisdiction of
State Lok Ayukata, the State may continue with the arrangement. Self certification by
the State will demonstrate compliance with this condition.
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