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1.1 Introduction

1.1.1 Consequent to the %4amendment of the Constitution, the State
Government amended the Tamil Nadu District Muniliiles Act, 1920 for
transferring the powers and responsibilities toddrhocal Bodies (ULBS) in
order to implement schemes for economic developragt social justice
including those in relation to the matters listadhe Twelfth Schedule of the
Constitution.

1.1.2 The number of ULBs at each level as on 31 Marct9286ng with the
average population covered by each type of urbeal loody as per the 2001
census is given imable 1.1

Table 1.1: Number of ULBs with average population covered

Category of ULB Number of Urban Population Average population covered

Local Bodies (as per 2001 census) per local body (as per 2001
census)

Municipal Corporations 10* 88,32,922 8,83,292

Municipalities 148 92,95,784 62,810

Town Panchayats 561 76,46,386 13,630

(Source: Performance Budget 2007-08 of the Municipal Adtration and Water Supply

Department)
] Two corporations (Vellore and Thoothukudi) formed imgiist 2008.

Tamil Nadu is the most urbanised state in Indi&e Trban population of the
State as per the 2001 census was 2.75 crore cimgfid4 per centof the
total State population (6.24 crore). While the atkad growth rate of total
population was 1per centduring 1991-2001, the urban population registered
a growth of 43er cent

1.1. 3 The Municipalities and Town Panchayats are classifnto different
grades by the Government of Tamil Nadu based om #mnual income, as
given inTable 1.2

Table 1.2: Income-wise classification of ULBs

Category of ULB Grade Annual income Number
Municipalities Special grade Above Rs 10 crore 20
Selection grade| Rs 6 crore and above but below Rs 10 crore 29
First grade Rs 4 crore and above but below Rs 6 crore 29
Second grade Below Rs 4 crore 21
Third grade (Erstwhile Town Panchayats with population 49
exceeding 30,000)
Total 148
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Category of ULB Grade Annual income Number
Town Special grade Above Rs 20 lakh 13
Panchayats

Selection grade| Above Rs 16 lakh but below Rs 20 lakh

Grade | Above Rs 8 lakh but below Rs 16 lakh

Grade Il Above Rs 4 lakh but below Rs 8 lakh
Total 561

(Source : Policy Note 2009-10 of Municipal Administration anat®¥ Supply Department)
1.2  Administrative arrangements

1.2.1 Administration of ULBs

The overall administration of ULBs vests with thenBipal Secretary to
Government, Municipal Administration and Water Sypp(MAWS)

Department at Government level. Principal SecyetstAWS exercises this
control through Director of Municipal Administratio(DMA) in case of
Municipalities and Municipal Corporations except e@hai and through
Director of Town Panchayats (DTP) in case of Towandhayats. The
Chennai City Municipal Corporation is under theediradministrative control
of Tamil Nadu Government i.e., Principal SecretdaddWS Department. An
organisational chart on the administration of ULiBgiven inAppendix 1.1.

The Mayor is the elected representative of the Nipal Corporation and a
Chairperson is elected for each Municipality.
1.3 Accounting arrangements

1.3.1 Accrual-based system of accounting is being foldvwn all Municipal
Corporations and Municipalities as per the ordéthe Government of Tamil
Nadu with effect from 2000-01 and in all Town Pamygdis with effect from
2002-03 in a phased manner.

1.3.2 Accounts maintained by Urban Local Bodies

Apart from the General Fund Account, the followegrounts are maintained
under the accrual-based system of accounting bthelMunicipalities, five
Municipal Corporations (excluding Chennai) and Td®anchayats:

> Revenue Fund and Capital Fund,

> Water Supply and Drainage Fund (except Town Paratbpy
> Elementary Education Fund (except Town Panchayatsl),
> Provident Fund Account (by Town Panchayats only).

Coimbatore, Madurai, Salem, Tiruchirappalli and Télweli

245

221

82
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The cash balance of each of the above funds istanaéd in a separate bank
account. The Chennai City Municipal Corporationimtains (i) a General
Fund comprising both Revenue and Capital Funds (@pén Elementary
Education Fund.

1.3.3 Database formats

The State Government accepted (February 2005) #tabase formats on
finances of ULBs recommended by the Comptroller Anditor General of
India and directed that they be adopted by all Whds with effect from
1 April 2004. The Commissioner of Municipal Adnstration (CMA) stated
(March 2007) that a web-based software was designeddeveloped based
on the approved format and launched during Jan2@d$ after testing. The
CMA also instructed all the Commissioners to impemthe same from the
financial year 2005-06 after completion of audithe Third State Finance
Commission (TSFC) also recommended that all ULBsukh create the
database in the prescribed format and the concemeads of departments
should monitor the database on a quarterly baGisvernment accepted the
recommendation (May 2007) with a modification toplement this only in
respect of Municipal Corporations and Municipasitie Subsequently, all the
ULBs (9 Corporations and 148 Municipalities and%8lL Town Panchayats)
had been instructed (October 2009 and November )200Q the
DMA and DTP respectively to upload the data on fimances, in the
prescribed formats for the years from 2004-05 t09200. The DMA stated
(May 2010) that the uploading of the data was bemugitored regularly and
the consolidation of statements for the years 2i®4e 2008-09 were under
process.

1.3.4 Finalisation of Accounts

All the ULBs have to submit their accounts of egelar to Director of Local
Fund Audit (DLFA) in the month of May of the sucde®g year. The position
of non-submission of accounts by ULBs to DLFA fr@d07-08 is given in
Table 1.3

Table 1.3: Position of non-submission of accounts of ULBs

Number of ULBs not As of
Category of ULB submitted accounts relating to
2007-08 2008-09
Corporations Nil 3 April 2010
Municipalities Nil 53 April 2010
Town Panchayats 2 83 January 2010

(Source: Details furnished by DLFA in March 2010 and DMAViay 2010)

The pendency in preparation of accounts of ULBs twedeventual delay in
the audit of their accounts would result in condidwexistence of deficiencies
in the accounts.




Audit Report (Local Bodies) for the year ended 31 M&@b9

1.4  Audit arrangements

1.4.1 DLFA is the statutory auditor for ULBs (includiripwn Panchayats).
Fifty per centof the actual cost of audliof DLFA is paid by the ULBs out of
the Municipal fund.

1.4.2 The Principal Accountant General (PAG) audits theBs under
Section 14 of the Comptroller and Auditor Geneffalnalia’s (Duties, Powers
and Conditions of Service) Act, 1971. Further, PA@vides technical
guidance to DLFA on a continuing basis regardinditaaf accounts of the
ULBs in terms of Government of Tamil Nadu’s ordéMarch 2003.

1.4.3 Audit of accounts of all ULBs was completed by DLF4p to
2004-05. Position of arrears in completion of awdi ULBs, as reported
(March 2010) by DLFA as of January 2010 and by DMAViay 2010 as of
April 2010 is given inTable 1.4

Table 1.4: Position of non-completion of audit of ULBs

2006-07 2007-08 2008-09
Number of units Number of units Number of units
Category of Total
ULB number Completed Audit Audit
accounts completed | pending | (A) (B) (OREGOEREGEN®)
(A) (B) ©
Corporations 6 (2006-07) 6 6 Nil 8 7 1 6] Nil 10
8 (2007-08)
10 (2008-09)
Municipalities 152 (2006-07), 152 152 Nil 150 119 31 95 7| 141
150 (2007-08),
148 (2008-09)
Town 561 561 559 2| 59| 324 237| 478 62 499
Panchayats

(Source: Details furnished by DLFA in March 204ftd DMA in May 2010)

The main reasons attributed (September 2009) byADiloF the arrears were

non-receipt of accounts on due dates from the UBRd furnishing of
defective accounts.
Municipal Corporations is 31 May 2009 and for Mupdaities and Town
Panchayats is 15 May 2009, only six corporatiorns$ @5 Municipalities had
submitted their accounts as of April 2010.

1.4.4 DLFA reported (September 2009) that the number afagraphs

Although the due date of sabimm of accounts for

relating to Municipal Corporations, Municipalitieend Town Panchayats

included in their Inspection Reports (IRs) issuedtiry 2005-08 that were

pending settlement as of March 2009 aggregate®t®808 paragraphs. The

category wise pendency are as givefable 1.5

2 As per G.O. Ms. No. 62 dated 17.1.1994 of Finance (Local Hbepartment
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Table 1.5: Category-wise pendency of inspection paragragtof DLFA

Category of ULB Number of paragraphs pending

Corporations

Chennai 1,888
Coimbatore 925
Salem 773
Tiruchirappalli 1,212
Tirunelveli 599
Madurai 748
Tiruppur 170
Erode 168
Vellore 175
Thoothukudi 208
Municipalities 10,813
Town Panchayats 25,629
Total 43,308

(Source: Details furnished by DLFA in September 2009)

The details of inspection paragraphs issued dufi®@8-09 are yet to be
compiled by DLFA and made available to Audit. Tymar-wise break-up
details are given iAppendix 1.2.

1.4.5 Based on the recommendations of Second State d@n@aommission
(SSFC), State Government formed (June 2007) Diddiigh Level Committee
(DHLC) for settling the pending paragraphs of DLFéating to Municipal
Corporations and State High Level Committee for itmoimg the functions of
DHLC. For municipalities District Committees weakeady in existence.

The CMA stated (January 2010) that 249 paragrapatimg to four
Municipal Corporations (Coimbatore, Madurai, Tiruelppalli and Tiruppur)
and 1,136 paragraphs relating to Municipalitiesfair regions (Madurai,
Thanjavur, Tirunelvelli and Tiruppur) were settlédring 2009 in the DHLC
meetings.

The DTP stated (January 2010) that 24 DHLC meetamgs one State High
Level Committee meeting were conducted during JanR@08 to November
2009 and 1,056 audit objections relating to TowndPayats were settled in
those meetings. DTP further stated that auditatiojes settlement meetings
are being conducted at zonal level every month fgmil 2009.

Inspite of formation of such committees large nuntdfeaudit objections were
pending settlement indicating the inadequate respé&om ULBs.
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1.4.6 Audit of ULBs by Principal Accountant General(Civil Audit)

Audit of ULBs through test check of records areldweked-up through
Inspection Reports issued to the Commissioner, MAMitS copies to ULBs.
Government has issued general orders in April XB&Tg a time limit of four
weeks for prompt response by the authorities foswath paragraphs included
in the Inspection Reports issued by Audit.

Joint sittings numbering 18 and seven were hel@0A8-09 and 2009-10
respectively involving departmental offices and alltstanding paragraphs
upto 2005-06 were settled on the basis of repiangoy the departments.

As of May 2010, 2,920 paragraphs relating to 5Zpéttion Reports were not
settled for want of satisfactory replies, as intBdanTable 1.6.

Table 1.6: Year-wise pendency of paragraphs of PAG (Civil Adit)

Numbers
Year :
Inspection Reports Paragraphs
2006-07 52 78
2007-08 114 171
2008-09 358 2,671
Total 524 2,920

1.5 Devolution of functions, functionaries and fund

Out of the 18 functions listed in the Twelfth Schledof the Constitution to be
devolved on the Municipalities and Municipal Corpiions, Government
stated (November 2006) that 10 functions were &iatuand were already
vested in the ULBs while three other functions weransferred after
enactment of the Seventy-fourth amendment. Ine@spf Chennai City

Municipal Corporation, out of 13 functions, wateupply for domestic,

industrial and commercial purposes was vested @itlennai Metropolitan

Water Supply and Sewerage Board. In respect ofnl@anchayats, 12 out of
18 functions were transferred.

Based on the recommendations of the High Power Cdtieen State
Government enhanced (February 2009) the powers MA In respect of
Municipal Corporations other than Chennai to samcgstimates exceeding
Rupees One Crore but not exceeding Rupees Five Cror

Government of Tamil Nadu stated (November 2006)t ttransfer of
functionaries was a major problem faced by Goverimehich could only be
solved in a phased manner in due course of timavedBment is yet to
transfer functionaries to ULBs (March 2008) to gaout devolved functions.
Government also reported that plan and non-plaoretisnary grants were
being transferred to ULBs in addition to succesState Finance Commission
grants. These earmarked grants were intendedp@wifg functions such as
water supply, roads, public health, street lightisgnitation, etc., entrusted to
ULBs. The ULBs were also empowered to revise angl local taxes such as
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Property/House Tax, Profession Tax based on themmewndations of the
State Finance Commissions (SFCs), as acceptecelgdiilernment and as per
the Local Bodies Acts.

DMA stated (June 2010) that out of 18 mandatorycfiams of ULBs, 17
functions (except Fire Services) have been devoleedlunicipalities and
Municipal Corporations.

1.6 Third State Finance Commission

The Third State Finance Commission (TSFC) in ifgore submitted to the
State Government in September 2006, recommendedefariution of funds
to local bodies in the form of a three way packege Pool A (dealing with
assigned part such as Entertainment Tax, SurchargeStamp Duty,
Seigniorage fees, etc.,) Pool B (dealing with sitarof State’s own tax
revenue) and Pool C (dealing with specific purpgsants). Out of 306
recommendations relating to both Urban Local Bodies Panchayat Raj
Institutions (PRIs), Government accepted (May 20Q8p in full/part/in
principle and did not accept 89 recommendatiors reeéommendations were
referred to High Level Committee or pending withv@mment.

As per Recommendation No0.113, State Governmenedgi@ lay minimum
Property Tax at the rate of Rs 25, Rs 40 and Rp&sOhalf year for Town
Panchayats, Municipalities and Municipal Corponasio respectively.
However, no Government order was issued in thiardkego far.

1.7 Receipts and Expenditure of Urban Local Bodies

1.7.1 The details of receipts and expenditure of ULBsirdur2006-09 as
reported by CMA (November 2009), Commissioner ofe@ai City
Municipal Corporation (November 2009, January 2@bd April 2010) and
DTP (April 2010) are given iMable 1.7 However, in the absence of data
compiled from the audited accounts of the ULBs byet
Department/Government, the accuracy of these fgguceuld not be
authenticated and the data are provisional subypesuidit by DLFA.

Table 1.7: Revenue and Expenditure of ULBs during 2006-09

Chennai City Municipal Corporation
Rupees in crore

2006-07 2007-08 2008-09
Own Revenue 359 444 516
Assigned Revenue 116 138 101
Grants 157 209 275
Loans 4 4 25
Total Receipts 636 795 917
Revenue Expenditure 496 536 665
Capital Expenditure 121 199 405
Total Expenditure 617 735 1,070

(Source:Details furnished by Commissioner of Chenngi Kitnicipal Corporation in
November 2009 and January 2010 and Budget Estimates for 2008®009-10)
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Other Municipal Corporations

(Rupees in crore

2006-07 2007- 08 2008-09
Own Revenue 233 283 382
Assigned Revenue 56 67| 74
Grants 140 511 411
Loans 38 19 68
Total Receipts 467 880 935
Revenue Expenditure 303 367 479
Capital Expenditure 181 318 367
Total Expenditure 484 685 846

(Source: Details furnished by Director of Municipal Adistration, in November 2009)

Municipalities

(Rupees in crore

2006-07 2007-08 2008-09
Own Revenue 484 53b 526
Assigned Revenue o 166 171
Grants 490 673 618
Loans 42 53 233
Total Receipts 1,115 1,427% 1,548
Revenue Expenditure 617 618 795
Capital Expenditure 484 611 640
Total Expenditure 1,101 1,289 1,479

(Source: Details furnished by Director of Municipal Adistration in November 2009)

Town Panchayats

Rupees in crore

2006-07| 2007-08* 2008-09
Own Revenue 1,738 250 318
Assigned Revenue 3P g1 106
Grants 923 607 640
Loans 68 39 27
Total Receipts 2,756 977 1,091
Revenue Expenditure 294 346 388
Capital Expenditure 164 267 316
Total Expenditure 458 613 704

(Source: Details furnished by Director of Town Panchaiyafspril 2010)
*Figures differ from last year's report due to reddmgures furnished by the Director of

Town Panchayats in April 2010.
The data in the above table reveal the following:

Coimbatore, Madurai, Salem, Tiruchirappalli and Télweli
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The total receipts of Municipalities, Chennai Citijunicipal Corporation and
other Municipal Corporations show an increasingndreduring 2006-09.
There was increase in the total receipts of Cher@aimbatore and Madurai
Municipal Corporations in 2008-09 because of theeig of more grants
under Jawaharlal Nehru National Urban Renewal MisgUNNURM). The
receipts of Town Panchayats increased manifoldRs.2,756 crore during
2006-07 as compared to Rs 603 crore in 2005-06re$ponse to an audit
guery seeking reasons for such an increase, thedbated (February 2008),
without assigning specific reasons, that the figuneere compiled from the
details furnished by Assistant Directors of 16 zonader his control and were
provisional and unaudited. It was further stateat tdiscrepancies could be
reconciled only on receipt of audited annual act®uUrom zonal offices.
Correct details are yet to be received. The defall 2007-08 and 2008-09
have been furnished in April 2010, which were naeorrporated in the report.

Pie charts representing component-wise receiptseapdnditure for 2008-09
in respect of Chennai City Municipal Corporationther Municipal
Corporations, Municipalities and Town Panchayagsgwen below:

Receipts and Expenditure 2008-09

Revenue (Cr Rs) Expenditure (Cr Rs)

Oown
revenue
1742

(39%)

1.7.2 The component-wise details of receipts and experedare discussed
in succeeding paragraphs.

1.8 Receipts of Urban Local Bodies

A chart depicting various sources of revenues ofB§lLis given in
Appendix 1.3

1.8.1 Own revenue realised

Details of own revenue realised by ULBs (includimrgvn Panchayats) during
2006-09 as furnished by the DMA (November 2009)e@tai City Municipal
Corporation (November 2009 and January 2010) anB DApril 2010) are
given inTable 1.8
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Table 1.8: Own revenue of ULBs

(Rupees in crore

2006-07 2007-08 2008-09
Category of ULB Non-tax Non-tax Non-tax
gory re-\l;:::ue and other Total re-\l;:::ue and other Total re-\l;:::ue and other Total
revenues revenues revenues
Chennai City 291.85 67.37 359.22 358.1 85.66 443.79 40857 107.85 43216.
Municipal
Corporation*
Other Municipal 134.48 98.73 233.21 156.74 126.01 282|75 238.40 .2143 381.61
Corporations (5)
Municipalities 292.70 196.3( 489.00 304.34 230{81 35.55 290.36 235.57 525.9
Town Panchayats 905.6R 827.44 1,733|06 71.75 171.78 249.53 108.29 210.06 318.3
Total 1,624.65 1,189.84 2,814.49 896.96 614.26 1,511.22 1,045.62 696.69 1,742.31

(Source: Details for Chennai City Municipal Corpapatifurnished by Commissioner of Chennai City Municipal
Corporation and obtained from Budget Estimates for 2008A@02809-10. In respect of other ULBs, details
furnished by Director of Municipal Administration and Direcof Town Panchayats)

*  Figures differ from last year's report due to revised figutgnished by Commissioner of Chennai City
Municipal Corporation
While the own revenue of Municipal Corporations a@dhennai City
Municipal Corporation increased during 2006-09t thlaMunicipalities after
increasing in 2007-08 decreased during 2008-09tdugpgradation of four
Municipalities to Municipal Corporations in 2007-09

1.8.2 Tax revenue

Property Tax is the major source of tax revenublloBs. Some of the other
significant components of tax revenue are Profes$ax, Company Tax and

Advertisement Tax.
1.8.3 Property Tax

The mainstay of revenue income to ULBs is from léng/ of Property Tax.
The collected Property Tax in ULBs as a percentddetal revenue and own
revenue is illustrated imable 1.9below:

Table 1.9: Property Tax as a percentage of total revenue armvn revenue in ULBs

Category of ULB

Percentage of Property Tax to

Total revenue

Own revenue

2006-07| 2007-08 | 2008-09| 2006-07 | 2007-08| 2008-09
Chennai City Municipa 36 36 35 63 64 62
Corporation
Other Municipal 26 16 23 52 50 5¢
Corporation$
Municipalities 23 18 17 53 48 49
Town Panchayats D 7 6 3 26 P1

(Source: Details furnished by Commissioner, Chennailitgicipal Corporation, Director
of Municipal Administration and Director of Town Panchayats

4 Figures for 2007-08 did not include Municipal Corporation&fde and Tiruppur
which are formed in January 2008 but the figures for 200&6Rides all nine
Municipal Corporations

10
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The position of cumulative demand (including ars@acollection and balance
of Property Tax during the last three yeais, 2006-07 to 2008-09 in the
ULBs as reported by Commissioner of Chennai CitynMipal Corporation,
CMA and DTP is given iA\ppendix 1.4.

The figures inAppendix 1.4 indicate that the percentage of Property Tax
collectedvis-a-visthat demanded in Municipalities, Chennai City Mupal
Corporation and other Municipal Corporations inseghfrom 54 to 55, 51 to
61 and 54 to 6per centrespectively during 2008-09 when compared to 2006-
07. In Town Panchayats, the percentage of colleatiter increasing from 70

in 2006-07 to 79 in 2007-08 declined to 64 in 2008-

Further scrutiny of data revealed that

> The CMA had been reviewing (May 2009 and Decemif¥)99 the
reports received from the Commissioners of all tivee Municipal
Corporations and Municipalities to monitor and iy the collection
of Property Tax by them. The absence of any tdegprogress
indicates that such reviews did not have the desimpact as arrears
of Property Tax due for collection in Municipalgieeontinued to be
high at Rs 217.21 crore, Rs 223.98 crore and Rs52l1trore
respectively at the end of 2006-07, 2007-08 an@ZATH

1.8.4 Profession Tax

The position of demand (inclusive of arrears), extibn and balance of
Profession Tax as reported by CMA and DTP durirgy lttst three years is
given inAppendix 1.5.

The data irAppendix 1.5reveal the following:

> The percentage of collection of Profession Tax timep corporations
compared to the demands made varied between 727anduring
2006-09.

> The percentage of collection of Profession Tax asgared to the

demands made, increased from 54 in 2006-07 to 680@¥-08 and
then decreased to 64 in 2008-09 in the Municifsliti

> As per the revised figures furnished by the DTP pleecentage of
collection in Town Panchayats increased from 32006-07 to 89 in
2008-09 and the collection towards current demavel® in excess of
the demands made during 2007-08 and 2008-09.

The Third State Finance Commission (TSFC) indicatetheir report (May
2007) that during interaction with the District @ators and municipal
authorities it was brought to their notice thaddees, professionals and self
employed persons could not be brought into tax mhts was due to the
absence of provisions and owing to the lack of mawer. The tax potential
from this source could thus not be tapped. Theéseelvslab suggested by the
Commission for levying Profession Tax on tradersd abusiness
establishments was also not accepted by Governmen#Another

11
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recommendation made on levying the maximum ratB®2,500 per annum
for industrial establishments from 1 April 2007 wascepted with the
condition that the date of effect would be decibgdSovernment. However,
the date is yet to be decided by Government.

1.8.5 Non-tax revenue

Non-tax revenue of ULBs includes fees from buildiiegnce, market, survey,
parking, encroachment, bays in bus stand, slaudjoiese, cart stand, fishery
rights, etc.

The position of demand, collection and balancearf-tax revenue during the
last three years in respect of Municipalities, fMenicipal Corporations and
Town Panchayats, as reported by CMA and DTP isginé\ppendix 1.6

The data iPAppendix 1.6 showed that theercentage of collection of non-tax
revenues as against the demands raised by Muni€paporations and

Municipalities increased from 54 in 2006-07 to G3008-09 and from 75 in

2006-07 to 80 in 2008-09 respectively. In respdcTown Panchayats, the
percentage of collection decreased from 91 in 2006 87 in 2008-09, as per
the figures furnished by the DTP in December 2009.

Rupees 260.88 crore was collected as non-tax revdryu Chennai City
Municipal Corporation during 2006-09. The breakelgtails for the demands
raised and the amount collected were not furnidhyethe Commissioner of
Chennai City Municipal Corporation.

1.8.6 Assigned revenue

A portion of the proceeds arising from Entertainm@&ax (ET) and Stamp
Duty Surcharge on transfer of property (SSD) isighesl to ULBs. The
amounts assigned to ULBs during 2006-09 as repdiyethe Commissioner
of Chennai City Municipal Corporation, CMA and DT&e shown in
Table 1.10

Table 1.10: Assigned Revenue to ULBs
(Rupees in crore

2006-07 2007-08 2008-09

Category of ULBs

ET | sSD | Total

ET | ssp | Total

ET | ssD | Total

Chennai City Municipal
Corporation

Other Municipal Corporations

Municipalities

Town Panchayats

3.50 112.22 115.72 17.08 121.24 138{32 8.30 92.37 1(0.67

7.30 48.86 56.1¢ 746 59.66 67.12 527 6845 7B.72

8.78 8555 9438 16.64 149.78 166.42 18.43 152.1861)O0.
489 26.70 3159 21.66 59.10 80.76 28.93 76.69 ]05.62

(Source: Details furnished by Commissioner of Chennai ®itynicipal Corporation (November 2009 and
January 2010), Director of Municipal Administration (Novemi2€09) and Director of Town Panchayats

(April 2010)

The total assigned revenue to ULBs showed an isgrgarend during the
years 2006-09 except in Chennai City Municipal @oapon in which the

12
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assigned revenue declined to Rs 100.67 crore i8-2O0rom Rs 138.32 crore

in 2007-08.
1.8.7 Grants and loans released to Urban Local Bosl
1.8.7.1 Grantsreleased

Apart from the devolution-graritbased on the recommendations of SSFC,
various grants were given to ULBs by the Central &tate Government for
implementation of various schemes. Besides, loa@ie also obtained by
ULBs from Tamil Nadu Urban Finance and InfrastruetiDevelopment
Corporation Limited (TUFIDCO) and Tamil Nadu Urbdnfrastructure
Financial Services Limited (TNUIFSL) for varioushsenes.

The assistance provided by way of grants and ltand_Bs during 2006-09
are given intTable 1.11

Table 1.11: Grants and loans released to ULBs
(Rupees in crore

Chennai City Municipal Other Municipal

Year Corporation Corporations Municipalities Town Panchayats

Grants | Loans | Total Grants | Loans | Total Grants | Loans | Total | Grants | Loans Total

2006-07| 157.02 3.57 160.59 139.64 37|59 177.23 4489. 42.16| 531.597 922.80 67.33 990.33

2007-08| 208.92 406 21298 511.13 1851 529.64 3678. 53.03| 726.3§ 606.6 38.54 645.16*

2008-09| 274.95 2519 300.14 41068 67|53 473.21 .581j7 233.39] 850.93 640.27/ 27.36 667)63

(Source: Details for Chennai City Municipal Corporatifurnished by Commissioner of Chennai City Municipal
Corporation (November 2009 and January 2010) and obtained fralgeB Estimates for 2008-09 and 2009-10. In
respect of other ULBs, details furnished by Director of MysatiAdministration (November 2009) and Director of
Town Panchayats (April 2010)

* Figures differ from last year's report due to reviigdres furnished by DTP in April 2010.
The figures in the above table reveal the following

Grants released to Chennai City Municipal Corporaind Town Panchayats
had increased during 2008-09 as compared to 200¥h@8eas the same had
decreased for other Municipal Corporations and Idipalities.

As a percentage of total revenue during 2006-08ntgr constituted 25 to
30 per centin Chennai City Municipal Corporation, 30 to p8r centin other

Municipal Corporations, 40 to 4per centin Municipalites and 34 to
62 per centin Town Panchayats. This clearly indicated thaints are the
major source of receipts in Municipal Corporatiofexcept Chennai),
Municipalities and in Town Panchayats.

The increase in grants during 2006-07, 2007-08 2088-09 was mainly due
to receipt of grants under Jawaharlal Nehru Natidithan Renewal Mission
(JNNURM).

The increase in loans during 2008-09 to Municipatg@rations was due to
availing of loan from financial institutions fore@rexecution of major schemes.

° Second SFC grants to the extent of actual receigisadjustment.
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18.7.2 State Finance Commission grants

The Third State Finance Commission recommendedth&afanchayat Raj
Institutions and Urban Local Bodies would receiugerper centof the State’s
own tax revenues after excluding the Entertainmi@xtreceipts. The vertical
sharing of resources between PRIs and ULBs woulth lhke ratio of 58:42.
Of the total devolutions to the ULBs (4fr cen}, the resources would be
shared between the Municipal Corporations, Munidipa and Town
Panchayats in the ratio of 30:41:29 from 1 ApriD20

The devolution of funds through SSFC grants wasnmngacover the salary

and wages of the sanctioned staff of the ULBs amghtanance of assets,
office maintenance etc. The details of net gragitsased to ULBs as reported
by the respective heads of departments during BJ0&- 2008-09 is given in

Tables 1.12 to 1.14.

Table 1.12: SFC grants to Municipal Corporations
(including Chennai City Municipal Corporation)

(Rupees in crore)

Year State’s Grant due Grants Adjusted Net Released to

own tax sanctioned#| before grant .

revenue release * | released Chennay City Ot_hgr

Municipal Municipal
Corporation | Corporations

2006-07 27,731 314.4y 241.18 25.88 215.30 122.1% 93.15
2007-08 29,610 335.7B 310.19 12.96 297.23 158.98 138.30
2008-09 33,672 381.8¢4 367.20 25.57 341.63 161.5} 180.96

(Source: Details extracted from Chapter | of Audit Re@6A8-09 (Civil) for State’s Own Tax Revenue excluding
Entertainment Tax and details furnished by Commissionesn@di City Municipal Corporation (November 2009
and January 2010) and Director of Municipal AdministnatfiNovember 2009))

*  Adjusted towards Pension Payment and Recovery towardgmepa of loan.
# Figure differ from last year's report due to adoptiomesfised figures given by Commissioner, Chennai City
Municipal Corporation (November 2009 and January 2010).

Table 1.13: SFC grants to Municipalities
(Rupees in crore)

Year Grant Due Grants Adjusted before | Net grant Grants Unutilised
sanctioned release * released utilised grants
2006-07 429.71 315.88 140.02 175.86 148.11 27.75
2007-08 458.9¢ 448.06 123.63 324.43 324.43 Nil
2008-09 521.85 441.92 145.3(0 296.62 296.62 Nil

(Source: Details furnished by Director of Municipal Adistration (November 2009))

* Adjusted towards Pension Payment and Recovery towardgmepé of loan
** Unutilised grants were utilised fully during subsequerdrye
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Table 1.14: SFC grants to Town Panchayats

(Rupees in crore)

Year Grant Due Grants Adjusted before | Net grant Grants Unutilised
sanctioned # release * released utilised grants
2006-07 303.99 148.7p 15.09 133.70 133.13 0.57
2007-08 324.59 187.8p 22.84 164.98 161.24 3.74
2008-09 369.11 232.9p 23.21 209.71 208.4(0 1.31

(Source: Details furnished by Director of Town Panchéptil 2010))
* Adjusted towards Pension Payment and Recovery towardgmepé of loan.

# Figure differ from last year’s report due to adoptionrefised figures given by Director of Town
Panchayats (April 2010).

1.8.7.3

€)) Based on the recommendations of the Twelittaffce Commission
(TFC) the Union Government had allocated Rs 572ectwo civic bodies from
2005-06 to 2009-10. Government of India also idsumstructions that the
TFC grants are to be utilised for solid waste managnt (50per ceny,
maintenance of roads and storm water draingpé&xent) and miscellaneous
works such as creation of database, payment oftrieiec charges etc.,
(25 per cent).

Central Finance Commission grants

The details of Central Finance Commission grartsived from Government
of India and utilised during 2006-07 to 2008-09reysorted by the respective
heads of departments, are givedable 1.15.

Table 1.15: Central Finance Commission grants to ULBs

(Rupees in crore)

Year Chennai City Municipal Other Municipal Municipalities Town Panchayats**
Corporation Corporations
Released| Utilised | Unutilised (A) (B) © (A) (B) © (A) (B) ©)
(A) (B) ©
2006-07 19.10 19.10 Nil 16.36 | 14.50| 1.86 | 46.83| 38.26/ 8.57 | 10.88 | 10.58( 0.30
(100) (89) (82) 97)
2007-08 19.10 19.10 Nil 16.36 | 13.05 3.31 | 46.83| 40.32] 6.51 | 32.10 | 13.09( 19.01
(100) (80) (86) (41)
2008-09 19.10 19.10 Nil 21.21 | 18.96| 2.25 | 41.99( 32.65 9.34 | 22.53 | 11.14*| 11.39
(100) (89) (78) (49)

(Source: Details furnished by Commissioner of Chenngi Kunicipal Corporation (November 2009 and January
2010), Director of Municipal Administration (November 20@8) Director of Town Panchayats (April 2010))

* includes Rs 1.32 crore deducted towards Sales Tax, InGameand Labour Welfare Fund.

** Figures differ from last year’s report due to adoptidmevised figures given by DTP (April 2010).

(Figures in the brackets represent the percentage of tititisa
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The amount reported as unutilised out of CentrahfRte Commission grants
was stated to have been utilised in the subsey@ams. However test check
of records relating to four Municipal Corporatior’s Municipalities and 18

Town Panchayats revealed that out of TFC grantsaseld during 2005-06,
2006-07 and 2007-08, Rs 10.27 crore were lyingilised as of 31 March

2008, as shown ifable 1.16

Table 1.16 : Unutilised Central Finance Commission grants
(Rupees in crore)

Category of ULB and numbers | 2005-06 | 2006-07 | 2007-08 Total
Corporations (4) Nil 4.09 4.69 8.78
Municipalities (7) 0.15 0.20 0.57 0.92
Town Panchayats (18) 0.02 0.14 0.41 0.57
Total 0.17 4.43 5.67 10.27

(b) According to para 6.1 of guidelines issued ®®I| on release and

utilisation of TFC grants, States have to mandtamansfer the grants
released by GOI to the ULBs within 15 days of tidate of credit to State
Government account. In case of delayed transéeBthte Government should
also provide interest for the period of delay &t tate equal to the interest rate
of Reserve Bank of India.

A test check of connected records revealed thafitseinstalment of TFC
grants were released to ULBs in 2007-08 belatedith wielays ranging
between 9 days and 334 days as indicatéhlvle 1.17. There was no delay
in the release of second instalment.

Table 1.17: Period of delay in release of TFC grants to ULBduring 2007-08

Period of delay in release

Category of ULB (Delay beyond 15 days from the due date)

First instalment

Corporations 21 to 34 days (four Corporations)

Municipalities 9 to 40 days (16 Municipalities)

93 to 334 days (49 Town Panchayats)

Town Panchayats

No interest, though, was paid by Government fordélayed release of grants.

Amount of interest for belated release of TFC ggdyt the State Government
released during 2007-08 worked out to Rs 10.69 &ikime rate of @er cent
based on the compiled details relating to four Mipal Corporations, 16
Municipalities and 49 Town Panchayats as showreainle 1.18.
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Table 1.18: Amount of interest due for the delayed rekese of TFC grants during 2007-08
(Rupees in lakh)

Category of ULB Number ALl r?afl eir::ée;t_?gg g’rra?tz e
Corporations 4 5.70
Municipalities 16 1.46
Town Panchayats 49 3.53
Total 69 10.69

1.8.8 Paosition of outstanding loans
The position of outstanding loans as of March 2@9gjven inTable 1.19

Table 1.19: Position of outstanding loans in ULBs as of Malhc2009
(Rupees in crore)

Sl. Category of ULB Position of consolidated loan
No.
© Opening balance as| Fresh loans availed Repayment | Closing balance as
on 1 April 2008 during the year made during | on 31 March 2009
2008-09 2008-09
1. Chennai City 94.10 25.19 11.84 107.45
Municipal
Corporation
2. Municipal 257.02 67.53 22.85 301.70
Corporations
(excluding Chennai)
3. Municipalities 953.49 233.39 97.42 1,089.46
4, Town Panchayats 177.77 27.36 13.59 191.54

(Source: Details furnished by Commissioner of Cheniitgil@unicipal Corporation (November 2009 and
January 2010), Director of Municipal Administration (Novem@9) and Director of Town Panchayats
(April 2010))

(Breakup of Principal and interest not made availabl€bmmissioner of Chennai City Municipal
Corporation, DMA and DTP).

The DMA stated (November 2009) that the outstandiadance of loan
amount of Municipalities and Municipal Corporatiopending on 1 April
2007 was ordered to be waived by Government in Nd»exr 2007 and the
process is going on as the figures are being réleohwith TUFIDCO and
TNUIFSL.

1.9 Expenditure of Urban Local Bodies
1.9.1 Revenue expenditure

Revenue expenditure consists of expenditure orrisaland pension and
operation and maintenance (O&M) expenditure. Téreenue expenditure
incurred by all ULBs during the last three yeargii®n inTable 1.20Q
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Table 1.20: Revenue expenditure of ULBs

(Rupees in crore)

Year

2006-07 2007-08 2008-09
Municipalities
Salaries and Pension 323.41 (52) 359.91 (53 461.28(58)
(Percentage to total revenue expenditure
O & M expenditure 293.19 (48) 318.21 (47 333.81 (42)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 616.60 (56) 678.12 (53) 795.09 (54)
Other Municipal Corporations
Salaries and Pension (Percentage to totgl 170.90 (56) 200.05 (59) 287.91(60)
revenue expenditure)
O & M expenditure 131.89 (44) 166.81 (45 191.11 (4P)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 302.79 (63) 366.86 (54) 479.02 (57)
Chennai City Municipal Corporation
Salaries and Pension (Percentage to totgl 259.82 (52) 293.25 (55 392.19 (5P)
revenue expenditure)
O & M expenditure 236.26(48)* 242.96(45)] 272.86 (41)
(Percentage to total revenue expenditure
Total (Percentage to total expenditure) 496.08(80) 536.21 (73) 665.05 (62)
Town Panchayats
Salaries and Pension 81.50 (28) 101.97 (29) 129.71 (33)
(Percentage to total revenue expenditure
O &M expenditure 212.41 (72) 243.75* (71 258.15 (67)
(Percentage to total revenue expenditure]
Total (Percentage to total expenditure) 293.91 (64) 345.72 (56) 387.86 (55)

(Source: Details furnished by Commissioner of Chennai ®Atynicipal Corporation (April 2010),
Director of Municipal Administration (November 2009) and Diceof Town Panchayats (April 2010))

* Figures differ from last year’'s report due to reddigures obtained from Budget estimates of Chennai
City Municipal Corporation for the years 2007-08 and®&09 and figures furnished by Director of

Town Panchayats (April 2010).

The salaries and pension portion of revenue expenediof Municipal
Corporations and Municipalities increased durin@&09 due to payment of
revised Pay Commission arrears to the staff andipeers.

1.9.2 Capital expenditure

The break-up details of capital expenditure of tHeBs as reported by the
respective heads of Departments during 2006-0gigesn inTable 1.21.
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Table 1.21: Break-up details of Capital expenditure of UBs
(Rupees in crore)

Nemecfhecore | wunopaes | Gorperalons (sceptChewal | Chennal i b

2006-07| 2007-08 | 2008-09 | 2006-07 | 2007-08 | 2008-09 | 2006-07 | 2007-08 | 2008-09

Roads 188.71 216.6p 257.97 77.21 134.1% 148.14 72.20 110.52| 225.74

Street lights 21.91 30.28 36.62 4.26 22.82 28.17 6.12 13.05 31.24

Water supply 85.4( 111.14 122.30 23.21 73.3¢ 90.15 - - -

Storm water drains 84.1 89.12 84.86 17.62 28.19 32.20 11.88 27.91 20.29

Solid waste 17.77 28.65 30.98 18.41 19.27 26.80 0.54 2.53 34.07

management

Other Capital 86.47| 135.37] 146.88 39.95 40.16 41.10| 30.22 44.86 93.30

expenditure

Total 484.37 611.17| 679.61 180.66 317.95 366.56| 120.96 198.87| 404.66

(Source: Details furnished by Commissioner of Chennigi Kunicipal Corporation (November 2009 and January
2010) and Director of Municipal Administration (Novemi2€09))

The increase in capital expenditure of Chennai Glynicipal Corporation

during 2008-09 was mainly due to more expenditurecapital assets under
JNNURM, construction of school buildings, and ci@atof new parks as
compared to the capital expenditure for 2007-08he Tncrease in capital
expenditure of other Municipal Corporations in 2@®was mainly due to
more expenditure under roads, water supply, sligbts and Solid Waste
Management.

The revised figures of Capital Expenditure, asiiivad by the DTP in April
2010 during 2007-08 and 2008-09 are shownahle 1.22.

Table 1.22: Break-up details of Capital expenditure of TowrPanchayats

(Rupees in crore

Name of the core sector Town Panchayats
2007-08 2008-09
Roads 121.36 136.56
Street lights 15.25 21.15
Water supply 29.28 25.80
Storm water drains 34.06 37.85
Solid waste management 15.52 19.51
Other Capital expenditure 51.64 75.49
Total 267.11 316.36

(Source: Details furnished by Director of Town Panchaf/asil 2010))
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The increase in capital expenditure in Town Panatsaguring 2007-09 was
mainly due to implementation of the new schemeAsfdithu Peruratchi Anna
Marumalarchi Thittam” in all 561 Town Panchayatsairspan of four years
commencing from the year 2007-08.

The above points were referred to Government imdzglp 2010; reply has not
been received (June 2010).
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