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ACTION TAKEN REPORT ON THE PART | & PART Il OF THE REPORTS OF THE

FIFTH STATE FINANCE COMMISSION

Part | of the Report

Devolution of State Own Tax Revenue
1. The Commission has decided to follow theCldFapproach and devolve funds based on the

estimate made for the year of devolution (t).
Action Taken

The financial transfers from State Government to ¢al Governments are substantial in
volume and any uncertainty on this score will adsety affect the Project approval and consequent
delay in the implementation of the Development pragmmes of the Local Governments. It is difficult
to get data on current year State Own Tax Reven8®TR) at the appropriate time and devolving funds
based on the same. Moreover, adjustments of thevision for Development Funds of a particular
financial year in the coming years will lead to cba in the preparation of the Projects. The present
system of t-2 (State Own Tax Revenue of two finahgiears back, which appropriation account of the
State is prepared by the Accountant General andgeakby the State Legislature and data available for
computation) has proved a successful formula in thleancial devolution from the State Government
to the Local Governments. Hence, considering thecagnting issues, it is decided to continue the
existing formula of (t-2) as the base year for tkemputation of award amount. The recommendation

has been rejected.

2. The commission has decided to give award specifitiegamount of money to be devolved to

each LG for each year of the award period as ppeAgix 10.1.



Action Taken

In view of the change in the base year as t-2 anddifications in the vertical devolution, the
award specifying the amount of money to be devolte@@ach Local Government for each year of the

award cannot be given as projection in advance. Theommendation has been rejected.

3. Previous SFCs had taken Gross State OwrRéarnue (SOTR) / state plan outlay for devolution
of resources. This Commission has decided to tateproceeds of SOTR after deducting collection

charges for sharing the State resources in alkitghaevolution.

Action Taken
Recommendation has been accepted.
4. The Commission has recommended that the gieen by the 1% UFC for civic services should be

treated as a separate grant and it should be ¢ra@dfin addition to the devolution of the Comnussi

Action Taken
Since 14' Finance Commission Grant has to be used for depeh@ntal activities in the Local
Governments it is decided to continue the existamgangement of including 1% FC Grant also as part
of the Development Fund. The recommendation hasrbegjected.
5. The Commission recommends that the mainten&md should be used only for the purpose of

maintenance of road and non-road assets of thsféraed institutions and own assets of LGs.

Action Taken

The existing arrangement of permitted items of erdéure under maintenance of road and
non-road assets are arrived on a decade long exg@es. Since a befitting reason for change of the
same is not noticed so far it is decided to conentne existing expenditure pattern under maintena&nc

of road and non-road assets. The recommendatios baen rejected.



6. The Commission has recommended that 20 %hefnet proceeds of annual SOTR should be
devolved to Local Governments as total devolution () basis in the year 2016-17 based on the
projection of SOTR of the Commission. For the sdabsa&t years, an annual increase of 1% is

recommended.

Action Taken

Considering the position explained in the decisitor Recommendation-1 and the change in
the pattern of vertical devolution suggested, itdecided to continue the existing formula of 3.5% o
SOTR in (t-2) for the allocation of General Purpodend for the award period.
7. The Commission has recommended that 3.6%heonet proceeds of annual SOTR shall be
devolved to Local Governments as General Purposd Bu (t) basis for the award period based on the
projection of SOTR of the Commission. The fund kbal spent for the items mentioned in para 10.35

and 10.36.

Action Taken

Considering the position explained in the decisiofor Recommendation - 1 and
Recommendation — 5, it is decided to continue thkésting formula of 3.5 % of SOTR in (t-2) for the
allocation of General Purpose Fund for the award fi@d and continue the existing expenditure
pattern under General Purpose Fund for the awardrimal.
8. The Commission has recommended that 5.58teohet proceeds of annual SOTR calculated on (t)
basis shall be devolved to Local Governments asiter@ance fund for the year 2016-17 based on the
projection of SOTR of the Commission. For the sgbeat four years, the rate shall be increased to 6%

per annum. The fund shall be spent for the itemstioeed in para 10.37.

Action Taken
Government have decided to continue the existingriala of 5.5 % of SOTR in (t-2) for the

allocation of Maintenance Fund for the year 2016-17Thereafter it will be increased in every year



during the Fifth SFC award period to the extent &60 % in 2017-18, 5.75 % in 2018-19, 5.90 % in
2019-20 and 6.00 % in 2020-21.

9. The Commission has recommended that iteaet proceeds of annual SOTR calculated on (t)
basis shall be devolved to Local Governments asldpinent fund for the year 2016-17 based on the
projection of SOTR of the Commission. The rate ®falution shall be increased to 11.5% in 2017-18,

12.5% in 2018-19, 13.5% in 2019-20 and 14.5% in02PP.

Action Taken

The annual plan out lay of the state is fixed based the capacity of the state Government to
finance the same, considering financial requiremeot the running of Government machinery, which
will be validated through the parameters of Balanage Current Revenue (BCR), scope and extent of
Open Market Borrowing etc. Moreover the reasons iped in the decision for Recommendation - 1
and the proven track record of the allocation fore®elopment Fund in the last three State Finance
Commission period, it is decided to continue théahtion of Development Fund as percentage of state
plan outlay for the award period.

Government have decided to modify the provisionr fDevelopment Fund for Local
Governments from the existing level of 22.92 % &@ % for the financial year 2016-17. Thereafter
it will be increased by 0.5 % in every year duritite Fifth SFC award period, ie, 23.50 % in 2017-18,
24.00 % in 2018-19, 24.50 % in 2019-20 and 25.0in%020-21.

10. The Commission has recommended that a gapdialdl be distributed to the financially weak
Grama Panchayats and set apart Rs. 50 Crore fr@shtre of GPF available to the GPs for the purpose
Gap fund may be distributed among GPs in propottiothe gap of previous year I}-certified by the
Director of Kerala State Audit Department. If thegpgecertified by the Director is less than the antaah
apart, the balance will be distributed among als@B per the criteria fixed for the distribution@PF.
Gap is calculated as follows; Own fund plus GPFusitotal of establishment, administrative, operetio

and other recurring expenses. Gap fund shall leaset to LGs by the month of October every year.



Action Taken

Recommendation has been accepted with modificatibat financially weak Municipalities
will also be eligible for Gap Fund. The provisiorof Gap Fund should be set apart from the total
provision of General Purpose Fund and the same shibibe distributed to the eligible Grama
Panchayats and Municipalities. The balance amoutiadl be distributed as per the norms following for
the distribution of General Purpose Fund.
11. The Commission has recommended an awakd.8599.48 crore for the year 2016-17 as the tota
share from SOTR calculated on (t) basis to be dedoto LGs. The recommendation for the subsequent
years of the period are Rs.10105.94 crore for 208, 7Rs.11850.44 crore for 2018-19, Rs.13868.5%cror
for 2019-20 and Rs.16201.19 crore for 2020-21
Action Taken

Considering the position explained in the decisitor Recommendation - 9 and in view of the
modifications in the vertical devolution, the recanendation has been modified as explained in the
decision in Recommendation -9.
12. The Commission has recommended that appteichanges may be effected in projected gross
and net SOTR based on actual tax realization apeacess or shortfall may be adjusted in devolutton
LGs in subsequent years
Action Taken

In view of the decision in Recommendation No.1, rorther action is needed in this
recommendation.
13. The Commission has recommended to transéedévolved funds to public accounts of LGs in 12
installments starting from April. Release of secamd subsequent installments will be based on 80 pe
cent utilization of the fund released. The unreddadevelopment funds will not be lapsed and the LGs
will get another year to utilize the same. Howetee, GPF will be transferred as per the existirgjey.

There will be no norm for minimum utilization foelease of the subsequent installments of GPF. An IT



based mechanism may be evolved for automatic righlerent of funds to the public accounts of LGs
based on this principle by the Finance Department.

Action Taken

Government have modified the system of releaseunfds from the public account system to
direct drawal from Consolidated Fund. The authorizan of funds under Maintenance of Assets and
Development Fund is modified as three installmentdowever authorization for General Purpose
Fund is still continuing as 12 installments. Fromhe experience, it is noticed that the new system is
working well. Hence Government have decided to comé the existing system of authorization of
funds. There will not be any bench mark in expeénage for further authorization of funds from
Government. Finance Department shall prepare ne@gssoftware for managing the authorization of
funds based on the decisions of Government.

14, The Commission has recommended thatdwta devolution of GPF shall be effected as per th
criteria presented in para 10.49. For distributeigre of various categories of LGs (Grama, Block,
District Panchayats, Municipalities and Municipar@orations ) as well as individual LGs belonging t

each category, the sharing criteria mentioned ra (t8.49 (a to o) shall be followed.

Action Taken

The BPL component in the norms for devolution islsa factor not reconciled by many
stakeholders. As such the components of the devotutcriteria seems arbitrary. Therefore
Government have decided to continue the horizémtiatribution as per the percentage of distributio
in the Fourth SFC period after considering the chge in numbers in each category of Local
Governments.
Recommendation in sub clause (a) (b) (c) and (dpiara 10.49 has been accepted with modification as
explained above.

Recommendation in sub clause (1), () and (V) jpara 10.49 has been accepted



Recommendation in sub clause (lll) in para 10.49 $idbeen accepted with modification that the
amount will be Rs.100 lakh and the same should b¢harized from Development Fund.
Recommendation in sub clause (IV) in para 10.49 hbsen accepted with modification that the
amount will be Rs.200 lakh and the same should ¢harized from Development Fund.
Recommendation in sub clause (e) in para 10.49 Haen accepted with modification that the
Municipalities will also be eligible for Gap grarand the provision for Gap grant should be set apar
from the total provision for General Purpose Fundhe unspent fund in this category should be
distributed with same formula for the distributioof General Purpose Fund.

Recommendation in sub clause (f) in para 10.49 teen accepted

Recommendation in sub clause (g) in para 10.49 Hasen accepted with modification that the
provision for Revenue collection incentive bonusostd be set apart from the total provision for
General Purpose Fund. The unspent fund in this cgtey should be distributed with same formula for
the distribution of General Purpose Fund.

Recommendation in sub clause (h) in para 10.49 hHasen accepted with modification that the
distribution of General Purpose Fund will be as p#re percentage of distribution in the Fourth SFC
period after considering the change in numbers iadh category of Local Governments.
Recommendation in sub clause (i) and (j) in para.49 has been accepted with modification that the
amount will be Rs.100 lakh and Rs.200 lakh respeely and the same should be authorized from
Development Fund.

Recommendation in sub clause (I) in para 10.49 hmsen accepted with modification that the amount
will be Rs.200 lakh and the same should be authedZrom Development Fund.

Recommendation in sub clause (m) in para 10.49 Haesen accepted with modification that the
provision for Revenue collection incentive bonusostd be set apart from the total provision for

General Purpose Fund. The unspent fund in this cgtey should be distributed as per the percentage



of distribution in the Fourth SFC period after condering the change in numbers in each category of

Local Governments.

Recommendation in sub clause (n) in para 10.49 heen accepted with modification that the
distribution of General Purpose Fund will be as p#re percentage of distribution in the Fourth SFC
period after considering the change in numbers iadgh category of Local Governments.

15. The Commission has recommended that thedmal devolution of maintenance fund shall be
effected as per sharing criteria prescribed in d&&0. For distributing share of various categoié
LGs as well as individual LGs belonging to eaclegaty, the sharing criteria mentioned in para 10.50

(a to c¢) shall be followed.

Action Taken

Since the Asset register is not formally approvedhdapublished, the distribution of
Maintenance Fund based on the same cannot be préssto service.
The distribution of Maintenance Fund will be as pé¢he percentage of distribution in the Fourth SFC
period after considering the change in numbers iadh category of Local Governments.
Since the Non-Road assets in Local Governments awbstantially in higher side and warrants
periodical maintenance for ensuring better infrasicture, recommendation in sub clause (a) in para
10.50 has modified as 70 % for Road assets an@63@r Non-Road assets.
Recommendation in sub clause (b) in para 10.50 lb@®n modified to the extent that the percentage
of distribution in the Fourth SFC period after condering the change in numbers in each category of
Local Governments will be continued.

Recommendation in sub clause (c) in para 10.50 Heeen modified that the distribution of
Maintenance Fund will be as per the percentage dbtdbution in the Fourth SFC period after

considering the change in numbers in each categofyLocal Governments.



16. The Commission has recommended thatdhizdmtal devolution and distribution of developren
fund into SCP fund, TSP fund and General Sectoddushall be effected as per sharing criteria

prescribed in para 10.51 (a to c).

Action Taken

Recommendations in sub clause (a), (b) and (c)para 10.51 have been accepted.
Government have decided that Local Government vadistribution of Development Fund will be as per
the percentage of distribution in the Fourth SFC ped after considering the change in numbers in
each category of Local Governments.
17. The Commission has recommended that tHedmal devolution and distribution of SCP portion

of development fund shall be effected as per tlagisd criteria prescribed in para 10.52 (a to d).
Action Taken

Recommendation in sub clause (a), (b), (c) and (@)para 10.52 has been modified that the
distribution of SCP Fund will be as per the percage of scheduled cast population as reported ia th

census 2011.

18. The Commission has recommended thatdhedmtal devolution and distribution of TSP portio

of development fund shall be effected as per tlagisd criteria prescribed in para 10.53 (a to d).
Action Taken

Recommendation in sub clause (a), (b), (c) and i@para 10.53 has been modified that the
distribution of TSP Fund will be as per the percage of scheduled tribe population as reported he t

census 2011.

19. The Commission has recommended that the hum&kalevolution and distribution of general

sector portion of development fund shall be basedriteria of distribution mentioned in Table 10.10



Action Taken

Since the norms for fixing the Development Fund modified consequent distribution of
General Sector Fund will be as per the percentadgedestribution in the Fourth SFC period after

considering the change in numbers in each categofyLocal Governments.

20. For effective monitoring of the flow of fun@d L.Gs the Commission recommends that all
transfers including General purpose Fund, Mainteed&und (road as well as non road) and Development

fund should be distributed through the major he@@4under suitable subheads.

Action Taken

Recommendation has been accepted.

Projection of SOTR

21. The Commission has recommended that the SOidrected by the Commission under
‘Minimum Buoyancy in SOTR’ in the fiscal year “t'ftar deducting the projected collection charges (ne

SOTR) shown at table 4.10 shall form the basiwvéstical sharing.
Action Taken
Since the computation of base year for the awardshaeen modified, no further action is

needed on this recommendation.

M aintenance of Assets
22. The Commission has recommended that 0.28%hefamount of SOTR be transferred from
Maintenance Fund (Non Road) to GPF and hereinafteecurring expenses, operative cost, purchase of

medicine etc. on account of transferred institigishall be met from GPF only.
Action Taken

In view of the decision in recommendation No.5, rfarther action is needed on this

recommendation.
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23. The Commission has recommended that theldigtwn of maintenance fund should be based on

the road and non road assets of LGs which is imatie 78.1:21.9.
Action Taken

In view of the decision in recommendation 15, no rfiier action is needed on this

recommendation.

24. The Commission has recommended that the eddite® of road and non-road assets should be

verified, corrected and updated periodically toidwtiscrepancies.
Action Taken
Recommendation has been accepted.

25. Since the Maintenance Fund is calculated base@€PWD rates the Commission feels that
adequate quality of maintenance should also beredsurhe Commission also recommends that

maintenance period of road repair / retarring wamg maintenance of buildings be enhanced to Zyear
Action Taken

Recommendation has been accepted with modificatibat the mandatory maintenance

period of road repair/re tarring works be enhancéal 5 years as is done for the works under PMGSY.

26. The Commission has recommended that the sialifferent categories of LG will be based on

their share in total road and non-road assets cdgply as shown in Table 8.8.

Action Taken

Since the Asset register is not formally approvettgpublished, the distribution based on the
same cannot be accepted. The distribution of Maimance Fund will be as per the percentage of
distribution in the Fourth SFC period after consideg the change in numbers in each category of

Local Governments.
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UFC Grants

27. The Commission recommends that steps mayitegten by the State Government to request the
XV UFC to favorably consider the recommendatioth&f SFC while evolving its own recommendations

as stipulated in Article 280 (3) (bb) & ( c).
Action Taken
Recommendation has been accepted.

28. The Commission has recommended that UFC Easiat would be distributed among Grama
Panchayats, Municipalities and Municipal Corponagidn accordance with formula adopted for the
distribution of GPF, ie., 80% weightage for popigia (2011 census), 10% weightage for area and

remaining 10% weightage is given to the inversevafi income.
Action Taken

Government havelecided to include the T4Finance Commission Grant also as a part of the
Development Fund. The distribution of the same bk as per the percentage of distribution in the

Fourth SFC period after considering the change iumbers in each category of Local Governments.

29. The basic grant should be spent in deliveriagidocivic services like water supply, sanitation,
sewerage, waste management, maintenance of conynasgsiéets, roads, street lighting and other basic

functions assigned to them under the Kerala ParmttiRgj Act and Kerala Municipality Act.
Action Taken

Recommendation has been accepted with modificatibat the projects under 1% Finance

Commission Basic Grant also be part of the Devel@mnFund Projects.

30. In order to avail performance grant the Comiorssecommends that State Government should
take urgent steps to revise tax and non tax rdte&se as improvement in own revenues of LGs over th

previous year is made mandatory by the UFC.

12



Action Taken

Recommendation has been accepted in principle. Thwmcal Self Government and the

Finance Departments will work out and issue appragte orders.

31. For effective monitoring of the flow of fund LGs the Commission has recommended that the
Basic grant as well as performance grants to L@ailghbe distributed through the major head 3604

under suitable sub heads.
Action Taken

Recommendation has been accepted

M obilisation of Own Resources of L Gs

Property Tax:

32. The Commission has recommended that the KPealahayat Raj (Property Tax, Service Tax and
Surcharge) Rules 2011 as amended in 2013 and traakidunicipality (Property Tax, Service Cess and
Surcharge) Rules 2011 as amended in 2013 havednfbeced by revoking G.O (Ms) No. 144/15/LSGD
dated 27.04.2015 forthwith. The property tax shdagd revised at the expiration of every five yeass
envisaged in the Kerala Panchayat Raj Act and #rall Municipality Act and the rules in this regiel
framed /amended promptly. Loss of revenue, if angurred by Local Governments due to lack of tynel
revision of property tax has to be completely congag¢ed by the State Government @ 5% per annum as
contemplated in section 203(4) of the Kerala Paymh#&a] Act and Section 233(4) of the Kerala

Municipality Act.

Action Taken
Government have decided thditet Property Tax shall be enhanced by 5 % every year
The second suggestion for compensation from Stat&@nment has been rejected.
33. The Commission has recommended that the fa@yeeen minimum rate and maximum rate of

property tax be reduced. The minimum rate shouldb®oless than 75% of the maximum rate. The
13



minimum rate prescribed in the Notification Nos21/LSGD dated 14-01-2011 and 36/2015/LSGD
dated 24-02-2015 in the case of Grama Panchaydtblatification N0.17/2011/LSGD dated 14-01-2011

in the case of urban LGs be revised to this effect.
Action Taken

Taxation is a matter of prerogative of Governmennd it is decided based on many
circumstantial factors. It is not advisable to fithe upper and lower ceiling on a casual manner.

Hence, the recommendation has been rejected.

34. The Commission has recommended that thereldshloe proper mechanism to identify
unauthorized constructions/ expansions and to taordingly. Government should issue directions/

instructions in this regard to Local Governments.
Action Taken
Recommendation has been accepted.

35. The Commission has recommended that the @&fdmeénging all buildings of Union Government
under the property tax net shall be taken up WwithGovernment of India and request them to takesste
to amend Article 285(1) of the Constitution of ladso as to bring all buildings of the Central

Government under the ambit of property tax net.
Action Taken
Recommendation has been accepted.

36. The Commission has recommended that statusfR009 be restored by omitting clause (ba) to
Sec. 235 of the Kerala Panchayat Raj Act and cléameto sec. 207 of the Kerala Municipality Acta

to bring all unaided educational institutions untter property tax bracket.
Action Taken
Recommendation has been accepted.
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37. The Commission has recommended that all Graamchayats and Urban Local Governments
should take immediate steps to assess BSNL bugddungder property tax and to collect the tax

accordingly.
Action Taken

Recommendation has been accepted
Profession Tax:

38. The Commission has recommended that a pugtebase on all categories of professionals,
traders and businessmen, employees and workete inrtorganized sector and self-employed persons
should be prepared and they be assessed for povféas. This data base should be updated from time
time. LGs may seek additional human resources ffiig purpose without any post creation. All
commercial institutions/ enterprises which havenbissued licenses under D&O license rules should be
assessed for profession tax, the assessment be bzs#el on property tax demand register for
commercial buildings and D&O license issued to théth employees and workers working in such

institutions/ enterprises shall also be assessddryrofession tax.
Action Taken
Recommendation has been accepted.

39. The Commission has recommended that a surveyprofessionals practicing within the
jurisdiction of Local Government concerned be madth the help of Ward Members/ Councilors and
bring them into the net of profession tax. It sliblk made mandatory that the Bar Council/ Assariati
furnish list of Advocates practicing within theurrjsdiction. The Advocates should voluntarily dose
their income and the profession tax be levied bamedhe self disclosed income which is subject to
verification. The profession tax slab shall be @gsliaable to salaried class. Necessary legisldimmade

to the effect that an Advocate can practice inatcof law only on production of receipt of the pagnt

15



of profession tax in any Local Government in that&tif he is liable to pay profession tax. The igice

should be produced on the first working day of @etoand April every year.
Action Taken
Recommendation has been accepted.

40. Similar provision in Rule 3 of the Kerala Maipiality (Profession Tax) Rules 2005 be brought
into the Kerala Panchayat Raj (Profession Tax) KuU®96 also. Rule 3(2) of the Kerala Municipality
(Profession Tax) Rules 2005 be expanded so astwparate Chartered Accountants, tax practitioners,
Stock brokers, private/chartered engineers, agbnsiness, internet cafe, cable operators, dishnghan

providers, consultancy service, real estate agbnt&ers etc. also.

Action Taken

Recommendation has been accepted.
41. The Commission has recommended that Stater@uoeat shall take up the matter of raising the
ceiling on profession tax with the Union Governméat get the recommendation of the XIV FC

implemented at the earliest.

Action Taken
Recommendation has been accepted.

Entertainment Tax:

42. We recommend that the ticketing system fohktodditional and multiplex theaters shall be

computerized as contemplated in section 5.1 (a)eoKerala Local Authorities Entertainments Taxt Ac

1961.
Action Taken
Recommendation has been accepted.
43. The Commission has recommended that the sbesciof both cable TV and Dish TV should be

brought under the entertainment tax net. A sumL& per month from each subscriber shall be levied
16



The amount has to be collected by the operators, \Wwhaurn, are to remit the same to the Local
Governments concerned. Necessary amendment toorse2{d) of the Kerala Local Authorities
Entertainments Tax Act 1961 shall be brought is tleigard. The receipt issued to the subscribetbdy
cable/dish operators shall also be computerizesheaisaged in section 5(1)(aa) of the above Actriteo

to avoid malpractice, if any.
Action Taken

Recommendation has been deferred for further exaation.
44, We recommend that entrance fees in tourisnbecerand agricultural farms and operation of
house boat shall be brought under the purview tdre&ainment tax by making necessary amendments to
section 2(4) of the Kerala Local Authorities End@mtnents Tax Act, 1961. The entertainment tax @n b
collected by LGs where the place of journey of letomts begins or ticket counters of tourism centers

and agricultural farms are situated.

Action Taken
Recommendation has been deferred for further exaation based on GST norms.
45, The Commission has recommended that the G@aternment should not give any exemption to

entertainment tax.

Action Taken

Recommendation has been accepted
Advertisement Tax:
46. The Commission has recommended that secti®m2tf the Kerala Panchayat Raj Act 1994 read
with section 256 of the same Act and section 27thefKerala Municipality Act 1994 read with section
567(32) of the same Act shall be suitably amenaeadssto do away with the system of making bye-laws
for regulating advertisement. Government shouldn&advertisement Rules applicable to all Grama

Panchayats for the regulation of advertisement eolection of tax on advertisement in Grama

17



Panchayats and amend the Kerala Municipality (Enectf Arches and Setting up of Advertisement
Boards in Public Streets and Public Places) Rul899 to incorporate necessary provisions for the
regulation of advertisement and collection of atlsement tax in Municipalities and Municipal

Corporations.

Action Taken
Recommendation has been accepted. Government hiseedecided to appoint a committee
to implement this recommendation.
Show Tax:
47. The Commission has recommended that the existimgmmaim rate of show tax which varies

from Rs.5 to Rs.50 should be raised by 100%.

Action Taken

Recommendation has been accepted.
Service Tax/Cess:
48. The Commission has recommended that sectior{f3of the Kerala Municipality Act 1994 and
Rule 26 of both the Kerala Panchayat Raj (PropEasy service Tax and Surcharge) Rules, 2011 and the
Kerala Municipality (Property Tax, Service Cess &ucharge) Rules, 2011 shall be amended to make

levying of the service tax/ cess by Grama Panckagad Municipalities mandatory.

Action Taken
Recommendation has been accepted.
Service Charge on Central Government Buildings:
49. The Commission has recommended that the L®ekl Government Department shall enforce
the statutory provisions to collect service chagge Central Government Buildings by the Grama

Panchayats and the Urban Local Governments.
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Action Taken
Recommendation has been accepted.
D& O Licence Fee:
50(a). The Commission has reiterated that the Di&énke rules applicable to rural LGs be renamed as
the Kerala Panchayat Raj (Regulation of Tradesyi&ss and Industries) Rules as suggested by ‘the 4

SFC. The proposed rules applicable to urban LGl alsa be renamed in such a manner.

Action Taken

Recommendation has been accepted.
50(b). The Commission has recommended that Sohedof the Kerala Panchayat Raj (Issue of
License to Dangerous and Offensive Trades and fes}oRules, 1996 should be widened so as to

incorporate all trades and businesses includinggeveration commercial establishments.

Action Taken
Recommendation has been accepted.
50(c). The annual license fee that can be chaagguer Schedule I, 1l and IV to the Kerala Paryeta
Raj (Issue of License to Dangerous and Offensieel@s and Factories) Rules 1996 are recommended to

be revised. Schedule Il should be revised as detail Table 7.2 (para 7.35)

Action Taken
Recommendation has been accepted.

50(d). The rates in Schedules IIl and IV shoulébkanced by 100% (para 7.36)

Action Taken

Recommendation has been accepted.

51. The Commission has strongly recommended tletrade license rule applicable to urban
Local Governments, ie., the Kerala Municipalitys(ie of License to Dangerous and Offensive Trades,

Other Trades and Factories) Rules 2011 shall beatipealised immediately.

19



Action Taken
Recommendation has been accepted.
Building Permit Fee:

52. The existing rates of building permit fee apgile to both the Grama Panchayats and the

urban Local Governments are recommended to be k& %.

Action Taken

Recommendation has been accepted.

Rent on buildings:

53. The Commission has recommended that the resthops and buildings rented out by the
Local Governments and community halls and auditositbe rationalized so as to get the rate of rent

fixed by the PWD applicable to that area.

Action Taken

Recommendation has been accepted.

Other Non-Tax Revenues

54. The Commission has recommended that the r&tak other non-tax items (except fee for

marriage certificate) shall be raised at least @5
Action Taken

Recommendation has been accepted including feenfarriage certificates also.

55. The Commission has recommended that all items>ofital non-tax revenues collected by
LG's mandatorily be revised at the expiration afrg\five years as in the case of property tax slje
ceiling on profession tax as envisaged in Articlé6(2) of the Constitution of India. This proposed
revision be made based on the recommendationseofSHC. Necessary amendments to the Kerala

Panchayat Raj Act, 1994 and Kerala Municipality A804 be made in this regard.
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Action Taken
Taxation is a matter of prerogative of Governmenndx it is decided based on many
circumstantial factors. The periodicity of the rmion of taxes and non-taxes cannot be justifiedngly

on the pretext that it is to be recommended by SH®e recommendation has been rejected.
Transfer of Building Tax to Local Gover nments

56. The Commission has recommended that the hgildix now collected by Revenue Department
should be assigned to Grama Panchayats, Muniéggléind Municipal Corporations. Necessary
legislation in this regard shall be made includamgendment to section 200 of the Kerala Panchayjat Ra

Act, 1994 and section 230 of the Kerala Municigafitt, 1994.

Action Taken

Since the details of the existence of houses / dinijs is to be found a place in the revenue
records of the Government and a recommendation aspdnsing a tax handle now enjoyed by the
Government is not advisable at this point of tim&he recommendation has been rejected
57. The Commission has recommended that the LGcakernments which have tax revenue be
rewarded with the efficiency in revenue mobilizaticGrama Panchayats which have collected in the
previous year (t-1) not less than 97% of the totalenue demand shall be given annual Revenue
Collection Incentive Bonus @ Rs.5 lakh per GramacBRayat. In the case of urban Local Governments
the percentage of tax collection over demandedbeaf5%. The annual Revenue Collection Incentive
Bonus for Municipalities shall be Rs.10 lakh permiipality and for Municipal Corporation be Rs.1@.5
lakh per Municipal Corporation. The revenue coltattincentive bonus shall be distributed as per the

norms mentioned in para 7.43.

Action Taken
Recommendation has been accepted.
58. The Commission has recommended that the AssiSecretary in Grama Panchayats shall be

entrusted with the responsibility to monitor revemobilization activities in the Grama Panchay#les.

21



or she shall review the demand and collection gemee on weekly basis and will be responsible to
provide data to the Finance Standing Committee vatiard to revenue collected and related matters in

the Grama Panchayats.

Action Taken

Recommendation has been accepted.
59. The Commission has recommended that the pgr&ate Finance Commission Cell in Finance
Department shall continue to exist for the monitgriof implementation of recommendations of the
Commission as discussed at para 3.8. The Cell alsallbe entrusted with the responsibility to impat
the revenue mobilization proposals enumerated aph 7.
Action Taken

Recommendation has been accepted.

e-Governance

60. The Commission has recommended that e-governarmddsbe made use of in the area of
revenue mobilization. All database relating to raw® mobilization should be computerized and the
system generated message through SMS/e-mail be ttaik and non-tax due be sent automaticallylto al

concerned.

Action Taken

Recommendation has been accepted.
Financesof Rural LGs

61. Considering the issue of property tax recegguired by the residents of Idukki and Wayanad
districts for various purposes in the absence bfl ¥idle deeds, and the possibility of existendéesimilar
problems in other districts as well, the Commisdias recommended that there shall not be exemption
from the payment of property tax.

Action Taken

Recommendation has been accepted.
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62. The Commission has recommended that all the noitdes are required to be revised urgently,
in order to meet the rising needs of GPs, whighr@sent depends much on the GPF recommended by the

State Finance Commission.

Action Taken
Recommendation has been accepted.

63. (&8 The Commission has recommended to iserethe rate of honorarium of elected
representatives of three tier Panchayats as follows

For the elected representatives holding full — tiexecutive positions such as President, Vice
President of District, Block and Grama Panchayts, honorarium shall be increased by 200 percent
from the existing monthly rate. (b) In the casetbfers, the honorarium shall be increased by 10€epe
from the existing monthly rate. (c) The increasallshe effected as per Table 5.9 with effect froth 1

April 2016.

Action Taken
Government orders have already been issued with fifications vide GO (P) No.

30/2016/LSGD dated 10.08.2016.
Finances of M unicipalitiesand Municipal Corporations

64. In order to address the issue of low priority anehgre expenditure incurred on civic functions
mentioned in the Kerala Municipality Act 1994 by micipalities and MCs, the Commission recommends
the following (a) The Urban LGs should set apartrenappropriation from general purpose fund for

improving civic functions and that from developmémid for capital expenditure in this regard.

Action Taken

Since identification, approval and implementatiorf projects under devolved funds is within
the jurisdiction of the Grama Sabha / Ward Sabhapnstitutional bodies of the Local Government
system, it is not advisable to issue any instruatighich will jeopardize the constitutional authositof

the Local Governments. The recommendation has begacted.
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65. In order to solve the pension payment cridisthe staff of municipalities and municipal
corporations, the Commission has recommended tloeviog:-

(1) The Director, Urban Affairs shallthe first instance ascertain outstanding ampayable to
municipalities/ MCs in pension fund after adjustipgnsion contribution due from them, if any, ane th
same may be intimated to the Finance DepartmenfTi{@ Finance Department should release funds to
clear the arrears in four quarterly installment2@16-17 to the Director of Urban Affairs and tleene
may be disbursed. (3) The share of Government &=l Will be recalculated commensurate to increase
in life expectancy. (4) Municipalities / MCs shouleimit pension contribution regularly to the pensio
fund maintained by Director, Urban Affairs. The Bsary of the Municipality/ MC Will be held
responsible for delays in payment of pension cbation. (5) The annual pension commitment should be
ascertained by Director of Urban Affairs in advaaoel necessary budget proposals should be forwarded
to the Finance Department. (6) The Finance Depattraball provide required amount in the budget
every year based on the proposal of Director, Uistiairs. (7) The gap, if any, in the pension fund
maintained by the Director, Urban Affairs and attaanual financial commitment should be bridged
equally by Municipalities/ MCs and State Governme®aiitable mechanism may be evolved by the
Director, Urban Affairs in consultation with Mumpalities/ MCs. (8) In the case of new pensionbis t
payment of pensions and retirement benefits taigedemunicipal staff shall be given by the munadity
/MC in which the person has served the longesbgadri his total municipal service. (9) The Secngtar
Department of Finance and Director, Urban Affairdl Wwe responsible for providing adequate budget

provision and timely allotment of funds.

Action Taken

The decision on the recommendation has been deféfier further examination. Government
will appoint an Expert committee for the same.
66. The Commission recommends to increase theofdtenorarium of all elected representatives of

Urban LGs as follows: (a) For the elected repregmes holding full — time executive positions kuas
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Mayor, Deputy Mayor of MC and Chairperson and Mileairperson of Municipalities, the honorarium
shall be increased by 200 percent from the existingthly rate. (b) In the case of others, the hanom
shall be increased by 100 percent from the existiogthly rate (c) The increase shall be effectedeas

Table 6.32 with effect from®1 April 2016.

Action Taken
Government orders have already been issued with inations, vide GO (P)No.

30/2016/LSGD dated 10.08.2016.
I mplementation of Previous SFC recommendations

67. The Commission has recommended to continuextsting Cell in the Finance Department to
monitor implementations of recommendations of tketeSFinance Commission. The Commission also
recommends to set up another Cell in the LSGD tdovfo up and monitor implementation of
recommendations except devolution, allocation ahelise of funds, administration of utilization ohd,
monitoring expenditure and data base on LG finambéech will be entrusted with the SFC Cell in
Finance Department. The Cell in LSGD shall havesgenel with sufficient field experience in Panchaya
and Municipal matters.
Action Taken

Recommendation has been accepted.
68. Recommendations of the previous four SFCdlddteelow shall be reaccepted and implemented
without any further delay.

First Sate Finance Commission
D Government may undertake a delimitation of nexevillages to ensure that no village falls in

more than one LG.

Action Taken

Recommendation has been accepted.
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(2) In respect of advertisement tax, the Governmaay fix the minimum rate chargeable and leave

it to Panchayat or Municipality to fix it above Herates.

Action Taken
Recommendation has been accepted.

3) LG should be made eligible for 50% of the buiggexemption fee.
Action Taken

The authority for exemption of building rules vestgith Government. As such, there will be
no liability to share the fee on that account.
4) All LGs may conduct a systematic tax mapping assign unique premises number to each

premise.

Action Taken
Recommendation has been accepted.
Second State Finance Commission
(5) Grama Panchayat may auction the right to seieagporary shops in public land just as Urban

Local Governments are doing so under section 3T6eoKerala Municipality Act.

Action Taken
Recommendation has been accepted.
Third State Finance Commission
(6) For systemic improvement the following stepsg/rba implemented.

(@) A demand Collection Balance (DCB) statenuwfnall revenue receipts should be prepared
and placed before the meetings of LG once in atguéat least) and that should be discussed by the
Council and appropriate direction given to offisial

(b) A statement on revenue collection and arqgesition of LGs should be placed by
Government in the State Assembly every year faneday discussion.

(c) For debt position, statement should be gmegband reviewed in Council meetings.
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(d) A list of major defaulters of property takaaild be put up on the notice boards in each

Grama Panchayat, Municipality and Municipal Corpiora This should be put on their websites also.

Action Taken
Recommendation has been accepted.
(7 Before ordering any exemption/ reduction in taich is in the domain of LGs, Government

should obtain the consent of the LG concerned.

Action Taken

Recommendation has been accepted.

Fourth Sate Finance Commission

(8) To give additionally an amount equivalent to th#emion of Entertainment Tax during the last
year of the tax to each eligible Grama Panchayaniblpality and Municipal Corporation, whenever the

Goods and Services Tax is introduced and the Eimenent Tax is merged with it.

Action Taken

Recommendation has been referred for further examtion.
(9) The following has to be done in respect of olsBevelopment Fund and Maintenance Fund for
roads:

(a) A connectivity plan has to be preparediiuliatricts.

(b) Once a road is taken up it should be compléeteal respects before another roadwork is
taken up

(c) LSGD may come out with high quality standaads specifications to ensure the longevity of
roads.

(d) Third party quality assurance system may beipplace in partnership with Engineering
Colleges and Polytechnics akin to the system ingpfar PMGSY.

(e) Whenever Funds are given under Disaster Rédiefrepair of flood affected roads the
proportionate share should be given to roads owned Gs. The share could be determined by the

District Collectors after objective assessmentefdamage.

Action Taken

Recommendation has been accepted.

27



(10) The data base of tax shall be computerizedupholaded in the public domain as a proactive
disclosure of information to the tax payers.
Action Taken

Recommendation has been accepted.
(11) When the ownership of a property which waseased under property tax is changed, 50% of the
property tax may be levied as a cess on transferapferty from the seller. So also when the ocaupii@
property is changed that shall be got registeredhen Gram Panchayat/ULG and a registration fee

equivalent to 25% of the property tax shall be isggbon the new occupier.

Action Taken
Recommendation has been accepted.

(12) To take urgent steps to frame new Taxatioth Bimance Rules to enable speedy collection of
revenue dues.
Action Taken

Recommendation has been accepted.

(13) To give incentives to those who pay taxesadlvance by giving a 1% concession and to
discontinue the practice of exempting penal intemgsthe fag end of the financial year through
Government Orders.

Action Taken

Recommendation has been accepted.

(14) Entrance fees are collected in many tourgstters like Periyar Tiger Reserve (PTR), Periyar
Lake, Pookkode Lake, Edakkal Caves etc., and cedagricultural farms. House Boats plying in
backwaters and lakes. But the provisions in theaLacthorities Entertainments Tax Act and Rules are
not sufficient to bring these activities under etsi@ment tax. Huge fees are collected for boatgjd
elephant-rides etc. These entertainments alsmdre brought under ET Act. Other new areas of tamat

for entertainment may also be explored. ET Act Rates need a re-visit and comprehensive updating.

Action Taken

Recommendation has been accepted.
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(15)  Periodical revision of the minimum rates dfvartisement tax in Corporations, Municipalities,
Special Grade Panchayats and other Panchayatg takim account the cost of advertisement in the
competing advertisement media and the cost inclbyetthe society from the proliferation of hoardings
Considering the negative externalities of the hivgs it is suggested that the rate of tax of hiogsl
may be increased substantially so as to have areetecffect upon the advertisers. To prescribe an
optimum size of a hoarding and larger size mayax@d double the rate so as to disincentivise and
discourage larger hoardings.

Action Taken

Recommendation has been accepted.

(16) Home stays have to be registered with the. LGs
Action Taken
Recommendation has been accepted.
(17) Local Self Government Department may come witlh a maintenance manual separately for
roads and non-roads assets.
Action Taken
Recommendation has been accepted.

(18) Web-based software may be developed and ykplat the levels of LGs and treasuries with a
district level terminal so that financial transact shall be validated as per the provisions inbtiget
and shall be monitored online.

Action Taken
Recommendation has been accepted.
(19) The period of limitation of recovery of dumsy be extended to 15 years.
Action Taken
Recommendation has been accepted.
(20) Minutes of Local Governments should be pregavithin 24 hours and entered into a web-based
software capable of tracking changes made by #wtexl head. Formats for agenda and minutes may be

indicated for the main categories which come updfmision usually.
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Action Taken
Recommendation has been accepted.

(21) For payments of regular items of expenditofetransferred offices and institutions Local
Government may transfer the annual estimated amauitiiin normative ceilings prescribed by

Government to the head of office so that smoothmeats are made.

Action Taken

Recommendation has been accepted.
(22)  The practice of permissive sanctions maydredhway with and Local Governments having own
revenues be allowed to spend a portion of their mvienue surplus for extraordinary items subjectrto

annual ceiling.

Action Taken
Recommendation has been accepted.

(23) The roles and responsibilities of staff tfanged to Local Governments and nuances of the
relationship between elected members and officddnmsland permanent officials need to be set out in

detail.
Action Taken
Recommendation has been accepted.
(24)  The liability of elected members and offisialeeds to be clearly spelt out.
Action Taken
Recommendation has been accepted.

(25) At the Local Government level, there is agemt need to integrate plan with the budgetary
process. There should be a single document covaliitgms of receipts and expenditure passed bk ea
Local Government by March, every year including @&imaual plan. To this end the Budget Rules may be
thoroughly recast with adequate provisions foripgtory planning and budgeting. The Rules should
incorporate provisions for transparency; there khalso be adequate provisions to ensure the ityegr
and sanctity of the budget, especially in relatmforecasting of revenues and estimating of exjpered
Action Taken

Recommendation has been accepted.
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(26)  Suitable integration of softwares relatingRevenue (Sanchaya), Planning (Sulekha), Assets
(Sachitra) and Pay Bills (Sthapana) with “Saankhyay be effected.
Action Taken

Recommendation has been accepted.
(27)  One Assistant Engineer is needed in everyn@armdanchayat.

Action Taken

Recommendation has been accepted.
(28)  E-governance should be completed in the Miotlg areas: Accounts, Distribution of pension,
Preparation of Estimates and work bills, Grievaredessal, Issue of licenses and permits, Estaiiah
matters and Asset accounting.

Action Taken

Recommendation has been accepted.
(29)  Social audit may be made statutory and elbauules prescribed for its conduct and follow up
on recommendations.

Action Taken

Recommendation has been accepted.
(30) The performance audit system should be reedntp make it an effective internal audit system
which is corrective rather than fault-finding. ltaild not do formal audit.

Action Taken

Recommendation has been accepted.
(31) In order to improve the quality of formal @yudn Audit Manual may be prepared.

Action Taken

Recommendation has been accepted.
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Part |1 of the Report

Fiscal |ssues

69. The Commission has recommended that KURDFD bh designated as nodal agency to clear
all formalities relating to availing of loans by ¢al Governments for remunerative projects as cetait

para 12.7. State Government may provide guaraatteetborrowings by LGs.

Action Taken
Government have already set up KLGDF for meetingstpurpose.
70. The Commission has recommended that audit by e Sudit Department should take a more

development-friendly approach without compromidimg basic principles of audit.

Action Taken

Recommendation has been accepted. Audit manual &hdae approved and published at the

earliest.

71. The Commission has recommended that Performfaundtie System in Urban Local Governments
should be strengthened urgently and adequatesstafiid be provided either through fresh recruitnoent

through deployment in this regard, so as to mag&esyistem as envisaged in the Act and Rules.
Action Taken
Recommendation has been accepted with modificativet no fresh recruitment is envisaged.

72. The Commission has recommended that the follpghall be done in connection with the assets
of LGs:

(i) The ‘Sachitra’ software be made more user friendly.

(i) There should be provision to recognize additiorftileh of assets each and every year.

(i) The ‘Sachitra’ software be integrated with ‘Saar&hgoftware so as to update assets

automatically.
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(iv) When a project which creates asset is completed, asset register should be updated
automatically (Asset is mainly created with devebemt fund and own fund. Maintenance fund
is given for the maintenance of assets and naadset creation. However, this fund is permitted
to be utilized for the construction of compound vaald roof changing. The assets created so
with the maintenance fund can also be added texisting assets).

(v) In the case of roads which pass through more dgm@nward/division that should be entered in
the asset register as one road in single lengtinahea.

(vi) While searching the assets, the foitaydetails should be exhibited:

a) Name of asset

b) Name of ward/division
¢) Name of village

d) Block number

€) Survey number

(vii)  The cost of assets the valuationmiich could not be undertaken is shown as Re.lséeta

register. The market value of such assets shouédbessed and the asset register be updated agtprdi

(viii) Duplication of assets should complgtbe avoided. The facing sheet of the asset mgist

should contain an abstract of the total assetsruthéecontrol of Local Government as detailed ateta
12.2, 12.3 and 12.4. This abstract should be withy the Kerala State Audit Department at thestoh
statutory audit every year.

Action Taken
Recommendation has been accepted.

73. The Commission has recommended that the LS@D take urgent steps to notify the asset
register in the official gazette so as to helpltbeal Governments to claim legal validity over tesets
owned by them. There should be a mechanism in L&Gmonitor updating of asset register by Local

Governments concerned regularly.
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Action Taken

Recommendation has been accepted.

74. The Commission has recommended that the swftwsed by the 5th SFC, which has been
developed by the KELTRON, shall be considered tobdified and this shall be continued to be used fo
the collection of fiscal data on Local Governmédiotsthe subsequent years from 2014-15 onwards until
the Management Information System (MIS) is intragthby the IKM. When the MIS comes into force
and the IKM is able to provide necessary informatan LG finance the data collection through the
software developed by the KELTRON shall be doneyawdh. The SFC cell in Finance Department
shall be entrusted with this task. For this purpbgeAMC with the KELTRON be renewed periodically.
Any lapse in collection of fiscal data on Local @avments, publishing them in the domain of Finance

Department and renewal of AMC of software developg®ELTRON shall be avoided.

Action Taken

National Informatics Center is working to make intiace with IFMS of Treasury department
and appropriate software of IKM. This arrangememtill take care the MIS on Local Government

finances.

75. The Commission has recommended that the SE®ase which is adopted for the continued
collection of fiscal data on Local Government btegnated with the ‘Saankhya’ software developed by

the IKM.

Action Taken

In view of the decision in Recommendation No. 74p¥@rnment have decided not to take

further action in this matter.
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76. The Commission has recommended that one et @ an Accountant in the rank of Head

Clerk be designated in all Municipalities, Munidig2orporations and District Panchayats by deploying
existing post in the same LG. No new post shalcteated in this regard. The proposed Accountant
should be responsible for handling AFS and budfjéiGs. The Accountant shall be permitted to be in
the post for at least three years.

Action Taken

Recommendation has been accepted with modificatiloat a post of Finance Officer may be
created in all Municipal Corporations. This post ahli be filled up with FCA (Fellow of Chartered
Accountants) candidates on contract. One post o€cBunts Officer may be created in all
Municipalities. This post shall be filled up witACA (Associate of Chartered Accountants) candidate
on contract.

77. The Commission has recommended that the CTFM uhéerontrol of Finance Department and
the DAC in GIFT shall be entrusted with the taskmparting training to Local Government staff with
regard to finance, accounting, and related matfdrs.KILA may also be associated while designing th
training programme. A fee may be collected fromgpensoring institution in this regard.

Action Taken

KILA will continue to be the agency for training il.ocal Government sector.

78. The Commission has recommended that the ‘Sgahlkccounting software developed by the
IKM and other software shall be fine-tuned aftensidering the areas/points mentioned at Paral®.30 (

to (xxxi).

Action Taken

Recommendation has been accepted.
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79. The Commission has recommended that the LS@ some out immediately with a budget

manual applicable to both rural and urban LGs.

Action Taken

Recommendation has been accepted.
80. The budgets of LGs should be more realistiethasn systematic and scientific estimates.
Action Taken

Recommendation has been accepted

Restructuring Plan Formulation and Execution

81. The Commission recommends that the plan goekekhould give emphasis for the preparation
of financially, technically and economically fedsilprojects, speedy formulation of projects takimigp
consideration local development requirements, dngnthe procedures to get speedy approvals and
technical sanctions, effective machinery/mechanfiesmexecution, efficient and time-bound executions
and achievement of physical and financial targét® Commission has recommended to prepare three
plan guidelines for the three categories, viz.Giama and Block Panchayats, (2) District Panchagads

(3) Municipalities and Municipal Corporations. TB®@mmission recommends that State Planning Board
shall constitute an Expert Committee to restructheeplan guidelines taking into considerationthaé

recommendations of the Commission on restructutiagorocess of plan formulation and execution.

Action Taken

Recommendation has been accepted with modificatibat the plan guidelines should give
emphasis for the preparation of financially, techedlly and economically feasible projects. In thase

of the remaining areas, the present system will tone.
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82. The Commission has recommended that the GPsmamicipalities facing problems due to
geographic location (coastal area, hilly area, whteind and small islands) shall be permitted &ndp

10% of the plan fund for meeting geographic relatedelopment projects.

Action Taken

Guidelines are already in existence.

83. The Commission recommends that the SFC cellldhaorepare a handbook of guidelines for
utilization of funds, viz. General Purpose, Mairdeoe (Road and Non-Road) and Development for
various items in Malayalam.

Action Taken

Recommendation has been accepted with modificatiwat LSGD should prepare the same.

84. The Commission has recommended that new jpodte cadre of Assistant Engineer shall be
created in three regions to look after the engingerelated issues of municipal corporations and
municipalities. The posts recommended are Enviranahdngineer, Mechanical Engineer and Electrical

Engineer.

Action Taken

Recommendation has been accepted with modificatibat only the post of Environmental
Engineer shall be created in all Municipal Corporians (One post in each Municipal Corporations).
The work relating to Mechanical and Electrical areais to be outsourced to accredited

engineers/institutions.

85. The Commission has recommended that the &mtalunt and the rate of subsidies given to

similar beneficiary schemes such as housing, lantthase and other schemes meant for BPL

37



households, SC/ST, etc. by the Government Depatthard LGs should be made uniform. The rate of

subsidies of LGs will be taken as base rate.

Action Taken

Recommendation has been accepted.

86. The Commission has recommended four major gdsann the procedures at pre- project
formulation stage and project identification. Firgduce the number of working groups and make them
more functional and effective in providing inputs plan formulation. They should review the progres
of plan, suggest improvements in execution of mtsjeprepare status report, discuss with staket®lde
and give an overall shape of plan outline. The nemud§ working groups for Grama Panchayats, Block
Panchayats and Municipalities shall be reducetreet ((a) Sector wise (primary, secondary andatgjt
and overall development of the local economy (lfastructure, civic amenities and welfare schenags (
Development of transferred institutions). Five wogk groups shall be constituted in Municipal
Corporations, viz.(a) Sector wise and overall depelent (b)Civic amenities (c) Infrastructure (road,
water, electricity, housing) (d) Social welfare gralerty alleviation and (e) Development of transée
institutions. In District Panchayats, five workimggoups shall be constituted, viz. (a) Agricultureda
allied activities (b) Industry and service sectativdties (c) Infrastructure (road, water, eledtsic
housing, etc.) (d) Development of transferred tngbns and (e) Social welfare and poverty allegrat
Second, strengthening the role of Grama/Ward S&aad Committees to have an effective role in
review of projects implemented in the ward, suggagrovement in execution, identify the development
requirements and suggest new projects in the naxtiad plan. Effort should be made to bring more
knowledgeable people to the Grama Sabhas/Ward S&ldhal Committees. Third, prepare list of
projects and schemes with rough cost estimates toduded in the annual plan/budget for the nexsry
based on the above exercise. Four, the time lisibmmended for observing the formalities of pre-

project preparation is five weeks during Novembmat &rst week of December (constitution of working
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groups, convening Grama/Ward Sabhas, conduct aflagment seminar and identification of projects).
The time limit recommended for preparing a listpsEliminary projects for inclusion in the annual
plan/budget is three weeks (in December).

Action Taken

Detailed guidelines are already in existence. Taexeems no exigency for modification of the

same. Government have decided not to take furthetron in this matter.

87. The Commission has recommended that at leastnionths should be given to LGs for
preparation of projects other than the peak peasfaekecution (January to March). In the case ofiomed

or major engineering or technical projects, theaitled project preparation shall be entrusted tweet
engineers, officers, consultancy organisationsinemging colleges and research institutions on geym
basis. The DPC shall give approval of a panel ofqes and institutions submitted by the LGs for the

purpose.

Action Taken

Recommendation has been accepted.

88. The Commission has recommended to reduceutinber of projects (plan and maintenance) to a
level of two-thirds of the existing number of praje The recommended range of number of projects fo
different categories of LGs are given below: GréPaachayat (60-75), Block Panchayat (30-40), Distric
Panchayat (400-480), Municipalities (110-140) andnidipal Corporations (600-690). In the case of
projects using Development Fund, priority shouldybeen to asset creating medium or large size pteje
in all category of LGs. In GPs and Municipalitiesit of the total projects, at least one-fifth slibhave

an outlay of Rs 5 lakh per project.
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Action Taken

Grama Sabha / Ward Sabha is the authority to decide priority and number of projects to be
taken by the Local Governments. It is not appragig to interfere in the constitutional authority dhe

functioning of the Grama Sabha / Ward Sabha. Reaoendation has been rejected.

89. The Commission has recommended that a mechatiall be formulated to scrutinize the work
executed by the beneficiary committees. The GPsjidijalities and Municipal Corporations should
place a list of all projects implemented througiddeiary committees in a ward during a financiehy

in the first Grama Sabha meeting of the subsediireantcial year. Details of the names of the persufns
beneficiary committee, the purpose of project ambunt spent, achievement of physical and financial
target, etc. may be placed in the Grama/Ward Sédrhacrutiny and making assessment/observations.
The observations of Grama/Ward Sabha may be red@ae appropriate action shall be initiated by the
Panchayat Committee/Municipal Council/Council of M€ it. The quality of the work executed through

the contractor should also be scrutinized in tlmeesmanner.

Action Taken

Recommendation has been accepted.

90. In order to prevent the unhealthy practicdufiching of plan expenditure, the Commission has
recommended execution and completion of projectsoofengineering nature preferably in the first two
guarters of the financial year.

Action Taken

In the existing planning process and frame work afithorization of funds, it is not a practical
proposition. The recommendation has been rejected.
91. The Commission has recommended that all tieantgposts of engineers, overseers and other

field staff in Grama, Block and District Panchayatsinicipalities and Municipal Corporations shoblel
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filled immediately. There should be a mechanisnfiltahe vacancies as and when they arise. Every
Grama Panchayat should have at least a full tingstst Engineer. The unhealthy practice of frequen

transfer of engineers should be stopped. An engsteauld be given a tenure of at least three ywaas

LG
Action Taken
Recommendation has been accepted.
92. The Commission has recommended to createiaatlpost to support the engineering wing in all

GPs based on a work study. The expenditure needehi$ shall be met from their own fund and Gehera

Purpose Fund.

Action Taken

The man power support to the Local Governmentsasdd on the overall duties, functions and
other responsibilities to be discharged by the sameCompartmental considerations will lead to
unhealthy practice. Moreover, the deployment oistiag man power is well within the jurisdiction of

Local Governments. The recommendation is rejected.

93. The Commission has recommended that all LG Isé exempted from all Treasury restrictions.

Action Taken

Norms for authorization and release of funds is aldy in existence. Local Governments are
permitted to draw their funds against the fully volied contingent bills prepared on completion of the

projects. Government have decided not to takeHartaction in the matter.

Changesin Law, Rulesand Procedures

94. The Commission has recommended that LGs bhaliiven more financial powers to undertake

health and literacy programmes.
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Action Taken

Local Governments are competent to undertake angj@ct within the budgetary resources and
subject to the Grama sabha decision. No separateniaistrative/ financial clearance from any
authority is required for undertaking such project&Sovernment have decided not to take further antio

in this matter.

95. The Commission has recommended that the prgsmwtice of obtaining permission from
Government to purchase land by LGs for the constniof their office buildings/providing facilitieBr
discharging civic functions shall be done away witistead, a District Level Monitoring Committeethwi
President of District Panchayat as Chairman, th&ridi Collector as the Convenor and five elected
representatives of LGs, DDP, ADC (General) and &sajiJoint Director of Urban Affairs as members to
clear the proposal to purchase land shall be datesti The decision of the Committee shall be ligdi
on LGs. The District Collector shall be the solehauty to fix the value of the land. If there isya

difference of opinion the LGs can appeal beforeStege Government.

Action Taken

As per the existing rules Government permissiomig necessary for purchase of lands subject

to the compliance of certain provisions. The ekigt arrangements will continue.

96. The Commission has recommended that the LGoakernments shall be given the power to
demolish an old building of the transferred indiita with a view to constructing a new building e
same purpose for which the old building constructe decision in this regard can be taken by the
Council based on the report of the LSGD Engineewimtg and with the concurrence of the Head of the
Department of the transferred institution. Execaitingineer in the case of Grama and Block Panchayat
and Municipalities and Superintending Engineethim ¢ase of District Panchayats and Chief Engineer i

the case of Municipal Corporations will be the awity to give report.
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Action Taken

Government have decided that existing arrangemenits continue.
97. The Commission has recommended that the miated in a LG or transferred institutions shall
be permitted to work there for at least three yed@sfore transferring them, the views of the
Mayor/Chairperson/President of the LG ought to bioed. A copy of the order transferring and pugti
an official shall compulsorily be marked to theatésl head of the LG concerned.

Action Taken

Government employees are being deployed to workinthe transferred areas, though their
cadre control is with the Government. On public erest the Government have to effect transfer and
posting of the employees under the cadre contrgliauthority of them. Therefore the consent of the
Chairpersons of the Local Government will stand the way of implementing Government decisions.
However the copy of the transfer and posting of #m@ployees working in the Local Governments to be

made available to the Chairpersons of the Local @avnents.

98. The Commission has recommended that depadnw@nPanchayats, Rural Development and
Urban Affairs at the Government level shall be gnéged to form the Ministry of Local Governments.
The Secretary and other staff in Government Sagaetshall be a part of the Ministry. Similarly,eth
Directorates of Panchayats and Urban Affairs, tbm@issionerate of Rural Development and the LSGD
Engineering wing shall be integrated into one Depent, viz, Local Government Department with a
Senior IAS Officer as head. This department wiNddour wings, viz, Panchayat, Rural Development,
Urban Affairs and Engineering. The Panchayat, Ravelopment and Urban Affairs shall have a
separate Additional Director each and the Engingewing a Chief Engineer. The proposed Director
shall have a role in the affairs of LGs for whidte tkerala Panchayat Raj Act, 1994 and the Kerala

Municipality Act, 1994 may be suitably amended.
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Action Taken

It is being implemented.

99. The Commission has recommended that extensiNdic awareness programmes shall be
conducted to improve participation in Grama/Warét#aand Ward Committee meetings. Judicious and
fair selection of beneficiaries, provision of etige and mandatory civic services, due considematib
proposals put forward by the participants shalb &l® ensured to improve participation. The entire
proceedings of the Sabha/ Committee shall be wdeorded. All participants should be covered in the
recording. The CD/ DVD of the recording shall b@ki the office like any other records and the sam
shall be subject to verification/ inspection/audifuture. The LG shall give an incentive which dama
project costing not less than Rs.1 lakh to one @reévard Sabha and Ward Committee which has the
maximum percentage of participation in a finangihr. The LG shall keep a complaint/suggestion book
in the Grama/Ward Sabha and Ward Committee megdingcord the opinion of the participants as to the

functioning of the meeting and their opinion shedlgiven due weightage in future.

Action Taken

Recommendation has been accepted.
100. The Commission has recommended that the goovin section 253 and section 67 which were
in existence in the original the Kerala Panchayaijt &t, 1994 and the Kerala Municipality Act, 1994
respectively shall be re-introduced so as to mhkestected representatives also liable for the loaste

or misappropriation of money or property of the a€&urred due to their action.

Action Taken

Recommendation has been accepted.

101. The Commission has recommended that the Adedee which an LG can pay in a year in

connection with litigation in a Court of Law can t@vised as follows:
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Litigation up to District- Level Court - Rs.5000 Rs.10000
Litigation in High Court - Rs.10000 to Rs.20000
Litigation in Supreme Court - Rs.50000
The present practice will continue in the caspayfment of any amount beyond this ceiling.
Action Taken

Recommendation has been accepted.

102. The Commission has recommended that the k(b sh given power to cut trees which are found
to be dangerous to the vehicles or pedestrianangasisrough without the permission of the Social

Forestry Wing provided that the LG shall plant tsaplings of the same tree in the same or nearlog pla

Action Taken

It is the policy of Government to protect the treasthe maximum possible extent. The rules
and regulations applicable to the State Governmestiould equally be applicable to the Local

Governments also. The recommendation has been tepkc

103. The Commission has recommended that the b@$ lse permitted to revise their budget only
twice in a financial year. Section 214 (5) of terala Panchayat Raj Act, 1994 and section 293{5)

the Kerala Municipality Act, 1994 shall be amen@edordingly.

Action Taken

Recommendation has been accepted.
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