GOVERNMENT OF TAMIL NADU

FINANCE BDEPARTMENT

EXPLANATORY MEMORANDUM ON THE ACTION
TAKEN ON THE RECOM +IENDATIONS MADE BY THE
STATE FINANCE COMMISSION IN ITS REPORT
SUBMITTED TO THE GOVERNOR
ON NOVEMBER 29, 1996,

The report of the State Finance Commission constituted vide
GQ’\‘/emJnent gazette notification No0.219, dated: 25t April 1994 together
with the Explanatory Memorandum on the action taken on the
Tecommendations of the State FmameCommlssmn is being laid on the tabie
- of the House in bursuance of Article 243 1(4) and Article 243 Y(2) of the
Col_nvstituii;on_of Indla ,The"‘,ddegj&sio,ns'*sof the Govermn;:m' on the

' ations of thi Sta{tﬁcFinafa‘iceJCommisiSiOn” aremdlcated in the

Hiscal Devolution from the Sta te G vernment to the Jocal bodies

5.5.20);

- Government has accepte ‘ifh(ifre‘c’(‘)nnnendations and has decided
thatrevenue from g} Statéteixes exclucing entertainment tax would be pooled
and 8% of it would be ‘Shared with the local bodies from 1997.9 8.

Creation of Equz{fisaf%on and Inceniive Fund: ZS.S.ZI)

Government has accepted the reconumendation.

Bistribution of Funds between ruraj a‘nd‘ urban local hodies: (5.6.12)

State Finance Commission had recommended the distmbution
of funds between rural and urban loca bodies in the ratic of 60 240
Government hag decided to allocate the funds to the rural and urban loca!
bodies in the ratio of 55: 45

Release of funds from the State Govemmenf to the focal bodies:
(5.6.21)

" The amount to be devolved to the local bodies will be released
n 4 equal qQuarterly instalments.



Entertainment Tax (2‘.2.1»00, 2;3.29(?)’ 2.4.22, 2.5.26,2.5.27 and +.0.29)

The State Government has accepted the recommendations of
State Finance Commission to transfer 90% of the Enfertainment Tax collection
to the local bodies. State Government has also decided that Entertainment
Tax will continue to be passed on to the local bodies as an item o1 ; evenue
expenditure though the State Finance Commission had recommended that it
should be transferred as deduct refund entry. Government has accepted
sharing principle as recommended in2.527.1 and 2.5.27 2.

#

Distribution of funds between different tiers of rural and wrban |
bodies: (5.6.18) o

| - Government has accepted the recommendations of Stat
Commission. ESE N s

In‘terse}'d‘ist’ryibu’tiorklb qfifuﬁdsgyithinPanchavat Union and Viliage
Panchayats: 5.6.14, 5.6.15, 5.6.16: fo o

.. The Government has acceptedthe rl‘epe‘émm?ndation of State
~ Finance Comission re garding weightage given to various criteriz for
 distribution of funds. For the first year due to administrative reasons it has
been decided to implement th se recomp: 'idat{ong ith slisht medificanon

_In the case of Panchayat ions, the weightage for financial viabilin

Panchayat Unions based on average per capita land revenus will be trars ferred
to weightage on total popuiation and weightage on SC/ST population,

Similarly-in the case of “le]age“:Paknchayats the criteria of per capita house
tax collection and weightage of core civic services infrastructure maintenznce
deficiency will be transferred 10 weightage on total population and weightage
on SC/ST population. | BETEL TEREE

Interse distribution amongst various tiersyofurbany,loca} bodies: (5.6.19)

, The recommendations of State Finance Commission have been
accepted by the Government. For the first year, due to administrative reasens,
the weightage to financial indicators and services indicators would be
transferred to the total population and the total SC/ST population of the Urhan
Local bodies. ' ‘

Chapter 7 - Principle for distribution of allocation made by the Tenth
Finance Commission: | '

Government has decided that the formula for distribution of
capital grants to the local bodies based on Tenth Central Finance
Commission’s recommendations would be decided by the State Government
every vear.




Various grants on revenue account:2.2. 207, 2.3.36, 2.6. 56. 2.6.57,
2.4.34,2.4.32, 2.4.34, 2.5.46, 2.5.50, 2.5.53 and 2.5.54

Government has accepted the recommendations of State Finance
Commission and the maintenance grants for maternity centres, dlspensanes
and irrigation would be continued. Ac cepting the recommendations of State
Finance Commission, the grants for maintenance of street lights, water supply,
dustless surfacmg and local road grants would be subsumed in the overall
devolution, n view of the substantial addmmal devolution of funds to the
local bOdICS noD. A reunbursemen grant would be released to the local
- bodies. '

Pension Contribﬁﬁon: (2.8.31): :

The Government has (leeaded that the present system of
maintenance of - pensmn funds y employees will be continued
-and if local bodies default m makmg nsiOn contrlbutlon on behalf of
their employees or there ' is fund hen the shortfal l will be adjusted

agamst ﬁmds to be re]eased to the loca! bodles by the Goverment

-Provid';ent Fund: (2_832)

The present system of maintenance of Provident Fund accounts
of ocal body employees will be continued and in case the local bodies fail to
~ credit the subscription | amoum into the Provident Fund Account, the amount
- will  be adjusted with mte{est out of the releases to be made by the
- Government.

Mines and Minerals {2.5.33)

~Accepting the recommendations of State Finance Commission.
the State Government has decided that the revenue from miner minerals wilt
be credited directly into the local body account and the revenue received ,
from the black granite will also be shared with the 1 local bodies. Rovalty
from major minerals will not be shared with the local bodies.




N s et

T S A

The recommendations on the foilowing bave aise beon
accepted 1in pnn01ple by the Government:

~ PropertyTax (2.2.40,2.3.19,2.4.13)
~ Profession Tax (2.2.53,2.3.21,2.4.16)
2 Toll Compensation (2. ). 109)
~ Advertisement Tax (2.2.114)
= User Charges (2.2. 147 & 20, 153)
< Specific Service Charges from Private Markets, -
Additional Churges for Water Supply (2.2.196)
7 Licence fees & Otiier Charges (2.2.161)
* Improvement & Income from Properties (2.2.169)
- Development Charges under Town Planning ¥2.2.1 79)
‘Land Use with respect to Urban Local Bodies (2.2.184)
, - Parking Fees (2.2.1 ‘98) o
io. Penalties & Fines (2.2.208, 2.3.40) -
I TLOC&I Cess Surcharge (2.5. 16. 1,2.5. 16 5)
Local Cess (2.5.25.1, 2.5.25.2, 2.525. 3)
'?House Tax (2.6.16.1,2.6.16. 9)

o ;\CCOH’HHCHUGUUH fi 1ig WeIe noi accep{ed by the
Goverdiid et phent e e R .
oM f‘}nc}e Tr .,
- Tax on Tlma& xé
Cable T.V.(22.1
Surcharge on Bu
Calcuiation of L
(2.5.16.2)
- Reductxon inLC and LCS based on remission and

“waiver in Land Revenue (2.5.16.3,2.5.16.4).

House Tax (2.6. l(v 2,2.6.16.3, 2. 6 16.4. ,.6 16.35,
2.6.166,2.6.5 6/ 2.6.16.8)

Tax on Agm,ultul al Land for speuhc purposes {2.6.23)

Water Tax (2.6.27.2,2.6.27.3)

Fairs and Festivals (2 6.48.1,2.6.48.2)

Decisions about Municipal Corporaticns would alse be
applicable to Town Panchayats and Municipalites in respect of relevan
recommendations. o

Fickets on Floating Population {2.2.134)
5 ‘mqed ou‘ aver age Laﬂé.Rever}ue

Other recommendations of the State Finance Commission are
being examined separately by the Government

Apri] 28, 1997 , ‘ M. EKarunanidhi,
Chennai-600 00¢ : Chief Miaister.

Lo




DU

GOV ERN

FINANCE

EAD LA ATORY  HEMORANDUM ON PHE ACT
i REC OMIENDAT TONS = BY THE STAT 2
1M TS REPGRT SUBMITTEL 10

‘R 29, 1996.

Wi
Mis

ON WOV EM

y

rhe ASsemply OD D L,

by
L
-2

e v e o g e TR W 3 e S e £ s Sy T e o S ST

PR ,.x-...x...g.mm-Mumm-“:n.._..:,m..mp.._.“.mwr“,,V..-;M.“v_...,..».._«..-
= (3

page
N

P B

pleade raaG g4

.

+

ILine

i e ama e v o e o A 93 o R o S pa e Bt P D00 P

2 28 to 3

Chennad-







