1
3

Mrs Almitra H. Patel  MS MIT, USA,  50 Kothnur, Bangalore 560077

Tel 080-8465365  Fax c/o 080-5483458  E mail almitrapatel@hotmail.com

Convener, INTACH Waste Network &

Member, Supreme Court Committee for Solid Waste Mgt for Class 1 Cities

7.2.2000

BATF for Mr Ramesh  Ramanthan

Dear Mr Ramanathan,

                    ACCOUNTING PRACTICES FOR MUNICIPALITIES

I am delighted that BATF is proposing to reform the BCC’s accounting practices in a thoroughly professional way.

As Petitioner in WP 888/96, I have asked the Court in August 1999 for 12 Directions Sought (of which No 6 is reproduced below).  These have been circulated to all respondents, i.e. Chief Secretaries of all States and U.T.s, for comments/objections.  The Court has not yet taken up any of these 12, but will do so some time soon.  

“DIRECTION 6:   Transparency of Municipal income and expenditure and accountability for State and Central funding shall be ensured by every Municipality’s conformance, in all of their accounting procedures, to the codes specified in the CAG’s “LIST OF MAJOR AND MINOR HEADS OF ACCOUNT OF UNION AND STATES” as is already being done by all Central, State and Zilla Parishad bodies.  All Respondent States and Union Territories shall issue suitable directions for such compliance under Art. 253-Z of The Constitution (74th Amendment) Act 1992, commencing from the year 2000. We expect the CAG (Controller General of Accounts in the Dept of Expenditure of the Ministry of Finance) to assist all Municipalities in this exercise as needed. “

I have kept ready since August, the following supporting documents for my Counsel to submit if needed.  I reproduce my Submission 6 below by way of explanation.

SUBMISSION  6: 

Corruption  is the root  cause  of  poor delivery  of most Municipal services.

Almost all Rpdts have asked for extra financial support  from Centre or State. The Ministry of Urban Development’s April 1992 workshop on “Private Participation in Municipal Service Provision and Infrastructure” stated in its Summary page (xvii) that “At present, Municipal budgets do not draw a distinction between Revenue and Capital accounts [which] should assist the integration between municipal planning of urban infrastructure expansions and their funding from local and state sources [and] the devel-opment of institutional finance for urban infra structure. … Finally, and perhaps most importantly, the widespread adoption of separate Revenue and Capital accounts could greatly enhance the financial discipline of local bodies.”
Petitioner’s personal experience of 63 Municipalities to date shows that “lack of funds” is due not only to mismanagement but also to gross misuse of funds.
Petitioner submits that there is no guarantee that allocation of any additional State or Central funds will be used any better in future, and there is no possibility of monitoring this or tracing misuse, unless there is full compatibility between Central, State and Municipal budgetary and accounting  procedures.    But  there  is  a  workable  solution:

The CAG (Controller General of Accounts in the Dept of Expenditure of the Ministry of Finance) first published in 1935, and last updated in 1987, a Code-book titled  “LIST OF MAJOR AND MINOR HEADS OF ACCOUNT OF UNION AND STATES”.  These numbered codes for very detailed and matching classifications of income and expenditure are uniformly used for all financial reporting by all Central and State Governments and Zilla Parishads.   By using these uniform codes, there is clarity and transparency in allocation and consumption of funds for different functions, such as Solid Waste Management. It is only the Municipalities who do not follow the CAG Code Numbers for financial reporting. 

As an example: Suffix _210 = Medical & Public Health (M+PH). So Major Heads are : 

0210 = M+PH Revenue Receipts (e.g.fees),    2210 = M+PH Revenue Expenditure, 

4210 = M+PH  Capital Expenditure,                 6210 = M+PH Grants and Loans.  
Under each of these, the Sub-Major Head is always the same: 01 = Urban Health Services,

02 = Rural, 03 = Medical Education, Training & Research,    04 = Public Health, etc.
Without uniform account codes, it is not possible to trace whether funds allotted from the Centre via the States to the Municipalities have been utilised as intended, for Solid Waste Management, public health, environment or anything else. 

Instead, Municipalities spend lakhs for private consultants to invent customised  account  codes for each of them.  Following the CAG Codes would save  the  taxpayers  this  wasteful  and  obfuscating  expense.

The immediate feasibility of such an exercise has already been demonstrated by an Ahmedabad NGO called “Patheya”, which has already completed the task of categorising Mumbai’s Municipal income and expenditure according to CAG Code Numbers.  They plan to complete a similar CAG-Coding  exercise  for  Ahmedabad’s  Municipal  Corporation  accounts in the next 2-3 months.  Patheya already has a tremendous reputation for its annual Budget-eve financial  analysis  of  Gujarat  State  budgets. 

Petitioner suggests that a small Working Group convened by the CAG that includes a Patheya member,  can easily complete the first draft of a Municipal Account Code in time for 2000 AD, which can be fine-tuned, based on the subsequent year’s experience of all Municipalities, to a Final Account Code for Municipalities,  to be  incorporated into the  CAG’s  “LIST OF MAJOR AND MINOR HEADS OF ACCOUNT OF UNION AND STATES”.

I hope, Mr Ramanathan, that you will be able to incorporate the CAG codes into your proposed accounting system for BCC, so that funds from Centre and State to BCC can be tracked and accounted for.  If you need the CAG manual, I can give you a xerox copy.  

Patheya’s Bipin Thakkar, who has almost completed the CAG account coding for Mumbai as an in-house exercise (not requested by Mumbai Corpn) can be contacted at disha@ad1.vsnl.net.in or c/o DISHA, 5 Mangaldeep Flats, opp Bajaj/ Cargo House near Gandhi Ashram, Ahmedabad 380027 (tel+fax 079-7556782, Bipin res tel 02714-32905,  DISHA’s founder Madhusudan Mistry on mobile 98240-35447).

As I am travelling a lot this month, please do not reply by email (which is impossibly slow to use on my village exchange) but phone me or my husband Hoshang at 8465365 from Thursday 10th onwards.  

Thanks and regards,

