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ULBs in Rajasthan achieved a major milestone in

Jaipur

2 August 2017

migrating from single entry accounting to double
entry accounting, producing audited financial
statements through empanelled Chartered
Accountants and took the first step towards

financial sustainability to enable them to provide a

good quality of life to citizens
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1. Introduction

Urban local governments in India are among the weakest in the world both in terms of capacity to
raise resources and financial autonomy. The limited revenue base and substantial dependence on
central and state governments grants severely constrains the ability of Urban Local Bodies (ULBs) to
invest adequately and thereby improve quality of life in the city. Janaagraha Centre for Citizenship
& Democracy (Janaagraha) has partnered with Govt of Rajasthan to undertake Accounting and Audit
reforms in 188 ULBs. Phase — I of the engagement commenced in May 2015 with the signing of an
MOU between DLB, Govt of Rajasthan and Janaagraha for constitution of Municipal Finance Reforms

Cell for producing audited annual accounts for all ULBs. Phase — II of the engagement would involve

development of a Municipal Finance Blueprint for the state.

PHASE I

Constitution of
Municipal Finance
Reforms cell

PHASE I1

Municipal
Finance Blueprint

Publishing a
Municipal Finance
Blueprin, including
a Model Medium
Term Fiscal Plan
for one ULB with
an actionable
implementation
roadmap
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* Return on Assets

Empanelment of’
external chartered
accountants

Financial Revenue Balance Sheet
Reporting Enhancement Management

Performance MIS
framework with
metrics for Financial
& Operational
Performance to
evaluate ULBs

Reviewing
provisions of the
applicable acts &
rules in financial
accounting
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Producing audited
annual accounts for
all ULBs

Ascertaining
collection
efficiencies across
ULBs in state and
benchmarking the
same

Understanding end
to end workflows in
place, with respect
to property tax and
other major revenue

| streams
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Ensuring clearance
of backlog in annual
accounts and audits

Ascertaining ROA*
across ULBs and
benchmark the same

Recommendation
for optimizing
ROA* through
improved cash and
working capital
management;

land & property

management

-
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2. Background

Why Municipal Finance Reforms?

Financial self-sufficiency of ULBs and accountability for financial and operational performance are
two attributes of robust and well governed ULBs. Both these aspects of financial self-sufficiency &
performance accountability heavily reiy on accurate and credible financial information. For availing
14th FC Performance and AMRUT grants, and to be able to eventually access capital markets, ULBs
need to produce audited annual accounts in a standardized and time bound manner. ULBs in India
have been laggards on this front and have run up significant backlogs in producing audited annual

accounts.

Fix Municipa] Balance Sheets to Fund Urban Infrastructure

India’s urban infrascructure is estimated to require Rs.40 trillion of investments in a 20-year period
from 2011 to 2031. Today, municipal revenues at less than Rs.r.2 trillion account for approximately 1%
of the country’s GDP as against 6%+ in Brazil, South Africa, etc. Of this Rs.r.2 trillion, own revenues of
ULBs are estimated at less than a third, with a large chunk of municipal revenues coming from central

and state government grants.

Audited Accounts, Performance Metrics and Management Analysis
are Tools to Build Trust

Annual and Quarterly reports including audited accounts and management analysis of the same are the

principal instruments that build trust and credibility.

Empanelment of Chartered Accountants

Empaneling external chartered accountants to prepare and audit municipai balance sheets7 would

jump-start sound financial governance in ULBs by creating a pan-India municipal fiscal landscape.

]anaagraha’s recent experience of empanelment of chartered accountants in Raj asthan suggests that at a

cost of no more than Rs.100 crore a year all 4,000+ ULBs in India can have their balance sheets audited

by independent chartered accountants. This is a very high recurn on investment from public policy and
Y p y hig P polhicy

infrastructure financing standpoints.
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3. Accounting & Audit Reforms in Urban Local
Bodies of Rajasthan

The accounting at all ULBs got strengthened after introducing

the Double Entry Accounting System. There has been tremendous
improvement in all 188 ULBs of Rajasthan in Accounting and Audit
On 11th May 2015, the Department of Local Self-Government, Government of Rajasthan and reforms in Rajasthan in last 18 months. Strong reporting and accounting is
Janaagraha signed a non- financial MOU to collaborate on Accounting and Audit Reforms for all first step to run the operations in any department or organisation”

ULBs in Rajasthan. Shrichand Kriplani, Urban Development and Housing Minister of Rajasthan

Janaagraha facilitated accounting and audit reforms across all 188 ULBs in Rajasthan through a
AN N N NN

process of empanelment of external Chartered Accountants (CAs).
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3.1. Awards Event for felicitating best performing
ULBs of Rajasthan

A major milestone in the Rajasthan reform roadmap was marked by an Awards event held in Jaipur on
August 22, 2017, for felicitation of best performing ULBs in the area of Accounting and Audit reforms.
It was a first of its kind event not only for the state but also nationwide where ULBs were ranked
and awarded on their financial
performance. The winners were
felicitated by the Honorable Urban
Development and Housing Minister
of  Rajasthan-  Sh.  Shrichand
Kriplani, who was also the Chief

Balance sheet is the mirror of any
organisation and to make any

organisation successful we would

Guest at the event.
need to have budgeting also in place.

Director of local bodies, Additional

Director, Chief Accounts officer

Timely accounting and strong budgeting

controls brings better financial management in the
were among the dignitaries and ULBs”
Mayor/ Chairman, Commissioners/

) Pawan Arora, IAS, Director cum Joint Secretary Department o
Executive officers and Accounts J Y ep f

officers attended the event. Over 500 Local Self-Government
participants from across 120 ULBs

participated at the event.

At the event, Mr Kriplani also

unveiled three publications:

Guidelines on Accounting and Audit Reforms in ULBs: During the course of our work in
collaboration with the Department of Local Self-Government, Government of Rajasthan, we had
published Guidelines on Accounting and Audit reforms in ULBs, which provides a step-by-step guide
for publishing Audited Account statements in ULBs to fulfil the conditions laid down by the 14th FC
to avail performance grants. hetp://janaagraha.org/files/Guidelines-on-Accounting-Audit- Reforms.pdf

Model Annual Report for Balotra Nagar Parishad 2015-16: Annual report for Balotra Nagar Parishad

2015’16 was unveiied,: /? l'l'pf//jtlIh’ldgi'd/?d. Olg/‘/l‘/(ﬁ/[?d/Ol'l'd/lhlgtl7'/[3&I'IIS/TLH'/LUIH th’l/ll’[](”'l'.pt’{/

Model Annual Report for Udaipur Nagar Nigam 2015-16: Udaipur was chosen for pubiication of a
Model Annual Report given that it was one of the four Smart Cities in the state. heip://janaagraha.org/

files/udaipur-report-vis.pdf

6 Janaagraha Centre For Citizenship & Democracy

27 winning ULBs/municipalities were evaluated on the following parameters -

. Jaisalmer

Jaisalmer

Balotra

Barmer

Jalore

Jalore

. Rawatsar
Sri Ganganagar
Hanumangarh
. Sujangarh
Churu
. Khetri
Bikaner
Jhunjhunu
. Vidya Vihar
. Bayana
Alwar
. Mertacity . Bharatpur
- Virat Nagar
1098 Bharatpur
Nagaur Jaipur Dausa . Roopwas
. Dausa
Jodhpur Dholpur
Jodhpur Hindon
Karauli
h00 A ok @
Ajmer k Sawai
Ton Madhopur
. Jaitaran
Pali
Bhilwara .
Bundi
Anta
Kota .
Sirohi
. Rajsamand .Chittorgarh Kota Baran
Sirohi Chittorgarh .
Itawa
Jhalawar
Udaipur
. Udaipur
I’rat;lpgﬂrh _]halawar

Dungarpur . Kushalgarh

Banswara

® Category 1 : Early Completion of Audit of Annual Accounts

® Category 2 : Growth in Own Revenue

® Category 3: Own Revenue to Total Revenue

: Current Ratio

e
W

* Category 1: Runner Up I - Bharatpur Nagar Nigam

Runner Up II - Jodhpur Nagar Nigam



Glimpses of Awards Event on 22 August 2017, Jaipur
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Local Self Government Department
Government of Rajasthan

AWARDS FOR EXCELLENCE

IN ACCOUNTING AND AUDIT REFORMS IN URBAN LOCAL BODIES OF RAJASTHAN
22 August, 2017 .
Organized by State Institute of Agriculture I::nagemanl. Durgapura, Jaipur [ e

'

UDH Minister unvellmg the ))
Guidelines on Accounting and
Audit Reforms at the event in
Jaipur on 22 August 2017

Mr Pawar, CAO, DLB, Govt of
Rajasthan is receiving the awards for

Mr S Kriplani, Mr P Arora,
N Mr M Meena, Mr Pawar,
Mr S Viswanathan

i
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( UDH Minister unveiled the two Model Annual
Reports - Balotra Nagar Parishad 2015-16 &

Udaipur Annual Report 2015-16, in Jaipur on 22
August 2017

N Contribution in implementation of

Accounting & Audit reforms

Udaipur Mayor Sh Chandra Singh Korthari

receiving the award in category - 1 as winner

Although Accounting and Audit of accounts doesn’t fall under the As per my experience, this is for the first time in whole nation or at least

purview of elected representatives, but I would like to highlight that it has in the state, that ULBs are been awarded and gathered here for Workshop

connection with every job in the ULB from cleaning to administration. for session to strengthen the accounting and audit part. In the past, we

ThCI‘C should be a proper balance in 311 schemes from the GOVt, SO that have liVCd in an era when there USCd to bC no balance sheet and income and

every level of community will be benefited in one or the other ways” expenditure drawn in ULBs, But now, it’s a good start for all ULBs”
Ghanshyam Ojha, Mayor- Jodhpur Municipal Corporation
Chandra Singh Kothari, Mayor-Udaipur Municipal Corporation

8 Janaagraha Centre For Ci[izcnship & Dcmocracy Accounting and Audit Reforms in Urban Local Bodies of Rajasthan 9
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Follow the link to download
Guidelines for Accounting and Audit Reforms in Urban Local Bodies
hetp://janaagraha.org/files/Guidelines-on-Accounting-Audit-Reforms.pdf

Follow the link to download
Balotra Nagar Parishad Annual Report 2015-16
heep://janaagraha.org/files/balotra-nagar-parishat-annualreporc.pdf

Follow the link to download
Udaipur Municipal Corporation Annual Report 2015-16
hetp://janaagraha.org/files/udaipur-report-vis.pdf

3.2 Tender for empanelment —

Government of Rajasthan
Local Self Government Department

of CAs for FY 2017-18 and S5 o e o s oy g

Mo PE(CH)( JLEKHA/DLB/ABDEAS 2017/ Date:- 13.00.2017

We have received very positive response from Govt of Rajasthan in

implementation of Phase I : Accounting and Audit Reforms for all ULBs in

Rajasthan. Through a process of empanelment of Chartered Accountants
(CAs), all 188 ULBs in Rajasthan have appointed CAs, and in less than a

year, more than 400 audited annual accounts have been pI’OdUCCd fOI‘ the ﬁI’St

time in ULBs of Rajasthan. We firmly believe the Phase - 11 reforms could be potentially

transformative for financial self-sufficiency and financial accountability of ULBs™.

Srikanth Viswanathan, CEO, Janaagraha Centre for Citizenship and Democracy, Bengaluru

2018-19 issued

On 12 September 2017 , the DLB, Government of Rajasthan
with the support of Janaagraha Municipal Finance team
floated its tender for second cycle of empanelment of CAs for

completion of accounting and audit for FY 2017-18 and 2018-

19 for all 19r* ULBs of Rajasthan.

Notive Inviting Request for Proposal (RFF)
Division wise single envelop uncondtional online bids are
invited on behalf of Governer of Rajesthan for providing services of
Accounting and Audit of Annual Accounts of all the ULBs of
AjmenBharatpusi Bikaner/ Jaipur’ Kota! Udaipur/ Jodhpur Division
of Rajasthan for the financial Years 2017-18 to 2018-19 from the
Chartered Accountants Firm.

Details may be seen in the Raquest for Proposal (RFP) at the
website of the State Public Procurement Portal
http:/isppp.rajasthan.gov.in, - http:/leproc. rajasthan.gov.in &
http:iflsg.urban. rajasthan. govin (UBN No. AS MENTIONED
BELOW) from dated 13,09.2017 at 14.00 Hours onwards and may
be downloaded from these wabsites.

(DLB1718S50B09988/ DLB17185S0B0S990/ DLB1718S50B09991/
DLET71BSS0B0939% DLB1 718550808384/ DLB1718550609985/
DLB1718S50809996/ DLB1 716550809397/ DLEM T18550B09998/
DLB1718SS0B09998/ DLB1 718550810000/ DLB1718S50610001/
DLB1718550B10002/ DLB1718550810003)
(Pawan Arora)
retary

DIPRIC/0868/2017 ___ Director and Joint Sec

impact of own source of revenue.”

There is underutilisation of assets in all ULBs, especia]ly land and bui]dings.

With effective identification and utilisation of assets, it can have direct

Rajendra Vijayvargiya, Senior Town Planner

* 3 new ULBs added
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About Janaagraha

Janaagraha is a Bengaluru based not- for- profit organization working towards the mission of
transforming Quality of life in India’s cities and towns. We define Quality of life as comprising
Quality of citizenship and Quality of infrastructure and services, and therefore work with citizens on
catalyzing active citizenship and with governments to institute reforms to “City-Systems” (commonly

referred to as urban governance).

Disclaimer: The views/analysis expressed in this report/document do not necessarily reflect the views of Shakti Sustainable Energy Foundation. The Foundation also
does not guarantee the accuracy of any data included in chis publication nor does it accept any responsibility for the consequences of its use.



For any further information, please direct all your queries to — Municipal Finance Team
Anil Nair | +91 98719 16608 | anil.nair@janaagraha.org
Vivek Gera | +91 87086 87115 | Vivek.gera@janaagra.org
Phone: 080-40790400
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JANAAGRAHA CENTRE FOR CITIZENSHIP & DEMOCRACY

Janaagraha Centre for Citizenship & Democracy
4th Floor, UNI Building, Thimmaiah Road, Vasanth Nagar, Bengaluru-560052
Phone: 080-40790400, Fax: 080-41277104

Email: info@janaagraha.org

www.janaagraha.org | Www.balajanaagraha.org \ www.ipaidabribe.com \ www.ichangemycity.com | WWW.janausp.org



