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The Ministry of Urban Development is the apex authority of Government of
India at the national level to formulate policies, sponsor and support
programmes, coordinate the activities of various Central Ministries, State
Gowernments and other nodal authorities and monitor the programmes
concerning all the issues of urban development in the country.
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PREFACE

Urban transport is a vital component of urban infrastructure and a lifeline for cities. A well-planned and
deweloped transportation system is integral to economic and social activity and is a key factor in urban
economic growth. In Indian cities, there are overlaps and gaps in the roles of urban transport agencies. The
multiplicity of responsibilities creates uncertainty and confusion relating to the tasks each agency is
mandated to perform, inefficiencies within agencies and wastage of resources. Closely linked to the need
of integrated transport planning is the huge requirement of investments in urban transport, and the efficient
utilization of the limited funds available.

The NUTP, 2006 recommends creation of a Unified Metropolitan Transport Authority (UMTA) in all cities of
popul ation ten | akhs or mor e, commonl y r-adnatedrplchingg o as
and implementation of urban transport programmes and manage integrated urban transport systems. The

NUTP also advocates setting up of a dedicated Urban Transport Fund (UTF) along with UMTASs.

MoUD appointed the consultant Deloitte Touche Tohmatsu India Limited Liability Partnership (erstwhile
Deloitte Touche Tohmatsu India Private Limited) to assist cities in establishing or strengthening UMTAs and
setting up UTFs by dewvelopment of generic operations documents and other support material. In this context,
this document has been prepared as guidance for procedures that cities could adopt for setting up UTFs,
along with UMTAS.
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EXECUTIVE SUMMARY

Urban transport is an important component of urban infrastructure. In India, urban mobility is gaining
immense importance and emphasis is being given to the movement of people and goods, rather than the
movement of vehicles. The institutional framework that governs the urban transport system at the city level
plays a pivotal role in the success of the system. Closely associated with institutional strengthening is the
availability of funds for the huge investment requirements of the urban transport sector, and efficient
utilization of available funds.

NUTP 2006 recommends creation of a Unified Metropolitan Transport Authority (UMTA/ the Authority) in

al | cities of population of ten |l akhs or more, -common
ordinated planning and implementation of urban transport programmes and manage integrated urban

transport systems. It also supports setting up of dedicated funds in the form of UTFs along with UMTAS. In

this context, this operations document has been dewveloped as guidance to cities for setting up of UTFs.

The document elaborates the need for UTF in the Indian context, and benefits expected from it. The huge
requirement of investment in the urban transport sector has been elaborated, while suggesting innovative
funding sources.

The document elaborates processes to be followed for setting up UTF, including the establishment of a
Fund Management Division for management of UTF. It provides guidelines on staffing of the Fund
Management Division and the delegation of power across various lewels of staff, so as to ensure efficient
fund management. It also provides guidelines on budgeting and accounting procedures to be followed by
UMTA, and the mechanism for fund collection and disbursement. An important aspect of efficient fund
management is monitoring of fund utilization, guidelines on which have also been provided.

The document also suggests innovative funding sources that can be tapped in addition to conventional
transport funding sources. A detailed mechanism for collection of such funds is also provided. International
examples of transport funding have been used to showcase learnings and their applicability in the Indian
context.

The document intends to act as a detailed guidance for cities to successfully establish and operationalize
UTF. It is to be read along with UMTA operations document, for a comprehensive understanding of its
application and for achieving the maximum utility from it.
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1. INTRODUCTION

This chapter provides a general introduction of this operations document which cowers various guidelines
on sources, utilisation and management of the Urban Transport Fund (UTF). The chapter offers an
introduction to UTF in terms of its ewolution, rationale for its creation and also highlights the application and
layout of this operations document. It sets the context for the need for instituting city-level UTFs within
UMTASs in Indian cities, highlights the objectives of UTF and then discusses the management of UTF.

1.1 THEURBANIRANSPORFUND

The following section highlights the rationale and requirement for instituting UTF at the city-level. Some key
considerations while designing UTF have been suggested, followed by defining the core objectives of UTF.

1.1.1 Requirement forinstituting acity-level UTF

Efficient urban transport serves as a lifeline to any dynamic and growing urban area. It is important that
growth and dewvelopment of urban transport happen commensurately with growth in population, area and
economic activities. Howewer, dewelopment of an urban transport system requires large amount of
investments. The 12t Five Year Plan envisages an investment of over INR 3 lakh crore (USD 50 trillion) in
urban transport, broadly divided into the following components: street network i new areas, street network
i upgrades, public transport, parking, institutions and capacity building, non-motorized transport and
intermediate para-transit system projects, innovation, research and dewvelopment and pilot projects.
Mobilizing such huge funds is a formidable challenge, which many Indian States/cities have to grapple with.
Four main streams of funds have been identified viz. collection from public authorities, from direct
beneficiaries, from indirect beneficiaries and other sources. Such indicative sources are described in the
following paragraphs, and are shown in Exhibit 1.

A Public authorities i The Central and State Governments are the main contributors for funding of urban
transport through budgetary allocations. These resources are mostly for infrastructure development
and often for operation of the system also. The funding of operations is either by way of subsidies or in
the form of direct operation of systems through city specific agencies.

A Direct beneficiaries i Direct beneficiaries include commuters who use the transport senices,
businesses gaining benefit from the assets created, and adwertisers who may be able to generate
revenue by utilising the space on rolling stock, stations, bus stops etc.

A Indirect beneficiaries i Indirect beneficiaries refer to those people or entities which benefit from the
presence of a transport system and the accessibility it provides. Such indirect beneficiaries are all other
users who experience less congestion and pollution on the roads due to an efficient public transport
system, such as property owners in the influence zone.

A Other sources i These mainly include borrowings and contributions from the private sector.

There are limitations to the aforementioned sources as highlighted below:

A Only some cities have been able to explore indirect sources of funding such as green tax and
betterment lewy

A Direct sources provide for limited funds since public transport is subsidised heavily

A Funds from public authorities, i.e. budgetary allocations from Central and State Governments are
wlatile due to competing demands on the general exchequer; hence, this source of funding may not
be sufficient and sustainable to address the funding requirements.

It is evident that most State Governments and local bodies do not have the requisite financial strength to
fund capital intensive projects relating to urban transport.
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Exhibit 1: Potential sourcesfor UTF

WHO SHOULD PAY
‘V

POTENTIAL SOURCES OF FUNDING POTENTIAL SOURCES OF FUNDING

W W

Additional vehicle
registration charges

Central Government
Allocations
Funds from State Finance PusLIC DIReCT Cess on transport fuel
Department AUTHORITIES BENEFICIARIES

Funds from Urban Local
Bodies

Additional charges on
registration of more than one
car

o o

Advertising charges BENEFICIARIES

Tax on employers

—

The funding requirements of the urban transport sector put substantial financial burden on the governments
and the need for innovative and alternative methods of financing need not be over emphasised. There is a
need to have a fund which:

A Provides dedicated and exclusive funds for urban transport system of a city, which ensures a minimum
annual allowance for the sector that is not subject to change
A Provides sustainable source of funds for urban transport activities.

This has also been highlighted in the National Urban Transport Policy (NUTP) 2006 which emphasizes that
in order to address urban transport problems, huge capital investments are required and for this purpose,
a dedicated fund should be set up, having revenues specifically for development of urban transport.

The main rationale behind a fund dedicated for urban transport is to ensure transparency and accountability
for monies collected or allocated for urban transport. A stable flow of funds allows consistent planning and
efficient execution of urban transport development, maintenance and operations. NUTP has also suggested
potential revenue sources for such UTFs, which include a supplement to petrol and diesel taxes, a
betterment lew on land owners, and tax on employers etc. A guidance note on resource mobilization and
utilization has been provided in Annexure | of this operations document.

Surat: First Indian city to set up UTF

Surat is the first city in India to have set up a dedicated urban transport fund. Lack of public transport
system in the city had led to a phenomenal increase in the usage of personal vehicles. To stem and
reverse this trend, the city government finalized a CMP, an important component of which is urban

transport. To meet the humungous budgetary needs and the objective of NUTP, the Surat Municipal
Corporation set up a dedicated urban transport
a dedicated UTF was notified in 2008. The fund has been created through budgetary allocations and
its revenue components include wehicle tax, parking charges, and license fee for adwertisement
rights.

In this document, a case is made for instituting city-specific UTFs, which shall make funds available for
dewelopment of urban transport in the city in which they are created. The following points illustrate the
necessity of setting up a dedicated financing mechanism in the form of UTF at the city level. The compelling
reasons for creation of a dedicated UTF are also depicted in Exhibit 2.
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a) Requirement of a dedicated fund where revenues intended for urban transport are deposited

There is a need to hawe a dedicated pool where all earmarked funds intended for use in development of
urban transport at the city level are deposited. The rationale for having such a fund is to provide
transparency for all monies allocated for purposes pertaining to urban transport. A dedicated fund,
established by law, to receive revenues exclusively marked for urban transport will help ensure that these
revenues are used for the intended purpose.

b) Raising funds from the market and institutions

Majority of the urban transport projects such as dewelopment of public bus systems, BRTS, urban rail
projects, etc. are not only capital intensive but also require funding for operations, routine maintenance and
asset management. Generally, funding for such projects is arranged through commercial borrowings and
loans from international lending agencies such as the World Bank, Asian Dewelopment Bank, Department
for International Dewelopment, Japan International Cooperation Agency etc. A fund with an assured
revenue stream dedicated to the development of urban transport would facilitate the process of raising
resources from the market and financing
institutions. The revenue stream of UTF
could be potentially utilized for debt

Exhibit2: Need for instituting a dedicated UTF

senicing. A dedicated UTF would also e o
irect beneficiaries
enable raising funds from the open market
by floating bonds. Budgetary m Revir;ieefﬁr;:riiggirect

A UTF may also act as a rewhing fund E
that provides soft loans to implementing

agencies for dewvelopment of urban e
transport infrastructure. Such N Dudgstary 3
infrastructure may pertain to either new :
senices within the city or expansion of 5
existing ones. :

allocation
c¢) Requirement of a revolving fund $ l , L

Different sources of funding

d) Requirement of a fund to provide contribute to UTF
targeted subsidies for public
transport

Fare structures can significantly influence the demand for urban transport senices. By reducing fares, a
public transport mode can be made more favourable as compared to private transport. However, setting
lower fares for public transport necessitates provision of subsidies to senice providers (or commuters) and
a dedicated stream of revenue is required to enable this. A part of UTF can be proposed for subsidizing
selected urban transport operations.

e) Providing financial strength to UMTA

The purpose of UMTA is to act as an umbrella body that promotes integrated urban transport planning and
implementation in urban areas, through policies interventions and targeted programmes. A dedicated UTF
within UMTA would enable the Authority to allocate funds to various agencies in the urban mobility area. It
will also provide UMTA with the financial strength to undertake activities in order to achieve its objectives,
including day-to-day operations.

f) Fund mobilization in urban mobility area for financing urban transport needs

Revenue generation at the metropolitan level has emerged as a mechanism to finance urban transport in
cities across the world. Historically in India, resources have been mobilized at the Central and State level.
The mowe towards city level revenue generation reflects dewolution of urban transport financing as well as
decision-making. As conventional sources of transport revenue fall insufficient in the face of rising demand
for transport investment in urban areas, interest in new and innovative sources of transport funding has
increased. This makes a case for deweloping city-level funding mechanism like UTFs, for augmenting urban
transport revenues and allocating them in the most efficient manner.
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1.1.2 Objectives of UTF

This section introduces the objectives of UTF that would be setup in accordance with the UMTA Act. The
main objectives of UTF are to:

a) Provide urban transport funding by tapping innovative sources

Generally, public transport fares do not cover the complete cost of providing the necessary public transport
infrastructure, equipment, operations and maintenance and this leads to lower quality of senice. An
important objective of a dedicated UTF is to provide additional funds for urban transport activities so that
senice level does not suffer. Other sources of revenue such as green tax, additional cess on transport
wvehicles, cess on transport fuel, tax on employers etc. can be used to fund urban transport.

b) Provide dedicated and sustainable funding for urban transport

Presently, the urban transport sector lacks a dedicated and sustainable source of funds. The financial
resource allocation forms a part of the owverall government budget and is subject to change, with changing
political agenda. In an effort to meet social and political obligations, funding needs for urban transport sector
may get a lower priority. The main argument in favour of setting up a UTF isthat itshall sene as a dedicated,
predictable, continuous and sustainable source of funds for meeting urban transport needs. The creation
of a dedicated UTF is an important reform proposed in NUTP.

c) Efficient management of available funds

In view of the magnitude of the required funds for urban transport, efficient planning and management of
the available funds becomes important. This necessitates creation of a professional body responsible for
owverseeing the collection, utilisation and management of the funds, within the structure of UMTA. It is
therefore proposed to have a dedicated Fund Management Division (FMD) within UMTA.

d) Ensure transparency and accountability in fund management

Transparency in collection, management and disbursement of funds is important to achieve accountability
for monies collected or allocated for urban transport. Accountability can be achieved by having clear and
well-documented policies on allocation of UTF monies. Allocation of funds should be done on a priority
basis, taking into account cost effectiveness and justification of various proposals for utilization of funds. In
this context, it is imperative to formulate policies and procedures for allocations from UTF. These will be
administered and implemented by the FMD. Also, well-documented policies for managing UTF monies and
making these available to the staff of UMTA will bring transparency in the Authority.

e) Leverage UTF revenue for raising funds from the market

A predictable revenue stream for UTF can be leveraged to raise funding from the market by way of various
types of borrowing such as issuance of bonds, market borrowings, loan assistance from International
Financial Institutions (IFls) and also private investment.

1.2 ReEFERENCE UMTAOPERATIONS DOCUMENT

This document should be read together with the UMTA operations document as there are a number of
common provisions which shall be applicable to UTF as well, especially those relating to pre-
operationalization of UMTA. Further, for the following aspects related to UTF, users should refer to the
UMTA operations document at sections mentioned in Exhibit 3.
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Exhibit3: Reference to UMTA operations documents

Pre-operationalization Refer fPart |: Pre-Operationalization Activities for setting up of
activities for setting up of UMT Aaf UMTA operations document. This includes following
UTF chapters:

Chapter 2: Identification of Nodal Agency and establishment of
Task Force

Chapter 3: Finalization of UMTA functions and structure

Chapter 4: Process for enactment of bill

Operationalization of UTF Refer i P allr- Operationalization of UMTA.0
Specifically refer to following:

Chapter 5: Operationalization of UMTA, including the following:

5.2 Engagement of consultant for handholding Support
5.3 Mobilization of UMTA Board

5.4 Appointment of CEO

5.5 Dewelopment of Operationalization Chart

5.6 Appointment of Secretariat

5.7 Delegation of Power

Chapter 7: Administrative and Recruitment Procedures

7.2 Administrative and office management procedures
7.3 Recruitment procedures and senice conditions
7.4 Procurement procedures

1.3 PURPOSEBNDAPPLICATIORF THEOPERATIONS DOCUMENT

The setting up UTFs along with UMTASs in all million plus cities is needed to ensure dedicated funding for
urban transport in urban areas. However, there is ambiguity regarding the form and structure of UTF and
the sources and utilizations of funds among the City and State Governments, which is hindering the
establishment process. In this context, the purpose of development of this document is to actas a handbook
for cities interested in setting up of UMTA and UTF. This document provides operational guidelines and
procedures for setting up, operationalizing and management of UTF and includes, inter alia, the following:

Guidelines for collection of funds from different identified sources
Guidelines for utilisation of funds from UTF

Guidelines for prioritisation of utilisation

Setting up of Fund Management Division (FMD)

Functions and structure of FMD

Responsibilities of FMD staff

Fund flow mechanism

Monitoring of fund utilisations

Miscellaneous guidelines

vy > D> > D D D>

Although some common challenges exist in urban transport dewvelopment and operations in Indian cities,
each city is unique and has context-specific challenges. As such, one operations document may not apply
to all urban areas.

With this background, this document has been developed as a generic operations document which may be
customized by cities intending to set up a UTF based on their requirements. Operational guidelines and
procedures this document provides will help in complying with the provisions of the UMTA Act, the rules

made thereunder and the applicable laws of the State Government. The document is meant for use by

urban transport stakeholders and policy makers who have a good wunderstanding
transport system.
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1.4 LAYOUT OF THEPERATIONS DOCUMENT

This operations document is structured as follows:

A

A

Chapter 1 provides an introduction to this document. It describes the need and objectives of instituting
a city-level UTF, along with the purpose, layout and application of the document.

Chapter 2 proposes guidelines for setting up the FMD within UMTA for managing UTF, including its
functions, organisational arrangements and delegation of powers.

Chapter 3 discusses guidelines for collection and disbursement of funds, which are integral to the
smooth management of UTF. It also proposes the fund flow mechanism.

Chapter 4 outlines guidelines for undertaking treasury functions comprising the processes, systems,
internal controls and practices relating to the way the FMD manages its revenues, expenses, assets,
liabilities and contingencies.

Chapter 5 discusses general accounting policies and principles that would need to be followed for
efficient management of UTF.

Chapter 6 covers guidelines for monitoring of projects and activities funded by UTF.
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2. ROLES AND RESPONSIBILITIES OF FMD

It is envisaged that the function of management of UTF shall be carried out by a separate division of the
secretariat, called the Fund Management Division (FMD), under the owerall guidance of the UMTA Board.
This chapter focuses on the powers and responsibilities that shall be conferred on the FMD by the UMTA
Board. It discusses processes and procedures inwlved in setting up of the FMD, which include deciding
the structure and functions of the FMD, assigning roles and responsibilities of FMD staff and delegation of
powers.

2.1 FUNDMANAGEMENTDIVISION WITHINMTA

In order to perform the multiplicity of functions assigned to UMTA, its organisational setup is proposed to
be divided into six function-based divisions, as depicted in Exhibit 4. Each of the divisions shall hawe its
own roles and responsibilities in discharging the functions assigned to it. The divisions shall be expected
to work in coordination with one another, in order to ensure smooth and harmonious functioning of UMTA.
The roles and responsibilities of each of the six divisions have been detailed in Chapter 5 of the UMTA
operations document.

Exhibit4: FMD within UMTA

IGOVERNING BOARD

Transport Planning
Division

Public Transport Management
Division

Traffic Management Division

Q Collection & disbursement of fund
q Treasury functions
|| q Monitoring utilization of fund
q Accounting & budgeting
8 Related support functions

Fund Management Division

Corporate Service Division

Policy & Technical Support
Division

The FMD is envisaged to manage all financial matters pertaining to UMTA, including collection and
disbursement of funds. The FMD shall also be responsible for monitoring expenditures of implementing
agencies which have been granted funds from UTF. The subsequent sections highlight the key functions
and organisational structure of the FMD.

2.2 FUNCTIONS OF THENDMANAGEMENTDIVISION

The FMD is envisaged to administer and manage UTF in accordance with its objectives. Management of
UTF encompasses sub-functions of administering collection, allocation and disbursement processes,
accounting for receipts and disbursements and all aspects related thereto. Broadly, the FMD shall be
responsible for carrying out the following functions:

a) Collection and disbursement of funds: For collection of funds from the specified sources, UMTA
shall follow requisite processes for ensuring that funds as stipulated in the Act are collected and the
funds collected correspond to the stipulated amounts. The stipulations here refer to the amounts from
sources as specified in the UMTA Act. Funds collected shall be disbursed for the intended purposes
only. Stipulations for disbursement refer to the budgeted expenses of UMTA as defined in the
Transport Investment Programme (Refer section 6.5 of generic UMTA manual for Transport
Investment Programme).
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b) Treasury management: The treasury management function of the FMD primarily encompasses
management of UTF. In an ideal scenario, resources that are mobilized by UTF are expected to pass
through its accounts and be immediately disbursed to implementing agencies, post approval of the
UMTA Board. However, experience suggests that for various reasons, funds may accumulate and a
fund management plan will need to be drawn up to ensure that such surpluses are invested prudently.
Temporary deficits are also expected, principally at the beginning of each financial year and possibly
at the quarter points, when disbursements to implementing agencies may be required as against a
steady inflow of collections. The fund management plan shall forecast such surpluses and deficits
and make arrangements for providing short term fund support to UTF.

c) Accounting and budgeting: This function includes recording of general accounting and budgetary
policies and procedures that UMTA may follow. The objective is to ensure that accounting and internal
control procedures adopted by the Secretariat and records and accounts maintained for UTF are
precise and adequate.

d) Monitoring of expenditure: This function includes owverseeing fund utilisation by implementing
agencies that have been given funds from UTF. This shall inter alia involve soliciting fund utilisation
statements, financial statements of implementing agencies, details of other funds raised / borrowed
etc. This is to ensure that funds comply in terms of utilization and priority with the purpose for which
they were originally allocated in the Transport Investment Programme (refer to Chapter 6 of UMTA
operations document). The implementing agencies which will undergo monitoring by the FMD may
be prioritized by the UMTA Board on the basis of the specific mechanism that the Board deems fit.

List of overall functions of FMD:

The functions that the FMD shall be expected to perform are summarized as follows:

A Collection of funds (Collecting all funds envisaged under UTF)

A Di sbursement of f un dmseed$ and disbuesenient niogmplenemtiigd agencies

A Resource mobilization and fund management including preparation of Fund Flow Statements
showing inflow and outflow on monthly basis; working out net surplus/deficit and
investing/borrowing as per the investment/borrowing policy of the UMTA Board

A Raising funds by borrowing or raising money necessary for the discharge of its functions

A Maintenance of all financial records and accounts of UMTA

A Preparation of annual reports and financial statements of UMTA

A Providing inputs in preparation of annual UMTA budget

A Monitoring of fund utilisation by implementing agencies on selective basis

A Submission of annual financial reports

A Assistance in preparation of Transport Investment Programme

A Maintenance of accounts for the purpose of implementation of selected urban transport projects

A Managing all tax-related matters including planning and other aspects

A Preparation of a fund management plan to expedite the treasury management function

2.3 ORGANISTIONALSTRUCTURE (GEINDMANAGEMENTDIVISION

The FMD shall be headed by a Director - Finance who shall be appointed by the UMTA Board to perform
such functions as the Board may direct or delegate. The Chief Executive Officer (CEO) of the Board, to
whom the Director - Finance will report, shall provide owerall guidance on performing functions to be
performed by the FMD.

The Secretariat under Director - Finance shall be responsible for all day-to-day activities for management
of UTF in accordance with the decisions of the UMTA Board. The Secretariat would be required to ensure
that all existing and additional resources committed for UTF have actually been collected and deposited
into the designated bank account. It shall further be responsible for maintaining accounts, and keeping
records of all transactions through the proposed UTF and prepare necessary financial reports as required
by the UMTA Board. ltshallal so be t he Secretariat s mdmentsgadeiffam t o e
UTF to the implementing agencies comply with the Transport Investment Programme. The Secretariat shall
also render advice and assistance to the UMTA Board related to financial matters so that it may discharge
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its functions properly. It shall have the overall responsibility for implementation of the decisions of the UMTA
Board pertaining to UTF and exercising all powers and discharging all duties delegated to it by the UMTA
Board.

Considering the functions of FMD, it is envisaged that the Director - Finance shall be supported by three
General Managers and each General Manager shall be assisted by Managers and support staff. The staff
shall have skills in accounting, finance, budget, audits etc. It is proposed that the UMTA Board shall
determine the terms and conditions for employment of the Secretariat under Director - Finance. The
indicative organisational structure of FMD is provided in Exhibit 5. It may be noted that this proposed
organisational structure considers the situation where FMD performs all its functions in-house. Howewer, in
case the FMD decides to outsource certain functions to external consultants, its staff strength shall reduce
substantially. In that case, it is suggested that the positions of at least the Director - Finance, and the
General Managers be retained, to oversee the functions being carried out by external consultants.
Exhibit5: OrganisationalStructure of FMD

FUND MANAGEMENT DIVISION

Manager - Accounting

. Manager - Collection
Governing Board

UMTA
Manager -
Disbursement

Director - Finance

CEO Manager — Budgeting

Manager — Financial
Monitoring

S e e e e CCE CC s S ittt

Support Staff

The roles and responsibilities of the staff of FMD are provided below. Detailed specifications of the staff
have been provided in Annexure II.

2.3.1 Director¢ Finance

The FMD shall be headed by a Director - Finance who shall report to the CEO of UMTA. The Director -
Finance shall be responsible for managing all aspects of UTF.

The Director - Finance shall be part of the senior management of the Authority in charge of all the activities
of FMD. He/she shall be appointed by the Board in accordance with procedures set out in Chapter 7 of the
UMTA operations document. The Director - Finance shall provide strategic support to the CEO and the
Board on all matters related to sources of funds for UTF, collection of funds from such different sources
and the allocation of funds for different purposes. Besides this, he/she shall also be responsible for
owerseeing budget management, reporting and forecasting functions.

Additionally, the Director - Finance shall analyse the Aut hori t ydéds financi al positio
improvement. The Director - Finance shall be similar to a treasurer or controller in that he or she shall be

responsible for overseeing accounting and finance functions and for ensuring thatthe Aut hori t ydéds fi n
reports are accurate and are prepared on time.

Besides this, the Director - Finance shall provide assistance to UMTA Board in the following:

A Appointment of General Managers, Managers and support staff within the FMD
A Review of performance of General Managers and Mangers within the FMD
A Contributing to the discussions and decisions of the Authority
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A Implementing decisions of the Board and the CEO
A Fulfilling overall responsibilities of the FMD
A Ensuring financial stability and sustainability of the Authority.

2.3.2 General Managers
The Director T Finance shall be assisted by the following:

A General Manager i Accounts and Finance
A General Manager i Budgeting
A General Manager i Financial Monitoring

These General Managers shall be responsible for carrying out all activities and fulfilling all responsibilities
related to their portfolio, as described below:

A General Manger - Accounts and Finance shall be responsible for all accounting and financing
activities.

A General Manager - Budgeting shall be responsible for all activities related to budgeting, such as
providing inputs to UMTA Board in preparing forecasted and actual budgets, and preparation of
Transport Investment Programme.

A General Manager - Financial Monitoring shall be responsible for all aspects related to monitoring
of fund utilization.

These General Managers shall coordinate with one another and with other officials in UMTA in fulfilling their
responsibilities and assisting other officials in doing so.

Besides these, General Managers shall provide assistance in:

A Carrying out all activities as assigned by the Director - Finance in fulfilment of responsibilities and
functions of FMD, including appointment of managers and support staff of FMD

A Assisting the Director - Finance in implementing decisions of the Board and the CEO

A Supenising activities of the respective managers and monitoring progress

A Ensuring compliance with applicable laws and financial practices.

2.3.3 Managers

General Managers shall be supported by Manager(s) who assist(s) the respective General Managers in
carrying out specific functions and fulfilling associated responsibilities.

General Manager i Accounts and Finance shall be assisted by:

A Manger - Accounting
A Manager - Collection
A Manger - Disbursement

General Manager i Budgeting shall be assisted by:
A Manger - Budgeting
General Manager i Financial Monitoring shall be assisted by:
A Manger - Financial Monitoring
Managers shall provide assistance to their respective General Managers in the following:

A Carrying out all activities as assigned by the respective General Managers for fulfilment of
responsibilities and functions of FMD

Supenvising activities of junior executive staff of FMD and monitoring progress

Assisting in recruitment of junior executive staff within the FMD

Coordinating with other officials within and outside UMTA for fulfilment of their responsibilities

> v >
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2.3.4 Support Staff

There shall also be full time junior executive staff appointed at different lewvels to assist the FMD in carrying
out its activities. The purpose of junior executive staff is to render assistance to the FMD so that it may
discharge its functions properly and carry out day to day activities of the FMD as directed by Managers,
General Managers or the Director - Finance.

The Board along with the CEO and Director - Finance shall decide and finalise the number of employees
including General Managers, Managers and junior executive staff with necessary qualification for staffing
the FMD. The Board along with the CEO and Director - Finance shall determine the terms and conditions
for employment of the FMD personnel?.

The actual organisational structure of FMD will depend on various factors such as the size of the urban
area for which UMTA is responsible, the functions that UMTA decides to perform in-house and those it
chooses to outsource, and other local factors. Hence, it is important to note that this is a generic structure,
and may be suitably modified as per diverse local factors.

2.4 DELEGATION O®WERS

The delegation of power shall be exercised in conjunction with delegation of power provided under the
UMTA Act. The generic legislation provides that the UMTA Board may, by order, delegate any of its powers
or duties under the Act or any rule made under the Act to the CEO, to one or more than one of the officers
employed in its Secretariat or to any sub-committee of the Board (refer to Section 5.7 of Chapter 5 of the
UMTA operations document for Delegation of Power).

2.4.1 Limits of Financial Authority

In order to ensure the authorization of revenue and expenditure for resource mobilization is correct, there
is a need to detail the limits of financial authority that each employee within the FMD can exercise.

The limits of financial authority of the FMD staff, including the Director - Finance, shall be delegated by a
resolution of the UMTA Board and conveyed to the Director - Finance in writing, signed by the CEO.

2.4.2 Payment Authorisation

The UMTA Board may specifically designate bank signatories and approve any change, thereby clearly
defining the payment each signatory is authorized to allow. Signing of cheques and/or bank transfers shall
be authorized by two persons, first at General Manager level and second as designated by Director -
Finance.

With the above background on the functions and organisational structure of the FMD, and delegation of
powers, the next chapter discusses procedures for collection and disbursement of funds of UTF.

1 Refer to the UMTA operations document on employment terms and conditions.
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3. GUIDELINES FOR COLLECTION AND DISBURSEMENT

This chapter provides guidelines for operationalization of fund collection and disbursement functions of
FMD. The UMTA Act, after coming into effect, shall specify different avenues for resource mobilization for
the city-level UTF. For collection of funds from the specified sources, UMTA shall follow requisite processes
for ensuring that all funds as stipulated in the Act are collected and the funds collected correspond to the
stipulated amounts.

User charges/taxes suggested to be collected at the State level in Annexure | of this operations document
shall be collected by the respective government departments and the proceeds shall be paid into the State
consolidated fund and a portion shall then be transferred to UTF. Allocation of funds through the Central
government schemes may directly go to UTF or be channelized through urban local bodies or the State
Gowvernment. For example, under the AMRUT scheme of the Gol, funds are proposed to be allocated from
the states to ULBs.

Borrowings made by UMTA can directly be deposited into the UTF account. The receipts from the
suggested sources of funds for UTF shall be regularly transferred to the UTF account on a monthly basis
or more frequently.

Exhibit 6 describes broadly the sources for UTF, segregated as Central-level, State-lewvel, local-level and
other allocations. The following sections list guidelines for carrying out collection and disbursement
processes and ensuring that all stipulated amounts from these sources are collected as well the disbursed
as planned.

Exhibit6: Collection of funds from Central, State and Local Governments

Borrowings from IFis by
leveraging revenue stream

Additional Parking Other
Charges Allocations
Additional Advertising

Charges

Allocation _
from Central Funding from centrally

Government sponsored schemes

Allocation from
Cess on registration fee Local
on property transfer Government
along influence zone .
Al tion from

State
Tax on Employers Government

Cess on Petrol & Diesel

URBAN TRANSPORTFUND

Additional Vehicle Registration
Charges

Additional Registration charges on
registration of more than one motor
car with an existing motor car
owner

Levy on Conversion of Land Use
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Portion of funds from any state
level fund

3.1 MECHANISMFORCOLLECTION (HEINDS

The FMD shall coordinate with all three lewvels of government (municipal, State and Central) for the funds
that are to be deposited into UTF from each of these sources. A majority of funds that are collected by
various State-level departments are recorded in State Government accounts under different heads and
sub-heads. These accounts fall under the consolidated fund of the State that is managed by the State
Finance Department through its treasury.
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Preparation of a note for seeking funds and sending to the concerned departments/agencies requires the
following:

1. UMTA shall communicate with the Finance Department/Municipal Corporation/ State Level Nodal
Authority/any other agency and send a request cowering the requirement of funds as stipulated under
the UMTA Act. This note shall be prepared by FMD through the Manager - Collection.

2. The Finance Department/Municipal Corporation shall review the request and carry out internal process
of approval. The department may request UMTA for further information in which case UMTA, through
the FMD, shall provide such additional information and make necessary modifications in the request
note.

3. The Finance Department/Municipal Corporation shall then transfer the funds from different heads/sub-
heads to the UTF account, as stipulated under the UMTA Act.

3.1.1 Collection of funds from the State Finance Department

In order to collect funds from the State consolidated fund i.e. Finance Department, UMTA shall prepare and
send a note to the Finance Department. This note shall cover details of the sources of funds to be received
from the State consolidated fund as per the UMTA Act. After review of the note by the Finance Department,
the funds shall be transferred to UTF subject to compliance of its internal processes for allocation of funds.
During this period, the Manager i Collection shall continuously coordinate with the Finance Department to
ensure that all funds in stipulated amounts have been received. The accounting process for collection of
funds is depicted in Exhibit 7.

Exhibit7: Accounting for collection of funds

ACCOUNTING FOR COLLECTION OF FUND

é

Vi d
- Major Heads (Vehicle registration . .
charges etc.) - Major Heads (parking charges etc.)
- Minor Heads (Betterment levy etc.) —‘ T l;ﬁl‘:d;nor Heads (advertising charges
L - Accounting head — Source 1
. URBAN TRANSPORT
- Accounting head — Source 2 FUND ACCOUNT
- Accounting head — Source 3

The Finance Department may transfer the amounts in different tranches as in its policies. Manager-
Collection, shall maintain record of the amounts to be received and amounts actually received from the
consolidated fund of the State.

3.1.2 Collection of funds from the Local Governmentdfban Local Bodies (ULBS)

A request note seeking UTF allocations shall be sent to ULBs in the urban mobility area, indicating the
sources of funds dedicated for UTF. The funds shall be transferred after such agencies have reviewed the
note and carried out their internal processes for allocation of funds. During this period, the Manager -
Collection shall coordinate with the concerned local level agencies to ensure that all funds in stipulated
amounts have been received. Manager - Collection shall maintain record of the amounts to be received
and amounts actually received.
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3.1.3 Collection of funds fron the Central Governmenallocations

Dewelopment of urban transport has been given priority by most of the Central Government ministries and
there are a number of schemes that allocate funds for development of urban transport. A part of these funds
could be transferred to UTF.

The funds that are allocated for development of urban transport could be transferred to UTFs. This would
also provide an incentive for the States and cities to set up a UTF. These funds are provided to the State
Government from where they are envisaged to flow to UTFs. The funds could be allocated to cities based
on the projects for which the funds have been approved.

While some of the Central Government budgetary allocations for UTF can be routed through State
consolidated fund, other allocations from centrally sponsored schemes may directly be transferred to UTF
if they are intended to be used for urban transport at the city level. The requisite letter for availing UTF
funding shall be submitted to the Finance Department of the State, through which Central Government
allocations for urban transport would be received.

3.1.4 Collection of funds directly frontFls/ other lending agencies

UMTA may also, after obtaining approval from the State Government and in accordance with the provisions
of the UMTA Act and rules made under the Act, borrow money by issue of bonds or long-term borrowing
either from domestic or international financial institutions as it may deem appropriate. Such borrowings may
be used for discharging its functions.

The State Government shall provide a guarantee in such manner as it deems fit, provided such borrowings
have been made with prior approval of the State Government. The State Government shall also prescribe
the means of repayment of the principal and interest on such borrowings.

The IFIs usually provide funding to/through the governments. Therefore, for availing funding from the IFls,
support from either the Central or the State Governments would be required. The process for allocation of
funds may vary depending on the agreement of the financial institution/lending agency with Central or State
Governments.

3.1.5 Collection ofcheques/ electronic fund transfes anddirect deposits

The UMTA Board shall define procedures and protocols for receiving funds and making payments in the
form of cheques/ electronic transfers/ direct deposits/ transfers, and the FMD shall ensure compliance with
the same. The following are suggestive procedures that may be followed in case funds are received in the
form of cheques by UTF:

1. Whenewer a cheque is received by UTF, it shall be checked by the FMD to verify that it is properly
addressed to UTF and that the amount is correct. The cheque shall be stamped on the reverse with
the date of receipt and details of each cheque shall be entered in a register that records the date and
amount of cheque, drawer/payee/client/agent, cheque number and particulars of payment.

2. For every such payment a serially numbered receipt shall be issued bearing the same particulars as
the register.

3. Any cheque that is not crossed and endorsed to the account of the payee shall be so crossed
immediately upon receipt.

4. Cheques shall be banked promptly and the banking details shall be entered into the cheque register.

5. Payment details shall be entered into the accounts of UTF ensuring that each payment is allocated to
the correct revenue account and time period month in accordance with the remittance advice.

6. For each payment, there shall be a remittance advice that States the name of the collection agent or
other debtor, the account reference and the period to which the payment relates.

7. If no remittance advice is received, the Secretariat shall request the collection agent or other debtor to
provide a remittance advice failing which, if the account details are known, the Secretariat shall
generate aremittance advice and send it to the collection agent or other debtor by a means that records
receipt.

8. Any payment received that cannot be allocated against an account shall be recorded in an unallocated
cash account until a remittance advice is received or generated.
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9. At the end of each month, the Manager - Collection shall review the unallocated cash account and
ensure that all appropriate measures have been taken to allocate payments to accounts.

Where funds are deposited directly to the bank accounts of UTF, the following procedure shall be followed:

1. The Manager - Collection shall order statements at the end of every month in respect for each bank
account of UTF and these statements shall be inspected to identify funds deposited directly to the
accounts;

2. Where direct deposits cannot be identified the Secretariat shall demand copies of related deposit slips
from the bank;

3. The Manager - Collection shall then request a remittance advice from the depositing party;

4. If no such remittance advice is received within a reasonable period of time, and if the account details
are known, the Manager - Collection assisted by Manager - Accounting shall generate a remittance
advice and send it to the depositing party by a means that records receipt;

Any deposit that cannot be allocated against an account shall be recorded in the unallocated cash account
and treated as defined in collection of cheques.

3.2 CUIDELINES FARSBURSEMENTS BBNDS

The funds shall be disbursed by the FMD from UTF f or meet i ng UMTAGO ss. Thgse shallt i ng ¢
be disbursed to the implementing agencies for the projects approved under CMP. The funds shall be

disbursed only for goods and senices forming part of the approved annual budget and Transport

Investment Programme, according to policies and procedures established by the UMTA Board. In case the

request for funds is made for a project not originally allotted in UMTA6 s annual budget , spec
the UMTA Board may be required. Such a project will need to comply with CMP, and be a part of the

i mpl ement i ndYyPagencyds

The strategic decisions regarding the extent of these expenses shall be approved by the UMTA Board on
a regular basis, as per the recommendations of Director - Finance.
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These disbursements shall be made on request from different divisions of UMTA such as human resources
and payroll, administration team, planning division etc. and upon receipt of approval from respective
divisional heads and/or other officers having respective financial delegation powers.

Preparation of CMP is an activity which shall be the responsibility of the planning division of UMTA.
Requirement of funding for carrying out the exercise of preparation of CMP, including any expenses
involved for appointment of consultants, shall be communicated by this division.

3.2.2 Disbursement tamplementingagencies

The implementing agencies shall send a request to UMTA for availing financial assistance. An indicative
format of the letter for availing such assistance is given in Annexure lll. The UMTA Board shall review and
approve the request, subject to compliance with requirements, and issue an approval letter as per the
format specified in Annexure IV. It shall then issue a direction to UTF for disbursement of the approved
funds. The amount shall then be transferred from the UTF account to the concerned implementing agency.
The process for disbursement of funds to implementing agencies is depicted in Exhibit 8.

Manager - Disbursement shall be responsible for overseeing the disbursement process. He/ she shall be
responsible for owerseeing that fund disbursements are made upon achievement of defined
milestones/deliverables and that there are no slippages vis-a-Vvis expected timelines. He/she shall oversee
these expenses and in coordination with the Manager - Accounting and ensure that the respective accounts
have been credited/debited in relation to expenses.

Page | 24



Operations Document for Urban Transport Fund

Exhibit8: Process for disbursement of funds to implementing agencies
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3.3 FUNDH.OWMECHANISM

UMTA is envisaged to have a dedicated bank account in a public sector bank, or a commercial bank. This
dedicated account shall serve as the UTF and will be managed by the FMD of UMTA.

The details of the bank branch and bank account shall be provided to the State Finance Department
(Treasury Section), ULBs and any other agencies with which UMTA is envisaged to hawe any financial
transactions.

All funds allocated to UTF shall be deposited in this bank account and all expenses and disbursements of
UMTA shall be made from this account. The financial transactions shall be carried out by the designated
staff of UMTA as per the delegation of powers.

The FMD shall also keep a record of the bank name, branch details, bank accounts numbers and other
relevant details (such as Indian Financial System Codes etc.) of all implementing agencies, contractors,
consultants and senice providers etc. to be able to conduct any financial transaction when required.

All payments to implementing agencies, contractors, consultants and other works or senice providers shall
be by Bank transfer/cheques/demand drafts or other means as approved by the UMTA Board.

The Manager - Accounting shall be responsible for managing this account and shall coordinate with
Manager-Collection and Manager - Disbursement to ensure proper account management.

The Manager - Accounting shall be responsible for maintaining inter alia the following documents:

certified payment certificates from implementing agencies
delegation of payment authority from the UMTA Board
records of electronic transfers

bank transfer advices

creditorsodé eperconciliation r
bank reconciliation statement

3.3.1 Procedure for fund flow to and from UTF

For efficient collection and utilization of UTF, it is essential that the procedure for flow of funds is well-
defined. Where any financial assistance is being sought from UTF by a Beneficiary (Implementing Agency)
for undertaking any urban transport project, the following procedure would need to be adhered to:

v >y D> D>

a. The Beneficiary seeking financial assistance shall submit a Project Proposal to UMTA for availing
financial assistance, clearly highlighting the purpose, aim and objective, milestones for completion if any,
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for the project. This project should have been included in the list of projects in the MYP. The format for
the letter for availing financial assistance from UTF is set out in Annexure Il

b. UMTA shall review, appraise and scrutinize the proposal submitted by the beneficiary.

c. UMTA shall within the lapse of [ ] days from the date of receipt of the proposal, either approve the proposal
or seek clarification/ modifications from the Beneficiary.

d. The Beneficiary within [] days of receipt of clarification/modifications sought by UMTA shall provide the
necessary clarifications/ modify and resubmit the proposal for approval of UMTA.

e. Upon receipt of the revised proposal, UMTA shall review, appraise and scrutinize the same and may
decide to approve the proposal.

f. In any case, UMTA shall communicate in writing its decision on the approval/rejection of the proposal to
the beneficiary.

g. Upon approval of the proposal, UMTA shall issue to the beneficiary an Approval Letter as per the format
set out in Annexure V.

h. Within [ ] days from the date of receipt of the Approval Letter, the beneficiary and UMTA shall enter into
a Memorandum of Understanding (MoU) for availing financial assistance from UTF. An indicative format
of the MoU is set out as Annexure V.

This procedure is also shown in Exhibit 9.

Exhibit9: Proposal Approval before grant of financial assistance

Beneficiary UMTA reviews Beneficiary UMTA reviews the
submits Project the Proposal, provides revise Proposal
Proposal to either approves clarifications and communicates

UMTA issues
Approval letter,

and UMTA and
Beneficiary enter
into MoU

UMTA, seeking or seeks soughtby UMTA its decision on
financial clarification from and resubmits approval/ rejection
assistance Beneficiar the Proposal to Beneficiary

With reference to the sources of funds highlighted in Annexure |, the fund flow mechanism shown in Exhibit
10 could be adopted for collection and disbursement of funds.
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Exhibit10: Fund flow mechanism to and from UTF
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