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'THE I'UNJAB MUNICIPAL FUND ACT, 2006. 

(PUNJAB ACT NO. 27 OF 2006) 

[Received the assent of the Governor of Punjab on the 10th October, 
2006, and was first published for general rnformahon In the Punlab Goi~ernment 
Gazette (Extraordiriu~), I .e@slatlve Supplement, dated the 16th October, 2006.1 

AN 

ro arrlyn to tlzc Munrcrpalrtret nti atnount of tar, Ievrerl and collectetl under the 
Punjab Value Added T ~ L V  AL'~, 200.5, and to provrde for the constrhitlon of the 
Punjab Munrczpul Fund wzth a I ' IPW to conzpensnte the M~tizrctpa[irre~ for the 
loss of revenue, sr@eredcfue to the ~.holrtrotz of octror In the State ofpunjab and 
for the mafrrrr ronnecjed therelt 1tl7 or ~ncr&ntal thereto 

BE ~t enacted by the Legislature of the State of Punjab In the Fifty- 
seventh Year of the Republic of Indla as follows .- 

1. (I) Thls Act may be called the h n j a b  Murilclpal Fund Act, 2006. Short title and 
commencement 

(2) It shall be deemed to have come into force on and with effect from 
the firsi day of September, 2006 

2. In thls Act, unless the context otherwise requires,- Det~nitlons 

/a) "Dlrector" means the Dlrector, 1,ocal Government. Punjab ; 

(b) "Fund" nteans the Punjab Munlclpal Fund, constituted under 
secbon 3 of thls Act , 

(c) "Munic~pal~ty " means an mstltution of self-government constltutcd 
under article 243Q of the Consbtutlon of Incha , 

if) "prcscnbed" means prescribed by rules made under t h ~ s  Act , 

(e) "State C;ovenunentV means the Government of the State ofpunjab 
m the Deparlmcnt of I,ocal Governnlent : and 

(fl "tax" mcans B tax levled and collected under the Punjab Value 
Added lax Act, 2005 (Punjab Act No. 8 of 2005) 

3. (1) There <hall be constituted d Fund. to be called the Punjab Const~tutlon of 
the I iind 

Municipal Fund. wh~ch shall vest 111 the State Govem~enr.  

'For Statement of Oblccts and Reasons, w t  Pli~ijob Gove>nr~le~it (razette /E\fraordrncrrv) 
dated the 8th September 2006, page 1739 



(2) Ten per cent of the arnount of tax collected, shall be credlted dtrect 
to the Fund : 

Provided that the mount, so credlted to the Fund. shall not be less than 
Rs. 550 crores (Rupees five hundred fifty crores only) per annum ar proportson thereof : 

Provtded further that in the e\ent of the amount credited to the Funci 4 
undcr sub-secbon (2) falling short of Ks 550 clores (Rupees five hundred fifty 
crores only) or a proportion thereof, tile State Government shall make it up by 
giving the amount so fallmg short as grant-tn-atd 

object and 4. (1) The Fund shall be utlllscd to conlpcnsate the Mun~cipalitses for 
adrn in~s t ra t~on  
of the F u11d 

the loss of revenue, suffered by them due to the abolition of octroi, levled and 
collected under the Punjab Munlctpal Act, 1911 and Ihe Punjab Munrc~pal 
Corporatton Act, 1976 

(17) The Fund shall be admlnistered by the Dlrector under the 
supcrintendence and control of the State Goi~emment 

Coiiritlon and 5. (1) len per cent of the amount of tax referred to ~n sub-aection (2) 
deposit ot tar; of section 3, shall be collected by the Department of Excise and T~xiit~on tn the 

nlanner, prescribed by that department lor coll~ctton of the tau 

(2) The proceeds of the tax collected under sub-section ( I ) ,  shall be 
caused to be deposited by the Department of Evctse arid Taxat~on d~rect to the 
Fund in such iiianner and t%tthin such pcrtod, as may be prescrtbcd 

I)istr~hutror~ ot 6. The amount oftax cred~ted to the Fund, shall be cl~strtbuted amongst 
amount ol ta*. the M u n ~ c ~ p ~ l ~ t l e s  In proportton to their ratlos of a n n ~ ~ a l  collectlon of octrol fro111 

the goods, on which octroi was being levled before coming Into force of the 
Punjab Munlclpal Fund Act. 2006, to the total collectlon of octrol made from 
such goods durlng the financial year of 2005-06 m the State of Punjab 

M o ~ n t e n ~ n ~ c  7. The D~rector shall ~na~ntnm accounts ot the amount crcd~ted to ttie 
ot aiiouiit,  Fund and the expend~ture made out of the Fund, and shall quarterly nconclle 

such dmount and expenditure w ~ t h  the Dlstrlct rieasury Off~cer. Punjah. 
Chandtgarh and submit quarterly report 111 t h ~ s  regard to the State Crovernment 

8. '1 he arnount of Eund shall be aud~tcd by the Cotrlptrollerand 4ud1tor- 
General of Ind~a m accordance iwth the provisions ofthe Colnptrollrr and Aud~tor- 
Cieneral's tDutles, Powers and C'ondltlons of Servlce) Act, 1971 (('entral Act 56 

of 1971) 



9. The annual report in respect of the receipts into the Fund and SitSwission of 

distribution made out of the Fund to the Municipalities, shall be prepared by the annual report 

SIate Government and be submitted to the State Legislature. 

10. The Government In the Department of Fmance, ~mmed~ately after Grant 

the commencement of the Punjab Munlcrpal Fund Act, 2006, shall gve an amount 
of rupees one hundred crores as a one tlme grant to the Department of Local 
Government, wh~ch shall be depos~ted In the Fund to meet the expenditure, to be 
~ncurred by the Mun~c~palit~es durlng the mrerregnum perlod i e. the per~od 
commenc~ng from the date of abol~tton of octro~ to the date of actual receipts IU 

the Fund 

11. (I) The State Government may, by notification in the Officd Gazette, power to make 
I U ~ F  

make rules for c w n g  out the purposes of this Act. 

(2) In part~cular and w~thout prejudice to the generahty of the forego~ng 
power, such rules may prov~de for all or any of the following matters, namely - 

(1) the manner for transferring and depositing the proceeds of 
tax under sub-section (2) of section 5 of the Act ; and 

(11) the penod withn whrch, tax 1s to be deposited under sub- 
section (.?) of secticm 5 of the Act. 

(3) Every rule made under this Act, shall be laid, as soon as may be, 
after it is made, before the House of the State Legislature while it is in session for 
a total period of ten days, which may be comprised in one session or in two or 
more successive sessions and if, before the expiry ofthe session in which it is so 
laid or the successivc sessions as aforesaid, the House agrccs in making any 
modification in the rule or the House agrees that the rule should not be made, the 
lule shall thereafter have effect only in such modified form or be of no effect, as 
the case may be, so however that any such moditication or annulment shall be 
without prejudice to the validity of anything previously done or omitted to be 
done under that rule. 

12. No su~t, prosecut~on or other legal proceedings shall Ire agalnst the Protectfon of 
acilons taken In 

State Government or any officer or employee of the State Governn~ent or any go,,d talth 

other person or  authority, author~sed by the State Government for anything, 
whlch 1s done or ~ntended to be done in good fa~th under thls Act or the niles 
tnade thereunder 



Powel to rernove 13. (i) If my dlffrculry anses In glvmg effect to any of ths pro\ lslons 
d~!iici~iI,es of t k s  Act, the State Go~~emment may, by an order publ~shed m tile Official 

Gazette, make such provrslon, not ~nconststent wlth the ~~OVISIC) I IS  of this Act, as 3 
may appear to ~t to be necessary for remnvlng the difficulty 

(2) Every order made under thls sectlon, shall be la~d,  as soon as may 
he, after rt rs made before the Punlab State Legrslature. 

Repeal and 14. (1) The Punjab Municipal Fund Ord~nance,  2006 (Punjab 
sartng Ord~nance No. 6 of 1006), 1s hereby repealed 

(2) Notwlthstandrng such repeal, anythrng done or any actlon taken 
under the Ordmance referred to 1n sub-sectlon ( I ) ,  shall be deemed to have b e 3  
done or taken under the corresponding protisions of t h ~ s  Act 




