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I. BACKGROUND

His Majesty, The King stated that “Local government is not the lowest level of

government; it is the nearest and closest level of government for our people”.

Article 22 Section 1 of the Constitution of the Kingdom of Bhutan states that
“Power and authority shall be decentralized and devolved to the elected local
government to facilitate the direct participation of the people in the development

and management of their own social, economic and environmental well-being’”.

Article 22 Section 18(C) of the Constitution of the Kingdom of Bhutan states
that “Local Government shall be entitled to adequate financial resources from

the government in the form of annual grants”.

While the country made significant progress in decentralization process since
its start in the 1980s, there are still opportunities to further deepen the process

and realize the noble vision and aspirations of Their Majesties the Kings.

The implementation of Constituency Development Grant, Gewog
Development Grant, and Dzongkhag Development Grant has provided
adequate experiences to local functionaries in planning their developmental

needs and properly managing their financial resources.
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In view of the above, and in keeping with the international best practices, the
Government decided to reform the practice of allocating budget and introduce
‘Annual Grants for Gewogs’ starting Financial Year 2019-20 during the 10
Session of the Lhengye Zhungtshog held on 22" January 2019.

II. OBJECTIVES
The main objectives are to:

a)  Empower Gewogs and deepen decentralization process;

b)  Enhance citizen-centric local development, growth and service delivery;

c)  Enhance flexibility and discretion in planning and use of Gewog budget;

d)  Promote transparency, accountability, and ownership in the use of the
Grants, and

e)  Ease disbursement and reduce bureaucratic procedures.
III. DEFINITION AND SCOPE
The Annual Grant for Gewogs is a proportion of national revenue allocated

for undertaking planned programs and activities besides maintaining existing

facilities including delivery of services at the Gewog level.
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IV. COMPOSITION OF ANNUAL GRANTS

The Annual Grants shall consist of:

a)

b)

a)

b)

Current Grant: Current grant is an amount of budget allocated to
Gewogs for operation and maintenance of the Gewog administration.
The amount of current grant shall be determined by MoF based on the

actual number of staff, past expenditure trends, and inflation.

Capital Grants: Capital Grant is an amount of budget allocated to
Gewogs for development works. The amount of Capital Grant shall be
based on the Resource Allocation Formula (RAF) determined by the
Gross National Happiness Commission (GNHC).

USAGE OF THE ANNUAL GRANTS

The current grant shall be used for salaries and wages, travels, utilities,

supplies and materials, maintenance of properties, etc.

The capital grants shall be used for construction and improvement
of farms roads, renovation of community centers like schools, BHUs,
maintenance of water supply and irrigation schemes and other priority

activities that are in line with national priority.
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In general, the grants shall be used to achieve one or more of the

following LGKRAs:

a)  Gainful employment created and local economy enhanced;

b)  Food and nutrition security enhanced;

c¢)  Community health enhanced and water security ensured;

d)  Quality of education and skills improved;

e)  Culture and traditions preserved and promoted;

f)  Livability, safety and sustainability of human settlements
improved;

g)  Transparent, effective and efficient public service delivery
enhanced;

h)  Democracy and decentralization strengthened;

i)  Carbon neutral, climate and disaster resilient development
enhanced;

j)  Gender equality promoted, women and girls empowered;

k)  Livelihood of highlanders improved and sustained.

VI. BUDGET, RELEASE AND ACCOUNTING

1. Budgeting

a)  The Annual Grants shall be provided as per the budget cycle and shall

be part of the Budget Appropriation Act.
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b)

<)

d)

e)

£)

g)

The Annual Grants is untied and can be used for any priority programs,

projects or activities after the approval of the Gewog Tshogde (GT).

Annual Grants shall be provided as Current Grant and Capital Grants
in the Multi-Year Rolling Budget System from which, the Gewogs shall
allocate to programs and activities as prioritized and approved by Gewog
Tshogde.

The Designated Accountant shall be provided with an access right in the
Multi-Year Rolling Budget (MYRB) system to create new activities.

Allocation to new activities shall be carried out only after the fund

release from Department of Public Accounts (DPA).

Any unspent grant at the end of the FY shall lapse as per the FRR 2016.
However, the unused capital grant shall be adjusted and made available
in the subsequent FY provided Gewogs fulfill the release conditions.
The total grant for the plan period shall not exceed the plan outlay of
the Gewog as determined by the RAE.

The Gewogs shall not be required to submit budget proposals and there

shall be no budget discussion.
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a)

b)

<)

d)

Fund Releases

The release of both current and capital grants shall be made to respective
Gewog Letter of Credit (LC) account maintained with the Bank of
Bhutan.

The first tranche release shall constitute 50% of the total current and
40% of the capital grants and shall be made available within two weeks

of the approval of the budget by the parliament.

The second tranche release of the current grant shall be made within the

second week of January month of the FY.

The second tranche release of the capital grant shall be made based
on online release request from the Gewogs with the fulfillment of
the condition of minimum 70% utilization of the first tranche release
(including advances if any) as determined by the DPA from the Public
Expenditure Management System (PEMS) and submission of the

physical and finance progress report.
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a)

b)

VIIL

a)
b)
<)
d)

a)
b)
<)
d)
e)

Disbursement and Accounting

The Gup shall be the Drawing and Disbursing Officer and Designated

Finance Personnel/Gewog Administrative Officer as a Co-signatory.

All payment transactions of the grant shall be operated and maintained
as per the FRR 2016 and other notifications issued by MoF from time to

time.

PROHIBITIONS UNDER ANNUAL GRANT

Current Grants shall not be used for the followings:

Political campaign;

Donation to individuals or organizations;

Private/personal purposes like giving contributions, Semso, gifts, etc;
Hospitality and Entertainment like serving meals, tea, snacks,

refreshments and beverages.

Capital Grants shall not be used for the following:

Private purposes;

Political campaign;

Hospitality and Entertainment;
Procurement of vehicles;

Contribution, donations and gifts;

GUIDELINES FOR GEWOG ANNUAL GRANTS 7
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£)

g)

h)

Investment in financial assets such as shares and stocks and interest-
bearing deposits;

Construction, renovation, and maintenance of properties including
religious monuments owned by private individuals;

Undertake programs/activities that contravene the existing Government

policies.

Gewogs shall not re-appropriate from the capital grant to current and shall

not make commitments that have financial implications beyond the annual

grants authorized by the Budget Appropriation Act.

VIII. PROCEDURES FOR IMPLEMENTATION OF ANNUAL GRANTS.

The Gewog Administration shall adopt the following procedures in

implementing the annual grants:

a)

b)

The GNHC through Dzongkhag Planning Officer shall provide policy
guidance and technical backstopping in the formulation of annual

Gewog plans in order to align with National Priorities.

The Gewog Administration shall conduct public consultation at the
Chiwog level upon receiving Budget Call Notification from the MoF
to deliberate and prioritize activities to be carried out for the Financial
Year. The consultation shall be done within January to May of each
calendar year. The deliberations shall be minuted and documented for

public information.
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<)

d)

e)

£)

The Chairperson shall convene GT to deliberate and decide on activities
as soon as the approved amount of the annual grant is notified by MoE
All capital activities under the annual grant shall be approved by the GT.
The Chairperson may invite few Go Shey - Nyen Sheys along with any

government officials as observers during the session of the GT.

The Gewog Administration may receive views and suggestions from the
Dzongkhag/Drungkhag Administration and Members of the Parliament

for prioritizing the activities to be implemented under the annual grant.

The Gewog Administration shall prepare drawings, design, estimates
and seek technical backstopping and problem solving support for
the prioritized list of activities by collaborating with the Dzongkhag/
Drungkhag Administration and obtain necessary clearances from the

competent authority’.

The Gewog Administration shall create new activity as approved by the
GT in the MYRB system and allocate the required amount from the

appropriate approved grants.

1

Competent Authority means an organization/individual vested with legal authority to
provide necessary clearance. For example, NEC is a competent authority for issuance
environmental clearances.
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g)

h)

i)

IX.

a)

b)

<)

The Dzongkhag Administration must designate an engineer and
accounts personnel for each Gewog from the Dzongkhag pool, however,
for the far-flung Gewogs (Gewogs Centers located more than 50 km
from the Dzongkhag Head Quarter) the Dzongkhag may provide

dedicated accountant and engineer.

All activities under the annual grants shall be implemented in accordance
with the existing financial and procurement rules and regulations of the

Royal Government of Bhutan and 12 FYP frameworks.

Any investment above Nu. 20 million per project or activity shall be

submitted to the Dzongkhag Finance Committee (DFC) for approval.

RESPONSIBILITY, ACCOUNTABILITY AND TRANSPARENCY

The GT shall be responsible for the implementation of developmental

activities and delivery of annual performance targets.

The GT shall be responsible and accountable for prioritizing activities to

be implemented under the grant and its alignment to the Gewog plan.

The Gewog Administration shall make necessary institutional
arrangement with respective Dzongkhags for sharing of human

resources.
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d)

e)

£)

g)

h)

i)

j)

The Gewog Administration shall be responsible and accountable for
compliance with the financial and procurement rules and regulations of

the Government.

The Gewog Administration shall be responsible to maintain proper

records of the proceedings and resolutions of the GT.

The Gewog Administration shall present the Audit Report to the GT

and read out during public consultations.

The Gewog Administrative Officer and the Dzongkhag Planning Officer
shall be responsible for alignment of the Gewog plans and activities with

the National priorities as highlighted in the 12FYP documents.

The Gewog Administrative Officer shall coordinate in conducting public

consultation at Chiwog level for identification of priority activities.

The Gewog Administrative Officer shall prepare Gewog APA in close
collaboration with Dzongkhag APA focal officer and IRC members.

The Designated Gewog Accountants shall allocate fund to the prioritized
activities as per the expenditure classification as approved by the GT

only after receiving the tranche releases from the DPA.
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k)

)

a)

b)

<)

d)

The Designated Gewog Accountant shall be responsible for updating,

recording and maintaining proper books of accounts through PEMS;

All information pertaining to annual grants (activity name, cost estimate,
drawings and designs, work orders, start, and completion dates) shall be
made public by displaying the information in the notice board of the

Gewog Administration office.

OVERSIGHT BODIES AND ITS FUNCTIONS

The GNHC shall ensure alignment of plans and programs of the Gewogs
to the overall Five-Year Plan of the Government through regular and

mid-year reviews.

The MoF shall conduct a mid-year budget review and monitor the

financial performance of the utilization of the grants.

The Dzongkhag/Drungkhag administration shall periodically (every
quarter) monitor the implementation of the activities and provide
required technical backstopping and other necessary support in the

implementation of Gewog Annual Grants.

The Royal Audit Authority shall conduct the audit of the Gewog Annual
Grants in accordance with the Audit Act of Bhutan.
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XI. PUBLIC GRIEVIENCES REDRESSAL MECHANISM

Any grievances pertaining to annual grant for Gewogs shall be submitted to
the concerned Dzongkhag Administration with a copy endorsed to the Public
Services and Grievances Redressal Division (PSGRD) under the Cabinet
Secretariat.

XII. AMENDMENTS AND INTERPRETATION

The Ministry of Finance shall be the final authority for interpretation and

amendment of the provisions under these guidelines.

seksfokskokok
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