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A
Bill

further to amend the Constitution of the Islamic Republic of Pakistan

WHEREAS it is expedient further to amend the Constitution of the Islamic Republic of
Pakistan to promote equitable fiscal decentralization, ensure formula-based financial allocations
within the provinces, and institutionalize a binding mechanism for the distribution of provincial
financial resources to administrative divisions, districts and locai governments;

It is hereby enacted as follows:-

1. Short title and commencement._ (1) This Bill may be called the Constitution
(Amendment) Bill, 2025.

(2) It shall come into force at once.

2. Amendment of Article 140A of the Constitution. —In the Constitution of the Islamic
Republic of Pakistan, hereinafter referred to as the Constitution, for Article 140A, the following

shall be substituted, namely: —

"140A. Local Government and Fiscal Devolution. — (1) Each Province shall, by law,
establish a system of local governments and devolve political, administrative and financial
responsibility and authority to the elected representatives of the local governments.

(2) The local government system in each Province and area shall include:-

(a) district Councils, with elected representatives, responsible for local governance,
service delivery, and development planning;

(b) tehsil or Town Councils, subordinate to District Councils, to manage
intermediate-level functions;

(c) union Councils, to ensure grassroots participation; and

(d) a Local Government Authority in each district, headed by a Chief Officer, to
execute administrative and financial functions.

(3) Each Province and the Federal Government shall, within six months of the
commencement of this Act, constitute a Provincial Finance Commission to ensure equitable

distribution of funds to local governments.

(4) Local governments shall have the power to:-



(a) Levy and collect local taxes, including property taxes, service fees, and other -
levies, as prescribed by law;

(b) Prepare and approve annual budgets, subject to oversight by the Provincial
Finance Commission; and

(c) Manage devolved functions, including primary education, basic health, water
supply, sanitation, and local infrastructure, as per law.

(5) Elections to local governments shall be held every four years by the Election
Commission of Pakistan, ensuring democratic continuity.

(6) No local government shall be dissolved or superseded except by law, and any such
action shall be subject to judicial review by the High Court of the respective Province or

the Islamabad High Court.

3. Insertion of Article 160A in the Constitution. —In the Constitution, after Article 160, the
following new Article 160A shall be inserted, namely: —

"160A. Provincial Finance Commissions. . — (1) Each Province, and the Federal
Government for the Islamabad Capital Territory, shall constitute a Provincial Finance
Commission (PFC) to recommend and oversee a formula-based, equitable and transparent
distribution of provincial financial resources to administrative divisions, and districts,
within six months of the commencement of this Act, comprising:-

(a) The Provincial Minister for Finance, or Federal Minister for Finance for the
Islamabad Capital Territory, as chairperson;

(b) The Provincial Minister for Local Government, or equivalent Federal Minister for
the Islamabad Capital Territory;

(c) Two elected representatives from District Councils, nominated by the respective
Provincial Assembly or the National Assembly for the Islamabad Capital Territory;
and

(d) Two experts in public finance, appointed by the Governor or President after
consultation with the Chief Minister or Prime Minister.

(2) The PFC shall, every five years, formulate a PFC Award to determine:-

(a) the vertical distribution of funds between the Province or Federal Government and
local governments from the provincial allocable amount; and

(b) the horizontal distribution of funds among local governments, based on the
criteria specified in clause (3).



(3) The horizontal distribution of funds among local governments shall be based on the
following weighted criteria:

(a) Population: 40%, based on the latest census data published under the General
Statistics (Reorganization) Act, 2011;

(b) Development Needs: 30%, measured by the Human Development Index (HDI),
including access to education, health, water, electricity, and housing;

(c) Poverty Level: 15%, based on the Multidimensional Poverty Index (MPI) for each
district; and

(d) Tax Collection Contribution: 15%, based on the share of local taxes collected by
each local government.

(4) The PFC Award shall ensure that the share of local governments is not less than 30% of
the provincial allocable amount, as determined by the National Finance Commission Award

under Article 160.

(5) The PFC Award shall be laid before the respective Provincial Assembly and
subsequently published in the Official Gazette for public dissemination.

(6) The PFC shall submit its recommendations to the Governor or President, who shall, by
Order, specify the shares of local governments, and such shares shall be paid directly to the

Local Fund of each local government.

(7) The PFC shall establish a dispute resolution mechanism to address grievances related to
fund allocation, with appeals lying to the High Court of the respective Province or the

Islamabad High Court.

(8) No Annual Development Program or provincial budget shall be approved unless it
incorporates the fiscal allocations determined under the latest Provincial Finance

Commission Award.

(9) Each Province shall further allocate its share received from the Divisible Pool under
this Article to its administrative divisions through the Provincial Finance Commission
established under Article 140A. Such allocations shall be formula-based, binding and

publicly disclosed in the manner, as prescribed by law."

STATEMENT OF OBJECTS AND REASONS

The Constitution of Pakistan provides for the vertical distribution of financial resources
from the Federation to the Provinces through the National Finance Commission under Article
160. However, there exists no binding constitutional obligation for the provinces to devolve their
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fiscal share to lower tiers such as divisions, districts and local governments. This has led to fiscal
centralization within the provinces and contributed to regional disparities and governance
inefficiencies. This amendment seeks to insert mandatory provisions into Articles 140A and 160
of the Constitution to ensurec that each Province institutionalizes a Provincial Finance
Commission, which shall distribute funds to lower administrative tiers in a binding, formula-

based, transparent and equitable manner.

SD/-
MR. AWAIS HAIDER JAKHAR

MEMBER , NATIONAL ASSEMBLY
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