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*THE ORISSA FISCAL RESPONSIBILITY AND BUDGET 
AMENDMENT ACT, 2005 

[ Received the assent of the Governor on the 11 th May 2005, first published in an 
Extraordinary issue of the Orissa Gazette, dated Ihe 16th May 2005 (No. 802)] 

AN ACTTO PROVIDE FOR THE RESPONSIBILITY OFTHE STATEGOVERNMENTTO ENSURE 
PRUDENCE IN FISCAL MANAGEMENT AND FISCAL STABILITY BY PROGRESSIVE 

ELIMINATION OF REVENUE DEFICIT AN0 SUSTAINABLE DEBT MANAGEMENT 
CONSISTENT WITH FISCAL STABILITY, GREATER TRANSPARENCY 

IN FISCAL OPERATIONS OF THE GOVERNMENT AND CONDUCT 
OF FISCAL POLICY IN A MEDIUM TERM FISCAL 
FRAMEWORK AND FOR MATTERS CONNECTED 

THEREWITH 08 INCIDENTALTHERETO 

BE i t  enacted by the Legislature of !he State of Orissa in the Fifty-sixlhYear 
ol Ihe Republic of lndia as follows:- 

Shod tille, 
eient  and 1. ( I )  This Act may be called the Orissa Fiscal Responsibility and Budget 
Commence- Managemenl , - Act, 2005. 

. . . ,  - ' 

ment. 
(2) It extends to the whole of the State of Orissa. 

(3) It shall come inlo force on such date as the State Gpvernment may, 
by notilication, in the oll~cial Gazette, appmint in this behalf. 

Def nilions. 2. In this Act, unless the context otherwise.requires,- 
' (a) 'Budgey means the annual financial statement laid before the State 

Legislature under Article 202 of the Constilution ; 

- ,  . (b) 'kurrenl year" means (he financial year for which Budget and Medium 
,.. . .Term Fiscal Plan (MTFP) is being presented; 

(c) 'Yinaanial year" means the year beginning from 1 st day of April and 
ending on the 31 st day of March following; 

(6) 'Yiscal delicil" means the excess oi- 

(i) Lotal disbursements from the Consolidated Fund of the State 
(excluding repayment of debtj'over total .receipts into the Fund 

. . ., 

excluding the debt receipts durin-cj a financial year; or 

(ii) total expenditure from Consolidated Fund of the Slate (including 
: , loans but excluding repayment of debl) over own tax and non-tax 

., . . : revenue receipls, devolution and other grants from Government of 
India to Ihe State, and non-debt capilal receipts during a financial - 
year which represenls Ihe borrowing requirements, netof repayment 

I -,,-;- 
of debt, ol the State ~overnment du;ing the'financial year; 

> -. , , '  
r ; ,- , , 

v . 1  , , . 

. .  . 
(8) ,'fi?~aI indicatorsu' means the measures such g5,numerical ceilings 

I 

1 , : - I m  
.:; q 8  , and proportions to gross State . . domeslic,producl, , . ,  as may be prescribed, 

for evaluation of the fiscal position ol !he G t e  ~ayernment; 

! 'For the Bill, see Onssa Gazene, Exlraorrlinarj daled the 51h April, 2005 (No. 562) 
, , . -  . . . . ,  
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( "non-interesl ~omrnitted Revenue Expenditure" means Ihe sum lolal 
of salary expenditure and pension expenditure of the State in the 
revenue account of the Consolidated Fund ol the State: 

(g) 'bff Budget Borrowings" means borrowings by the State Government 
or its Agencies which are not reflected in the Budgel; 

(h) "prescribed means prescribed by rules made under this Act; 

(i) "previous year" means the year preceding the current year; 

(j) "primary deficitlsurplus" means Ihe non-interest Fiscal DeliciUSurplus; 

(k) 'Reserve Banh" means the Reserve Bank of lndia constituted under 
the Resewe Bank of India Act, 1 934; 2 of 1 934 

(I) "revenue deficit" means the difference between revenue expenditure 
and revenue receipts which indicates increase in liabilities of the State - 

Government without corresponding increase in assets of the State 
Government; and 

(rn) "total liabilities" means the liabitities under the Consolidated Fund 
and the Public Accounts of the State of Orissa. . 

Medium 3. (1) The State dovernment shall lay in each financial year before Legisla- 
Term Fiscal tive Assembly a Medium Term Fiscal Plan along with the Annual Budget. 
Plan to be 
laid before (2) The Medium Term Fiscal Plan shall set forth a three-year rolling tar- 
Ihe get for prescribed fiscal indicators with specificalion of underlying assumptions. 
Legislature. 

(3) In particular and without prejudice to the provisions contained in sub- 
section (2); Ihe Medium Term Fiscal Plan shall include an assessment of 
sustainability relating to- 

(I] Ihe balance between revenue receipts and revenue expenditures; 

(ii) the use of capital receipts including market borrowings for 
genera ling productive assels; 

(iio the medium term fiscal objectives of the State Government; 

(iv) the evaluation of performance of the prescribed fiscal indicators 
in the previous year vis-a-vis the targels set out earlier and the 
likely peiformance in the current financial year as per the revised 
estimates; 

(v) the slrategic priorities of the State Government in the fiscal area 
for Ihe current financial year in form of a Fiscal Policy Strategy; 
and 

(w] the policies of the State Government for the current financial year 
relating to expenditure, borrowings and other liabilities, lending 
and investments and description of other activities, such as 
guarantees and activities of Public Sector Undertakings which 
have potential budgetary implicalions. 

(#)The ~ e d i u m ~ e r m  Fiscal Plan shall be in such Form as may be prescribed. 



,':;i 8 .  

Fiscal 4.' The Stale Government shail la& kppropriafe m&aGures' lo eliminate Ihe 
Management rebQn~e defidit and (o'conlain Ihe Iiscal deficit at  sustainable level and build up 
Principles. , 

adequale revenue surplus through'appropriale . . measures such as;- 
, ,, . , I , ,  . . 

(a) maintaining Government debt at prudenl levels; 
. . . . I . . . .  . . - 

, , 

(b) managing guarantees.aqcl , ,  . , other contingent liabilitjes prudenlly, wilh 
paflicular rilerenc$;to.leve~ ol risk.of . , suchliabihtiei: 

(c) taking policy decisions,~f.Jbe Goverfiment wilh,.due regard to their 
, ,  

financial implications pn fuilfe generations: , , I .  
I . .  , 

(d) borrowings for prodrrclive purposes and creation of capital assets. 
and are not applied to , linance ,. . current exp.encliture; , , . ) . I .  , 

, .- 
(el maintaining a reasonable degree of dabilily .and,prediclability in the 

!eve,l of the tax burden; , , 

(I) mainta,iining the integrity and ,.' stability oI th,e tax system by avoiding 

special incenlives.cancessions and exempt/ons; , , .  

(g) pursuing tax policies,,with due regard to econ,omic e1;rciency and 
compliance . ,  cosls; , 

'.I. . I - I 

(h) pursuing non-tax,revenue policies wilh due regard to cost recovery 
apd equity; ,. .. - 

(i) pursuing expendilure policies that v~ould provide irnpelus for economic 
growith and poverty reduction; .. 

0) building up a revenue surplus :or use in capital Iormalion aqd producrive 
expenditure; .. 1 : . ,- 

(k) maintaining physicai-assets of th-e Government,properly; , 

(I) disclosing sufficient information to allow the public to scrutinize Lhe 
conduct of Iiscal policy and the stale of public finances; , .:, ' 

(m) using Government resources in ways that give'best value for money; 
and also pubiic assels are put to best possible use; .. ., 

(n) minimizing fiscal risks associated witti running of public'sector 
underlakings and utilities providing public goods and services; 

(o) managing expenditlre consistent with lhe level of revenue g e n e k t  

(p) Iormulating budget in a realislic and objective manner wilh due regard . 
to the general economic outlook and iealistic Avenue prospects and , 

. . 
minimize deviations during the course of the year; and 

:f 

(q) taking appiopriits measures in its cash man'agement practices so 
as to avoid frequent recourse to ove'rdratt from ReseFje Bank and to 
gradual1 y reduct'the closing cash &lance with Reserve Bank ol India 

I 

1 or; a year to year basis so as to keep the clbsing balance within Ihe 
A ,  

I Ways and ~ & n s  limit. , . 
, . . . , , c . , : : ,  

Fiscal '5. In particular and wilhout prejudice lo the generality of the foregoing provisions, 
Management the State Government shall- , , , ,. '.. I. 

Targ els. 
I - ,  . - 

(a) reduce revenue deficit to nil within a periob 01 five'thancial years 
beginning from the inilial financial year on the'l st day 'of ~ d h l ;  2004 
and ending on the 31st day of March, 2009; ' ' ,  

0-LAW-12 
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(b) reduce fiscal deficit to not more than three per cent of the estimated 
. gross State domestic product within a period of live financial years 

beginning Irom Ihe initid tinancial year on the 1 st day of April, 2004 
and ending ol the 31st clay of March 2009; 

(c) reduce fiscal debcrt by I - 5  percen [age d ~ross  State Domeslic Product 
' (GSDP) in each of the linancial years beginning bn the 1 st day of 

April. 2004 in a manner consistent wilh f he goal set in clause (b); 

(d) generate a primaty surplus' ol over two per cent ot Gross State 
Domestic Product (GSDP) by the year ending 31st day of March, 
2008; 

(0) other imporlant monitorable targels would b e  

{i) the ratio ol salary Id State's own revenue is to'be reduced lo 
eighty per cent by Ihe year ending 31 st day of March, 2008; 

(ii) the ralio of "on-inlerosl committed revenue expenditure lo State's 
own and Mandated R0venuo is to be reduced to filkfive percent 
by the year ending 31st day of March. 2008; and 

(iii) Ihe ratio of revenue deficit to revenue receipt is to be reduced to 
. zero per cent by the  year ending 31 st day of March, 2009. 

in order lo bring the deb! stock lo asuslainable level, interest paymenl 
, as a percenfage ot revenue receipt is to be limiled lo eighleen to 
- twenty-live per cent; - 

(gIm -the total debt stock shatl be limited lo three hundred per cent of the 

- . total revenue receipt of the State by the year ending 2007-08 : 

~i&ded that while mvenuo deficit and fiscal deficit exceed lhe lirnils specified 
undbr this sub-section due lo unforeseen demands on the linances of the State 
~oyernmint  because of natural calaiily, such excess shall no1 exceed the aclual 
fiscal cbsi that can be attributed to the natural calamities; 

~r.biiided furlher that Re groucd or grounds specified in the first proviso shall 
be placed before the State Legislature, as soon as may be, after it becomes 
likely thai .  such deficit arnounl may exceed the aforesaid limits, with an 
accompaiying report stating the I!'r;13ly extent of excess and reasons therelor. 

Measures 6. (I)The State Government shall take suitable measure lo ensure grealer 
lor fiscal transparehcy in its fiscal operalions,in public interest and minimize secrecy as 
transparency lar as practicable in the preparation of the Annual Budge1 : 

frs~ided [hat the State Govsmrneni shall haw the power to reserve any 
such lnfoiniation which would advers&iy afkct the intereslof the State Exchequer. . 8 

(2) The State Governmenl shall at the lime of presentation of the Annual 
6udaet disclose in a staternen1 1h6 significant changes in the accounting 
standards, policies and practices allecting or likely to affect the compulation of 
prescribed fiscal indicators. 

(31 The consolidated position in respect of all Demands shall be brought oul 
in the ~hdget  al a glance. 

(4) The estimated yearly pemsion liability shall be worked out on realistic ' ,  

basis for the next fen years 
(5) New policies being introduced in the Annual Budget shall be clearly 

. . 
descr~kd. , . . -  , 
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(6) Budget informalion shall be presented in a way:that .facilitates policy 
analysis and promotes accountability. , . , . . ,  , . -  . ,  + ,  

(7) Details regarding arrear ol Revenues (bolh tax and non-tax revenues) 
shall be given in a separate statement to be appended with the Receipt Budgel. 

(8) ~ r b r i t i s i n ~  the alldcation of funds shall be done in a manner that would 
ensure completion of on-going projects as per Ihe time schedule.   he State 
Government shall lurnish a lisl of such projecls based on zero base investment 
review and targeled date of completion and reason 01 deviation, il any, in the 
previous years. 

(9) The statement indicating the institution wise State Government guarantees 
given, default by' Ihe organizgtipns in discharging debt servicing . , liabililies and 
con tingent liability crealed in Ihe State Government account. on account ol delault 
of lhese organizations shall be placed before Ihe State Legislat"re. The statement 
will also indicate the  working of the Escrow Account bpened by the~uhlic Sector 
Undertakings, Co-operalives and Urban Local Bodies. 

(10) Special stalements along wirh the budget giving in detail Ihe number of 
employees in Government,' public sector and aided institutions and related salaries 
shall be brought out. 

(11)The Budget document shall contain a stalement showing tax . concession . 
,,  

and exemptions given in a financial year. 
, 

(12)The State Government shall publish full information on the level of its 
deb1 and financial assels. The information on debt shall disclose maturity prolile 
and interest rate. ' 

(13) A repoi & execulion of the bubget and achievement a'gainsl fiscal 

i 
targetsfindicator shall be presented be~bre the Statb Legislature. 

Acknowledge- 7. While presenting Ihe Annual Budget lor the currenr ;;ear, the State 
men' Government shall turnish a slatement.showing the deferred liabilities on [he , . 
liabilities 

- L in Annual following accounts,- 

(0 Slate's matching share under central sponsored plan schemes 
not provided for in Ihe previous years and the deficit of such State 
share in thecurrem financial year: 

(ii) bills presented in the treasury bul'not encashed at Ihe close oi 
the previous financial year; 

(iiiJ Central assistance received but not utilized at the end of a 
particular financial year; and 

(iv) undisbursed amount lying in the civil deposits. 

Measures to 8. (1) The Annual Budget and policies announced at the time ol the Budget, 
enforce 
compliance. 

shall be consistent with objectives and LaTgets specified the Medium 'Term Fiscal 
i Plan for coming years. , 

(2) The Minister-in-charge of Finance Deparlmenl shall review the trends in 
, :  . 

receipts and expenditure in relatian to the budget and remedial measures to be 
taken to achieve the budgel targets. 

I 

(3) Whenever lhere is either shorttall in revenue or excess of expenditure 
over pre-specified levels during any period in a financial year. on account of any 

new poky  decision ol lhe Slate ~overnmen[ that allects the stale d&emment. . . I r ' -  , 
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1 

the Stale Government prior to taking such policy decision, shall take measures 
to fully offset the fiscal impact for the current and future years by curtailing the 
sums authorized to be paid and applied from and out of the Consolidaled Fund of 
the State under any Act to provide for the appropriation of such sums, or by 
taking interim measures for revenue augmentation or by laking up a combination 
of bath : 

- Provided that nolhing in this sub-section shall apply lo expenditure charged 
on the Consolidaled Fund of the Slate under clause (3),of Article'202 of the 
Constitution. 

(4) In case the revenue delicit and fiscal deficit exceed in Ihe case of 
unforeseen demands on Ihe finances oj the Stale Government, the Government 
shall identify the net fiscal casl of the calamity and such cost would provide 
ceiling for extent of non-compliance to the specilied limits. - 

(5) Not more than one supplementary statement of expenditure shall be 
presented in a financial year. Whanever such supplementary estimates are 
presenled before the State-Legislature, the Stale Government shall also present 
an accompanying-statement indicating the corresponding curtailmenl of 
expenditure to fully offsel the fiscal impact of the supplementary estimates in 
reiation'to the budget targets of the current , year . and the Medium Term Fiscal 

. - 
Plan objectives. 

- (6) No lilability shall be created outside the budget provision in a financial 
year withoul Ihe approvalof Government in Finance Department. Creation of any 
such unauthorized liability shall be treated as gross negligence and the officer (s) 
responsible foi crealion of such liability shall be personally liable for such additional 

liability created. . , -. 

Power to 9. ( 1 )  The State Government may, by notiiicalion in the official Gazette, 
make rules. make rules ror carrying out the provisions of this Act. 

(2) In particular, and without prejudice lo the generality of the foregoing 
, . 

such rules may provide tor all or any of the foilowing matlers, nam~ly :- 

(a) the fiscal indicalors to be prescribed for the purpose of sub-section 
. (2) of section 3; 

(b) the forms of the Medium Term Fiscal Policy Plan under sub-section 
( 1 )  of section 3 and Fiscal Policy Strategy stalernent under clause 

(v) 01 sub-section (3) of section 3; 

(c) the Form of s!aiement under sub-seclion (2) of section 6; and 

(d) any other matter which is required to be and not inconsistent with the 
provisions of !he Act. 

Flules to be 10. Every rule made under this Acl shall. as soon as may be after it is 
laid. made, be laid before the State Legislature for a total period of fourteen days 

which may be comprised in one or more sessions and if during the said period 
Ihe Stale ~egislature makes modifications, i f  any, therein, the ruleshall thereaher. 
have effect only in such modified form so, however, that such modification shall 

be without prejudice to the validity ol anghing previously done under [hat rule. 

1 7 4  



Protection of 11. No suit, prosecution or other legal proceedings shall lie against. the 
aclion taken , . 

in good lailh. 
State Government or any officer of the ta te  ~&ernrnent lor anylhing which is in 
good faith done or intended lo be done under [his Act or the rules made Ihereunder.. 

Ap~licalion of 2. The provisions ol lhis Act shall be in addition to and not in derogation of, 
'Iher laws the provisions of any other law for the time being in force. 
not barred. , ,  . 

Power to 13. ( 1 )  !I any difficulty arises in giving effect to the provisions,ol lhis Act, the 
remove 
diflicullies. Stale Government may, by order, published in the otticial Gazette. make such 

provisions not inconsistent with Ihe provisions of this Act -as may appear be 
necessary for removing the difficulty : 

Provided that no order shall be made under this section after the expiry of 

two years from the commencement of this Act. , 

(2) Every order made under this section shall be laid, as soon as may be 
. after it is made, before the Legislative Assembly. 

, , 




