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“THE ORISSA FISCAL RESPONSIBILITY AND BUDGET
AMENDMENT ACT, 2005

(ORissa AcT 6 oF 2009)

['Reoeived the assent of the Governar on the 11th May 2005, first publishedin an
Extraordinary issue of the Orissa Gazette, dated the 16th May 2005 {No. 802)]

AN ACT TO PROVIDE FOR THE RESPONSIBILITY OF THE STATE GOVERNMENT TO ENSURE
PRUDENCE N FISCAL MANAGEMENT AND FISCAL STABILITY BY PROCGRESSIVE
ELIMINATION OF REVENUE DEFICIT AND 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
THEREWITHOR INCIDENTAL THERETO

Be it enacted by the Legislature of the State of Orissa in the Fifty-sixlhYear
of the Republic of India as follows:-

f;‘;ﬁl‘gfa 1. (1) This Act may be called the Orissa Fiscal Resporisibility and Budget
commence- Management Ac." 2005.
ment. | - |(2) It extends to the whole of the State of Orissa.
(3} It shall come into force on such date as the State Government may,
by notilication, in the official Gazette, appeint in this behalf.
Definitions. _ 2_Inthis Ack, unless the context otherwise requires,—

(a} “Budget”’ means the annual financial slatement laid before the State
Legislature under Article 202 of the Consfitution ;

(b} “currenlyear” means the financial year for which Budget and Medium
. .Term Fiscal Plan (MTFP) is being presented,;

(¢} “linancial year" means the year beginning from 1st day of April and
ending on the 31ist day of March lollowing;

‘ (d) "fiscal deficit" means the excess of—

{iy total disbursements from the Consolidated Fund of the State
_ (excludlng repayment of debt) over fotal receipts into the Fund
excluding the debt receipts during a financial year; or

(i} total expenditure from Consolidated Fund of the State (including
loans but excluding repayment af debl) over own tax and non-tax
.vT v revenue receipis, devolution and other grants from Government of
India to \he State, and non-debt capilal receipts during a finangial =
year which represents the borrowing requirements netof repayment
of debt, of the Slate Government dunng Ihe fmancral year,

{e) “frscal mdrcators means the measures such as, numerrcal ceilings
a_n_d proportions [o gross State domeslic pror;_{uct asmay be prescribed,
for evaluation of the fiscal position of the State Government;

eoarm

*For the Bill, see Onssz Gazelte, Exlraordinary daled _the 5ih April, 2005 (No. 562)
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(m)

“non-interest Committed Revenue Expenditure™ means the sum lotal
of salary expenditure and pension expenditure of the State in the
revenue account of the Consolidated Fund of the State;

“off Budget Borrowings” means borrowings by the State Govemment
or its Agencies which are not reflected in the Budget;

“prescribed” means prescribed by rules made under this Act;
‘previous year" means the year preceding the current year; ‘
“primary deficit/surplus” means Ihe non-interest Fiscai Delicil/Surplus;

“Reserve Bank" means the Reserve Bank of India constituted under
the Reserve Bank of India Act, 1934;

“revenue deficit” means the ditference 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 '

“total liabilities" means the liabilities under the Consolidated Fund
and the Public Accounts of the State of Orissa. .

3. (1) The State Government shall fay in each financial year belore Legisla-
tive Assembly a Medium Term Fiscal Plan along with the Annual Budgst.

(2} The Medium Term Fiscal Plan shall set forth a three-year rolling tar-
get for prescribed fiscal indicators with specificalion of underlying assumptions.

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

(i} ihebalance between revenue receipts and revenue expenditures;

(i) the use of capital receipls including market borrowings for
generating productive assels;

(iii) the mediumterm 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 performance in the current financial year as per the revised
estimates;

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

(v 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 budgstary implicalions.

{4)The Medium Term Fiscal Plan shall be in such Form as may be prescribed.
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O-LAW-12

Fiscal "th."The State Government shail 14ké appropriate measures o eliminate the
'F‘:‘;:;%femse“' revenue deficit and (6 contain the fiscal deficit at sustainablé level and build up
" 'adequate revenue surplus thrcung‘approp'iale measures such as,—

(8) maintaining Govern'neni debt at prudenl Ievels,

(b) managing guaranlees and other ccnhngent Irabllmes prudemly. with
particular relerence to level of risk of such Ilabmues

{c) taking policy decisions,of the Govemment with. due regard to their
financial impiications. gn future generanons _ s

{d) borrowings for produclive purposes and creanon of capital assets,
and are not applied to finance cucrent expencmure

{e} maintaining a reasonable degree of stability and pred clab Iuly in the
tevel of the tax burden;

{) maintaining the jntegrity and stability of the tax systern by avoiding
- special incenlives, cancessions and exemptions;

(g) pursuing tax policies . with due regard 10 economic eliiciency and
compliance ¢osts;

{n) pursuing non-tax revenue polrmes wilh due regard ta coslt recovery
and equity; g , .

{i} pursuing expendilure policies that would provide impelus for econornic
growith and poverty reduction; :

{j) building up arevenue surplus ior use in capital formation and productive
expenditure, e .

(k) maintaining physicai assets of the Government properly;

() disclosing sufficient information 1o allow the public to scrutinize Lhe
conduct of liscal policy and the state of public finances; 1.

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

{n) minimizing fiscal risks associated with running of public” sector
underlakings and utilities providing public goods and sérvices;

(0) managing expenditure consistent with the level of revenue generated;

{p) lormulating budgetin a realistic and objectwe manner with due regard
to the general economic outlook and realistic revenue prospects and
minimize deviations dunng the course of the year; and

{q) taking appropnate measures in its cash management practices so
as to avoid frequent recourse to overdraft from Reserve Bank and to
graduallyr reduce the closing cash balance with Reserve Bank of india
on ayearto year basis sp asto keep the closmg balance wlthln '.he
Ways and Méans limit. . o

T L

Fiscal ‘5. In particular and without prejudice to the generallty of lhe foregorng provisions,

Management the State Government shall— S
Targels.

{a) reduce revenue defrcn to nil within a perlod of five fmanclal years
beginning from the iniliat financial year on the 1st day of Apnl 2004
and ending on the 315t day of March, 2008; !
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Measures
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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 five financial Qears
beginning from 1he initiul financial year on the 1st day of April, 2004

and ending of the 31st rfay of March 2009;

{c} reducefiscaldefcitby 1.5 bercentage ot Grass State Domestic Product
{GSDP) in each of the linancial years beginning on the 1st day of
April, 2004 in a manner consistent with the goal set in clause (b);

(cij generate a primary surplus of over two per cent of Gross State
Domestic Product (GSOP) by the year ending 31st day of March,
2008;

(e) other imporlant monitorable targets would be—

{i) the ratio of salary td State's own revenue is to be reduced (0
eighty per cent by the year ending 31st day of March, 2008;

(i) the ralio of non-inleres'i committed revenue expenditure o State’s
own and Mandated Ravenue is to be reduced ta filty-five percent
by the year ending 31st day of March, 2008; and

| {ii}) he ratio of revenue deficit to reveriue receipt is to be reduced to
T zero per cent by the year ending 31st day of March, 2009.

“{f) inorderio bringthe deb! siock 1o a sustainable level, interest payment
as a percentage of revanue receipt is to be limited 1o eighieen to
twenty-five per cent; '

(g} the total debt stock shall be limited lo three hundred per cent of the
. total revenue receipt of the State by the year ending 2007-08 :

' Provided that while revenue def |cil andfiscal deficit exceed lhe imits specified
under this suh-sect:on due to unforeseen demands on the finances of the State
Govemmenl because of natural calamlry such excess shall nol exceed the actual
tiscal cosi that can be attributed to the natural calamilies;

Provided further that the ground or grounds specified in the first proviso shall -

be placed before the State Legisiature, as soon as may be, after it becomes
tikely that such deficit amount inay exceed the aforesaid limits, with an
accompanying report stating the (ikaly extent of excess and reasons therelor.

6. (1) The State Gavernment shall take suitable measure o ensure grealer
Iransparency in its fiscal operalions in public interest and minimize secrecy as
faras practlcable in the preparation of the Annual Budget :

Provided that the State Govemment shall have the power to reserve any

such Inforrviation which would adversely affect the interest of the State Exchequer,
(2 The State Government shall at the lime of presentation of the Annual

Budget disclose in a statement lhe significant changes in the accounting
standards, policies and practices afiectlng or likely to affect the compuiation of
prescribed tiscal indicators.

(3) The consolidated position in respect of all Demands shall be brought out
in the Budget al a glance.

(4) The estimated yearly pe--sion liability shall be worked out on realistic
basis for the next ten year.s

(5) New policies being mtroduced in the Annual Budget shall be clearly

described,
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(6) Budget informalion shall be presented in a way that facilitates policy
analysis and promotes accountability. R

{7} Details regarding arrear of Revenues {both tax and non-tax revenues)
shallbe given in a separate staternent tc be appended with the Receipt Budgel.

(8) Prioritising the allocation of funds shall be done in a manner that would
ensure completion of on-going projects as per the time schedule. The Stale
Government shall furnish a lisl of such projects based on zero base invesiment
review and targeled date of completion and reason ol deviation, il any, in the
previous years,

(9 The slalemenlmdicalmg the institution wise State Governmentguaramees
given, default by the organizations in discharging debt ser\ncmg liabrlities and
-contingent liability created in the State Government account, on account of delault
of these organizations shall be placed before the State Legislalﬁre. The staterment
will also indicate the working of the Escrow Account opened by the Public Sector
Undertakings, Co-operatives and Urban Local Bodies.

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

(11) The Budget document shall c'o-ntain a statement showing tax_éqncqssion
and exemptions given in a financial year. S
{ 12) The State Governmenit shalt publish fuil information on the level or its

debl and findncial assels The information on debt shall disclose malurny profile
and interest rate. - :

{13) A report on execution of the b:udget and achievement a‘gai‘nst fiscal
targets/indicator shall be presented befare the State Legislature. '

Acknowledge- 7. While presenting the Annual Budgel for the current {iear, the State
?a?:l.::it?;s Government shall turnish a statement showing the deferred liabilities on the
in Annual following accounts,— ’
Budgel. (i} Slate's malch'mg share under central sponsored plan schemes
not provided for in the previous years and the deficit of such State
share in the current finaacial year;
(i} bills presented in the lreasury bul rot encashed at the close of
the previous financial year;
(i) Central assistance received but not ulilized at the end of a
particular financial year; and
(iv) undisbursed amount lying in the civil deposits.
Measures to 8. (1) The Annual Budge! and policies announced at the time ol the Budget,
E::;;nce shail be consistent with objectives and largets specified the Medium Term Fiscal
" Plan for coming years.

(2) The Minister-in-charge of Finance Depaniment shall review the treads in
~ receipts and expenditure in relation to the budget and remedial measures lo be
taken to achieve the budgel targets. '

(3) Whenever lhere is either shortlall in revenue or excess of ex'pendilure
aver pre-specified levels during any period in a linancial year, on accaunt of any
new policy decision of the State Government that affects the Stale Government,
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. . 1
the State Government prior to taking such policy decision, shall take measures
to fully ofiset the fiscal impact tor 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

taklng tnterlm measures for revenue augmentation or by taking up a combination
of bath ;

Pravided that nothing in this sub-sectian shall apply lo expenditure charged
on the Consalidated Fund of the State under clause {3) of Article 202 of the
Constitution.

{(4) In case the revenue deficit and fiscal deficit exceed in the case of
unforeseen demands on the finances of the State Government, the Governmen!
shalt identify the net fiscal casl of the calamlty and such cost would provide
cetllng for extent of non-compliance to the specnhed hmrts

* {5) Not more than one supplementary statement of expenditure shail be
presented in a financial year. Whenever such supplementary estimates are
presenled before the State Legislature, the Slale Government shall also present
an accompanying statement indicating the corresponding curtailment of
expenditure to fully offset the fiscal impact of the supplementary estimates in
refation to the budget targets of the current year and the Medium Term Fiscal
Plan objectives. :

{6)No Iilability shall be created outside the budget provisicn in a financial
yaar withou! the approval of Government in Finance Department. Creation af any
such unauthorized liability shall be treated as gross negligence and the officer (s}
responsible for creation of such liability shallbe persenally iable for such additional
liability created. ' '

9. (1) The State Government-may, by notification in the official Gazette,
make rules for carrying out the provisions of this Act.

.' {2} In particular, and without prejudice lo the generality of the foregoing

-pomrer, such rutes may provide for all or any of the fol'lowing matlers, namely —

(@) 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 stalement under ¢lause
{v} of sub-section (3) of sectipn 3;

(c) the Form of statement under sub-section {2) of section 6; and

{d) any other matter which is reguired to be and not inconsistent with the
provisions of the Act.

10. Every rule made under this Act shall. as soon as may be after it is
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
the Stale Legiélature makes modifications, if any, therein, the rule $hall therealter,
have elfect enly in such moditiad form so, however, that such modification shall
be without prejudice to the validity of anylhing previously done under that rule.
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Pratection of H. No suit, prosecution or other legal proceedings shall lie against.the
aclion taken - o410 3overnment or any officer of the*State Government for anything which is in

in good faith. ) i )

good faith done orintended 1o be done under this Act or the rules made thereunder.
Applicalion of 12. The provisions of this Act shall be in addition to and notin derogalioh of,
olher 1aws o hrovisions of any other law for the time being in force.
not barred. :
Power lo 13. (1} Tany difficulty arises in giving effect to the provisions o} Ihis Act, the
L?{;:L‘:I‘:‘;es State Government may, by order, published in the official Gazette, make such

provisions not inconsistent with the 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 'ma"y be
. after it is made, before the Legislative Assembly. .
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