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Annex-A

F.No. 7(5)/E-Coord/2004
Government of India
Ministry of Finance
Department of Expenditure

New Delhi, the 24th September, 2004
OFFICE MEMORANDUM

Sub : Guidelines on expenditure management - Fiscal prudence and austerity

In supersession of this Departments O.Ms, dated 17/6/1996, 20/8/1998, 5/8/1999, 24/9/2000 and 10/
10/2001 on the subject cited above, the following austerity measures shall take effect from October 1,

2004 :
i)

v)

vi)

All on-going programmes and schemes, both Plan and non-Plan, should be carefully reviewed,
scrutinized and evaluated to determine their continued relevance. This exercise should be taken
up immediately and completed before the end of this calendar year.

Deviations of expenditure from the prescribed budgetary ceilings should not be allowed. FAs
should personally ensure that unauthorized expenditure above the appropriations is not incurred
in any circumstances.

It should be ensured that all profit-making PSEs declare a minimum dividend on equity of 20% or
a minimum dividend pay out of 20% of post-tax profits, whichever is higher. The minimum dividend
pay out in respect of Oil, Petroleum, Chemical and other infrastructure sectors should be 30% of
post-tax profits;

All profit making companies must also consider issuing bonus shares to the Government.

All profit making Joint Venture companies should be asked to make concerted efforts to give a
dividend of 20% on Government equity holding.

Other non-tax receipts should be revised so that at least the cost of the services is recovered.

vii) Budget formulation should lay greater emphasis on explicit recognition of the revenue constraints

and a realistic projection of the budgetary allocations required for various projects/schemes and
there must be rigid adherence to budgetary ceilings. All procedures laid down for incurring both
Plan and Non-Plan expenditure on schemes should be followed scrupulously. In view of the severe
constraints on resources, additional funds to any Ministry or Department shall not be provided at
the revised estimate stage, except in rare and exceptional circumstances.

viii) No fresh financial commitments should be made on items which are not provided for in the budget

iX)

Xi)

approved by Parliament.

There have been cases of Ministries, releasing funds to autonomous bodies year after year,
despite the fact that there are substantial balances with them remaining unutilised and kept in
deposit with the banks. . The Ministries should complete a detailed review of all such cases by
31.10.2004 and, pending such a review, the Ministries are advised not to release funds in such
cases. The responsibility for regulating release of funds in these cases will rest with the Financial
Advisers (FAs).

Most autonomous bodies are given 100% deficit grants. These shall be reduced in a graded
manner by 5% in successive years/i.e. to 95% in the first year, 90% in the second year and so on,
in respect of such bodies which have the potential of raising resources.

Timely repayment of loans provided by the Government to the PSUs and payment of fees/charges
on Government Guarantees should also be monitored by the FAs.

xii) There shall be a mandatory 10% cut in the budgetary allocation-for non-plan, non-salary

expenditure, including OTA/ honorarium. No re-appropriation of funds to augment these heads of
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expenditure would be allowed. Austerity must be reflected in furnishing of offices/offices at
residences. The expenditure limit prescribed for these purposes shall be strictly enforced.

xiii) Utmost economy should be exercised in use of staff cars and other official vehicles. In accordance
with the ceiling prescribed at SI. No. (xii), there shall be a 10% cut in the consumption and allocation
of funds for expenditure on POL and travel.

xiv)Foreign travel should be restricted to unavoidable official engagements. There shall be a ban on
foreign travel for Study Tours, Seminars, Workshops etc. funded by the Govt. of India except for
annual and other formal meetings of bilateral/multilateral bodies viz. IMF, World Bank, WHO, ILO,
Joint Commissions, etc. Size of official delegations, where foreign travel is unavoidable, shall be
restricted to the bare minimum.

xv) The rate of per diem allowance for travel abroad to all countries and for all categories, officials/
non-officials belonging to Government, autonomous institutions and PSUs shall continue to be
depressed by 25% as at present.

xvi)Utmost austerity will be observed in organizing conferences/ seminars/workshops. All grants being
given for such purposes would be reviewed by Department of Expenditure.

xvii) Ban on creation of Plan and Non-Plan posts will continue. Any unavoidable proposals for the
creation of plan posts including Groups ‘B', "C and ‘D' posts -shall' continue to be referred to the
Ministry of Finance (Department of Expenditure) for approval.

xviii) Every Ministry/Department shall undertake a review of all the posts which are lying vacant in the
Ministry/Department and in the Attached and Subordinate Offices, in consultation with the Ministry
of Finance (Department of Expenditure). FAs will ensure that the review is completed in a time
bound manner (and, in any event, not later than 31.10.2004) and full details of vacant posts in
their respective Ministries etc., are available. Till the review is completed, no vacant posts shall be
filled up except with the approval of the Ministry of Finance (Department of Expenditure).

xix) Implementation of existing instructions concerning abolition of posts should be ensured.

xX) Purchase of new vehicles is banned until further orders, Exceptions will be allowed only for meeting
the operational requirements of Defence, Central Para Military Forces, etc. New vehicles shall not
be purchased even in replacement of condemned vehicles. Hiring of private vehicles from outside
shall be limited to the number of vehicles condemned.

2. Secretaries to the Government of India and Financial Advisers are requested to ensure strict compliance
of the above instructions.

(5 v wn
__(D-Swarup) 249 2
Secretary to the Government of in India

To

1. Ail Secretaries to the Government of India (By Name)
2. All' FAs (By Name)
3. All Heads of Public Sector Enterprises
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Annex-B

Government of India
Planning Commission

Yojana Bhavan, Sansad Marg,
New Delhi-110 001

Subject: Guidelines regarding inclusion of new Schemes in the Plan, enhancement of Five
Year Plan/Annual Plan outlays, major changes in the scope and investment approval
of the Plan Schemes, for the Central Ministries/Departments.

. Proposals are often received from the Ministries for inclusion of new schemes in the Plan, enhancement
of Five Year Pian / Annual Plan outlays, major changes in scope of the schemes (including change in
objectives” criteria and pattern of assistance / subsidies etc.). In this regard, inclusion of new schemes
in the Plan requires 'in principle' approval of Planning Commission before they are submitted for approval
to competent authorities as per existing delegation of powers. From the Eleventh Five Year Pian, the
following procedure would be adopted for inclusion of schemes / projects in the Plan.

a) Schemes that would not require 'In Principle' approval:

Formulation of a Five Year Plan is a detailed exercise preceded by extensive deliberations "and
consultations by the Working Groups and Steering Committees. The existing schemes are examined by
the Working Groups / Steering Committees and revamping / modifications / strengthening are suggested
in many cases. The Steering Groups also recommend initiation of new schemes to fulfill specific objectives
after taking into account the plan priorities and the availability of resources.

(i) In case of the existing schemes which need to be continued in the next Plan, no ‘in principle' approval
would be required. This does not, however, mean that schemes can be continued from one Plan to
another without going through a rigorous Zero Based Budgeting exercise. In case a new component is to
be added to an existing scheme, this would be considered by the Steering Committee and recommended
for inclusion in the Five Year Pian. In case the component to be added is included in the Five Year Plan
with adequate allocation of resources, the additional component in existing Schemes would not require
'in principle' approval,

(i) The new schemes /projects which are proposed to be taken up in the Plan have to be indicated in the
Plan Document and financial resources have to be fully provided for that scheme / project. In such cases,
'in principle' approval of the Planning Commission would not be required.

(iii) It may be noted that a mere mention of a project/scheme / additional component in an existing scheme
without adequate plan provision at the beginning of the Five Year Pian period would not be exempted
from the disciple of 'in principle' approval procedure. In brief, only the new schemes / projects/ additional
components that have been included in Five Year Plan with full provision of resources would not require
'in principle' approval.

b) Schemes that would require 'in principle' approval :

(i) Scheme / Project / additional component in an existing scheme which could not be included in the
Five Year Plan with adequate provision would require in principle approval of the Planning commission
before the Ministries / Departments seek sanction of the appropriate author/ties for taking up the scheme/
project’.

(i) For seeking 'in principle' approval, the Ministries / Departments should submit a detailed note to the
Planning Commission on the-justification for the new scheme / project with a broad outline of the proposed
scheme '/project

(iii) After obtaining 'in principle' approval, the Ministries / Departments shall conduct an exercise to find
resources for the proposed scheme /project / additional component in an existing scheme in consultation
with Planning Commission. This would require a detailed analysis of requirement and availability of funds
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for the existing Schemes and Projects. In case requirement of funds is higher than the availability, the
Ministries / Department should undertake a reprioritization exercise in consultation with subject division in
Planning Commission and based on the result give details of commitments on on-going schemes / projects
along with the requirement and availability of funds for the proposed scheme / project additional component
in an existing scheme clearly spelling out the implications of the reprioritization (in terms of re-phasing of
on-going schemes and / or weeding out of schemes together with its impact on physical output).

(iv) After obtaining 'in principle' approval of Planning Commission (which would mean specific approval
of Secretary Planning Commission) and tying up financial resources, the Ministry / Department would
process the scheme /project / additional component in an existing scheme to obtain necessary approvals
as per existing delegation of powers through SFC/EFC/'PIB, as the case maybe.

Il. Enhancement of Five Year Plan/Annual Plan outlays: The Five Year Plans are generally indicative
in nature. They are operationalized through Annual Plans. As such outlays to be provided by the Planning
Commission for the Annual Plan will take into consideration such adjustments and enhancement as may
be necessary. After the Annual Plans have been finalized and corresponding amounts provided in the
Budget of the Centra! Ministries, upward revision of more than 10% of the Budget Estimate at the Revised
Estimate stage, should be referred by the concerned Ministry to the Planning Commission and it is only
after the Planning Commission concurs that these should be taken up with the Ministry of Finance for
Supplementary Grants.

lll. Change in Scope: Major changes in the scope of the schemes already included in the Plan, in terms
of change in objectives, coverage of population, criteria, pattern of subsidy, assistance, etc. should be
first referred to the Planning Commission for obtaining concurrence in the same manner as a new scheme
(item 1 above) before the revised scheme is processed for sanction by the competent authority. In case
of continuing CSS, approval for change in scope etc., may. be sought as per the existing procedure and
delegation of authority from the Planning Commission, as in other Plan Schemes.

IV. Sanction of the Scheme:

All continuing and new schemes included in the Five Year Plan are to be sanctioned by the competent
authority (Board of Companies/Ministries/Ministry of Finance/CCEA) after the recommendations of the
respective body (DSC / SFC / EFC / PIB, etc.) as the case may be, in accordance with the existing
delegation of financial powers. These approvals should be processed by the Central Ministries only after
necessary Pian provisions are available in the Five Year Pian /Annual Plan, in case of new schemes,
these should be processed after the Planning Commission has concurred to their inclusion in the Plan.

V. Procedure for introduction of a new Centrally Sponsored Scheme (CSS);

Approval of full Planning Commission is necessary for including a CSS in the Plan. For introduction of
a new Centrally Sponsored Scheme (CSS), which meets the criteria® laid down by the Committee of
National Development Council (NDC), the Ministries/Departments should first obtain an "in principle”
approval of the Planning Commission, (specific approval of Secretary, Planning Commission) giving
justification for introduction of the scheme and indicating :

(i) whether the existing Centrally Sponsored Schemes being run by the Ministry/Department have been
reviewed and schemes identified for closure, weeding out and/ or merger with full details thereof;

(i) whether an exercise has been carried out for avoidance of multiplicity of implementation machinery,
and if so, results thereof;

(iif) Scheme wise details of number of posts sanctioned/created at the Ministry/Department, Central,
State and District level;

(iv) Whether any rationalization exercise has been undertaken, and if so, details thereof;

(v) Are there existing schemes with similar objectives in the Ministry/Department of ether Central Ministries/
Departments and / or schemes with similar objectives being implemented by the State Governments,
and if so: details thereof and the justification for taking up the new scheme instead of strengthening /
modifying the existing schemes;
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(vi) The reasons for not implementing the scheme under State Plan with earmarked funds.

VI. The receipt of this communication may kindly be acknowledged.

D}:-—SCE,M‘
R. SRIDHARZANT
Joint Secretary (Administration)
Tel. No. : 2309 6598

Secretaries of all Central Ministries /Departments.
Planning Commission UO No. N-11016/4/2006-PC dated 29.8.2006

Copy for information to : Cabinet Secretary,
Rashtrapati Bhavan,
New Delhi.

* Narasimha Rao Committee (Committee of NDC on CSS) in its first meeting held on Is November, 1986, approved
the modified criteria for retention of existing and initiation of new Centrally Sponsored Schemes as set out below:

* The fulfillment of an important national objective such as poverty alleviation, achievement of minimum standards in
education, or;

* The programme has a regional or inter-State character or;

* The programme or scheme should be in the nature of a pace setter or should relate to demonstration, survey or
research
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Annex-C
F.No.7/13/2001-NS(l)
Ministry of Finance
Department of Economic Affairs
(Budget Division)

Office Memorandum

New Delhi, the 24™ April, 2001

Subject: Lump sum Provision for North Eastern Region & Sikkrm

Communications have been received from the Planning Commission regarding
certain shortcomings in lump sum provisions made for North Eastern Region & Sikkim
for the fiscal 2001-02. Based on the review of lhe Budget Documents for 2001-02, certain
lacunae have been observed in the manner of depiction of the provision and the quantum
allocated. With a view to maintaining uniformity in depiction and in the quantum of
allocation the following is clarified for information and guidance:

(a) 10% of Central Plan allocations is to be earmarked for projects/schemes for
the benefit of North-Eastern Region and Sikkim. It is observed that in case
of a number of Ministries/ Departments the provision indicated is much
lower than the stipulated percentage. It is reiterated that the provision made
for the lump sum amount should be in accordance with the Budget Division
letter of 28.01.00.,

(b) the lump sum provision-of project/schemes for North Eastern Region &
Sikkim should be made under Major Head 2552 (in case of revenue
expenditure) and Major Head 4552 (in case of capital expenditure). Certain
Ministries/Department have incorrectly depicted the provision under other
Major Heads. Changes in classification may be brought about by taking
necessaiy supplementaries.

(c) Except such Ministries/Departments that have been exempt from making
provision for North Eastern Region & Sikkim, all others are to make such
allocation. Ministries/Departments like Water Resources, Public works,
Telecommunications, Industrial Policy & Promotion, Small Scale
Industries & Agro & Rural Industries have not made any allocation and
may clarify to this Ministry if they have been exempted from making

allocation for North Eastern Region & Sikkim, by the Planning
Commission.

This issues with the approval of Secretary (Expenditure). ]

Ik
rl:-!'n,_'ant-f-iinh'.{'.
Deputy Secretary (Budget)

All FA’s.



47
Annex-D

F. No. 2(66)-B(CDN)/2001(Vol II)
Ministry of Finance & Company Affairs
Department of Economic Affairs
(Budget Division)

Office Memorandum

New Delhi, the 13 September, 2002

Subject: Budgeting for/ Expenditure from Lump sum Provision for North Eastern
Region & Sikkim

In accordance with the decision of the Government, all Ministries/Departments, unless
specifically exempted from doing, so, are to make a lump sum provision of 10% of their central
plan allocation for projects / schemes in North Eastern Region and Sikkim. Over the years
Minislries/Departments have been making these provisions and incurring expenditure in the region
in terms of laid down decisions on the subject. However, certain divergence in practices have
been observed in the matter and, therefore, the following is clarified for guidance:

(a) Lump sum provision for Revenue expenditure in 1The NE region should be provided for under
Major Head 2552- “North Eastern Areas”. Similarly lump sum provision for capital
expenditure should be provided under Major Head 4552- “Capital Outlay on North
Eastern Areas”. It is important to make a realistic assessment of revenue and capital provision
at the Budget formulation stage itself since reappropriation from revenue to capital and
vice versa is not within the powers of the Ministries and will call for a supplementary
provision. The practice of making provision. for North Eastern Region and Sikkim should
not be done under any other major head, as has been observed in the case of some Departments.

(b) At the revised estimate stage, the lump sum provision should be 10% of the revised plan
amount and depicted accordingly in SBE’s. It has been observed that some Ministries/
Departments have been showing a zero provision at the RE stage under the lump sum
heads on the ground that the amounts due to be spent in the region have been duly
reappropriated for Project/Schemes in the region. With a view to maintaining uniformity
across Ministries/Departments it has been decided that all Ministries/
Departments at the RE stage indicate lump sum provisions as 10% of the
central plan RE amount unless exempt from making provisions for the
region.

(c) In some Ministries/Departments there are large savings being reported
under Major heads 2552 and 4552 at the end of the year on account of inadequate
expenditure in the region. It is impressed upon all Ministries/Departments that expenditure
in the region should be in conformity with the 10% requirement as has been laid down.
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Large savings will be contrary to instructions issued by this Ministry on strict financial
discipline, based on recommendations of the Public Accounts Commitfee.

(d) Instances of reappropriations being proposed from lump sum provision in
the North Eastern Region and Sikkim to Other Projects/Schemes outside
the region have been received in this Ministry. It is reiterated that such
proposals will not ordinarily be entertained in this Ministry.” Expenditure should be
undertaken on projeet/schemes in the region itself.

The above issues in consultation with the Department of Development of North
Eastern Region.
-

(ldyant Sinfa)
Deputy Secretary (Budget)

All Financial Advisers.
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Annex-E
N o. F. 2 (66)- B(CDN)/2001
Ministry of Finance
Department of Economic Affairs
( Budget Division )
New Delhi,

14t September, 2005.
OFFICE MEMORANDUM

Subject: Procedure for providing funds for development of North Eastern
Region and Sikkim under ‘Plan’ expenditure in Statement of Budget
Estimates and Detailed Demands for Grants.

At present, the funds for development of North Eastern Region and Sikkirn are being provided
for under the Major Heads ‘2552-Nortb Eastern Region’ for revenue expenditure and ‘4552-Capital
Outlay on North Eastern Region’ for Capital expenditure under ‘plan’ side. These are shown as
lumpsum provisions in the Statement of Budget Estimates and Detailed Demands for Grants of the
respective Minisiry/Departrnenl, initially. Such sums are subsequently re appropriated to the functional
heads of accounts for the purpose of incurring the expenditure. Reappropriations from the lumpsum
provision from the Major Heads ‘2552’ and ‘4552’ axe carried out with the approval of Secretaries of
respective Ministry/Department, who have, been delegated powers for this purpose through this
Ministry’s D.Q.No0.2(66)-B(CDN)/2001 dated 12.6.2001.

2, The above procedure has further been reviewed in the light of concerns expressed
by few Ministries/Departments in obtaining the necessary Parliament sanction in time,
through Supplementary Grants, during the course of the year, as either the break-up of
scheme-wise expenditure provided under ‘2552-etc’ and ‘4552-etc’ are
not brought to the notice of Parliament through Detailed Demands for Grants or certain
items of expenditure, such as, grants-in-aid, subsidy, etc. attract the limits of New
Service/New Instrument of Service. This leads to delays in the release of budget
sanctions and implementation of programmes and schemes in the North Eastern Region.

3. To mitigate such difficulties, it has been decided to show the proposed
break-up of the lumpsurri provision for development of North Eastern and Sikkim
Region upto object head level corresponding to different functional rnajor/sub-
major/minor heads, indicating the details, and depict accordingly in the Detailed
Demands for Grants under the Major Head 2552-North Eastern Region’ and the Major
Head ‘4552-Capital Outlay on North Eastern Region for eventual reappropriation. This
would facilitate informing Parliament about the nature of expenditure, end-beneficiary,
etc. After approval of the budget by Parliament, the expenditure provisions can be
transferred to the functional head for incurring expenditure through reappropriation by
exercise, of powers delegaied in this Ministry’s D.O.letter Nb.F.2(66)-B(CDN)/2001
dated 12.6.2001.



50
(From pre-page)

4, This procedure becomes operative from the year 2006-07 onwards.

5. This has the approval of Secretary (Expenditure).

¥ Ty .

Additional Budget Officer
& 2309 2649

All Secretaries/Financial Advisers of Ministries/Department

The Comptroller & Auditor General of India, Bahadur Shah Zafar Marg, New Delhi.
The Controller General of Accounts, Ministry of Finance., Department of Expenditure.
All Chief Controllers/Controllers of Accounts of Ministries/Departments.

Financial Commissioner, Ministry of Railways, Rail Bhawan, New Delhi.

Member (Finance), Department of Telecommunications, Sanchar Bhawan, New Delhi.
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Annex-E-I
No.F.2(66)-B(CDN)/2001
Ministry of Finance
Department of Economic Affairs
( Budget Division )
NewDelhi,

5% February, 2007.

OFFICE MEMORANDUM

Subject: Procedure for providing funds for development of North Eastern
Region and Sikkim under ‘Plan’ expenditure in Statement of
Budget Estimates and Detailed Demands for Grants.

Attention is invited to this Ministry’s Office Memorandum of even number dated
14.9.2005, wherein the procedure for depicting the detailed provisions upto object head level towards
development of Nortli Eastern Region and Sikkim under ‘Plan’ expenditure in Statement of Budget
Estimates and Detailed Demands for Grants was brought out.

2. Certain Ministries/Departments have sought clarification on operation of the object
head ‘Loans and Advances’ under the Capital Outlay head viz. ‘4552-Capital Outlay on North
Eastern Areas’. As the object head ‘Loans and Advances’ is operated in the loan section, it has
been decided to .operate the Major Head ‘6552-Loans for North Easter Areas’ out of the 10%
mandatory allocation (from GBS) towards development of NER in case funds are sought to be
provided as ‘loans’. Thus, the procedure enunciated in paragraph 3 of this Ministry’s O.M. of even
number dated 14.9.2005 will, equally, be applicable to the Major Head ‘6552-Loans for North Eastern
Areas’. While reckoning the 10% mandatory allocation towards development of North Eastern
Areas and Sikkim, the provision made under the Major Head ‘6552-Loans for North Eastern Areas’
will also be taken into account.

Additional Budge! Officer
& 2309 2649

All Secretaries/Financial Advisers of Ministries/Department

The Comptroller & Auditor General of India, Bahadur Shah Zafar Marg, New Delhi
The Controller General of Accounts, Ministry of Finance, Department of Expenditure.
All Chief Controllers/Controllers of Accounts of Ministries/Departments.

Financial Commissioner, Ministry of Railways, Rail Bhawan, New Delhi.

Member (Finance), Department of Telecommunications, Sanchar Bhawan, New Delhi.
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Annex-F

D.O.F. No.2(66)-B(CDN)/2001
I
= fawm
A w=er
NRA IRBR

SECRETARY
DEPARTMENT OFEXPENDITURE
MINISTRY OF FINANCE

GOVERNMENT OF INDIA

=S facel / NEW DELHI
Tel. : 3012929
3011663

Fax : 3017546

12" June, 2001
Dear Secretary,

Finance Ministry has been receiving references from several Ministries/Departments regarding
difficulties in re-appropriation of funds from the lump-sum provision for schemes for the benefit
of North-Eastern Region and Sikkim to relevant functional heads.

2. As per the Delegation of Financial Powers Rules, certain powers vest
with the Ministry of Finance for reappropriation of funds which can be met out of savings
available within the Grant. It has now been decided that as far as reappropriation of funds from
the lump-sum provision for schemes for benefit of North-Eastern Region and Sikkim are concerned,
the power to re-appropriate will be delegated to the Secretaries of the Ministries/
Departments, who will exercise this power in concurrence with their Financial Advisers. It may,
however, be stressed that this particular delegation of power is limited to the re-appropriation of
funds from lump-sum provision to the schemes for the benefit of schemes/programmes in the
North Eastern Region and Sikkim alone. It is, thus, the responsibility of the concerned Ministry/
Department to ensure that no re-appropriation from the lump sum provision for the North Eastern
Region and Sikkim is carried out for schemes which are not for the benefit of NER and Sikkim.

With regards,
Yours sincerely,

L

|
\

IL..I Rt
( C.M. Vasudev )

Ail the Secretaries to the Government of India
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Annex-G
No. F.7(6)-B(R)/2001
Government of India
Ministry of Finance
Department of Economic Affairs
(Budget Division)
Dated 20" July, 2001

OFFICE MEMORANDUM

Subject:  Sixteenth Report of the Public Accounts Committee (13th Lok Sabha) Union Government
Appropriation Accounts (Civil) - 1996-97 -Measures for minimising "unspent balances".

The undersigned is directed to invite a reference to the observations and recommendations made
by the Public Accounts Committee in para 13.1 of their above mentioned Report and to say that the Public
Accounts Committee while faking adverse note of the whopping saving of Rs. 44231.22 crore in the
grants pertaining to civil Ministries/Departments for the year 1996-97 has noted that out of (he above
saving, Rs. 29466.03 crore was on account of less drawal of 31 days Treasury Bills. Excluding these
Treasury Bills savings, the effective saving of Rs. 34765.3 3 crore constituted more than two (times the
supplementary grants of Rs.. 7326.86 crore and 3.5 per cent of the total provision of Rs. 420902.71 crore.
The Committee has further observed that there was aggregate savings (both Revenue and Capital Sections)
amounting to Rs. 3 1266.16 crore in the Voted portion mid Rs. 32965 .06 crore in the Charged portion.

2. Taking serious view of this state, of affairs, the Public Accounts Committee has observed that
this indicates the lack of earnestness on the part of Ministries/Departments concerned reflecting on the
injudicious formulation of budget estimates/utilisation of funds, where such savings could have
been significantly reduced, if not avoided altogether, by making realistic budgetary project tons by the
concerned Ministries/Departments.

3. In order, therefore, to avoid this recurring malady, all Ministries/Departments are advised that
existing mechanism of review, monitoring and control should be so geared as to make a
more careful formulation of plan/schemes having regard to ground realities and achievable targets and
also to make realistic assessment of funds. The monitoringmechanism to oversee flow of
expenditure under various schemes should also be lightened in such a way as to keep a monthly watch
over flow of expenditure. In case there is likelihood of any savings, corrective action should be taken
immediately in surrender the saving well in advance as required under Rule 69 of Genera! Financial

Rules.
D‘Q‘MMWF )
(D.Swarup)
Joint Secretary to the Government of India
1, All Ministries/Departments as per standard mailing list.
2, All Secretaries to the Government of India.

3, All Financial Advisers Ministries/ Departments.
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Annex-H
F.No.7(1)/B(D)/2006
Ministry of Finance
Department of Economic Affairs
{Budget Division)
New Delhi, 31st July, 2006.

Office Memorandum

Subject: Public Account Committee (14th Lok Sabha) -Recommendation in Para No. 14
contained in Report No 17- Large-scale Unspent provisions - regarding.

The undersigned is directed to refer to this Department's OM No.7(6)-B(R)/2001 dated 20th July,
2001 issued in the context of the Public Accounts Committee (13th Lok Sabha) in para 13.1 in their 16*
Report, taking adverse note of the large scale unspent provisions of Rs.44,231.22 crore in the Grants/
Appropriations operated by the Civil Ministries/Departments during the year 1996-97 and recommendation
thereon (copy enclosed). Further to that Report the PAC of 14th Lok Sabha has inter-alia recommended
in para 14 of 17th Report that the Ministry of Finance, being the nodal Ministry should impress upon all
the Ministries/Departments to make a thorough study of the cases where large scale (Rs.IOO crore or
more) unspent provisions have occurred and lay down appropriate guidelines for being followed by them
in this regard.

2, . In this context, attention is invited to Department of Expenditure's OM No. F.No. 5(6)/L&C/2006
dated 15t June 2006 regarding updated Scheme of' Integrated Financial Adviser'. Para 9 (i) of the above
mentioned OM enjoins upon Financial Advisors with the assistance of CCAs/CAs the responsibility of
bringing in more analytical inputs" into the budget formulation process to ensure better inter-
se programme/priortization and allocation within budget ceilings based on expenditure profiles of each
programme, assessment of outcomes and current status of projects. Such analysis is envisaged to ensure
a more realistic and efficient deployment of resources, reduce the reliance on supplementaries and
help significantly control injudicious formulation of budget estimates/utilization of funds where
"large savings'/unspent provisions can be reduced if not altogether avoided. Further in order to efficiently
re-deploy the savings anticipated to occur in the financial year, the Financial Advisers are required to
comply with the provisions in Rule 56 of the General Financial Rules 2005 for surrendering the savings to
Government in time as per the dates prescribed by the Ministry of Finance.

3. It is expected that earlier instructions of this Ministry on the need for the individual Departments to
put in place effective mechanism for realistically assessing "their requirement of funds in a way that
would ward off the occurrence of unwarranted surrender of savings at a later date, may have
been implemented by Departments/Ministries concerned. The Public Accounts Committee" (PAC) in
Para 14 of the 17th Report relating to Union Government Appropriation Accounts (Civil) 1996-97 has
observed that "large scale unspent provisions under Grants/Appropriations by the civil Ministries/
Departments have become an almost recurring feature and the position is still to improve. The Committee
are inclined to conclude that the concerned Ministries/Departments have not made any serious attempts
to apply effective corrective measures in accordance with the Committee's recommendations". Therefore,
in compliance with the recommendation made by the PAC in this regard, the Financial Advisers are
requested to carry out a thorough study of the cases/schemes where large-scale unspent provisions
have occurred and take the following appropriate action so as to avoid recurrence of large-scale unspent
provisions in their respective Demands for Grants:

(i) Budget Estimates and Revised Estimates shall be prepared with reference to the measurable/
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monitorable commitments made in the Outcome Budget and fiscal discipline enforced in
implementation of programmes/projects to ensure 'value for money";

(i) Ministries/Departments may)' review the expenditure profile of each major schemes/
programmes at regular intervals and apply the result of such analysis at the time of initial
budget formulation so that a more realistic estimation of expenditure is made;

(i) Ministries/Departments may, after carrying out such review, intimate this Ministry at the time
of finalization of Revised Estimates of the current year the possible savings in their Grant for
re-deployment of resources to other priority sectors;

(iv) In case any savings are identified even after finalization of Revised Estimates of the year,"
surrender of such savings may be intimated to this Ministry immediately;

4, All Ministries/Departments are requested to note the above instructions for strict compliance.

/
(L. M. Vas)

Joint Secretary (Budget)
To,

1. All the Ministries/Departments (as per the standard list).
2. All Secretaries to the Government of India.

3. Financial Advisers of the all Ministries/Departments.
Copy also to: '

(i) All Under Secretaries/Deputy Directors in the Budget Division.
(i) All Section Officers in Budget Division.
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F.No.7(2)/E-Coord/2005
Government of India
Ministry of Finance
Department of Expenditure

*kkk

New Delhi, November 23, 2005
OFFICE MEMORANDUM

Sub: Budget/ Expenditure Management: Economy measures, rationalization of expenditure, and
measures for augmentation of revenues.

Government have decided to introduce certain measures related to the captioned subject. In
partial supersession of this Ministry's OM No.7(5)/E-Coord/2004 dated September 24, 2004 on the subject
cited above, the following modified measures for fiscal prudence and economy are introduced which
shall be strictly observed with immediate effect: -

A. Economy in expenditure

1. The need for avoiding ostentatious expenditure is emphasized upon. Government offices
should be managed with every economy in operating expenses such as maintenance of buildings and
office equipments, lighting, conservancy, stationary and postage etc. Austerity must be reflected in
furnishing of offices/offices at residences also. Expenditure on office expenses, foreign travel, overtime
allowance/honorarium, hiring of vehicles, telephone charges, petrol, oil and lubricants, and seminars/
conferences will, therefore, be restricted in 2005-06 to average of actual expenditure incurred in 2002-
03, 2003-04 and 2004-05 through appropriate economy measures. No re-appropriation of funds to
augment these heads of expenditure would be allowed during the current financial year. The expenditure
limit prescribed for these purposes shall be strictly enforced.

2. Foreign travel should be restricted to unavoidable official engagements, and Cabinet
Secretariat instructions dated 14.9.2005 on the subject particularly the norms of number and
purpose of visits, strictly complied with. Travel abroad of spouses at official expense, where
required for protocol purposes, will be kept to the most minimum and strictly in accordance with the
requirement, with suitable guidelines to be issued by Ministry of Defence/Ministry of Home Affairs
in this regard. There shall, however, be a total ban on foreign travel for Study Tours, Seminars, Workshops
etc., funded by the Government of India except for annual and other formal meetings of bilateral/
multilateral bodies. Size of official delegations, where foreign travel is essential, shall be restricted
to the bare minimum.

3. The air travel, both domestic and overseas, on official account would now be permissible on
airlines other than Air India/Indian Airlines also,, provided the criteria for selecting the alternative
airline for official travel are based on better and more competitive prices being offered by the other
airlines. Various incentive schemes and concessional fares offered by Air India/Indian Airlines will also be
fully utilised to ensure utmost economy in air travel. This would apply both to officials within India and
to officials posted abroad. MEA will also make consequential changes in Rules, in consultation with
DOPT and the Department of Expenditure. General guidelines for domestic overseas air travel would
also be modified accordingly by DOPT and Department of Expenditure.

4. While officials are entitled to various classes of Air Travel depending on seniority etc.,
it is hoped that utmost economy would be observed while exercising the choice, and bookings in the First
Class shouid be eschewed unless considered necessary for protocol purposes. In particular, in
delegations led by Ministers, irrespective of entitlement, no member of the delegation should choose to
travel by a class higher than the one chosen by the Minister.
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5. To curtail the expenditure on telephones, Ministries/Departments would now also be able to avail
of services of providers other than MTNL/BSNL, provided the criteria for selecting the aiternative service
provider are based on better and more competitive rates being offered by the latter.

6. Due economy should be observed in organizing Conferences/Seminars/Workshops etc., with
these being restricted to only those which are absolutely essential. Existing guidelines for holding such
events, and prescribed expenditure ceilings, should be strictly enforced. Where possible and
appropriate, such events/activities, tothe extent deemed essential, be organized under Public
Private Partnership with the partner contributing substantially to the expenditure.

7. Purchase of new vehicles is banned until further orders. Exceptions will be allowed
only in unavoidable cases, including for meeting the operational requirements of Defence Forces
and Central Para Military Forces, with prior concurrence of .the Department of Expenditure,
Ministry of Finance.

8. There shall be a ban on creation of new posts in all Ministries/Departments/Autonomous Institutions
till further orders. Any unavoidable proposals for the creation of posts, including Groups ‘B’, ‘C‘and ‘D'
posts, will continue to be referred to the Ministry of Finance (Department of Expenditure) for approval.
The proposals would necessarily have to be based on 'new organisation’ and accompanied by matching
savings from existing related establishment. Outsourcing of routine services such as cleaning, maintenance,
moving papers/dak etc., may be encouraged.

9. Every Ministry/Department shall undertake a review of all the posts lying vacant for more than
six months in the Ministry/Department and in the Attached and Subordinate Offices, etc., in consultation
with the Ministry of Finance (Department of Expenditure) so as to identify posts which can be abolished.
These reviews must be completed by March 31, 2006 and details of vacant posts In the respective
Ministries and those identified for abolition intimated to the Department of Expenditure immediately
thereafter. Till the review is completed no posts lying vacant for more than six months should be filled up
except with the prior approval of the Ministry of Finance (Department of Expenditure).

10. Implementation of existing instructions of DoP&T OM No.2/8/2001-PIC dated 16.5.2001
concerning 10% cut in posts and abolition of posts lying vacant for more than one year will be
ensured.

11. In respect of provisions regarding deployment of surplus staff, ail efforts will be made for regular
posting of the employees transferred to the Surplus Cell within a period of six months.

12. The transfer policies and the frequency and the periodicity of transfers of officials whether within
the country or overseas shall be reviewed as frequent transfers cause avoidable instability, resulting in
inadequate development of expertise and grasp of the responsibilities, besides resulting in avoidable
expenditure. All Ministries, including Ministry of External Affairs, shall review the policies with a view
to ensuring longer tenures at posting, thereby reducing the expenses on allowances and transfers.

13. Increased use of Information and Communications Technology should be further encouraged,
with a view to ensuring better utilization of resources available with the Government and improved delivery
of public services. Cabinet Secretariat are already monitoring the progress in this behalf.  Departments
will  immediately complete preparing roadmaps of systems' development in this regard, keeping
present and future user requirements in view. Besides, improving quality and efficiency of public
services, this should also bring down the unit cost of delivery of public services. Each department will
identify and shortlist specific areas of cost control by December 31, 2005. Services/Consultancy from
the office of the Chief Adviser (Cost) under the Department of Expenditure would be available to the
Ministries/Departments wishing to take the assistance in undertaking the exercise in this regard.
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B. Observance of discipline in transfers to States, Public Sector Undertakings and Autonomous
Bodies at Central/State/Local level.

14. No amount will be released to any entity (including State Governments), which has
defaulted in furnishing utilization certificates for grants-in-aid released by Central Government in the past
without clearance from the Ministry of Finance. In respect of all grants released priorto  April 1, 2004
two months' notice may be given to the concerned entities to furnish the required utilization certificates,
failing which the amount will be deducted from future releases and credited to government revenue as
"refund of unused grants".

15. Ministries/Departments will not transfer funds under any Plan scheme in relaxation of
conditionalitles attached to such transfers (such as  matching funding). Where a scheme
contemplates a prior determination of each State's entitlement of Central Budget support, the actual
disbursements will be limited to these entitlements. Specifically, it will not be open to any Ministry/
Department to release excess funds to any State by diverting "savings" in respect of another State as the
practice tends to aggravate imbalances.

16. The State Governments will, henceforth, furnish monthly return of Plan expenditure - Central,
Centrally Sponsored or State Plan - to respective Ministries/Departments alongwith a report on
amounts outstanding in their Public Account in respect of Central and Centrally Sponsored Schemes.

C. Encouraging additional revenue and internal resource generation

17. With a view to encouraging greater effort at garnering revenues in the Government, schemes
would be evolved by the revenue generating/earning/collecting Ministries/Departments on the principle
of an amount equal to 1% of the incremental revenue being earmarked as incentive provision in the next
year's budget for enhancing the organisational efficiency, infrastructure and wherewithal. Each department
willing to participate will work out the details of relevant schemes based on this principle of enhanced
provisions-for augmenting operational efficiency arising out of the incremental revenues earned beyond
the budget targets, and submit for the approval of the competent authority and the Ministry of Finance
(Department of Expenditure) by December 31, 2005. Similarly, schemes would also be considered for
achieving economy in expenditure against an identified benchmark.

18. With a view to reducing dependence of autonomous bodies on budgetary support and set them
on a course of greater self-reliance, the general-purpose deficit grants in 2005-06 will be reduced to 95%
of actual amount of average of such grants given in 2002-03, 2003-04 and 2004-05. In 2006-07, these
will be further reduced to the ieve! of 90%. This reduction will not apply for grants given for a
specific project.

D. Returns on investment by Government and non-tax receipts.

19. All  profit-making Public Sector Enterprises (PSEs), which are essentially commercial
enterprises, subject to specific guidelines issued from time to time, will declare a minimum dividend on
equity of 20 percent ora minimum dividend pay out of 20% of post-tax profits, whichever is higher,
subject to availability of disposable profits. In respect of OH, Petroleum, Chemical and other
infrastructure sectors this amount would be 30%. Besides profit making companies with large cash
surpluses and without firm plans for reinvestment shalf declare special dividends. PSEs having large
cash/free reserves and sustainable profitability will issue bonus shares. Companies with high market
price of shares will consider stock splits.

20. Profit making Joint Venture companies would also normally give a minimum dividend of 20% or
30% on equity depending on the sector as mentioned in the previous para.
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21. Other non-tax receipts, including applicable user charges, shall be collected fully without fail, and
also reviewed to aim at recovering at least the cost of the service. Each Ministry/Department will review
user charges, licence fees, service charges, fees charged for products sold by them, documents, forms
of various kinds and the like, applicable to all organizations under them.

22. Timely repayment of loans provided by the Government to the PSEs and due payment of fees/
charges on Government Guarantees will be ensured through effective monitoring by Ministries/
Departments.

E. Budget formulation and implementation

23. All on-going programmes and schemes, both Plan and non-Plan, will be carefully reviewed,
scrutinized and evaluated to determine their continued relevance. This exercise shall be taken up
immediately and completed by December 31, 2005. Planning Commission have already initiated the
process in respect of the Plan Schemes.

24. Budget Estimates and Revised Estimates shall be prepared with reference to the commitments
made in the Outcome Budget and fiscal discipline enforced in implementation of programmes/projects to
ensure 'value for money'.

25. Deviations of expenditure from the prescribed budgetary ceilings shall not be permitted. It must
also be ensured that no fresh financial commitments are made on items which are not provided for in the
budget approved by the Parliament. The administrative Ministries/Departments will be fully accountable
for unauthorized expenditure over and above the appropriations.

26. The instances of incurring or committing expenditure in a particular year and postponing
the actual payment of bills to the subsequent financial year are improper, and must be discontinued
forthwith.

27. Budget formulation should lay greater emphasis on explicit recognition of the revenue constraints
and a realistic projection of the budgetary allocations required for various projects/schemes ahd there
must be strict and rigid adherence to budgetary ceilings. All procedures laid down for approving and for
incurring expenditure on schemes both Plan and Non-Plan will be followed scrupulously.

28. Each Ministry/Department would be expected to keep an account of the financial yields of the
above mentioned measures implemented in the Ministry/Department. Financial Advisers will monitor
the progress in this regard and will bring the progress/bottlenecks to the note of the Secretaries
concerned on monthly basis. The results will also find mention in their monthly D.O. report to Secretary

(Expenditure).
(Adarsh Kishore)
Secretary to the Government of India
To
1. All Secretaries to the Government of India (By name)

2. All FAs (By Name)
3. All Heads of Public Sector Enterprises.
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No. 7 (3) E-Coord./2006
Ministry of Finance
Department of Economic Affairs

New Delhi, the 22" July, 2006.
OFFICE MEMORANDUM

Subject: Expenditure Management- Economy Measures, Rationalization of Expenditure and
Measures for Augmentation of Revenues.

1. Background

1.1 With a view to containing non-developmental expenditure, and thereby releasing additional
resources for meeting the objectives of priority schemes, particularly under the NCMP, Ministry of Finance
has been issuing guidelines on ’Austerity Measures’ in the Government from time to time. Such measures
are intended at promoting fiscal discipline, without restricting operational efficiency of the Government.
Last such instructions were issued vide OM No.7(2}/E,Coord/2005 on November 23, 2005.

1.2 Now, due to unforeseen developments resulting in additional demands which have been made
post budget on the Central exchequer, it has become imperative to curtail and rationalize Government
expenditure, and in particular, to avoid ostentatious and superfluous expenditure. Economy measures
are called for, inter alia, in day to day planning and functioning of the Government, in observance of
discipline in the fiscal transfer to States, Public Sector Undertakings etc., and augmentation of revenues.
With these objectives in view, the following additional guidelines are issued regarding austerity measures
with immediate effect as enumerated in the succeeding paragraphs.

21 5% mandatory cut on non-Plan expenditure.

For the year 2006-07, every Ministry/Department shall make a mandatory 5% cut on non-Plan expenditure
excluding interest payment, repayment of debt, Defence capital, salaries, pension and the Finance
Commission grants to the States. No re-appropriation of funds to augment the non-Plan heads of
expenditure shall be allowed during the current financial year. Financial Advisers shall review implementation
of this cut on quarterly basis and report to the administrative Secretary and the Minister and the Department
of Expenditure.

2.2 Economy Measures

Various Government offices under Central Government shall make every effort to avoid ostentatious and
unnecessary expenditure. Day to day functioning of Government offices shall be managed with utmost
economy in operating expenses such as maintenance of buildings, office equipments, transport,
communication, conservancy, stationery, furniture, hospitality and furnishings at the offices/offices at
residences.

2.3 Vehicles

No new vehicles shall be purchased even for replacement of condemned vehicles. The requirement of
vehicles shall be met through hiring on medium term basis excepting in the Armed Forces etc. where the
scope for hiring of vehicles is limited. There shall not be any fresh appointment of drivers. Excess drivers
in any Ministry/Department shall be either sent to the Surplus Cell or else utilized by hiring of vehicles
without drivers. Purchase of new vehicles shall only be permitted in respect of new organizations and that
too at the senior most levels in such organizations.
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24 Telephone

The norms for usage of telephone at offices, residence and cellphone are already in place. All the offices
in Government of India shall adhere to these norms and excess expenditure over and above the norms
shall be borne by the individual users.

2.5. Seminars and Conferences

Utmost economy would be observed in organizing Conferences/Seminars/ Workshops. The prescribed
expenditure limit with respect to these should be strictly enforced. Only such Conferences/ Seminars/
Workshops, which are absolutely necessary, should be held. Holding of exhibitions/seminar/conferences
abroad is strongly discouraged, except in the case of exhibitions for trade promotion.

2.6 Ban on creation of Plan and non-Plan posts

2.6.1 The existing ban on creation of posts should be enforced strictly. Any unavoidable proposal for
creation of Pian/non-Pian posts, including Group A, B, C and D posts, shall continue to be referred to the
Ministry of Finance (Department of Expenditure) for approval. In such unavoidable proposals, creation of
post should invariably have a support of matching financial saving by adjustment, by abolition or keeping
in abeyance of post(s) from the establishment strength of the Ministry / Department. DoPT’s extant O.M.
No. 2/8/2001-P1C dated May 16, 2001 regarding optimization would continue to be in force and shall be
strictly adhered to.

2.6.2 Every Ministry/Department shall undertake a review of all the posts in the Ministry/Department
and in the attached and subordinate offices and make available the outcome of such review and full
details of vacant posts to the Department of Expenditure in a time bound manner. The posts that have
remained vacant for more ‘than a year shall not be revived except under very rare circumstances, after
seeking clearance of the Department of Expenditure.

2.7 Foreign Travel

There is a need to prune down expenditure on foreign travel. It would be the responsibility of Secretary of
each Ministry/Department to ensure that foreign travel is restricted to most necessary and unavoidable
official engagements and extant instructions with respect to foreign deputation are strictly adhered to.
Following instructions with respect to foreign travel would need to be strictly adhered to:

(i) No proposal for participation in workshop/conference/seminar/ presentation of papers abroad at
Government cost shall be entertained. With respect to these, only those proposals which are
100% funded by sponsoring agencies may be considered keeping in view the public interest and
Government business at home.

(i) No officer should undertake more than 4 official visits abroad in a year. If in certain Ministries,
nature of work demands a larger number of visits, a calendar of visits for the entire year would be
prepared as far as possible, and visits should be prioritized. The proposal relating to the visits
exceeding the fourth by an officer, detailed justification would need to be taken and such visit
would be allowed in more exceptional cases.

(iii) The number of ‘goodwill visits’ is to be severely restricted except under extraordinary circumstances.
Such restriction will not apply to ‘goodwill visits’ undertaken by the President, Vice-President,
Prime Minister, Speaker of the Lok Sabha and members /of the higher Judiciary.

(iv) The size of the official delegation where foreign travel is essential will be restricted to the bare
minimum. Normally a visit shall not exceed 5 days.
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2.8 Transfer Policy

The transfer policies and the frequency and the periodicity of transfers of officials, whether within the
country or overseas, shall be reviewed as frequent transfers cause avoidable instability, resulting in
inadequate development of expertise and grasp of the responsibilities, besides resulting in avoidable
expenditure. All Ministries, including Ministry of External Affairs, shall review the policies with a view to
ensuring reasonable tenures at posting within the overall policy framework, thereby reducing the expenses
on allowance and transfers.

29 Use of information & Communication Technology

Increased use of Information and Communications Technology should be further encouraged, with a
view to ensuring better utilization of resources available with the Government and improved delivery of
public services. Cabinet Secretariat is already monitoring the progress in this behalf. Ministries/Departments
will immediately complete preparing roadmaps of systems development in this regard, keeping present
and future user requirements in view. AN Ministries/Departments shall introduce e-procurement to reduce
cost and improve deficiency in procurement. Similarly, the Ministries/Departments shall also encourage
and ensure payments through e-payment mechanism by way of direct transfer to beneficiary account.

210 Advances for Schemes/Projects

It has been observed that a large number of Government agencies viz. Autonomous bodies/PSUs tend to
have large cash balances, mainly contributed by advance payments from Ministries/Departments of the
Government. Rule 159(1) of GFR, 2005 deals with advance payments. With reference to that Rule, it is
advised that all advance payments to implementing agencies for any scheme/project/acquisition
shall be limited upto 10% of the approved financial outlay in the current fiscal year. Subsequent payments
should be strictly related to deliverables/milestones. This restriction shall be applicable in the case where
expenditure is effected through a contract. Advances to grant-in-aid to institutions shall be kept out of the
ambit of this restriction.

3. Formulation of schemes and their implementation

3.1 Eleventh Five Year Pian is to commence from April 1, 2007. Therefore, it is imperative that all
ongoing schemes, both Plan and non-Plan, *are carefully scrutinized and evaluated to determine their
continued relevance. The Ministries/ Departments in conjunction with Planning Commission shall undertake
this exercise immediately and determine as to which schemes and projects have outlived their relevance/
utility/effectiveness. The resultant release of funds should become available to the Ministries for
augmentation of provisions for effective and efficacious schemes.

3.2 While formulating new schemes, better service levels for the targeted beneficiaries, need for
improvements in service delivery and the control of wastage in running programmes should invariably be
factored in and considered by the appraising agency responsible for its pre-sanction appraisal. The on-
going schemes may also be reviewed keeping this objective in view.

3.3 Additional expenditure over and above the prescribed approved ceilings for individual schemes
shall not be permitted. Ministries/Departments should also ensure that no fresh financial commitments
are made, which are not provided for in the Budget approved by the Parliament. In case a Ministry/
Department wishes to extend a scheme beyond approved outlay or seek additional allocations, it will
have to indicate matching savings from some other schemes/projects under the relevant budget ‘Demand’
under its administrative control.
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3.4 While formulating budget proposals, the Ministries/Departments should lay greater emphasis on
explicit recognition of revenue constraints and should make only a realistic projection of budgetary
provisions required for various projects/schemes. All procedures laid down for approving for releasing
and for incurring expenditure on schemes, both Plan and non-Plan, should be followed scrupulously and
without any deviation.

3.5 Each Ministry/Department would be expected to keep an account of the savings resulting from
the above-mentioned measures implemented in the Ministry/Department Secretaries to Government and
Financial Advisers will monitor the progress in this regard and will bring’ the progress/bottlenecks to the
notice of the Ministers-in-charge as well as the Ministry of Finance.

3.6 Ail Ministries/ Departments should ensure that any scheme proposed by them is commercially
viable and carries an internal rate of return not less than the rate prescribed. Wherever such returns are
not prescribed, the overall cost benefit of the scheme should be assessed in qualitative terms. Only those
schemes should be taken up in which a positive cost benefit ratio is clearly manifest.

3.7 Strict monitoring and fixing of accountability for delays in the implementation of schemes and
projects that lead to major cost overrun and revised estimates, should be established.

4, Observance of discipline in fiscal transfers to States, Public Sector Undertakings and
Autonomous Bodies at Central/State/Local level

4.1 No amount will be released to any entity (including State Governments), which has defaulted in
furnishing utilization certificates for grants-in-aid released by Centra! Government in the past without
clearance from the Ministry of Finance.

4.2 Ministries/Departments will not transfer funds under any Plan schemes in relaxation of
conditionalities attached to such transfers (such as matching funding). Where a scheme contemplates a
prior determination of each State’s entitlement to Central Budget and support, the actual disbursements
will be limited to these entitlements. Specifically, it will not be open to any Ministry/Department to release
excess funds to any State by diverting “savings” in respect of another State as the practice tends to
aggravate imbalances.

4.3 The State Governments are required to furnish monthly returns of Plan expenditure - Central,
Centrally Sponsored or State Plan - to respective Ministries/ Departments along with a report on amounts
outstanding in their Public Account in respect of Central and Centrally Sponsored Schemes. This may be
scrupulously

5. Encouraging additional revenue, internal resource generation and cost reduction

5.1 With a view to encouraging greater effort at garnering revenues to the Government, schemes
would be evolved by the revenue generating/earning/ collecting Ministries/Departments on the principle
of an amount equal to 1% of the incremental revenue being earmarked as incentive provision in the next
year’s budget for enhancing the organizational efficiency, infrastructure and wherewithal. Each department
willing to participate will work out the details of relevant schemes based on this principle of enhanced
provisions for augmenting operational efficiency arising out of the incremental revenues earned beyond
the budget targets, and submit for the approval of the competent authority and the Ministry of Finance
(Department of Expenditure) by December 31, 2006. Similarly, schemes would also be considered for
achieving economy in expenditure against an identified benchmark.
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5.2 In view of the large scale borrowing by Food Corporation of India, Department of Food shall, with
the help of Ministry of Finance, make every endeavour to reduce interest cost either by borrowing at
competitive rates or accessing credit through alternative mechanisms.

5.3 Department of Food shall further take up with all the States concerned the necessary measures
so that procurement of food is completely exempt from local taxes and levies.

6. Compliance

Secretaries of the Ministries/Departments being the Chief Accounting Authorities as per Rule 64 of GFR
shall be fully charged with the responsibility of ensuring compliance of the measures outlined at paras 2
to 5 above and send to the Department of Expenditure a monitoring report regarding the impact of steps
taken in respect of economy measures, the rationalization of expenditure and augmentation of revenues.

Financial Advisers shall assist respective Departments in securing compliance to these measures and
also submit overall report to the Minister-in-charge and to the Ministry of Finance on a quarterly basis
regarding various actions that need to be taken on these measures.

Ade v
(Adarsh Kishore)

Finance Secretary

All Secretaries to the Government of India

Copy to the:-

Cabinet Secretary, Secretary to the Prime Minister,
Member Secretary, Planning Commission,
Financial Advisers
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F. No.7(3)/E. Coord./2006
Ministry of Finance
Department of Expenditure
Policy & Coordination Wing
New Delhi, the 8" August 2006.

OFFICE MEMORANDUM

Subject: Expenditure Management - ensuring even flow of expenditure and

observance of conditions for release of funds

3. Attention is invited to paragraphs 14-16 of This Department's OM no. F.. No.7(2)/E. Coord./
2005 dt November 23, 2005 and Paragraph 4 of the OM no.7(3)/E. Coord./2006 dated July 22, 2006
regarding oobservance of discipline in release of funds.

4. After a review of pace of expenditure, it has been decided to implement the above as foliows:-

a)

b)

f)
¢))

h)

As already prescribed, no further releases be made until ail the utilization certificates, which
have fallen due to the concerned Ministry/Department, have been received,

The existing guidelines providing for releases of funds to States under certain schemes in
two instalments may be reviewed immediately. The second instalment amount could be
further sub-divided according to the seasonally of the programme, and, of course, subject to the
furnishing of utilization certification.

The unspent balances available with the States and implementing agencies must be taken into
account before further releases are made.

No further transfers be made to a Reserve Fund until unspent balances in the Fund have been
utilized.

The sanction for payment must clearly specify either that the payee has no utilization certificates
as due for rendition under the Rules under any scheme of the Ministry/Department,
or that the payment has been authorized by D/o Expenditure.

For any deviation from the above, the case should be referred to the D/o Expenditure.

The Chief Controller of Accounts must ensure compliance to the above as part of pre-payment
scrutiny.

A report on cases of deviations may be included in the quarterly report to be sent by the Financial

Advisers, as contemplated in paragraph 6 of the OM no. 7(3)/E. Coord./2006 dated July 22,
2006.

.":.d‘___I o

(Dr.S.C. Pandey)
Officer on Special Duty
(Policy & Co-ordination)
2309-3457

All Financial Advisers
Ail Chief Controllers of Accounts/Controllers of Accounts

Copy for information to;-.
PS to Finance Minister/Finance Secretary/Controller General of Accounts
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F. No.15(4)/B(D)/2003
Ministry of Finance
Department of Economic Affairs
(Budget Division)

New Delhi, the 9™ July 2003.

OFFICE MEMORANDUM

Subject: Opening of detailed head “Information Technology” under six level heads
classification in Detailed Demands for Grants of the Ministries/Departments.

In pursuance of the recommendation of High Powered Committee for improving administrative effi-
ciency for earmarking an amount exceeding 2-3 per cent of Ministries/Departments’ budget for initiatives
relating to furthering the use of Information Technology, including training, acquisition of hardware, soft-
ware as well as development “and maintenance of software etc., Planning Commission had vide their
D.O. No. H-11016/32/97-PC dated 24.4.1998 and D.O. No. N-11016/8/2000-PC dated 23.10.2000 di-
rected all Ministries/Departments to locate the required amount for information Technology. Ministry of
Finance, Department of Expenditure had also issued a circular F.No. 10/3/E.Coord/99 dated 9.11.1999
reiterating the same, with the specific instructions to ail Financial Advisers that a separate budget head be
indicated for the purpose.

2. At present no specific object head for booking of expenditure for “Information
Technology” exists in DFPRs. To ensure common standardization of heads of
classification and to facilitate the monitoring of expenditure incurred by various
Ministries/Departments, on “information Technology”, it fras been decided in

consultation with Controller General of Accounts and Department of Expenditure, to
place “Information Technology” at ‘detailed head' level at the fifth level of classification
in Detailed Demands for Grants. A standard computer code, i.e. “99” has been allotted
against  “information Technology” to serve the purpose of consolidating the
expenditure incurred by a Ministry/Department on the same.

3. This issues with the approval of Additional Secretary(Budget).

IR

(Jdyant Sirfia)
Deputy Secfetary to the Govt. of India

TO

All Financial Advisers of Ministries/Departments.

Chief Controller of Accounts of Ministries and Departments.
Comptroller & Auditor General of India, New Delhi.
Controller General of Accounts, New Delhi.

Director of Audit, Central Revenues, New Delhi.

agrON -~
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Annex-M
F. No.21(1)/-PD/2005
Government of India
Ministry of Finance

Department of Economic Affairs
(Budget Division)
Room No. 168A, North Block,
New Delhi, dated December 27, 2006

OFFICE MEMORANDUM

Subject: Cash management system in Central Government — modified exchequer
control based expenditure management and restrictions on expenditure during
the last quarter of the financial year.

The undersigned is directed to refer to Office Memorandum of even number dated January 10,
2006 regarding introduction of exchequer control based expenditure witli effect from April 1, 2006.

2. Based on the working of the scheme, it has been decided to expand and modify
the Scheme as detailed below.
3. The Modified Cash Management System seeks to achieve, inter alia, the

following objectives -

(i)  Obtain greater evenness in the budgeted expenditure within the financial year, especially in
respect ofitems entailing large sums of advance releases and transfers to corpus funds.

(i)  Reduce rush of expenditure during the last quarter, especially the last month of the financial
year.

(ili)  Reduce tendency of parking of funds.
(iv)  Effectively monitor the expenditure pattern.
(v)  Better planning of Indicative Market Borrowing Calendar of the Central Government.

4. The Scheme shall apply in respect of 23 Demand for Grants listed in Annex I,
including 9 to which the Scheme is being extended with effect from financial year 2007-08.

5. Financial Advisor would be responsible for the implementation of the modified
expenditure management system. He/she may nominate a nodal officer for the purpose.

6. In respect of each Demand for Grant, Monthly Expenditure Plan (separately for
Plan and Non-Plan Expenditure) [MEP] would be worked out and included as an annex
to the Detailed Demand for Grant in respect of the said Demand for Grant. Suggested
formatis at Annex-Il.

7. MEP would form the basis of Quarterly Expenditure Allocations [QEA]. The
Department/Ministries concerned may not issue cheques beyond the Quarterly
Expenditure Allocation [which would be equal to the sum of provisions under Monthly
Expenditure Plan], without prior consent of Ministry of Finance [Cash Management Cell,
Budget Division].

8. The MEP may be finalized taking into account the following -

(@) MEP for the month of March may not exceed 15 per cent of the budgeted
provision [Budget Estimate];
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(b) MEP for the months of January-March may be so fixed that the QEA for the
last quarter may not exceed 33 per cent of the budgeted provision; and

(c) The extant guidelines of Ministry of Finance, Department of Expenditure,
including D.0O.No.7(3)/2006/E.Coord, dated December 21, 2006.

9. The exchequer control would apply cumulatively at the Demand for Grants level
only, i.e. inter se variations between months within a quarter, between plan and non-plan
and between schemes would be permissible, subject to statutory restrictions and extant
guidelines.

10. Savings, if any, incurred under the Quarterly Expenditure Allocations would not
be available for automatic carry forward to the next quarter. The Department/Ministry
may, however, approach Ministry of Finance for revalidation of such savings through
modification in the Monthly Expenditure Plan and thereby Quarterly Expenditure
Allocation. Spill over in respect of Monthly Expenditure Plan, not inconsistent with
Quarterly Expenditure Allocation would not require prior revalidation from
Ministry of Finance but may be included in the quarterly modification.

11 Ministry of Finance would consider such requests for revalidation within a period
of 15 days of receipt of such request, failing which the request for revalidation would be
deemed to have been granted.

12 The Monthly Expenditure Plan and Quarterly Expenditure Allocations pertaining
to the 4t .quarter of the financial year would be subsumed in the fmalization of Revised
Estimate for the financial year.

13 The Monthly Expenditure Plan and Quarterly Expenditure Allocations may be
made in gross terms.

14 In addition to the above, it is advised that even in respect of Demand for Grants
not covered by the modified exchequer management system, the expenditure in the last
quarter of the financial year may not exceed 33 per cent of the Budget allocation for the
Demand for Grants. However, in the event of Revised Estimates being fixed lower than
the Budget Estimate, actual expenditure may be kept within the Revised Estimate.

It is clarified that the above provision shall apply in the current financial year as well.

15 This Office Memorandum supersedes the Office Memorandum of even number
dated January 10, 2006.

16 Receipt of this Office Memorandum may kindly be acknowledged.

Utz

(V.S.Chauhan)
OSD (Budget)
E mail phauhan(a),nic.in
To

All Financial Advisors.

Principal Director, O/o Comptroller and Auditor General of India.
Joint Controller General of Accounts.

All Directors/OSD/ABO/US/DD/Section Officers in Budget Division.
NIC, Ministry of Finance.

gD~
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Annex -|
SI.No. | Demand No Name of the Ministry/Department
3. 1 Department of Agriculture and Cooperation
2. 2 Department of Agricultural Research and Education
3. 8 Department of Fertilisers
4. 1" Department of Commerce
5. 14 Department of Telecommunications
6. 18 Department of Food and Public Distribution
7. 31 Ministry of External Affairs
8. 32 Department of Economic Affairs
9. 41 Indian Audit and Accounts Department
10. 42 Department of Revenue
1. 43 Direct Taxes
12. 44 Indirect Taxes
13. 47 Department of Health & Family Welfare
14. 57 Department of School Education and Literacy
15. 58 Department of Higher Education
16. 68 Ministry of Panchayati Raj
17. 4l Ministry of Petroleum and Natural Gas
18. 73 Ministry of Power
19. 79 Department of Rural Development
20. 86 Department of Road Transport and Highways
21. 92 Ministry of Textiles
22. 100 Department of Urban Development
23. 104 Ministry of Women & Child Development
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Annex-Il

Month

Plan

Non Plan

Total

Cumulative - Total

April

May

June

July

August

September

October

November

December

January

February

March

Total
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D.0.No.7(3)/2006/E.Coord

afa
g faam
fa w=rer™
YR AIBR

SECRETARY
DEPARTMENT OF EXPENDITURE
MINISTRY OF FINANCE
GOVERNMENT OF INDIA

Dr. Sanjiv Misra A5 facett INew Delhi
Tel. : 23092929
23092663

Fax : 23092546

December 21, 2006.

Dear Secretary,

| write to highlight some of the important initiatives taken for improvement in
public expenditure management and also to share the concerns and priorities that fie
ahead in this direction.

0 Revised Charter for Financial Advisers and (Chief) Controllers of Accounts was
issued vide OM no. 5(6)/L&C/2006 dated June 1. 2006 with a view to redefine their
role, responsibilities and accountability, authority and facilitate capacity-building.

Q Economy instructions were issued vide No. 7(3) /2006 / E-Coord dt July 22,
2006, followed by suppiementaries /clarifications vide OM No. 7(3) /2006 / E-Coord
dated August 8. 2006: OM No. 23(2) /2006 / E-Coord dated August 18.2006. October
30. 2006 (Pt I, 11 & 11I) and OM No. 7(3) /2006 / E-Coord dt December 7. 2006.

0 Manuals on ‘Works’, ‘Consultancy’ and ‘Goods’ have been finalized and circulated
to all Ministries/Departments. (August 31, 2006 and November 7, 2006)

o] The Finance Secretary impressed upon the need of strengthening Internal Audit
in the Ministries/Departments, vide his D.O letter no. 3(11)/06 (L&C) dated September
4. 2006 and the C&AG of India was requested to constitute a Task Force to benchmark
the status of internal audit and suggest roadmap of reforms. The report of the Task
Force has recently been received.

o] Revised guidelines were issued for preparation of Outcome Budget 2007-08
vide OM no. F. No.2(l)Pers/E-Coord/OB/2005 dated December 12. 2006 merging the
performance budget and the outcome budget into a single document; requiring the
Ministries to link release of funds with progress in achieving monitorable physical
progress and putting in place formal monitoring mechanisms to monitor progress against
commitments made in the Outcome Budget.

2. During pre-Budget meetings, the need of observance of 33% ceiling on
expenditure during the last quarter; reduction in unspent balances and outstanding
utilization certificates; and observance of conditionalities, rules and procedures in
incurring expenditure has been repeatedly emphasized. While the follow up action on
the above will continue, it is felt that the following initiatives should be taken at the
earliest.
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3. Further modernization of financial management system should be given a high
priority, considering the increased level of public expenditure in a decentralized manner.
The Financial Advisers should pro-actively review the status of e- banking and e-
procurement in the respective Ministries/Departments and apprise us on the achievements
thereon.

4. Sound expenditure management begins with control and monitoring of commitments
to expenditures. Ministries/Departments may consider  putting reporting
systems in place to give the Secretary a regular feedback on build-up of commitments
such as the following: (We look forward to specific suggestions in other areas-where
formal systems of commitment tracking may be intromiced.)

(i) Unpaid bills for goods/services received.
(ii) Un-discharged liability under contracts that prevents space for taking up new activities,

(iii) Carry forward liability of funds requirements to complete on-going works that would be a
priority charge on future budgets and would reduce the scope of undertaking new projects.

5. Avoidance of rush of expenditure towards the end of the financial year continues to
be an area of concern. Presently, not more than one-third of the Budget Estimates may be
spent in the last quarter of the financial year. It is considered necessary to fine tune this
further for controlling expenditure in the last month of the year. Accordingly, it is being
stipulated that during the month of March, the expenditure should be limited to 15%
of the Budget Estimates. Detailed instructions are being issued by the Budget Division.
All the Ministries/Departments would be required to adhere to these guidelines.

6. It is necessary to ensure that as far as practicable the cheques issued in a financial
year are encashed within the financial year. Further, all cheques / bank drafts should be
delivered to the payees or dispatched on or before 31t March. Exact measures to be taken
may be decided locally. These may include a combination of (a) surrender of
chequebooks; (b) certified reports to be given to higher authorities by 31t March on last
cheque/draft issuedydispatched/delivered; and (c) a ban on issue of cheques on 31t March.
It is expected that use of cheques should in any case decline, with increasing resort to
electronic transfer of funds to payees. The Ministries/Departments are advised to review
their payment systems with these considerations in mind and have appropriate internal
checks in place.

7. It is also considered desirable that in the last month of the year, payments
may be made only for the goods and services actually procured and forreimbursement
of expenditure already incurred. Hence, no amount should be released in advance (in the last
month) with the exception of the following:

(i) Advance payments to contractors under terms of duly executed contracts as the Government
would not renege on its legal, contractual obligations,

(ii) Any loans or advances to Government servants etc. or private individuals as a measure of
relief and rehabilitation as per service conditions or on compassionate grounds.

(iii) Any other exceptional case with the approval of the Financial Adviser. However, a list of such
cases may be sent by the FA to the Department of Expenditure by 30" April for information.
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8. Considering substantial improvement in the ways and means position of the~States
and the pressing need to reduce the prevalence of unspent balances, regular recipients of
Central budgetary support may be encouraged to switch over to claiming frequent
reimbursement. To assist them, a. rolling advance may be initially given. We would
liberally support pilot projects and selected schemes for coverage under such
reimbursement-based financing system.

9. It has been observed that with convergence and consolidation of Government
intervention into major programmes, budget outlays for these have increased substantially.
However, the schemes guidelines and practices regaraing release of funds have not been
modified to allow for more staggered releases. This results in uneven flow and front-
loading of expenditures. Ministries/Departments should review existing arrangements in
this regard and ensure that wherever schemes entail advance releases, aad budget
allocations are large, such advances should appropriately be released in at least four
installments during the year subject also to fulfillment of the conditionalities attached
to the further release of such funds. This norm will be applicable with effect from
2007-08. Particular attention is invited to stipulations contained in the ‘Outcome Budget
circular’ (OM no.” F. No.2(l)Pers/E-Coord/OB/2005 dated December 12, 2006)
requiring the Ministries to link release of funds with progress in achieving monitorable
physical progress against commitments made in the Outcome Budget.

Yours sincerely,
- J
- Fi I

| I I e —
A AN AT
L]

(Sanjiv Misra)

All Secretaries.

Copy to:
All Financial Advisers.
AH Chief Controllers of Accounts/Controller of Accounts

(S.C Pandey)

Officer on Special Duty
(Policy & Coordination)
2309-3457
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Annex-N
NO.F.12[20]-B [SD]/2002
MINISTRY OF FINANCE
DEPARTMENT OF ECONOMIC AFFAIRS
[BUDGET DIVISION]

Office Memorandum

New Delhi,.the 16* October, 2003

Subject:- Government Guarantees - Preparation of Database.

The enactment of the Fisca] Responsibility & Budget Management Act, 2003 has re-emphasised
the need for effecting measures towards fiscal adjustment and consolidation together with the need
for greater transparency in the fiscal process. The C&AG of India has also established the Government
Accounting Standards Advisory Board (GASAE) for the Union and the States with a view to establishing
and improving standards of governmental accounting and financial reporting and enhance
accountability mechanism. As part of the effort of the government to address a range of fiscal issues
as also to provide uniform and complete disclosure it has been decided to review the existing reporting
methodology with regard to government guarantees.

2. It is accordingly requested that in order to create a database, information in the enclosed
proforma (Annexure-1T) may be furnished to this Ministry in resp&ct of the cases, under your ministry.
The information may be furnished after, thoroughly scrutinising each case and with the approval of
the Financial Advisor so that correctness of the information furnished is ensured.

3. It would be seen that the proforma enclosed, inter alia, provides for’classification
of the guarantees in terms of class and sectors vide Col. 7 and 8. Class and sectors have
been listed in Annexure | for guidance and ready reference. While filling the proforma

the sectors to which guarantee is provided may be indicated in full. In case of the class
only the legend as indicated against each class may be used. %

4. It is further requested that the information may be furnished immediately in the
first instance and thereafter the information ma; be furnished quarterly as is the normal
practice. In cases of guarantees where the data undergoes a change from the previous
quarter, the same may be suitably highlighted in the forwarding letter.

|

(dyant Simfha)
Deputy Secretary(Budget)

To

All Financial Advisor and Controller Aid Accounts & Audit.

Copy to:-

1. All Director & Dy. Secretaries, Budget Division.
2. All Under Secretarjes/Dy. Director, Budget Division.



75

GUARANTEE-CLASS

Vi.

Vii.

Viii.

Guarantees given to the RBI, other banks and industrial
and financial institutions for repayment of principal and
payment of interest, cash credit facility, financing seasonal
agricultural operations and/or for providing working capital

to companies, corporations and cooperative societies and banks;

Guarantees given for repayment of share capital, payment

of minimum annual dividend and repayment of bonds/loans,
debentures issued/raised by the statutory corporations and
financial institutions;

Guarantees given in pursuance of agreements entered into
by the Government of India with international financial
institutions, foreign lending agencies, foreign governments
contractors, supplier, consultants, etc., towards repayment of
principal , of interest/Commitmerit charges on loans, etc.,

and/ or for payment against supplies of material and equipment;

Counter-guarantees to banks in consideration of the banks
Having issued letters of credit/authority to foreign suppliers
for supplies made/services rendered ;

Guarantees given to Railways/State Electricity Boards
and other entities for due and punctual Payment of dues
by companies/Corporation.

Performance guarantees given for fulfiiment of contracts/
projects awarded to Indian companies in foreign countries;

Performance guarantees given for fulfiiment of contracts/
projects awarded lo foreign companies in foreign countries.

Any others

GUARANTEE - SECTORS

Vi.

Vi.

Power

Cooperati ve

Irrigation

%Roads & Transport;

Urban Development & Housing
Other Infrastructure;

Any other.

Annex-I

[A]

[B]

[C]

[D]

[E]

[F]

[G]

[H]
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Annex-0O

F.No.F7(3)-B(D)/2003
Ministry of Finance.
(Budget Division)

New Delhi, the 26" April, 2005
OFFICE MEMORANDUM

Subject: Preparation of Asset Register, as required under the Fiscal Responsibility and Budget

1.

Management Rules, 2004

As the Ministries of Agriculture etc. are aware, an Asset Register isrequired to be maintained m
prescribed format under the FiscaL Responsibility and Budget Management Rules, 2004 in
order that appropriate disclosure about the position of assets may be made in the Budget 2006-07
onwards . The format of the disclosure statement is enclosed for ready reference. It is requested
that necessary action may please be taken to prepare the asset register showing the status as on
31 March, 2005. The following clarifications may please be noted to facilitate this task

¢ The Asset Register is required to be prepared only in respect of assets owned by the Central
Government. This would by implication exclude the assets belonging to autonomous bodies
and public sector undertakings even though the assets were created with the financing support
provided by the central government by way of grants-in-aid.

¢ The financing by way of loans end equity investment will, however, be shown as the financial
assets of the Central government for which detailed accounts are being maintained by
the concerned Accounts Officers.

¢ The exercise to prepare the Asset Register is expected to be completed in-house, without
hiring any outside professionals because the information as to be compiled based on the book
value of assets that should be available in the accounts and departmental records. No
assessment of current market value is required to be done. Similarly, no adjustment need
necessarily be done for depreciation of assets.

¢ The Departmental Estates Officers may provide the information in respect of government lands
and buildings under their charge. In respect of such government lands and buildings where the
Estates management is not directly, being handled by the particular Ministry/Department, the
information to complete the asset register will be centrally collected from the Central Public
Works Department. CPWD may send the information to concerned Ministries/Deportments
for cross checking and verification before finalization and intimation to us.

¢ Itwould be desirable to have an exhaustive inventory of assets with full reconciliation of physical
balances with the financial accounts as early as possible. However, pending full reconciliation,
it would be helpful if initially the opening balances, say as on 1st April, 2004 or before as
administrative expedient, are taken from financial records and subsequent acquisition/disposals
of assets are fully accounted for both physically and financially.

It may be helpful to utilize this exercise as an opportunity to have a proper stock-taking of departmental
assets and to keep suitable explanatory remarks on the present state of the economic life of asset, its
current usage, potential for better alternative uses, disposal options so that there is improved asset
management by drawing attention to optimum utilization, maintenance and accounting of assets.

rr‘-. &
R

e i

LAY
(S. C. Pandey)
Officer on Special Duty (FRBM)

Tel: 2309-3457

Financial Advisers
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Form D -4
[See rule 6]

ASSET REGISTER

Assets at the
beginning of the
reporting year

Assets acquired
during the
reporting year

Cumulative total of
assets at the end
of the reporting year

Cost {Rs.cr)

Cost {Rs.cr}

Cost (Rs.cr)

Physical assets:

Land
Building
Office
Residential
Roads
Bridges
Irrigation Projects
Power projects
Other capital projects
Machinery & Equipment
Office Equipment
Vehicles

Total

Assets at the

Assets acquired

Cumulative total of

beginning of the during the assets at the end
reporting year reporting year of the reporting year
Cost {Rs.cr) Cost {Rs.cr} Cost (Rs.cr)

Financial assets:

Equity Investment
Shares
Bonus shares

Loans and advances

Loans to State & UT Govts.
Loans to Foreign Govts.

Loans to companies
Loans to others

Other financial investments

Total

Notes:

1. Assets above the threshold value of Rupees two lakh only to be recorded.
2. This disclosure statement does not include assets of Cabinet Secretariat, Central Police

Organizations, Ministry of Defence, Departments of Space and Atomic Energy.

3. Reporting year refers to the second year preceding the year for which the annual
financial statement and demands for grants are presented.
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Annex-P
MOST IMMEDIATE
BUDGET Ministry of Finance
Department of Economic Affairs
L.M. VAS North Block
Joint Secretary (Budget) New Delhi - 110001
D.0.F.N0.2(43)-B(CDN)/2004 January 21, 2005
Dear Shri

At present, plan grants and loans to State and Union Territory Governments
provided through budget are being released under Major Heads 3601-Grants-in-aid to
State Governments, 3602-Grants-jn-aid to Union Territory Governments, 7601-Loans and
Advances to State Governments and 7602-Loans and Advances to Union Territory
Governments. In addition, plan funds are also being released under various Centra! and
Centrally Sponsored Schemes directly by certain Ministries/Departments to the State and
district-level autonomous bodies by debiting the functional heads of Account.

2. With a view to considering the utility and feasibility of adding another
statement in Expenditure Budget Volume 1 on ‘Direct transfers of Centra! Assistance
to States/District level Autonomous Bodies’, information on the quantum of such
transfers was called from Ministries/Departments. The feedback received shows
that such transfers are a significant component of plan expenditure in the concerned
demands. Based on the feedback, it has been decided to include such a Statement
in the Expenditure Budget Volume 1 for 2005-2006.

3. Accordingly, you are requested to forward a statement as per the enclosed
format showing major head-wise plan allocations to be released directly to State and
district level autonomous bodies in 2005-2006. The Statement may be forwarded
along with the Plan SBEs 2005-2006. A ‘nil’ statement may also be furnished if there
is no material information to provide. It may please be ensured that this statement is
invariably sent alongwith the SBEs.

4. The receipt of this letter may kindly be acknowledged by return fax. .

With regards,
Yours Sincerely,

e
(L.M. Vas)

All Financial Advisers (Ministries/Departments)

Telephone No. Office : 23092804 Fax : 23094052
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Enclosure to JS(B)’s D.O. No. F. 2(43}-B(CDN)/2004 dated 21.1.2005

Direct transfers of Central Assistance to States/ District level Autonomous Bodies*

(Rs. Crore)
Sl. No. Name of Scheme Major Head Allocation in BE 2005-2006
Sub/Grand
Total

*These could be societies/State PSUs/corporations owned/controlled by State
Governments.
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Annex - Q
IMMEDIATE

No.F.1 (23)-B (AC)/2005
Government of India
Ministry of Finance
Department of Economic Affairs
(Budget Division)

New Delhi, the 25th May, 2006.
OFFICE MEMORANDUM

Subject: Revised Guidelines on Financial Limits to be observed in determining cases relating
to ‘New Service’/'New instrument of Service’.

In accordance with the commitment made in the Fiscal Policy Strategy Statement (Budget 2005-06)
under the mandate of the Fiscal Responsibility and Budget Management (FRBM) Legislation and in pursuance
of the approval of Public Accounts Committee (2005-2006) in the twenty-third report (Fourteenth Lok Sabha)
on the proposal for review of Financial Limits to be observed in determining the cases relating to ‘NEW
SERVICE’/'NEW INSTRUMENT OF SERVICE’ for reappropriation of funds (Annex), which has the
concurrence of the C&AG, the following revised guidelines for re-appropriation of funds are hereby conveyed,
in modification of this Ministry’s Office Memorandum No. F.7 (15)-B(RA)/82 dated 13™ April, 1982.

2. Definition of the terms ‘New Service’/‘New Instrument of Service’ and its application:

(i) ‘New Service’: As appearing in article 115(1)(a) of the Constitution of India, this has been held
as referring to expenditure arising out of a new policy decision, not brought to the notice of
Parliament earlier, including a new activity or a new form of investment.

(ii) ‘New Instrument of Service’: Refers to relatively large expenditure arising out of important
expansion of an existing activity.

(iif) While using these terms and applying the financial limits as indicated in the Annex, it needs to
be noted that no expenditure can be incurred from the Consolidated Fund of India on a ‘New
Service’'New Instrument of Service’ without prior approval of Parliament through supplementary
demands for grants. Further, the determination of these financial limits will be with reference
to Primary Unit of Appropriation.

(iv) Where in an emergent case of ‘New Service’/'New Instrument of Service’ it is not possible to
wait for prior approval of Parliament, the Contingency Fund of India can be drawn upon for
meeting the expenditure pending its authorisation by Parliament. Recourse to this arrangement
should normally be taken only when Parliament is not in session. Such advances are required
to be recouped to the Fund by obtaining a Supplementary Grant in the immediate next session
of Parliament. However, when Parliament is in session, a Supplementary Grant should
preferably be obtained before incurring any expenditure on a ‘New Service’/ ‘New Instrument
of Service’. That is to say, recourse to Contingency Fund of India should be taken only in
cases of extreme urgency; in such cases the following procedure recommended by the Sixth
Lok Sabha Committee on Papers Laid on the Table in their 4" Report should be observed:

“As far as possible, before such withdrawal is made, the concerned Minister may make a
statement on the floor of the Lok Sabha for information giving details of the amount and the
scheme for which the money is needed. In emergent cases, however, where it is not possible
to inform the Members in advance, the withdrawal may be made from the Contingency Fund
and soon thereafter a statement may be laid on the Table of the Lok Sabha for the information
of the Members”.

It has been suggested by the Rajya Sabha Secretariat that the above procedure may also be
observed in Rajya Sabha.
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3. Checks to be observed by the Ministries/Departments to ensure compliance of the provisions
of this Office Memorandum are as under:

(i)

(ii)

By Integrated Finance Division/Budget Unit: A specific certificate should be recorded in each
case involving augmentation of sanctioned provision on receipt of related proposals, to the
effect that the proposed augmentation attracts/does not attract financial limits of ‘New Service’/
‘New Instrument of Service’.

By PAOs: Each expenditure sanction to be examined by PAOs from the ‘New Service’/ ‘New
Instrument of Service’ angle keeping in view the financial limits indicated in the Annex.

(iii) Where any doubt arises about the application of financial limits of ‘New Service’/ ‘New Instrument

of Service’, the PAO would seek decision from CCA/FA of appropriate jurisdiction.

4. Circumstances for obtaining Supplementary grants for expenditure qualifying as ‘New
Service’l ‘New Instrument of Service’ and the reporting procedure thereof are as follows:

(i)

if sufficient savings are available within the same section of the relevant grants for meeting
additional expenditure to the extent mentioned in column 2 of the annex, re-appropriation can
be made, subject to report to Parliament,

(ii) The Report to Parliament should ordinarily be made through the ensuing batch of Supplementary

Demands for Grants, failing which by adding an Annex in the Detailed Demands of the Ministry/
Department for the ensuing year.

(iiif) A suitable write-up of such cases where possible, may also be made in the Notes on Demands

for Grants of the Ministry/Department.

(iv) Mere depiction of augmented provisions in the Revised Estimates included in the Demands

(v)

for Grants will not be adequate to meet the requirement to incur expenditure. In cases where
the financial limits of ‘New Service’/ ‘New Instrument of Service’ ars attracted, approval of
Parliament may be obtained for incurring such expenditure through supplementary demands
for grants.

The provisions in the ‘Vote on Account’ are not intended to be used for expenditure on any ‘New
Service'. In cases of urgency, expenditure on a ‘New Service’ during Vote on Account period
can, therefore, be incurred only by obtaining an advance from the Contingency Fund in the
manner recommended by the Sixth Lok Sabha Committee on the Papers Laid on the Table
already referred to in para 2(iv) of this OM. Such advances will be resumed to the Contingency
Fund on enactment of Appropriation Act in respect of expenditure for the whole year.

5. Exceptions:

(i)

(ii)

Having regard to the volume and nature of Government transactions, it is not possible to list
out all such cases which are not attracted by ‘New Service’/ ‘New Instrument of Service’ limits.
Broadly, however, expenditure on normal activities of Government (such as normal
administrative expenditure - including that resulting from re-organization of Ministries/
Departments, holding of conferences, seminars, exhibitions, surveys, feasibility studies, etc.
assistance to foreign Governments, contributions to international bodies and fulfillment of
Government guarantee on its invocation) are not attracted by the limits of ‘New Service’/'New
Instrument of Service’.

Transfers to State and Union Territory Governments are also exempt from these limits provided
the scheme is not new.

(iii) Further, these limits are applicable only to expenditure which is subject to Vote of Parliament.
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6. Doubtful cases:

In case of disagreement between the Integrated Finance Wing and Pay and Accounts Office, the
Ministry/ Department may send a self-contained communication to the Budget Division, Ministry of Finance
bringing out the specific point of doubt incorporating their Financial Adviser’s views thereon. The decision
taken by the Budget Division in the matter will be final.

7. Conclusion:

While agreeing to the revision of norms for re-appropriation of funds as annexed, the Public Accounts
Committee in its twenty-third report (Fourteenth Lok Sabha) has concluded by stating as under:

“The committee also expects the Financial Advisors of the Ministries/Departments to ensure that
there is no violation in implementation of the said revised norms for re-appropriation of funds and any
slackness in complying with the said norms is strictly dealt with”.

8. Hindi version will follow.
(Dakshita Das)
Director (Budget)
To,
All Ministries/Departments of the Government of India.
2. Financial Commissioner (Railways), Financial Adviser (DS), Member Finance (Telecom) and all
other Financial Advisers.
3. Finance Secretaries of Union Territory Administrations (Chandigarh, Andaman and Nicobar Islands,
Dadra and Nagar Haveli and Lakshadweep).
4. Controller General of Accounts, Controller General of Defence Accounts and Chief Controllers of
Accounts.
Copy forwarded for information to:
1. Lok Sabha Secretariat (PAC) Branch/Rajya Sabha Secretariat.
2. Comptroller and Auditor General of India and all Directors of Audit/Accountants General.
3. Finance Secretaries of all State and Union Territory Governments.

MM

(Dakshita Das)
Director (Budget)
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Annex to Ministry of Finance P.M. No. F.1(23)-B(ACV2005 dated 25.05.2006

Financial limits to be observed in determining the cases relating to
‘NEW SERVICE/'NEW INSTRUMENT OF SERVICFE’

Nature of transaction

Limits upto which
expenditure can be met by
reappropriation of savings in
a Grant subject to report to
Parliament

Limits beyond which prior
approval of Parliament is
required for expenditure
from the Consolidated Fund

1 2 3
|. CAPITAL EXPENDITURE
A. Departmental Undertakings
(i) Setting up a new undertaking, or All cases

taking up a new activity by an
existing undertaking.

(ii) Additional investment in an existing
undertaking

Above Rs.2.50 crore but
not exceeding Rs. 5 crore.

Above Rs. 5 crore

B. Public Sector Companies/Corporations

(i) Setting up of a new Company, or
splitting up of an existing Company,
or amalgamation of two or more
Companies, or taking up a new activity
by an existing Company

(ii) Additional investment in/loans to an
existing company
(a) Where there is no Budget Provision

(b) Where Budget Provision exists for
investment and/or loans
Paid up capital of the Company
(i) Upto Rs. 50 crore

(i) Above Rs.50 crore

Above Rs.50 lakhs but not
exceeding Rs.1 crore

20% of appropriation
already voted or Rs.10
crore, whichever is less

20% of appropriation
already voted or Rs.20
crore, whichever is less

All cases

Above Rs. 1 crore

Above 20% of appropriation
already voted or Rs.10
crore, which ever is less.

Above 20% of appropriation
already voted or Rs.20
crore, which ever is less.

C. All bodies or authorities within the

administrative control/management of Central
Government or substantially financed by the Central Government.

Loans

Upto 10% of the
appropriation already voted
or Rs.10 crore, whichever is
less

More than 10% over the
appropriation already voted
by Parliament or Rs.10
crore, whichever is less

Note: Where a lumpsum provision is made for providing ‘Loans’ under a particular scheme, the details of substantial
apportionment (10% of lumpsum or Rs. 1 crore, whichever is higher) should be reported to Parliament, in the
case of lumpsum provision of loans to States, the State-wise distribution should be reported to Parliament.




85

Nature of transaction

Limits upto which
expenditure can be met by
reappropriation of savings in
a Grant subject to report to
Parliament

Limits beyond which prior
approval of Parliament is
required for expenditure
from the Consolidated Fund

1

2

3

D. Expenditure on new Works (Land,
Buildings and/or Machinery)

Above Rs.50 lakhs but not
exceeding Rs. 2.5 crore or
not exceeding 10% of the
appropriation already voted,
whichever is less.

Above Rs.2.5 crore or
above 10% of the
appropriation already
voted.

Il REVENUE EXPENDITURE

E. Grants-in-aid to any body or authority

All cases

Note: Where alumpsum provision is made for providing grants-in-aid under a particular scheme, the details of substantial
apportionment (10% of lumpsum or Rs. 1 crore, whichever is higher) should be reported to Parliament. In the
case of lumpsum provision of grants to States, the State-wise distribution should be reported to Parliament.

F. Subsidies

(i) New Cases

(i) Enhancement of provision in the existing
appropriation

Upto 10% of the
appropriation already
approved by the

Parliament or Rs.10 crore,
whichever is less

Ail cases

More than 10% of the
appropriation already
voted by Parliament or
Rs.10 crore, whichever is
less

Payments against cess collections

Limits as applicable to
grants-in-aid to statutory or
public institutions will apply

All cases

New Commissions or Committees of Enquiry

Above Rs.20 lakhs (total
expenditure)

G. Write off of Government loans Above Rs.50,000 but not | Above Rs.1 lakh
exceeding Rs.1 lakh | (individual cases)
(individual cases)
H. Other cases of Government expenditure | Each case to be considered
on merits.
. Posts The aforesaid Ilimits, | The aforesaid Ilimits,
including those relating to | including those relating to
Railways Works expenditure, willalso | Works expenditure, will
apply to these Departments | also apply to these
Defence subject to considerations of | Departments subject to

security in the case of
Defence

considerations of security in
the case of Defence
Services Estimates.

Note 1: For investment in Ordnance Factories, the limit of Rs.5 crore mentioned in item A (ii) will be applicable with
reference to investment in all the factories as a whole.
Note 2: Civil Works, which do not form part of any project of the departmental undertakings (Ordnance Factories)
should be treated as ordinary Defence works. As such, prior approval of Parliament will be necessary if the cost
of individual works exceeds Rs.2.5 crore and in cases where the individual works cost Rs.50 lakhs or more but
not exceeding Rs.2.5 crore, a report to Parliament will be required. A list of such works should, however, be
supplied to Director of Audit, Defence Services.
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Annex-R

MOST IMMEDIATE

BUDGET
No.F.I(5)-B(AC)/2005
Ministry of Finance
Department of Economic Affairs
(Budget Division )
New Delhi.

12t October. 2006.

OFFICE MEMORANDUM

Subject: Decentralization of budget provisions in respect of ‘works
expenditure’ from the Demands for Grants of Ministry of Urban Development
and reflecting them in the respective Demands for Grants of the Ministries/
Departments concerned.

Reference paragraph 3.1 6 of this Ministry’s Budget Circular for 2007-2008 issued
under letter No.F.2(9)-B(D)/2006 dated 21.9.2006 regarding allocation of funds towards ‘works
expenditure’ hitherto provided for centrally in the Demands for Grants of Ministry of Urban
Development,

2. The issue regarding shifting of the budget provision towards ‘works
expenditure’ from the Demands for Grants of Ministry of Urban Development to that
of various Ministries/Departments concerned has been under examination of this
Ministry in consultation with Ministry of Urban Development, CPWD, Controller
General of Accounts, Planning Commission and concerned individual Ministries.

3. After due consultation, it has been decided to reflect the budget
provision on ‘works expenditure’ (capital provision towards construction of
office/residential/non-residential  building), hitherto provided for centrally in the
Demands for Grants of Ministry of Urban Development, in the respective Demands
for Grants of the following Ministries/Departments, who have formally concurred
with the same, with effect from BE 2007-2008, and applicable to the budget
provisions made under both Plan as well as Non Plan. The execution of capital works
will continue to be carried out by Central Public Works Department.

(i) Department of Economic Affairs
(i) Ministry of Science and Technology
(iii) Department of Telecommunications
(iv) Ministry of Health and Family Welfare
(v) Ministry of Power
(vi) Ministry of Petroleum and Natural Gas
4. As far as revenue expenditure towards ‘maintenance, repairs and minor

works’ of the Government building is concerned, the budget provisions will continue
to remain in the Demands for Grants of Ministry of Urban Development. The budget
provisions  towards ‘works expenditure’ (capital expenditure) of  other
Ministries/Departments, who have not formally intimated their concurrence with the
new arrangement, to this Ministry, will continue to be reflected in the Demands for
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Grants of Ministry of Urban Development.
(from pre-page)

5. Controller General of Accounts, Ministry of Finance, Department of
Expenditure will issue necessary accounting mechanism to be followed by those
Ministries and Departments listed in para 3 above, keeping in mind the revised
arrangement.

6. The Ministries/Departments fisted in para 3 above are requested to take
necessary action for reflecting ‘works expenditure’ (capital provision towards
construction under Plan and Non Plan) in their Statement of Budget Estimates for the
BE 2007-2008 and are also advised to put in place, well in advance, the required
systems and procedures in consultation with the Office of Director General (Works),
Central Public Works Department/Chief Controller of Accounts, Ministry of Urban
Development, in order to ensure smooth implementation of the new arrangement wilh
effect from 1.4.2007.

7. This issues with the approval of Finance Secretary.

LYV VOV N

(Dakshita Das)
Director (Budget

(@) The Controller General of Accounts, Ministry of Finance,
Department of Expenditure, Lok Nayak Bhawan, Khan Market, New Delhi -
110003 with reference to D.O. letter No.18(3)/2004/TA/659 dated 30.9.2005. It
is requested that necessary accounting instructions for the new arrangement may
be issued to these Ministries.

(b) FAs of Ministries/Departments mentioned at para 3 above.

(c) JS & FA, Ministry of Urban Development, Nirman Bhawan, New
Delhi.

(d) Shri U.S.Pant, Chief Controller of Accounts, Ministry of Urban

Development, Nirman Bhawan, New Delhi with reference to his
D.O. letter No.G.20017/6/2004-BI. dated 24.8.2006.

(e) The Director General (Works), Central Public Works Department
with reference to letter dated 30" August, 2006.
(f) Shri Harish Chandra, Director(HUD), Planning Commission, HUD
Division, Yojana Bhawan, Sansad Marg, New Delhi,
(9) Director(AP)/Director(DD)/OSD(FRBM)/OSD(Budget)/ABO
(h) All USs/DDs/SOs/SAQOs of Budget Division.
|
Qu

Under Sééretary (Budget)
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Annex-S
No. 7(3) / E-Coord./2006
Ministry of Finance
Department of Expenditure

New Delhi, the 7" December, 2006.
OFFICE MEMORANDUM

Subject: Economy in Expenditure on Advertisements and Publicity.

*kkkkk

As the Ministries are aware, instructions were issued under this Department’s OM no. 7(3) / E-Coord./
2006 dated 22™ July, 2006 on Expenditure Management prescribing various economy measures.

2. A need has been felt to prescribe further guidelines for economy measures
under para 2.2 of the said OM. Accordingly, it is advised that

(i) The Ministries/Departments should plan their advertisements and publicity campaigns with a view
to provide effective coverage and communication of public interest issues with utmost economy, so as
to maximize effectiveness of expenditure. The use of a particular medium of communication may be
carefully planned with a view to optimally utilizing advertising space or time for dissemination
of information on Government programmes where considered necessary.

(ii) The Ministries/Departments may generally endeavour to limit the expenditure under the
object head “advertising and publicity” to the average of such spending in any 3 out of previous 5
years, plus a 5% increase. This practice should be followed from 2007-08 onwards until further review.

(Dr. STC. Pandey)
Officer on Special Duty
(Policy & Co-ordination)
2309-3457
All Secretaries to the Government of India

All Financial Advisers

Copy to the:-

Cabinet Secretary

Secretary to the Prime Minister

Member Secretary, Planning Commission
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No. 7(2) E.Coord/2007 Annex-T
Ministry of Finance
Department of Expenditure

New Delhi, the 17" September, 2007

OFFICE MEMORANDUM

Subject: Expenditure Management - Economy Measures and Rationalization
of Expenditure

1. Background

With a view to containing non-developmental expenditure and thereby releasing additional
resources for meeting the objectives of priority schemes, Ministry of Finance has been issuing guidelines
on ‘Austerity Measures’ in the Government from time to time. Such measures are intended at promoting
fiscal discipline, without restricting the operational efficiency of the Government. The last such instructions
were issued vide OM No.7(3)/E.Coord/2006 on July 22, 2006.

21 5% mandatory cut on Non-Plan expenditure

For the year 2007-08, every Ministry/Department shall make a mandatory 5% cut on non-Plan expenditure
excluding interest payment, repayment of debt, Defence capital, salaries, pension and the Finance
Commission grants to the States. No re-appropriation of funds to augment the non-Plan heads of
expenditure shall be allowed during the current financial year. Financial Advisers shall monitor and
review the implementation of this cut and report to the administrative Secretary and the Minister and the
Department of Expenditure periodically.

2.2 Economy Measures

Various Government offices under Central Government shall make every effort to avoid
ostentatious and unnecessary expenditure. Day to day functioning shalt be managed with utmost
economy in operating expenses which shall be confined to the minimum essential in areas
such as maintenance of buildings, office equipments, transport, communication, conservancy,
stationery, furniture, hospitality and furnishings at the offices/offices at residences, etc.

2.2.1 Publicity

The Ministries/Departments should regulate their advertisements and publicity campaigns
to provide effective coverage and communication of public interest issues with utmost
economy, so as to maximize effectiveness of expenditure. The adoption of a particular
medium of communication may be carefully planned with a view to optimally utlising
advertising space or time for dissemination of information on Government programmes,
where considered necessary.

2.3 Vehicles

No new vehicles shall be purchased even for the replacement of condemned vehicles. The requirement
of vehicles shall be met through hiring on a short/medium term basis, except in the Armed Forces etc.
and Internal Security apparatus where the scope for hiring of vehicles is limited. There shall not be any
fresh appointment of drivers. Excess drivers in any Ministry/Department shall either be sent to the Surplus
Cell or else utilized by hiring of vehicles without drivers. Purchase of new vehicles shall only be permitted
in respect of new organizations on a case-to-case basis.
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24 Telephone

The norms for usage of telephone at offices, residence and cell phones are already prescribed. All
offices in Government of India shall adhere to these norms and excess expenditure above the prescribed
limits shall be borne by the individual users.

2.5. Seminars and Conferences

Utmost economy would be observed in organizing Conferences/Seminars/ Workshops. The
prescribed expenditure limit with respect to these should be strictly enforced. Only such Conferences/
Seminars/ Workshops, which are absolutely necessary, should be held. Holding of exhibitions/
seminar/conferences abroad is strongly discouraged, except in the case of exhibitions for trade
promotion.

2.6 Ban on creation of Plan and non-Plan posts

2.6.1 The existing ban on the creation of posts should continue to be enforced strictly. Any proposal for
creation of Plan/non-Plan posts, considered unavoidable shall continue to be referred to the Ministry of
Finance (Department of Expenditure) for approval. In such cases, creation of post should invariably be
accompanied by the support of matching financial saving by adjustment, by abolition or keeping in
abeyance of post(s) from the establishment strength of the Ministry / Department. DoPT’s extant O.M.
No. 2/8/2001-PIC dated May 16, 2001 regarding optimization would continue to be in force and shall be
strictly adhered to.

2.6.2. Every Ministry/Department shall undertake a review of all the posts in the Ministry/Department,
including the attached and subordinate offices and make available the outcome of such review and full
details of vacant posts to the Department of Expenditure in a time bound manner. Posts that have
remained vacant for more than a year shall not be revived except under very rare and unavoidable
circumstances, after seeking clearance of the Department of Expenditure.

2.7 Foreign Travel

There is a need to prune expenditure on foreign travel. It would be the responsibility of Secretary
of each Ministry/Department to ensure that foreign travel is restricted to most necessary and unavoidable
official engagements based on functional necessity and extant instructions are strictly followed. The
following instructions with respect to foreign travel would need to be strictly adhered to:

(i No proposal for participation in study tour / workshop / conference / seminar / presentation
of papers abroad at Government cost shall be entertained, except those proposals which
are fully funded by sponsoring agencies may be considered keeping in view the public
interest and Government business at home.

(i) No officer should undertake more than four (4) official visits abroad in a year. In certain
Ministries, the nature of work demands a larger number of visits, therefore, a calendar of
visits for the entire year would be prepared as far as possible, and visits should be prioritized.
For the proposal relating to the visits exceeding four by an officer, detailed justification
would need to be furnished and such visit would be allowed only in exceptional cases
depending on functional need.
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(iif) The number of “goodwill visits’ is to be severely restricted except under extraordinary
circumstances. Such restriction will, in any event not apply to ‘goodwill visits’ undertaken by
the President, Vice-President, Prime Minister, Speaker of the Lok Sabha and members of
the Higher Judiciary.

(iv) The size of the official delegation, where foreign travel is essential, will be restricted to the
bare minimum. Normally a visit shall not exceed 5 days.
(v) Foreign visits should be so regulated as to ensure that each Ministry remains within

the allocated budget for the same. Re-appropriation proposals on this account would
not be approved.

2.8 Transfer Policy

Transfer policies and the frequency and the periodicity of transfers of officials, whether within the country
or overseas shall be reviewed, as frequent transfers cause avoidable instability, resulting in inadequate
development of expertise and grasp of the responsibilities, besides resulting in avoidable expenditure.
All Ministries, including the Ministry of External Affairs, shall review the policies with a view to ensuring
reasonable tenures at posting within the overall policy framework, thereby reducing the expenses on
allowance and transfers.

2.9 Use of Information & Communication Technology

Increased use of Information and Communications Technology should be encouraged to ensure better
utilization of resources available with the Government and improved delivery of public services. The
Cabinet Secretariat is already monitoring the progress in this area. Ministries/Departments which have
not so far prepared roadmaps of systems development in this regard shall immediately do so, keeping
present and future user requirements in view. The pace of transition to e-procurement should be stepped
up (mandatory in respect of purchases affected under DGS&D rate contract). This would reduce cost
and improve deficiency in procurement. Similarly, the Ministries/Departments shall also encourage and
ensure payments through e-payment mechanism by way of direct transfer to beneficiary account.

2.10 Advances for Schemes/Projects

It has been observed that a large number of Government agencies viz. Autonomous bodies/PSUs tend
to have large cash balances, mainly contributed by advance payments from Ministries/Departments of
the Government. Rule 159(1} of GFR, 2005 deals with advance payments. With reference to that Rule,
it is advised that all advance payments to implementing production agencies for any scheme/
project/acquisition shall be limited up to 10% of the approved financial outlay in the current fiscal
year. Subsequent payments should be strictly related to deliverables/milestones. This restriction shall
be applicable in the case where expenditure is effected through a contract. Advances to grant-in-aid to
institutions shall be kept out of the ambit of this restriction.

3. Formulation of schemes and their implementation

3.1 While formulating new schemes for the Eleventh Five Year Plan, better service levels for the
targeted beneficiaries, need for improvements in service delivery and the control of wastage in running
programmes should invariably be factored in and considered by the appraising agency responsible for
its pre-sanction appraisal. The on-going schemes may also be reviewed keeping this objective in view.
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3.2 Additional expenditure over and above the prescribed approved ceilings for individual schemes
shall not be permitted. Ministries/Departments should also ensure that no fresh financial commitments
are made, which are not provided for in the Budget approved by the Parliament. In case a Ministry /
Department wishes to extend a scheme beyond the approved outlay or seek additional allocations, it will
have to indicate matching savings from some other schemes/projects under the
relevant budget ‘Demand’ under its administrative control.

3.3 White formulating budget proposals, the Ministries/Departments should lay greater emphasis on
explicit recognition of revenue constraints and should make only a realistic projection of budgetary
provisions required for various projects/schemes. All procedures laid down for approving, for releasing
and for incurring expenditure on schemes, both Plan and non-Plan, should be followed scrupulously and
without any deviation.

3.4 Each Ministry/Department would be expected to keep an account of the savings resulting from
the above-mentioned measures being implemented in the Ministry/Department. Secretaries to Government
and Financial Advisers will monitor the progress in this regard and will bring’ the progress/bottlenecks to
the notice of the Ministers-in-charge as well as the Ministry of Finance.

3.5 All Ministries/ Departments should ensure that any scheme proposed by them is financially viable
and carries an internal rate of return not less than the rate prescribed. Wherever such returns are not
quantifiable, the overall socio-economic cost benefit analysis of the scheme should be explicitly indicated.
Only those schemes should be taken up in which a positive cost benefit ratio is clearly manifest.

3.6 Strict monitoring and fixing of accountability for delays in the implementation of schemes and
projects that lead to major cost overruns and revised estimates, should be stablished.

4. Observance of discipline in fiscal transfers to States, Public Sector Undertakings and
Autonomous Bodies at Central/State/Local level

4.1 No amount will be released to any entity (including State Governments), which
has defaulted in furnishing utilization certificates for grants-in-aid released by Central Government
in the past without clearance from the Ministry of Finance.

4.2 Ministries/Departments will not transfer funds wunder any Plan schemes in
relaxation of conditionalities attached to such transfers (such as matching funding). Where a scheme
contemplates a prior determination of each State’s entitlement to Central Budget and support, the actual
disbursements will be limited to these entitlements. Specifically, it will not be open to any
Ministry/Department to release excess funds to any State by diverting “savings” in
respect of another State as the practice tends to aggravate imbalances.

4.3 The State Governments are required to furnish monthly returns of Plan expenditure - Central,
Centrally Sponsored or State Plan - to respective Ministries/Departments along with a report on amounts
outstanding in their Public Account in respect of Central and Centrally Sponsored Schemes. This may be
scrupulously adhered to.
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4.4 The following specific steps may be adopted:

(a) The unspent balances available with the States and implementing agencies must
be taken into account before further releases are made.

(d) No further transfers be made to a Reserve Fund until unspent balances in the Fund
have been utilized.

(e) The sanction for payment must clearly specify either that the payee has no utilization
certificates as due for rendition underthe Rules under any scheme of the Ministry/
Department, orthat the payment has been authorized by D/o Expenditure.

(f) For any deviation from the above, the case should be referred to the D/o Expenditure.

(9) The Chief Controller of Accounts must ensure compliance to the above as part of
pre-payment scrutiny.

5. Balanced Pace of expenditure

5.1 Rush of expenditure towards the end of the financial year continues to be an area of concern.
As per extant instructions, not more than one-third (33%) of the Budget Estimates may be spent in
the last quarter of the financial year. It is considered necessary to fine tune this further for controlling
expenditure in the last month of the year. Accordingly, the stipulation that during the month of March,
2008 the expenditure should be limited to 15% of the Budget Estimates, is re-iterated.

Instructions in cash management systems issued vide F.No.21(1)-PD/2005 dated December 27, 2006 by
Budget Division (DEA) may be scrupulously complied with.

5.2 It is also considered desirable that in the last month of the year; payments may be made only
for the goods and services actually procured and for reimbursement of expenditure already incurred.
Hence, no amount should be released in advance (in the last month) with the exception of the
following:

(i) Advance payments to contractors under terms of duly executed contracts so that
Government would not renege on its legal, contractual obligations.

(ii) Any loans or advances to Government servants etc. or private individuals as a measure
of relief and rehabilitation as per service conditions or on compassionate grounds.

(iif) Any other exceptional case with the approval of the Financial Adviser. However, a list of
such cases may be sent by the FA to the Department of Expenditure by 30" April for
information

6. Re-appropriation within approved Heads

Prior approval of Department of Expenditure is required for re-appropriation under
a sub-head by Rs.5 crore or more.

7. Compliance

Secretaries of the Ministries / Departments being the Chief Accounting Authorities as per Rule 64 of GFR
shall be fully charged with the responsibility of ensuring compliance of the measures outlined at paras 2
to 5 above and send to the Department of Expenditure a monitoring report regarding the impact of steps
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taken in respect of economy measures, the rationalization of expenditure and augmentation of revenues.
Financial Advisers shall assist respective Departments in securing compliance to these measures and
also submit overall report to the Minister-in-charge and to the Ministry of Finance on a quarterly basis
regarding various actions that need to be taken on these measures.

All Secretaries to the Government of India

Copy to the:-

Cabinet Secretary,

Secretary to the Prime Minister,

Member-Secretary, Planning Commission, Financial Advisers

] e -

(Sanjiv Misra)
Secretary (Expenditure)

SI. Year % Cut in NPE When applied
No.
1. 1999-2000 10% 05.08.1999
2. 2000-2001 10% 24.09.2000
3. 2001-2002 Reiterated 10.10.2001

(OM of 24.09.2000 referred)
4. 2002-2003 Referred to — 01.01.2003

(OM 24.09.2000 and
10.10.2001)

5. 2003-2004 - No OM -
6. 2004-2005 10% 24.09.2004
7. 2005-2006 Reiterated 23.11.2005
8. 2006-2007 5% 22.07.2006
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No. 7(1) E.Coord/2008
Ministry of Finance
Department of Expenditure
New Delhi, the 5th June, 2008.

OFFICE MEMORANDUM
Subject: Expenditure Management - Economy Measures and Rationalization of Expenditure

1. Background

With a view to containing expenditure, especially non-developmental expenditure, and thereby
ensuring adequate resources for meeting the objectives of development, social sector, infrastructure
sector and other priority schemes, Ministry of Finance has, from time to time, issued guidelines on 'Austerity
Measures' to be observed by the Ministries/ Departments of the Government. Such measures are intended
at promoting fiscal discipline, without restricting the operational efficiency of the Government. The last
such instructions were issued vide OM No.7(3)/E.Coord/2007 on 17th September, 2007.

2. In the context of the continuing rise in global crude oil and commodity prices, there is
tremendous pressure on Government's resources. Hence, there is an wurgent need for
economy and rationalization of expenditure. With that objective, the following guidelines are
issued and they will apply with immediate effect:-

21 Formulation of schemes and their implementation

The Finance Minister in his Budget speech 2008-09 had stated that the year 2008-09, being the second
year of the Plan, should be a year of consolidation; of securing the ongoing programmes on firm financial
foundations; of close monitoring of implementation and enforcing accountability; and of measuring the
outcomes in terms of the targets achieved as well as their quality. With this objective in view, and in the
interest of better monitoring of existing schemes, it has been decided that no new schemes and
programmes, except those that are part of the Budget announcements 2008-09, shall be introduced in
the current financial year.

Further, as far as existing schemes are concerned, the following instructions will be applicable:-

(i) Additional expenditure over and above the prescribed approved ceiling for individual schemes
shall not be permitted. In case a Ministry/Department wishes to amend a scheme that will result in
expenditure beyond the approved outlay or seek additional allocation for an existing scheme, it
must indicate matching savings from some other schemes/projects under the relevant ' Demand'
under its administrative control.

(i) Since a large number of existing schemes are for a specified period, manpower proposals for
Plan schemes should be formulated taking into account the provisions contained in GFRs 2005
regarding outsourcing of services, so that a permanent liability is not created.

(iiif) Strict monitoring and fixing of accountability must be done for delays in the implementation
of schemes and projects that lead to major cost overruns and enhanced revised estimates.

2.2 Cutin Non-Plan expenditure
For the year 2008-09, every Ministry/Department shall effect a mandatory 10% cut in non-Plan expenditure
under the following heads:-

a) Overtime Allowance (except in the case of industrial establishments where OTA is

granted due to statutory obligations)

b) Domestic and Foreign Travel expenses

c) Publications

d) Professional Services

e) Advertising and Publicity

f) Office expenses

g) POL

h) Other administrative expenses





