st o 2 T33004 / 2003 ' REGISTERED NO. DL—33004/2003

The Gazette of Judia-

FHENY
EXTRAORDINARY
urr [ — AvE |
PART II — Section 1

wifewT | T
PUBLISHED BY AUTHORITY
o 42) % fersll, ueET, T 26, 2003 7 WTZ 4, 1925
e, 43 NEW DELHI TUESDAY, AUGUST 24, 2003 { BHADRA 4, 1925

ym v 2 o T T 2 A} TS S T e AReR FEI A T MR

separule puaging iv given to this Part In order that it may be fled as g deparate compilation.

MINISTRY OF LAW AND JUSTICE
(Legislative Department)
Ves Delh, the 2600 August 2003 Shddrad 1925 Sk
The follewing Act of Pariiament recieved the assent of the President on the
2ath-August 2003, and s hereby pubhished for general informatian
THE FISCAL RESPONSIBILITY AND BUDGET MANAGEMENT

ACT. 2005

w039 oF 2003

2och Yuieppe, TULE

An Act 1o provide for the responsibility of the Central Government to ensure
mier-generational aquity in Sscal management and long-i2rm MACTO-SCONOMMIC
stability by achieving sufficient revenue surplus and remowving fscal
impediments in the effective conduct of menetary pelicy and prudendal debt
management consistent with fiscal susrinability through lomits on the Central
(Government borrowings, debt and deficits, greater ransparency in fiscal
operations of the Centra! Government and conduciing tiscal policv in a
medium-term framework and for matters connected therewith or incidenta:
theseto.

Fiv it'znacted by Parliamen: .0 :ne Fift;

Tollows —

1. 1 {7 This Act may be callea tne Fiscal Responsibiliny-and Budget Management Adt,

i

[ 27 It extends to the whole of India

(1) It shall come into force on such date as the Central Governmen: may, by noufication
rthe Dfficial Gazette, appoint in this behalf
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2. In thig Act, anless the conlext otherwisc reguires,—

1) “fiscal aelic)r meana tne excess of \otal dispursements. from the
Conselidated Fund of India, excluding repayment of debl. over tmal receipis
mie the Fund (excluding the debt receipts), during 2 financial vear,

(&) “fiscal indicaiors” means the measures such as numenical ceilings and
priportions to gross domestic product. as may be prescribed, for evaluation of
the fiscal posiion of the Central Government:

“prescribed” means prescribed by rules made under s Ast

¢t “Reserve Bank™ means the Reserve Bank of India consttuted unde:
suby section (1) of section 2 of the Reserve Bank of Indiz Acy 103

i “revenue defice™ means the difference between revenus expenditure
and Tevenue receipts which Indicates tncrease in lLiabilities of the Central
Government without commesponding ingreass 1o assets of that Government,

Fototal Laelities” means the habilibes under the Consohidaed Fand of
India and the public account of India

I The Central Government shal] lav 1o each financol vear before notk Housey
of Pariiament the following statements af fiscal policy along with the anntal finaneial
staterner:l and demands for grants namely-—

ig: the Medwm-term Fiscal Policy Statement
iy the Fiseal Poliey SuUaiecgy Simement,
iry the Macro-conomic Framework Statement
(20 The Mediom-term Fiscal Paliey Ststement shall set forth & three-vear rolling
jarget for prescribed Discal indicators with speaification of underivine assumptions

(1 In parncular, and wathout prejudice o the provisions contained 1n sub-secuon
12 ihe Medium-term Fiscel Policy Staiement shall includs an dssessment of
wstiimamline relanne wo—

Ii: the balunce between revenue receipts and revenue expandinires.

(i) the use of capital receipts including markeét berrowings for génerating
productive assets.

{41 The Fiscal Pohcy Stratepy Statement shall, infer aha contmn—

{2} -the pohcigs of the Cenrral Government for the ensuing financial year
relating 1o taxauon, expenditure. market borrowings and other habilines, lending
and investmenis, prncing of admmistered goods and strvices, securities dnd
description of other aztvities such as underwniung and guarantees whizh have
potentiz]l budgetary implications:

(&) the strategic prionties of the Central Government [ar the ensuing
financial vear in the fiscal area, '

fe) the kev fiscal measurse and ranonsle for anv major deéviaton in fiscal
mgesuTes perlaining 1o iaxabion, sobsidy, expenditure. administered pricing and
borrowings,

(4} am evalnanon as 10 how the curren: pobicies of the Cenwal Government
are in conformity with the fiscal management principles set out m section 4 and
the obiestives set out s the Medium-term Fiscal Policy Statement.

{5TThe Macro-economic Framework Statement shall contain an assessment of
the growth prospecis of the economy wath specification of underiying assumptions

(6 In parocular. and without preyudice to the generality of the foregoing provisions,
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the Macro-economic Framework Stalement shsl® gnnvain ar gesassment relating to—
\@) the growth in the gross demesus product,

(h) the Nscal balance of the Umion Government as reflected 10 the reveénue
bulance and gross fiscal balance;

(¢} the exiernal sector balance of the economy as reflected in the current ageoun;
balante of the balance of pavments

I

{7} The Medmm-ierm Fiscal Polics Sisicment. the Fiscal Policy Strrateey Stulemen
and the Macro-cconomic Framewok Statement referred toin sub-seznnn (/) shall be n
such form as ‘may be prescribed

4. (/) The Ceptral Governmeni shall take appropriate measures 1o reduce the fiscal
defizit and revenue deficit so as o eliminate revenue deficit by the 315t March, 2008 and
mereafier binld up adequate revenue surplus

{21 The Central Governmeni shall, by rules made by 1. specify—

{a} the annual targets for redocton of fiscal deficit and revenue defictt duning
the period beginning with the commencement of this Act and ending on the
Flst March, 2008,

(] the annual targets of assuming contingent habilities in the form of goarantze.
ardl the total liabiljves as a percentage of pross domestic product

Provided that the revenue deficnn and fiscal deficit may exceed such targeis due (p
ground of grounds of natonal securiy or national calamey of such other exespbidng)
grounds as the Central Government may specify

Frovided further that the ground or grounds specified in the first proviso shall he
placed before both Houses of Pariament. as soon a8 may be, after such deficy amoun
exceed the nforesad mrgets

507 The Cenoal Government shall not borrow from the Reserve Bank,

2} Notwithstanding anything contuned 1n sub-section (/). the Central Gevernment
mav borrow from the Reserve Bank by way of advances 1o meet temporary excess of cagh
dishursement over cash receipts Suring any Dinancial vedrin accordanze with the aeresmenis
which may be enieréd into by thay Government with the Reserve Bank

Provided thal any advances made by Lthe Reserve Bank to mect emporary excess
gasn disbursement over cash receipis in any financial year shall be repayable in accordance
with the provisions coniained in sub-section () of section 17 of the Reserve Bank of Indja
Acl, 1934, N

(31 Netwithswanding anythung contaned in sub-section ([, the Reserve Bank may
subseribe 1o the primary 1ssues of the Cenral Government securines during the financial
veas beginning or the 15 day of Apnl, 2003 and subsequent two financial years.

Prowvided that the Reserve Bank may subscnbe. on or after the pennd specified in ts
sub-section, to the primary ssues of the Central Government sscunties due to ground or
grounds specified 1n the first provise 1o sub-section (2) of section 4

14 Notwithstanding anything contuned n sub-secuon (/). the Reserve Bank may
buy and scll the Centra! Governmemt secuninies in the secondary market

6. {})) The Central Governmeni shall (ake sujtable measures Lo ensure greare;
transpareney 1n its fiscal operations in the public interest and minumise as far as practicable,
secrecy o the preparation of the annual financial statement and demands for grants.

(2 In particular, and without prejudice 10 the gensraiity of the foregoing provision
the Central Government shall, at the time of presentation of annual financial statement and
demands for grants, make such disclosures and in such form as may be prescribed.

7. (1) The Minister-in-charge of the Ministry of Finance shall review, every
quarter. the trends in receipts and expenditure in relation to the budget and place before
both Houses of Parliament the outcome of such reviews,
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(2] Whenever there is either shortfall m revemue or excess of expenditure over the
pre-specified levels mennoned in the Fiscal Policy Strategy Statement and the rules made
under this Act dunng any peniod m a financial vear, the Central Government shall take
appropniate meastres {or increasing revenue or for reducing the expenditure (inzluding
curtailing of the sums authorised to be paid and applied from and out of the Consolidated
Fund of Tadia under any Act s as to provide for the appropoation of such sums!

Prowvided that nothing n this sub-cection shall appiy to the expenditure sharged
o the Consohdated Fund of India under clause (3] of article 112 of the Constitution
ot 100 any other sapenditure which 1s required 12 he tnourred under anyv agreement or
contract or such other expediture which cannot be postpaned or curtaied.

(37 .a) Exgept as provided under this Azt no deviation 1n meeting the
akligations cast on the Ceniral Government under this Act, shall be permissih'e
wilhowl approval of Parhament;

1 Where owing o unforeseen cocumsiances, any deviabion is mde in Teelne

she pbiigatons zast on the Central Government under this Act, the Minister in-charge of

the Simstey of Finance shall make xstatement in both Houses of Parhament 2xplaining—

o any deviaton in meéeung the obfigations cast an the Central Gésvernmaent
under thig Act

ti1 whether sueh deviation 15 substannal and relates te the actual or the
polential budgetary oulcomes, and

i temedial measuees the Comiral Govermnment proposes o take
8. ' The Ceniral Government mas, By actifeatzon o the Official Gazetiz mase
rubes [or carmsing oul the provisions of this Act
11 1a parucular, and without prejudice 1o the Zeneraliy of the [dregoing pawer,
swch ruics may provide for all or any of the following matters, namely —

1) the annual @rgets 1o be specified under sub-secusn (2) of secuon 4

W the fiscal indicaiors to be prescribed for the parpose of sub-zecuon (1)
R T e otetiek of 1

(45 e forms of the Meédwm-term Fiscal Poliey Statement. Fiscad Policy
Siratesy S:aement and Macro-econnmic Frame Wark Statement referrec 1o 0
sub-secuon (70 of sectan 3.

& fa discicsares and form in which such diselosures shall e Tade under
sibesecten 12} of secron 6.

- anv other matter which fs required to be. or may be. presenbed

9. Ever: —ile made under this Act shall be laid, 35 soen as may De after it 15 made:
before sach Heuse of Pariiament, while 3t 1§ in seesion, for 2 10ai period oF Zumy Gays
which ey e Jomprsed in ONE sSSSION OF IR IWE OF MO SUCCESSIVE sessiobs, and il
pefore the axzwy of the session mmmediaely f=ilewing the session or e sudcessive
cossioms aforesud. both Houses agree in making any modification in the tule of zath
Houses agres that the rule shouid not be made, the rule shall thereafter have zifect
gnly i suca mocified form or be of no effect. as the 2ase may be. so. however /at any
such medificanon or annuiment shall be without prejudice to the vahidity =7 anvthing
pravicusly done under that rule.

10. No suit, prosecution of other legal proceedings shall lie against the Central
Giovernment or any afficer of the Central Government for anything which «»in ood
tasth done of iniended to be done under this Act er the rules made thereunder

11, Ng =ivil court shall have junsdict.on 10 guestton the legality of any action
taken by, of any decision of. the Central Government. under this Act
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12. The provisions of this Act shall be in addition 10. and not in derogation of, the
pruvisions of any other law for the time bemg in force.

3. () If any difficulty arises m giving cffect to the provisions of this Act. the
Central Government may, by order published in the Ufficial Gazette, make such
provisions nol inconsisient with the provisions of this Act.as may appear to be necessary
for removing the difficulty:

-
Provided that no order shall be made under this section after the expiry af two
vears from the commmencement of ths Act

2} Every order made under this section shall be lard, as soon as may be after ol is
made. betore each House of Parliament

SUBHASH C. JAIN,
Secy 1o the Gove of tndia
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