Ministry of Finance
Department of Economic Affairs

North Block
pir New Delhi 7 110001
Joint Secretary (Budget) :

January 2, 2007
D.0. F. No.4{32)-B(SD)/2006
Dear

The third and final batch of Supplementary Demands for Grants for 2006-
2007 is proposed to be presented to Parliament in the forthcoming Budget Session.
The Supplementary Demands proposed to be included in this batch may be decided
taking into account the provisions for both Plan and Non-Plan expenditure in the
relevant Grant.

2 The Supplementary Demands may be proposed in the following cases:

(a) For authorization of the expenditure out of the advances sanctioned
from the Contingency Fund of India, which have not yet been
recouped.

(b) In cases where the approved Revised Estimates would result in
excess over the sanctioned provision in the Grant. The excess must
be separately assessed for the Revenue expenditure, the Capital
expenditure, the Voted expenditure and the Charged expenditure
included in the grant. Thus, the Sdpplementary Demands will be
required in cases where the additional provision is required over and
above the original budget provision plus the additional provisions
granted in the first and second batches of Supplementary Grants plus
the advances sanctioned from the Contingency Fund of India, if any.

(c) In cases where savings are available within the Grant to meet any
excess requirement but the savings cannot be re-appropriated under
the existing rules, e.g. from the Revenue Section to the Capital
Section and vice versa or from ‘Voted expenditure’ to ‘Charged
expenditure' and vice versa. The items already included as per (a)
above need not be included again.

(d) In cases where the expenditure is to be incurred on a New Service or
Mew Instrument of Service and hence prior approval of Parliament is
necessary even though the expenditure can be met from the savings
available within the Grant. In such cases, a Supplementary Demand
of a token amount will be required, The items already included as per
(a) above need not be included again.

(e) In cases where payment is to be made in satisfaction of court decrees
etc., which are not covered under category (a) above and, which, if
left uncovered, may result in ‘Charged’ provision in the Grant, if any,
being exceeded.

() In cases where we have specifically agreed to the inclusion of the
item in the final batch of Supplementary Demands for Grants.
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3. In cases where savings are available within the Grant, which can be re-
appropriated, it may please be noted that no Supplementary Grant (even for a token
amount) is required for additional establishment related expenditure of existing
Government offices. This may be met by re-appropriation of savings after obtaining
the approval of the competent authority.

4. As recommended by the Public Accounts Committee, any order for re-
appropriation, issued during a financial year, which has the effect of increasing the
budget provision under a sub-head or standard object head by more than 25% of
Budget Estimates or Rs. one crore, whichever is more, is required to be reported to
Parliament along with the last batch of the Supplementary Demands of the financial
year. The information in respect of such cases may also be fumnished for being
appended to this batch of Supplementary Demands (para 7 below) and may also be
promptly sent to us for possible inclusion in the Supplementary Demands booklet.

5, While processing proposals for Supplementary Grants, the Grant
controlling authority must invariably identify savings available within the Grant so that
the infructuous or inflated Supplementary Demands are weeded out and the
eventuality of a surrender after obtaining Supplementary Grant is avoided. The
Public Accounts Committee has been very critical of cases where Ministries/
Departments procured Supplementary Grants in earlier years but the final
expenditure was less than the approved grant. The proposal for Supplementary
Demand for Grants may be projected after a thorough and objective assessment of
additional requirement of funds. The Supplementary Demand should be sought for
the minimum necessary amount after a thorough review of savings (both under Plan
and Non-Plan) within the Grant,

6. Recurrence of excess expenditure over sanctioned provision in certain
Grants has also been viewed very seriously by the Public Accounts Gommittee.
Needless to say, such expenditure is unauthorised expenditure and must be avoided
at any cost, Therefore, not only the Supplementary Demand should be sought for
the minimum necessary amount after a thorough review of savings (both under Plan
and Non-Plan) within the Grant but it should be sufficient to cover any foreseeable
excess. In order to ensure that this fine balance is met, | would urge you to keep the
expenditure under close watch on a daily basis after sending the proposals for
Supplementary Grants and promptly inform us if there is a significant variation
requiring correction in the proposals. We will try our best to accommodate requests
for changes keeping in view the tight schedule of printing of Supplementary
Demands, which happens to overlap with the work of preparation of annual Budget
documents. | seek you kind cooperation in this regard.




s |, therefore, request you to send us the proposals for Supplementary
Demands conforming to the above guidelines along with 3 copies of detailed brief
thereon (for use of the Finance Minister) latest by February 6 ,2007. The proposal
may be addressed to Shri V.Prakash, Dy. Director (SD), Room No. 237, Ministry
of Finance, Department of Economic Affairs, Budget Division, North Block,
New Delhi 110 001. In case there is no proposal for Supplementary Demands, you
are requested to send intimation to this effect by the due date.

With regards,
i Yours sincerely,

U,

(L.M. Vas

Shri
Addl. Secretary & Financial Adviser,



