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INTRODUCTION

This handout on BUDGET MATTERS is prepared to help as a reference
material. Itis not the true text of what is presented in the Digital Versatile (Video)
Disc (DVD). This is a trief synopsis on the subject bringing out the important
points of Budget Manual.

The handout contains two parts.
Part-1 : synopsis of the Budget Manual
Contents covered in the synopsis are :

" 1. Introduction
Performance Budgeting
Zero Base Budgeting
Planning Commission
Centrally Sponsored Schemes
National Developmen_t Council
Finance Commission
The Budget
9. SevenTier Classification
10. Codification
11. Departmental Budget Estimates

© N O O A 0N

12. Revised Budget Estimates

13. Number Statements

14. Budget Estimates relating to Plan

15. Vote on Account

16. Reconciliation of Departmental Figures
17. The Budget Control Procedure

18. Suppiemental Grants

19. New Service

20. Advances from Contingency Fund

21. Re appropriation of Funds _

Part-ll : Questions and answers as given in the DVD on Budget



BUDGET MATTERS

Introduction

1.

The word “Budget” is derived from the old French word ‘Budgettee’ which

‘means a ‘Little Bag'. In Britain, the term was used to describe the leather
bag in which the chancellor of the exchequer carried to the Parliament the
annual statement of the Government's needs and resources.

1.1 The study team on state level administration of the Administrative

Reforms Commission of Government of India defined the term
“Budget” as :

“just as Audit is the post-discipline, budget is the pre-discipline on
public spending”.

1.2 The need for a Budget arises on account gf the constitutional
obligation laid cown under Article 266 (3} which envisages
Parliamentary and L egislative control over the expenditure.

1.3 The budget of Government expresses its total activity in figures.
Budget reflects what the Government are doing or intend to do.
Expenses are budgeted in relation to anticipated income in a year.

PERFORMANCE BUDGETING

2.

A budget should not merely show fianancial outlays on various sectors
and different functions. It should always indicate the physical achievements
proposad to be attained from the financial outlays”A budget which exhibits
not only the money but also the physical targets is a performance budgest.
Some of the development departments in the state are bringing out the
physical achievements accomplished targeted in separate budget
publication.

ZERO - BASE BUDGETING

3,

It is to start from Zero base and view all actlvutles and priotities afresh and
create a new and better set-up of allocations for the coming budget year
The essence of this budgeting is to prepare defence of a ‘budget request
with out making any reference to the level of previous appropriations. The
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Central and State Governments are required to follow this approach for
the preparation of their budgets.

FLANNING COMMISSION®

4

There in no reference to the Planning Commission in the Constitution
through several commissions have been given Constitutional status. The
only reference to planning in the constitution is in entry 20 of the concurrent
list-"Economic and Sccial Planning'. In pursuance of the power conferred
by entry 20 of the concurrent list, a Planning Commission was set up in
1950 by the Government of India. This was an extra-Constitutional and
non-statutory body set up by an executive resolution of the Government to
act as an advisory body. Prime Minister Nehru was its first Chairman and
ever since, every Prime Minister has become the chairman of the
Commission. Minister of Finance is the Member of the Commission along
with some other Ministers of Economic Ministries. There are also other
members drawn from other fields, particularly from among persons having
specialised knowledge in Economics. The function of the Commission is
to formulate & integrate Five Year Plans for economic and social
development and for the ‘most effective and balanced utilisation of the
country’s resources which would initiate a ‘process of development which
will raise living standards and open out to the people new opportunities
for aricher and more varied life’. The Planning Commission is however,
only an advisory body. It formulates Plans but has no executive authority

.o implement them. As the planning commission has been set up in
pursuance of the power vested by the concurrent list subject, the
Commission can make plans for the Union as also for the States, leaving
their implementation to the Union Government or State Government as
the case may be. Planning pervaded all Departments of Government both
at Centre and in the States and this accounts for the ever increasing sweep
of economic and financial responsibilities of the Planning Commission.
The Central Plan assistance to the states is given by grants made under
Article 282 of the Constitution and here the Planning Commission plays a
decisive role in Federal Financial Relations.

CENTRALLY SPONSORED SCHEMES

5.

Only such schemes will be taken up as Central Schemes which
i)  relate to demonstrations, pilot projects, surveys and research

ti) have aregional or inter-state character
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iii) require lumpsum provisions until they could be broken down
territorially, and

iv)  have an overall significance from all India angle.

5.1 These schemes are designed by the Central Government and
implemented either directly or through the State Governments. The
ﬁnan_ces required by the State Governments to implement these
Centrally sponsored schemes are made available wholly or partly.
In the later case, the states make a matching contribution or meet
the balance of cost. The C.S.S. are included in the Plan Budget.

NATIONAL DEVELOPMENT COUNCIL

6.

The National Development Council was formed in 1952. It is an extra '
constitutional and extra legal body. It consists of the Prime Minister of
Inciia and Chief Ministers of all the States. Now all members of the Union
Cabinet as also the Administrators of the Union Territories have become
members of the council. The functions of the council are to strengthen and
mobilise the efforts and resources of the Nation in support of the plans, to
promote common economic policies in all vital spheres and to ensure the
balanced and rapid development of all parts of the country and in particular.

To review the working of the National Plan fromtime to time, and

To recommend measures for the achievement of the aims and targets set
out in the National Pian. '

6.1 This is the highest policy making body in our country, functioning
almost as a super cabinet in economic affairs,

FINANCE COMMISSION

7.

The Finance Commission is appointed by the President under Article
280 of the Constitution read with the Finance Commission (Miscellaneous
Provisions) Act, 1951. It consists of a chairman and four other members. |
The Chairman shall be a person having experience in public affairs and
the four other members shall be appointed from among the following :

Persons who are, or are qualified to be appointed as High Court-Judges

Persons having special knowledge of the finance and accounts of the
Government.
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Persons having wide experience in financial matters and administration,
and Persons having special knowledge of economics.

Vi

It was intended that the Commission should be broad based,
capable of looking at the problems facing it from all angles. The first
Commission was appointed in the year 1952 and thereafter every
five years. Eight such commissions have been appointed so far. It
is the duty of the commission to make recommendations to the
President as to: '

the distribution between the Union and the states of the net proceeds
of taxes which are, or may be distributed between them and the
allocation between the States of the respective shares of such
proceeds : (Eg. Income Tax and Central Excise Duties).

the principles which should govern the grants-in-aid of the revenue
of the states out of the Consolidated Fund of India.

any other matters referred to the commission by the President in
the interest of sound finance.

7.2 By practice and convention, the needs of the states relate only to non-
plan expenditure. Expenditure on Plan investment and central financial
assistance to the states on account of State Plans and Centrally
Sponsored Plans are outside its scope. While the scope of the Finance
Commission is limited to review of the revenue segment of the Budget,
the Planning Commission taken an overall review embracing both capital
and revenue requirements of states.

8.1

- THE BUDGET Consists of

Consolidated Fund of the States,
Contingency Fund of the State, and

Public Account of the State.

The transaction relating to the consolidated Fund of the states are
accounted for in three different sections, viz. (a) Revenue Account
(b} Capital Account (c) Loan Account. As per article 266 (1) of the
Constitution, all revenues received, all loans raised by the issue of
Treasury Bills, loans, or ways and means advances and all moneys
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received in repayment of loan shall form “Consolidated Fund of the
State”. : '

8.2 As per Art. 267 (2) of the Constitution “Contingency Funds of the

State” is in the nature of an advance of 50 crores from the
Consolidated Fund of the State. It is intended to provide advance
for meeting unforeseen expenditure arising in the course of the year,
pending authorisation of such expenditure by law to be passed by
the State Legislature under Art. 205 and 206 of the Constitution.

8.3 As envisaged in Art. 266 (2) and 284, the “Public Account” of the

state pertains to all public moneys received by or on behalf of the
State Government which are not creditable to the Consolidated Fund
of the State. The State Government act as Bankers in receiving
amount which they subsequently recover some are merely adjusting
heads and all these transactions are cleared eventually by adjustment
under final heads. '

. SEVENTIER CLASSIFICATION

9.

The new revised Budget classification which came into force in 1974-75
and further revised from 1-4-87 is given below:

SECTORIAL CLASSIFICATION :(Comprising sub-major head
wherever necessary) to indicate the groups of various functions of
the government corresponding to the sectors of the Plan -
classification.

MAJOR HEADS : (Comprising sub-major head wherever necessary)
to indicate the functions of the government such as agriculture,
education, health etc. and to correspond to heads of development

in Plan classification.

SUB MAJOR HEADS : This indicate further classifications of a
Function or major head. .

MINOR HEADS : To denote the various Plan and Non-plan
programmes under each function.

GROUP SUB-HEAD : This indicates a group of schemes.

SUB-HEADS : Todenote the schemes or organisations under each
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programme or minor head. These are bracketed in the Budget
documents. To facilitate easy identification of certain common
schemes, the State Government adopted standard code numbers
to common sub-heads in para 5.22.6 of the Budget Manual.

vii. DETAILED HEADS OF ACCOUNTS are standard objects of
expenditure (including sub-detailed heads wherever necessary) such
as salaries, travel expenses etc. are laid down in G.O. Ms. No. 304
Fin. & Plg. dt. 5-12-94 and Govt. Memo No. 30136-4/917/Bu/A1/
94, Fin. & Pig. dt. 5-12-94. Inthe G.O. Ms. No. 6647 rp dt. 27-10-01,
the detailed heads of account have been reversed.

10.  Therevenue receipts have three sectors viz. ‘A-Revenue, ‘B’-Non-Tax
Revenue and ‘C’-Grants - in - aid and contributions.

10.1 The sectors relating to payments / expenditure are as follows :

10.1.1 GENERAL SERVICES : Include services which are
indispensable to the existence of an organised state such
as Police, Jails etc.,

10.1.2 SOCIAL SERVICES deals with programmes connected
with the provision of basic social services to consumers,
such as education, medical relief, housing, social security
and welfare and services needed for community living such
as public health, urban development, information and
publicity.

10.1.3 ECONOMIC SERVICES deal with programmes and
activities in the fields of production and trade towards
economic growth of the State/Nation.

10.2 All expenditure on a function, programme or activity will be
recorded under the appropriate major, minor or sub head for
purposes of planning and review.

CONDIFICATION

11. A four digit numerical code has been assigned in the revised
* classification from 1-4-87. Two digit code for sub-major heads have been
adopted. In respect of certain minor heads having a common
nomenclature ih various major heads as far as possible, the same
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standard three digit code number is adopted. The coding pattern is that
first digit in the Major heads under Receipts head is either O to 1 and the
first digit of corresponding Revenue expenditure Heads. Capital Heads
on Loans and Advances are derived by adding the number 2 to the first
digit in each of the major heads of account. The illustration is as follows

Major head Code Number
SILNo. Function Receipts Expenditure  Expenditure Loans &
Heads Heads Heads Advances
Revenue Revenue Capital Account
Account Account Account
1. Medical and
public health 0210 2210 4210 6210
2, Road '
Transport 1065 3055 5055 7055

11.1  Under the scheme of condification, the ‘receipt major heads’ are
assigned the block of consecutive serial numbers 0020 to 1999
and ‘expenditure major heads’ on revenue account from 2110 to
3099. The only capital receipt major heads on capital accounts
are assigned code numbers from 6010 to 6100. The ‘major heads

» under loans and advances'’ etc. are allotted code numbers 6101
to 7909. The only major head ‘Contingency Fund’ under part Il
has the code No. 8000. The major heads in part lll Public Account
are given code numbers 8001 to 8399 both for receipts and .
payments.

DEPARTMENTAL BUDGET ESTIMATES

12.

The budget is based on the departmental estimates submitted by the
heads of departments and certain other estimating officers and these
departmental estimates are themselves based on the estimates
submitted hy the District Officers of the departments.

12.1 Heads of Departments and other estimating officer should prepare
their estimates in duplicate on the skeleton forms furnished by the
Finance Dept. and send one copy direct to the Finance Dept.
and the other to the Administrative Dept. of the Secretariat
concerned. As laid down in para 16.9.1 of the Budget Manual, all
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12.2

123

12.4

budget estimates should be submitted to the administrative Depts.
of Secretariat concerned with a copy to the Finance and Planning
(Fin. Wing) Dept. not later than 1st October.

The administrative dept. should send the estimates with their
comments so 2s to reach the Fin. Dept. by 15th.

The Accountant General will also forward the skeleton forms with
the account figures of the previous budget year and the actuals
for the first five months of the current financial year to the Fin. Dept.
in batches between 10th October and 31st December.

The form of departmental estimate, is given below in which
columns. 3, 4 & 5 are expressed in thousands.

Minor heads, sub-heads and : Accounts for the year
Detailed heads of appropriation (1) (Nearest rupee) (2)

Budget Estimates forthe Revised Estimates for Budget estimates for the

current year (3)

the current year (4, next year (5)

12.5

126

An explanatory note to justify the provisions under each sub-head
of account should be given covering the following:

the objectives of the department ¢~ the scheme.

the quantum of work done by the department, the physical targets
achieved under the scheme during the previous year and the
physical targets proposed to be achieved during the current year
and the next year.

the justification for various categories of posts and the number of
posts in each category.

relevance of the programme to the overal! objective in the present
context, and

the consequence of its non-funding.

The provisions under the concerned detailed heads i.e. standard
objects of expenditure, should be included keeping in view the
guidelines indicated in A.P. Budget Manual read with G.O. Ms.
No. 304 Fin. & Plg. dt. 5-12-94.
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12.7 The provision for Leave Travel Concession and other fringe
benefits to employee, i.e. Educational Concessions etc. shall be
included under “Salaries”

12.8 The estimates for contingent expenditure shown under “050 office
expenses” should be prepared with reference to the instructions
laid down in para 16.16 of the A.P. Budget Manual.

12.9 Details of the items of contingent expenditure included, detailed
reasons together with figures should be furnished along with the
actuals for the past three years in respect of each item.

12.10 Proper attention must be paid while estimating water and
electricity charges which should take into account pending arrear
bill, the increase in tarift rate etc. and provision for the amounts
that will become payable in the year.

12.11 Wherever arrears are included, detailed reasons together with
figures should be furnished in the explanatory note.

12.12 Provisions should be made in the Budget Estimates for the coming
year for all sanctioned schemes but not for schemes of new
expenditure which have been submitted to Government but not
yet sanctioned.

12.13 Inclusion of lumpsum provision in the estimates should be avoided.

12.14 Estimating officers should, in preparing the Budget estimates
make provisions for contingent expenditure etc. on the basis of
the lowest expenditure incurred in any of last three years. No
increase in provision will be allowed except for special reasons.

12.15 Provision for the maintenance of office motor vehicles should be
made under the sub-detailed head “057 meaintenance of functional
vehicles”. Similarly the provision required for maintenance of
functional vehicles like Ambulance Van etc. should be made under
the sub-detailed head of account “212 Motor Vehicles-
maintenance of Functional Vehicles under the detailed head of
account 210-Motor vehicles” under the respective sub-head of
account. The payment required for payment of hiring charges
should be made under the head “690-Hiring of Private Vehicles”.

12.16 The estimating officers should ensure that pr-visions are included
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in the Budget Estimates for all items of expenditure which can be
foreseen and avoid obtaining supplementary grants during the
course of the year. They should prepare the estimates very
accurately and include schemes and the provision therefore which
will definitely be spent during the year so as to avoid surrender of
huge sums at the end of the year. .

REVISED BUDGET ESTIMATES

13.

The Revised Estimate for a year is an estimate of the probable receipts
or disbursements under each head for that year framed in the course of
the year with reference to the actual transactions recorded for the months
of that year for which complete accounts have become available. The

" revised estimates are prima facie the best guide to the coming year’s

estimates. They would enzable the Gowt. to arrive at the appropriate closing
balance for the current year which will become the opening balance for
the next year. Itis therefore es sential that revised estimates are prepared
with great care and should be: as close as possible to the actuals, there
are 3 methods for the calculation of revised estimates under para 16.6

. of the Budget Manual. One of the 3 methods which is considered to be

most suitable for each particular case can be adopted. It should be noted
that the revised estimates do 1ot authorise any expenditure. If provision
is made for additional expenditure in them it is necessary to apply
separately for additional appropriation required. Similarly, a reduction
in the provision of funds for the revised estimates does not obviate the
necessity for the formal surrender of any amount provided in the Budget
Estimates.

v

NUMBER STATEMENTS

14.

According td para 16.20.1 of A.P. Budget Manual, the Heads of
Departments and the other Estimating officers are required to submit
number statements to the Finance Dept. by 1st August, every year a
statement giving particulars of posts in each permanent and temporary
establishment (both gazetted and non-gazetted), the sanctioned monthly
pay, the special pay if any, and the fixed allowances attached to posts or

-individuals that will be drawn on the 1st April, of the following year and

number of officers at each rate of pay for whom provision will be made in
the departmental estimates. The provision required under the sub
detailed heads 011 pay, 012 allowances, 013 Dearness Allowance “shall
be exhibited separately under the detailed head “010 Salaries”. The
provisions required for meeting the expenditure on educational
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concession, medical reimbursement charges etc. should be shown under
the sub-detailed head “012 allowances”. This detailed head includes
LTC also and the details given separately for each of the above items.
The details of vacant posts and the period they are likely to be vacant
should be indicated in the number statements. Copies of the Govt.
sanctions in respect of all temporary establishments should be enclosed
to the number statements and their references indicated in the statement
where the particulars of staff are given. The number statements in respect
of posts under Plan, Non-Plan and Grants-in-aid towards salaries shall
be sent separately under respective sub-heads, major heads of accounts.
All the Heads of Depts. and other estimating officers should furnish the
number statements in the proforma-l and li prescribed by the Finance
Dept.

BUDGET ESTIMATES RELATING TO PLAN

15}

The heads of dept. and the estimating officers should prepare Plan

~budget separately and should not mix up or merge with Non-plan

provisions. The Departmental Clearance Committee constituted in
G.0.Ms. No. 26 F&P (Plg. Wing A.P.1.) Dept., dt. 8-5-95 is convened by
the Administrative Dept. in secretariat in respect of continuing ptan
schemes. The Project and Programme Approval Committee constituted
in G.0. Ms. No. 29, F&P (Plg. Wing. API) Dept., dt. 4-6-95, is convened
by the Planning Dept. for new schemes included in the Plan. Proposals
to the Departmental Ciearance Committee / Project and Programme
Approval Committee in the proforma prescribed by the Govt. (Annexure
| and Il appended to Govt. U.O. Note No. 6217/Pig. A.P./91-1, F&P Dept.
dt 1-4-91) should be furnishea o the administrative Dept./Plg. Dept. in
10 copies.

FINAL BUDGET

16.

17.

Finance Dept. will determine the final estimates, by about the end of
Januery. Copies of the budget publication containing inter alia the “Annual
Financial Statement” or “Budget”’ prepared by the Finance Dept. are
sent to the Secretary to the State Legislature for circulation to the
members at the time fo presentation of Budget by the Finance Minister
on a day to be fixed by the Governor which will ordinarily be towards the
end of February.

There are three stages in the preparation, presentation and obtaining of
approval of legistature for the Budget.
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17.1

17.2

17.3

FIRST STATE : Under Article 202, of the Indian Constitution, a
statement of estimated receipts and expenditure of the State for
each financial year has to be laid before the Legislature. This
statement is known as the “Annual Financial Statement” of
“Budget”. It shall show separately (a) the sums required to meet
the expenditure charged on the Consolidated Fund of the State
and (b} the sums required to meet other expenditure proposed to
be made frerm the Consolidated Fund of the State. It shall
distinguish expenditure on revenue account from the other
expenditure.

SECOND STAGE : Under Art. 203 of the Constitution, demand
for grants indicating the service of administration (or Dept. to
which the demands relate, are presented to the legislature. The se
demands are discussed in the Legislative Assembly and vote d.

THIRD STAGE : Under Art. 204 of the Constitution, after he
demands for grants are voted by the Assembly, and appropriat on
bitl, with a schedule of grants made by the Assembly and "he
appropriations required to meet the expenditure charged on1e
Consolidated Fund, will then be introduced in the Legislat ve
Assembly. After the bill is passed by the houses of Legislatt re
the Appropriation Act will be submitted to the Governor or
approval and this appropriation Act, permits the chief controlling
officers/subordinate controlling officers/drawing and disbursing
officers to incur expenditure from the Consolidated Fund of the
State for meeting the day to day expenditure on public service.

VOTE ONACCOUNT

18.

19.

The above three stages are normally expected to be.completed by 31st

March. If any delay is anticipated in this regard, demands for advance

grants in respect of the estimated expenditure for a part of the Budget
year, may be presented to the Legislative Assembly. Thereafter the
demands will be discussed, voted and finally passed an appropriation

act in the manner laid down in Art. 203 and 204 of the Constitution. This

'is called “Vote on Account”. It permits the Govt. to spend money from the

"Consolidated Fund of the State”, for a portion of the financial year from
1st April, pending the passing of appropriation bill for the whole year.

BUDGET CONTROL AND DISTRIBUTION OF FUNDS TO
DISTRICT OFFICES

The expenditure incurred during the year should be kept within the
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provision authorised in the demands for grants and the Apprdpriation
Act. There is a chief Controlling Officer for every service or administrative
Department who will ensure control of expenditure with reference to
details of expenditure reported by the Disbursing officers in Form “B"
every month. The figures of expenditure received from the disbursing
officers are consolidated in form “O” by the Chief Controlling Officer.

19.1  The Treasuries in the Districts and the Pay and Accounts Officer,
in the twin cities render compiled account of receipts and
expenditure of the Govt. to the Accountant General.

19.2  Computerisation of each month’s Govt. accounts inicuding those
relating to Pay and Accounts Office, Hyderabad is attempted from
April, 1979. The purpose sought to be achieved by these
computerised print-outs supplied by the Fin. & Plg. Dept. to the
Chief Controlling Officers are : (a) reconciliation of receipts and
expenditure treasury wise with District Departmental figures every '
month, (b) monitoring the progress of Plan and Non-plan schemes
with reference to State level expenditure figures (c) reallocation
of budgetary resources in time and (d) reconciliation of
departmental figures with the books of the Accountant General.

Reconciliation of Depatmental Figures :

RECONCILIATION OF DEPT. FIGURES TO BE DONE WITH THOSE
BOOKED IN THE TREASURIES AND THE FIGURES BOOKED IN THE
ACQOUNTANT GENERAL'S OFFICE

20. Accordiné to para 19 of the Budget Manual, every chief controlling officer
should watch the progress of expenditure continuously and for this
prupose, he should require the Disbursing Officers to report every month
the figures of actual expenditure during the previous month and the
liabilities incurred, but not yet paid. Each disbursing officer should
therefore maintain a register of disbursements and liabilities and as soon
as abill is encashed at the treasury, it should be posted in the appropriate
cclunins of the register against the District Treasury in which the payment
is made. The disbursing officer and the chief controlling officer shall
reconci'e the figures of expenditure with those booked in the treasury
and this reconciliation work must be completed on or before 4th of each
month for the expenditure incurred in the previous month. After the close
of each month, every disbursing officer should, after reconciliation with

»
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20.1

20.2

20.3

treasury figures as prescribed by the chief controlling officers in
consultation with the District Treasury Officer, forward to the controlling

~ officer immediatzly superior to him an extract of his account.

The Chief Controlling Officer should consolidate the totals of his own

‘expenditure and that shown in the extracts from the registers of the

subordinate controlling officers and he should send an assistant of his
office to the Accountant General's office with the departmental registers,
quarterly on a date to be fixed to each department by the Accountant

- General. The assistant should with the assistance of the' AG's staff

compare the departmental figures with those recorded in the AG’s books.
A statement of discrepancies shall be prepared in duplicate and analysed
in two columns, one showing the adjustments to be made in AG’s books
and the other showing the adjustments to be made by the chief Controlling

. Officer. One copy of the statement of discrepancies shall be handed

over immediately to the AG's office by reconciliation assistant for affecting
the necessary adjustments and another copy will be taken by the assistant
to his office where necessary adjustments should be effected in the
departmental registers. The chief controlling officer should then send a
certificate to the AG that this work has been done. Similarly the AG’s
office make the necessary adjustments in his books and inform the
assistant that the adjustments have been done. The chief controlling officer
should then send a certificate to the AG stating that the figures in his
office registers have been reconciled with those in the books of the AG's
office. The Treasury shall prescribe a date on which each drawing officer
shall reconcile monthly figures with the treasury or pay and accounts office.
The treasuries and pay and accounts office shall maintain a register
showing the dates on which the reconciliation was made by the officers
and shall verify the correctness of the certificate furnished by the drawing
officers along with the pay bills.

The chief controlling officer (i.e. Heads of departments) shall get the

" figures of receipts and expenditure for the entire state reconciled with

those booked in the AG’s office on quarterly basis by foliowing the
procedure already prescribed and a certificate to that effect shall be
furnished to the Pay and Accounts Officer. The chief controlling officer
shall furnish the PAQC the designation of the officer / officers in his office
entrusted with the responsibility of reconciling the consolidated state wide
figures of receipts and expenditure with the Accountant General, head
of account wise. '

The salary of the concerned officer who is responsible for reconciliation,
shall not be allowed to be paid by the PAQ for the second month in the
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next quarter if a certificate of reconciliation with the AG's figures is not
furnished to the PAO i.e. if the officer fails to get the accounts reconciled
for the quarter April to June by the end of August, the satary for the month
of Septeniber shall not be allowed to be drawn by the Treasury or the .
PAO, as the case may be.

THE BUDGET CONTROL PROCEDURE

21.

In order to ensure that the expenditure is kept well within the budget
allotment and to avoid ways and means difficulties, Govt. introduced with
effect from 1.8.67 a system of control over the expenditure with particular
reference to the budget allotments.

21.1 Heads of departments should prepare and send the distribution
statements of funds direct to their subordinate officers and the
Distrcit Treasury Officers with copies to the Director of Treasuries
and Accounts. The DTOs should act on the basis of these
statements without waiting for the authorisation from the Director
of treasuries and accounts and admit expenditure for the first three
months of financial year i.e. April, May and June.

21.2 In the meantime the Director of treasuries and accounts wili
scrutinise the statements and communicate them to the Treasury
v officers for admitting expenditure, before the end of June.

21.3 The expenditure for the entire year should however be regulated
only on the basis of authorised statements communicated by the .
Director of Treasuries and Accounts and variations in the
statements first communicated by the controlling officers directly
as compared to the figures authorised by the Director of treasuries
and accounts, should be reported for reconciliation to the Heads
of departments.

21.4 Ifthe statements are not received before the end of June through
the Director of treasuries and accounts, the DTO will not admit
fresh expenditure in audit. '

21.5 Inrespect of items which are exempted from Treasury Control,
the DTO may continue to admit bills till the end of June evenin the
absence of distribution statements from the chief controlling
officers.

21.6 Inrespect of departments having Chief Accounts Officers, while
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communicating the distribution statements to the DTO it should
be clarified by the concerned heads of departments that
statements of distribution are issued with the concurrence of
Director of Treasuries and Accounts only, quoting his reference
number and date. A copy of this should be marked to Director of
treasuries and accounts. The DTO should not insist for a separate
authorisation from the Director of treasuries and accounts and
can admit the bills.

21.7 The chief controlling officer / Estimating officers have to incur

expenditure under Plan and Non-Plan on quarterly basis except
where specific authorisation was given by the Finance department
for incurring expenditure otherwise.

SUPPLEMENTAL GRANTS

22.

Unavoidable and unforseen circumstances may, however, sometimes,

 arise inthe course of afinancial year, making it necessary to incur urgently

fresh expenditure under one or more detailed heads or to incur
expenditure on a new service, not contemplated in the original Budget
Estimates. In such cases, savings in other appropriations by
postponement or curtailment of less urgent expenditure, may be
reappropriated except when it is on account of a ‘New Service'. If this is
not possible a supplementary statement of expenditure should be

-presented to the Legislature as laid down in Art. 205 of the Constitution.

15th February is fixed as the last date for submission to Govt. by
controlling officers of applications for surrender of savings in

-appropriations and for reappropriation and supplementary

appropriations. 25th February is the date by which the Finance Dept.
should receive the above proposals from the Administrative departments
concerned,

221 Inthe case of supplemental grants, it is not necessary to postpone
' the expenditure till the receipt of Appropriation Act. Bills can be
presented at the Treasuries/PAQ, after obtaining the approval of
the Director of treasuries and accounts by appending the
certificate, if it is under the purview of Treasury control, that “The
additional amounts included in the statement are those for which
the supplementary estimates have been accepted by the Fin. &
Plg. (Fin. Wing) Dept’ (Govt. circular Memo No. 3511/d/20/W&HII/

81 F&P and Govt. Memo.No. 1589-B/25/W&H)I, F&P).
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NEW SERVICE

23.

The revised monetary limits for treating the schemes to be introduced
during the course of the year as "New Service/New Instruments of
Service” are indicated in the annexure to G.0O. Ms. No. 265, Fin. (BG)
Dept. dt. 18.5.90. Expenditure on a ‘New Service’ not contempiated in
the Budget Estimates for the year should not be incurred whether the
expenditure is charged or voted and whether it can be met by
reappropriation or not, until it is included in a supplementary statement
of expenditure presented to the Legislature and eventually in an
Appropriation Act. If the expenditure can be met from the saving within
the grant, wholly or in part, it will be sufficient, if a token sum of Rs. 1,000/
- or the balance actually required, as the case may be, is included in the
supplementary statement of expenditure.

ADVANCES FROM CONTINGENCY FUND

t

23.1 Pending the authorisation of funds by the Legislature, an advance
may be sanctioned by the Governor from the “AP Contingency
Fund” to enable urgent expenditure being incurred on a “New
Service or on an existing service” Advance from the Contingency
Fund do not lapse at the end of the financial year. Supplementary
- estimates for recoupment of advances sanctioned from the
Contingency Fund, should be to the Finance and Planning Dept.

by the Administrative Dept. concerned.

REAPROPRIATION OF FUNDS

24.

25.

Reappropriation of funds as between different grants or between revenue,
czpital and loans sections within the same sections of the grant are not
permissible. Reappropriation should not be sanctioned by Heads of
depts. from Plan to Non-plan expenditure and vice-versa.

24.1 As per Govt. circular memo No. 2725/938/BGAI/97-1 F&P., dt.
11.9.97, reappropriation of funds from one head to the other as
stipulated in para 20 of Budget Manual may be sanctioned by
Heads of Departments.

24.2 Reappropriation should invariably be in multiple of Rs. 1,000/-

The final appropriations and the actual expenditure in the year under
each heads of appropration within the several grants will be shown in
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286.

27

the detailed “Appropration Accounts” prepared by the Accountant

- General, after the close of the financial year, together with the explanation

reported to him by the controlling officers. Important variations and
excesses or savings in the total final appropriation for each grant
separately for voted and charged expenditure are brought clearly in the
appropriation accounts, which are submitted to the Legislature by the
Accountant General. The Legislative Assembly investigates the variations
with reference to the explanations given by the Chief Controlling Officers.
The Public Accounts Committee’s recommendations are in a report
presented to the Legislature. '

The Legislature, thus, exercises a control over finance twice, once before

the approval of the Budget, again, after the expenditure figures are
brought out by the Accountant General in the form of Appropriation
Accounts.

Zero base Budgeting has been introduced in G.O. Ms. No. 42 (Fin. &
Plg. F & W BG) Department dated 22-4-2000 as per which each dept

“shal! fix annual and quarterly targets to monitor performance and for this

purpose departmental committees have been constituted. This G.O.
Stipulates the criteria regarding Zero Base Budgeting and aims at a
thorough examination of the on going schemes with reference to the
present day needs and Budgeting should be undertaken only for need
based schemes. A thorough examination right from the scratch is made

- with a view to ensuring that the inputs are relevant.

A PLAN IS A REAL THING, AND
THINGS PROJECTED ARE
EXPERIENCED. A PLAN ONCE
MADE AND VISUALISED
BECOMES A REALITY ALONG
OTHER REALITIES - NEVER
TO BE DESTROYED BUT
EASILY TO BE ATTACKED

JOHN STEINBECK
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BUDGET MATTERS

Questions & Answers

1.
Ans:-

Ans:-

Ans:-

Ans:-.

Ans;- .

What are the financial resources creditable to the Consolidated Fund?

Tax Revenue, Non-Tax Revenue, Grants-in-aid received from various
sources, loans floated by the Government are creditable to the
Consolidated Fund of the State.

How is the budget classification indicated in the bill$ at the time of their
draw! from the Treasury?

The budget classification will be indicated excluding sector and sub-

_ sector. The classification including Major Head, Minor Head, Sub Head,

Detailed Head, Sub detailed Head etc. are detailed in the bills -
presentedin Treasury. :

To which detailed head of A/c the expenditure under Leave Travel

Concession is debitable?

010 Salaries - 017 Leave travel concession.
Is it is permissibie to make lumpsum provisions in the budget
estimates?

According to Para 16.12 of Budget Manual, lumpsum provision is not
permissible. Details must be submitted with justification. But in Local
bodies and Private organisations, when some works like drainage,
buildings, laying Roads etc. are taken up lumpsum provision can be
permitted. Though lumpsum provision is made, detailed statements

should be enclosed.

. State the periodical return, which deails with the estimation of salaries
as a distinct entity well in advance?

The statement of numbers and fixed allowances is the first periodical
return every estimating officer submits to the Government indicating
the estimated expenditure on salaries of Government employees for
the next year. Details of the same are available in para 16 of budget
Manuail. '
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Ans:-

Ans:-

Ans:-

10.

1.

Ans:-

To which head of account the expenditure on Office Machinery is
debitable?

The expenditure on purchase of office machinery, such as typewriters
etc, is debitable to 056-Other Office Expenses.

To which head of account the uxpenditure on the Petrol expenses of
the office vehicles is debitable?

The ey;penditure on petrol, oils and lubricants is debitable to the detailed
head of account 450-Petrol, Oil and Other Lubricants

To which detailed head the expenditure of functional vehicles is
debitable?

If the Vehicle is running for functional reasons it will be debited from the
detailed head 240 but wherever the staff/Officer use, it will be debited
from detailed head 026 (Old Head of Account).

What are the steps taken to ensure revenue collection expeditiously?

To ensure expeditious revenue collection, there must be proper
demand and it is served in time. If there is a collection, which is not
preceded by a demand, action should be taken to ensure that the
collections are made as per the rates prescribed well intime. 1) The
higher officers should monitor very closely. 2) Whatever is collected
shotild be brought into accounts. 3) Whatever is brought into accounts
shouild be remitted to Government Treasury expeditiously. 4) Properly
classified 5) proper reconciliation done.

How is the budget voted for a part of the financial year termed?

According to Constitution of India, there are four types of budgets. (1)
The budget voted by the Legislature for entire financial year. (2) The
budget voted by the Legislature for the part of the financial year. This is
called Vote on Account Budget.' (3) Exceptional grant. (4) Vote of Credit.

Is re-appropriation of savings from the detailed head 010 to 040 travel
expenses permissible?

Heads of departments have got powers to 11 ansfer the savings from
one detailed head to another. Savings in 010-Salaries in a scheme
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12.

Ans:-

13.

Ans:-

14.

15.

Ans:-

can be reappropriated to same head in another scheme. But savings
in 010-8alaries cannot be reappropriated to 040-Travel expenses.

Can a drawing officer order re-appropriation of savings from one
detailed head of account to another detailed head of account?

Re-appropriation means transferring the savings from one detailed
head of account to another head of account. Proposals for re-

. appropriation should be sent to the head of the dept. If it is beyond the

limits of the head of the department, it will be sent to the Government.
for approval.

What are the aspects, which have to be taken care of by a Disbursing
officer before he disburses the moneys drawn for vartous purposes,
on behalf of the Government?

He should ensure that the money transaction should be entered in
various records maintained in his Office. Proper vouchers should be
made for the payments he does. He should ensure that there is no
advance payment. He should take care that the rules laid down in the
Financial Code and Treasury Code are strictly followed while disbursing
money. He should maintain register of Disbursements to note all
receipts from the Treasury and prepare a consolidated statement at
the end of the month and tally with budget.

" What is meant by ‘Surrender of savings'?

If the head of the department is not able to spend the budget in
appropriate head of account or re-appropriate to another head of
account and utilize, he has to surrender the savings to the Government
by 25th February of every year. Not surrendering the savings is a major
irregularity. '

What is meant by ‘Transfer Entries’?

Transferring the entries from one head of account to another head of
account as a measure of rectification is known as ‘Transfer Entries’
(T.Es) (Accounts Code Art. 52). If entries in respect of any receipts are
made wrongly to some other account, it will be rectified through T.Es..
Some transactions between departments are done through book
adjustments and the accounting is done through T.Es. Sometimes all
expenditure booked into one detailed head and later transferred to
various other detailed heads.
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16.

Ans:-

i 78

Ans:-

18.

Ans:-

19

Ans:-

What are the financial activities coming under the Public Account?

The activities carried out by Government in the capacity of a bank,
such as: Provident Fund, Reserve Fund, Deposits & Advances,
suspense and miscellaneous amount, Remittance and cash balance:

How are the grants-in-aid received from the external agencies exhibited
inthe budget?

The Grants-in-aid received from the external agencies wil be done in
two types: (1) External agency gives the budget to Government and
insist to spend the money for a particular purpose. (2) External agency
will deposit the money and grant from time to time when needed for
another agency:. It can monitor the expenditure of the budget

What is the criteria followed in the scrutiny of the revised budget
estimates and the budget estimates?

Both the revised budget estimates of the current year and budget
estimates of next year of the concerned department should be
submitted to the Government by 1st October every year by the heads
of the departments. For revised estimate we should ensure that what
are the requirements for rest of the year, based on actual expenditure
incurred in first four months of the current financial year. If not possible
take !ast four months of the previous year be taken and both merged
to come to conclusion about budget estimates. ‘Zero based Budget'
examines the real need of organizations and requirement fo funds which
is followed now.

What is meant by Treasury control?

After the budget is approved by the Legislature, the Finance Deparment
communicates the budget alloiment to the heads of the departments.
They will. communicate to various offices [down below. Heads of
deparment will re-allot the budget as per their requirements and send
the copy to Treasuries. The Treasury will checkup the statement and
find that whether the allotment is with in the timits of the budget allotted
and prescribed by the finance dept. or not and scrutinize the same.
The distribution by head of the department as per the allotment by
Finance Department and check by Treasury Department is called
Treasury Control.

23



20.

21.

Ans:-

22,

Ans:-

23.

Ans:-

24,

Ans:-

How is the budget for a new scheme not nicluded in the budget
estimates provided?

Para 20.3.6 of the Budget Manual provides in case, a new scheme is

launched and it comes under a new service, an advance must be

sanctioned from AP Contingency Fund initially and expenditure incurred.
Later the amount required will be got approved by the Legislature by
way of a supplementary budget.

Is re-appropriation of savings from the savings under plan to Non-plan
permissible?

It is not permissible. Para 20.4 of the Budget Manual indicates
restrictions on reappropriations.

Which is the detailed head to which the expenditure on purchase of the
Library Books should be debited?

070 Publications.

Which is the detailed head to which the expenditure on the pleader’s
fees is debitable?

330 Payments for prc')fessiona| and Special Services.

What is meant by Token Grant?

As per para 20.3 of Budget Manual new service scheme can be
sanctioned without provision in Budget. For such cases we will seek
permission from legislature to sanction the ‘Token Grant’ to meet the
above expenditure, from the savings in other head of account.
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LAWS TO LIVE BY

MURPHY’S LAW
NOTHING IS AS EASY AS IT LOOKS;

EVERYTHING TAKES LONGER THAN YCU
EXPECT,

AND IF ANYTHING CAN GO WRONG,
(TWILL

AND AT THE WORST POSSIBLE MOMENT

CHISOHN'S LAW

ANYTIME THINGS APPEAR TO
BE GOING BETTER, YOU HAVE

OVERLOOKED SOMETHING
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