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THE HIMACHAL PRADESH FISCAL RESPONSIBILITY AND BUDGET
MANAGEMENT (AMENDMENT) BILL, 2011

ARRANGEMENT OF CLAUSES

Clauses:

1. Shorttitle.
2.  Amendment of section 5.
3. Amendment of section 7.



Bill No. 3 of 2011

THE HIMACHAL PRADESH FISCAL RESPONSIBILITY
AND BUDGET MANAGEMENT (AMENDMENT) BILL, 2011

(As INTRODUCED IN THE LEGISLATIVE ASSEMBLY)
A
BILL

further to amend the Himachal Pradesh Fiscal Responsibility
and Budget Management Act, 2005 (Act No. 14 of 2005).

Be it enacted by the Legislativessembly of Himachal Pradesh in
the Sixty-secontear of the Republic of India as follows:—

1. This Act may be called the Himachal Pradesh Fisglt title.
Responsibility and Budget Management (Amendn#get;2011.

5 2. Insection (5) of the Himachal Pradesh Fiscal Responsibfiityndment
14 of 2005 and Budget Managemekit, 2005 (hereinafter referred to as the princifiaf " >
Act,—

(@ for sub-section (1), the following sub-section shall be
substituted, namely:—

10 “(1) In particular and without prejudice to the generality of the
foregoing provisions, the State Government shall—

() eliminate revenue deficit by financial year 2ai12
and maintain revenue surplus thereatfter;

() reduce fiscal deficit to 3.5 per cent or less of Gross
15 State Domestic Product by financial year 2010-1
3 per cent or less of Gross State Domestic Product
by financial year 2Q1-12 and maintain fiscal deficit
at the level of 3 per cent or less of Gross State
Domestic Product thereatfter;
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(i) reduce outstanding debt to 49.7 per cent, 47.0 per
cent, 44.4 per cent, 42.1 per cent and 40.1 per
cent of Gross State Domestic Product by the financial
years 2010-1, 201-12, 2012-13, 2013-14 and
2014-15 respectively; and 5

(v) maintain outstanding risk weighted guarantees onlong
term debt below forty per cent of total revenue
receipt in the preceding financial year for which
actuals are available as per finance accounts.” ; and

(b) for sub-section (2), the following sub-section shall be substituted, 10
namely—

“(2) Notwithstanding anything contained in sub-section (1),
the targets under different parameters of clauses (i), (ii)
and (iii) of sub-section (1), may be exceeded in the case
of unforeseen demands on the finances of the State 15
Government due to reasons of national security or natural
calamity declared by the State Government or the Central
Government, as the case may be:

Provided that a statement in respect of the ground
or grounds specified under this sub-section shall be placed 5
before the Legislativdssemblyas soon as may be, after
such deficit amount exceeds the aforesaid targets.”.

Amendment 3. In section 7 of the principd@lct, after sub-section (2), the
of section 7. . . .
following new sub-section shall be inserted, namely:—

“3) An independent mechanism shall be set up by the State 25
Government to review and monitor the fiscal reform path set
out under thid\ct.”.



STATEMENT OF OBJECTSAND REASONS

The Himachal Pradesh Fiscal Responsibility and Budget Manag&kaherats enacted in
the year 2005 hirteenth Finance Commission report was tabled in Parliament'&eBBiary
2010 and the recommendations have been accepted by the GovernmentArinokggother
things, the Commissiosireport provides that&e Specific grants and certain other benefits
recommended by them would be released on the condition that each State must enact or amend
the Fiscal Responsibility and Budget Managementvith the following provisions:—

() Eliminate revenue deficit by financial year 2012 and maintain revenue surplus
thereatfter;

() Reduce fiscal deficit to 3.5 per cent or less of Gross State Domestic Product by
financial year 201041 3 per cent or less of the Gro$at& Domestic Product by
financial year 201-12 and maintain fiscal deficit at the level of 3 per cent or less of
Gross State Domestic Product thereatfter;

() Reduce outstanding debt to 49.7 per cent, 47.0 per cent, 44.4 per cent, 42.1 per
cent and 40.1 per cent of Gross State Domestic Product by the financial years
2010-1, 2011-12, 2012-13, 2013-14 and 2014-15 respectively; and

(v) Anindependent mechanism shall be set up by the State Government to review and
monitor the fiscal reform path set out underAlus

Thus, in order to meet the requirement of tHeFBance Commission, it has been decided
to amend thAct ibid accordinglyThis has necessitated amendments iAth#oid.

This Bill seeks to achieve the aforesaid objectives.

(PREM KUMAR DHUMAL)
Chief Minister.



FINANCIAL MEMORANDUM

Provisions of the Bill, when enacted, shall be enforced through the existing Government
machineryAs such, there shall be no additional expenditure out otéite&chequer

MEMORANDUM REGARDING DELIGATED LEGISLA TION

—NIL—



THE HIMACHAL PRADESH FISCAL RESPONSIBILITY AND BUDGET
MANAGEMENT (AMENDMENT) BILL, 2011
A
BILL

further to amend the Himachal Pradesh Fiscal Responsibility and Budget
Management Act, 2005 (Act No. 14 of 2005).

(PREM KUMAR DHUMAL)
Chief Minister.

(A.C. DOGRA)
Secretary (Law).



EXTRACT OF THE PROVISIONS OF THE HIMACHAL PRADESH FISCAL
RESPONSIBILITY AND BUDGET MANAGEMENT ACT, 2005 (ACT No. 14 OF
2005) LIKELY TO BE AFFECTED BY THIS AMENDMENT BILL

SECTIONS:

5. Fiscal Management targets.—(1) In particular and without prejudice to the generality
of the foregoing provisions, the State Government shall endeavor to—

(@) reduce revenue deficit every financial year compared to previous financial year to
eliminate revenue deficit by March, 2009 and generate revenue surplus thereatfter;

(b) progressively reduce fiscal deficit to bring it to three per cent of Gross State Domestic
Product; and

(c) progressively reduce its outstanding guarantees on long term debt, until it can cap
outstanding rick weighted guarantees at eighty per cent of total revenue receipt in the
preceding financial year for which actuals are available as per finance accounts.”

(2) Notwithstanding anything contained in sub-section (1), the revenue deficit may be
exceeded in the case of unforeseen demands on the finances of the State government due to
reasons of national security or natural calamity declared by the State Government or the Central
Government, as the case may be, or such exceptional grounds, as may be specified by the
Government :

Provided that a statement in respect of the ground or grounds specified under this sub-
section shall be placed before the Legislatissemblyas soon as may be, after such deficit
amount exceeds the aforesaid targets.

7. Measures to enforce compliance—(1) The Minister-in-charge of the Department of
Finance shall revievafter every six months, the trends in receipts and expenditure in relation to the
budget, and place before the Legislafigsembly the outcome of each reviellse review

report shall be in such form as may be prescribed and shall explain.—

(@) anydeviation or likely deviation in meeting the obligations cast on the State government
under thig\ct;

(b) whether such deviation is substantial and relates to the actual or the potential budgetary
outcomes, and how much of the deviation can be attributed to general economic
environment and to policy changes by the State Government; and



(c) theremedial measures the State Government proposes to take.

(2) Whenever there is a prospect of either shortfall in revenue or excess of expenditure
over pre-specified levels for a given year on account of any new policy decision of the State
Government that affects either the State Government or its Public Sector Undertakings, the State
Government, prior to taking such policy decision, shall take measures to fully offset the fiscal
impact for the current and future financial years by curtailing the sums authorized to be paid and
applied from and out of the Consolidated Fund of tate &nder angkct enacted by the Legislative
Assembly to provide for the appropriation of such sums, or by taking interim measures for revenue
augmentation, or by taking up a combination of both :

Provided that nothing in this sub-section shall apply to the expenditure charged on the
Consolidated Fund of the State under clause (3) of article 202 of the Constitution.

RTSTb I Haullely, 20 o, R —3530—]S0 / 2010—1—3—2011——250.



