TRIPURA ACT NO. 7OF 2005

Al

THE TRIPURA FISCAL RESPONSIBILITY
AND BUDGET MANAGEMENT
ACT, 2005



Fublished in the
Extri-ordinary issue of Tripura Ga:ette.

Agartala, Monday, June 27, 2005 A. D. Asadha 6, 1927 8. E.

s

Government of Tripura
Law Department

Neo. F.8 (16)-Law/Le /2005 Dated, Agartala, the 25" June, 2005

NOTIFICATION

The following Act of the Tripura Legislative Assembly receivec the
assant of the Governor on the 24" day of June, 2005 an¢l is hereby published

for general informat on.

S.C.Das

Secretary
Goverament of Tripurz.



Tripura Fiscal Responsibility and Budge: Managemen:
Act : 2005.

The Act provides for the responsibility of the § ate Gavernmient 1o
ensure prudence in fiscal management and [fiscal stability L
progressive elimination of revenue deficit, reduction in fiscal deuficit,
prudent debt management consistent with §seal sustainability,
greatcr transparercy in fiscal operations of th® Government and
conduct of fiscal policy in a medium term lramework and for
matters. connected therewith or incidental there=.

Be it enacted by the Tripura State Legislature i1 the year 2005 &5
follows, -
Al
1. SHORT TITLE AND) COMMENCEMENT

(1) This Act may be called the Tripura Fiscal Responsibility and
Budzet Management Act, 2005,

(2) It stall come into force on such date as the State Governmer.t
meaYy by notification in the Official Gazettz, appoint in this
behalf. .

- DEFINITIONS
In this Act, unless the context otherwise reguires -

aj "bucget” means the annual financial statem- nt laid beforc the
Houie or Houses of the State Legislature und« r Article 202 of the
Conutitution;

bl “cur-ent year’ means the fnancial year prededing the ensuing
Year

¢) "ensaing year” means the financial year for which the budget is
bein ; presented:

d} “financial year” means the year beginning on the 1% April and
endiig on 315 March next following;

e} GSDP means Gross State Domestic Product at current merket
prices.

] “fiscel deficit” is the excess of aggregate dishursements (not of
deb: repayments) over revenue receipts, recivery of loans and
non-debt capital receipts;

2) “fiscal indicators” are such indicators as mai be prescribed for
evaluation of the fiscal position of the State Government;
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h) “fisczl targets” are the numerical ceilings and proporiors to
total revenue receipts (TRR) or GSDP for the fiscal indica ors;

1) “pres:ribed” means prescribed by the rules rnade under this Aot
J) “previous year” means the year preceding the current year

k) “reveaue deficct” means the difference  between “evern:
expenditure and rotal revenue receipts (TRR

Explanation:

(1)Totzl revenue receipts’ (TRR) includes State’s own reveru
receipts (both tax and non-tax) and curreat transfers from th:
Center [cc:mpriﬁl}ng grants and State’s shaie of Central taxes),

(2)*Total liabilities”™ means the liabilities under the Consolidate
Furd of the State and the Public Account of the State and shall
alsc include borrowings by the public secior undertakings ancl
the special purpose vehicles and other eq iivalent instramoant:
including guarantees where the principal and/ or interest arc
to bz serviced out of the State budgets.

FISCAL MANAGEMENT OBJECTIVES

The Slatz Government shall:

4 take uppropriate measures to remain reverne positive andd buile
up aceqguate revenue surplus and contain he fiscal defizit at :
sustainable level, and utilize such surplus for discharging the
liabilities in excess of the assets or Jor funding capita
exper diture;

D) pursue policies to raise non-tax revenue with due regard to cos
recovery and equity; and

¢} lay doswn nerms for prioritization of capital expenditure, arc
pursue expenditure policies that would arovide impe:us fin
econamic growth, poverty reduction and improvement inhumar
wellare.

FISCAL VIANAGEMENT PRINCIPLES

“he Sta'e Government shall be guided by the following, fiscal
managerient principles, namely:-

a) transparency in sefting the fiscal policy objectives, the
implementation of public policy and the publication of {iscal

3



(2]

irformation so as to enable the public to scrutinize the conduct
ol fiscal policy and the state of public finances;

) stability and predictability in fiscal policy making process and
17 the way fiscal policy impacis the economy;

¢) responsibility in the management of public finances, includiig
integrity in budget formulation;

d) fairness to ensure that policy decisiins of the Stste
Gowernment have due regard to their finarcial implications on
fiture generations; and

e] efficiency in the desjgn and implementation of the fiscal aolizy
and in managing the assets and liabilities of the public sector
belance sheet.

FISCAL POLICY STATEMENTS TO BE L/ID BEFORE THE
LEGISLATURE

The Stlate Government shall in each financial year lay before the
House 'Houses of the Legislature, the following statements of fiscal
policy ilong with the budget, nameiy:- '

al ths Macroeconomic Framework Statement;
b} ths Medium Term Fiscal Policy Statement; ¢ nd

¢} the Fiscal Policy Strategy Statement.

MACRODECONOMIZ FRAMEWORK STATEMENT

The Macroeconomic Framework Statement, in such form as may e
prescribed, shall contain an overview of the State cconomy, zn
analvs s of growth and sectoral composition of GSDP, =n
asscss nent related to State Government finances and fature
prospiecis.

Mediu n Term Fiscal Policy Statement

The Medium Term Fiscal Policy Statement shal set forth in such
form a3 may be prescribed the fiscal managemrs nt objectives of the
State (Government and three-year rolling targets for the prescribed
fiscal indicators with clear enunciation ¢f the underlying
ASSUIM 2onS.

In particular and without prejudice to the provisions contamed in
sub section (1), tae medium Term Fiscal Policy Statement shell
include the various assumptions behind the fiserl indicators and an
assessient of sustainability relating to:-
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(1}

i) rthe balance between revenue reccipts and revenue
:xpenditure;

] the use of capital receipts including borrowings far
zenerating productive assets,

i) ‘he estimated yearly pension labilities worked out on
ictuarial basis for the next ten years.

Provided that in case it is not possible to caculate the peasion
Liabilities on actuarial basis during the period of first three vea-s
after the coming into force of this Act, the Stat: Government may,
during that period, estimate the pension liebilities by making
forecasts on the bagis of trend growth rates.

FISCAL POLICY STRATEGY STATEMENT

The Fincal Policy Strategy Statement shall be ir such form as may
be prescribed and shall contain, inter alia,

i) the fiscal policies of the State Government for the ENEUIrg
rear relating to taxation, expenditure, borrowings and »ther
liabilities  (including  borrowings by  Public  Sector
Undertakings and Special Purpose \ehicle and ather
cquivalent instruments where liability for repayvmentis an the
brate Government), lending, investment, other contingent
Labilitics, user charges on public poods/utilities and
cescription of other activities, such as guarantees and
¢ctivities of Public Sector Undertakings which have potential
budpgetary implications;

i) the strategic priorities of the State Goverament in the fiscal
zrea for the ensuing year;

ii) the key fiscal measures and the ratiorale for any caajor
Ceviation in fiscal measures pertaining to taxation, subsidr,
¢xpenditure, borrowings and wuser charges on puble
¢ nods/utilities; and

iv] zn evaluation of the current policies of the State Governmer.t
vis-a-vis the fiscal management principles set out in Section
#, the fiscal objectives set out in the Madium-Term Fiscal
Folicy Statement in sub-section 1 of section 7 and fiscal
targets sel ot in section 9.

FISCAIl. TRAGETS
The State Government may prescribe such targets as may be

decmed necessary for giving effect to the fscal managemer!
objectives,

LA



(2)

10.

(1)

(2]

In paricular, and without prejudice to the generality of the
foregoirg provisions, the State Government shall

i) strive to remain revenue surplus by maxing a balance 17
revenue receipis and expenditure and build up further
stirplus.

iij strive to bring down fiscal deficit to 3% ly the year ending
March 2010.

ili) ersure within a period of 5 years, beginn ng from the initicl
financial year on the 1% day of April 2005, and ending on the
3 st day of March 2010, that the total iebt stock do nct
exceed 40 per cent GL;_EhC estimmated GSDP fur that year;

iv) litnit the amount of annual incremen:al nisk weighted
guarantees to 1% of the GSDP of that year

Pravide 1 that revenue surplus and fiscal defic.t may exceed the
limits specified under this section due to ground or grouncs of
unforessen demands on the finances of the State Government
arising out of internal disturbance or natural czl: mity or such other
exceptional grounds as the State Government may specify,

Pravidel however that a statement in respect of the ground or
ground:; specified in the first proviso shall be placed before the
House v Houses of the Legislature, as soon as mnay be, after such
deficit ¢ mount exceeds the aforesaid targets.

MEASURES FOR FISCAL TRANSFARENCY

The Staite Government shall take suitable measures to ensur:
greater transparency in its fiscal cperations in the public interest
and milimize as far as practicable, secrecy in the preparation el ths
bucget.,

In particular, and without prejudice to the generality of th:
foregoir g provisions, the State Government shall, at the tme cf
presentation of the budget, make disclosures on (he following, alonz
with de ailed information in such forms as may b2 prescribed:

i) the significant changes in the accounting standards, policies
ard practices affecting or likcly to affect the computaticn ¢f

fiscal indicators;

i) detnils of borrowings by way of Ways and Means
Acvances/Qverdraft availed of from the Res:rve Bank of Irdia.

6



(3)

11.

(2)

{3)

Whenever the State Government undertakes to 1 nconditionally ani
substantially repay the principal amount and /o pay the interest ¢f
any seoarate legal entity, it has to reflect sush liability as the

borrowings of the State.

MEASLRES TO ENFORCE COMPLIANCE

The Minister-in-Charge of the Department of F nance (hereinafter
referrec to as Minister of Finanee) shall review, gvery quarter, tha
trends in receipts and expenditure in relation to the budger
estimatss and placsbefore the House or Houses of the Legislature,
the outzome of such reviews in the next session. The review sha'l

also contain statement on deviation in targets, if . Yy,

Whenever there is either shortfall in reverue or excess of
expenciture over the intra-year targets menticned in the Fisesl
Policy fitrategy Statement or the rules made 1under this Act, the
State Government shall take appropnate measures for increasing
revenuc  and Jor for reducing the experditure, ineluding
curtailnient of the sums authorized to be paid and applied from out

of the Consolidated Fund of the Staze.

Provided that nothing in this sub-section shall apply to the
expendilure charged on the Consolidated Fund 5f the State unde-
clause (3] of Article 202 of the Constitution or any othe:
expenditure, which is required to be incurred unier any agreenent

ar contract, which cannot be postponed or curtailad.

Any measure proposed in the course of the financial year, waich
may lead to an increase in revenue defieit, either- through increased
expendilure or loss of revenue, shall be accompanied by a
statcment of remedial measures, proposed t¢ neutralize such
merease or loss and such statement shall be placed before the
House/ {ouses of Legislature while seeking aporoval for Revisecl

Estimacs,
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12,

(1)

(2)

13.

14,

The State Government may, if desires so;, set up an agsncy
indeper dent of the State Government to review the compliance cf
the prorisions of this Act and table such reviev's in the House or

Houses of the State Legislature.

POWESR TO MAKE RULES

The State Government may, by notification in the Official Gazetie,
malee riles for carrying out the provisions of this Act.

In particular, and without prejudice to the generality of the
foregoing power, such ruléS may provide for all or any of the
followinz matters, namely

a) the orm of the Macroeconomic Framewerk Statement under
sectin 6;

b} the [rrm of Medium-Term Fiscal Policy Staterent, including the
targets for the fiscal indicators, under section 7;

¢) the [rm of Fiscal Policy Strategy Statement urn.der section 8;
d} the firms for disciosure under sub-section (2) of section 10;
2] measures to enforce compliance;

) the manner of review of compliance of the provisions of this Act
by the independent agency under section 11; and
2] any other matter which is required to be, or may be, prescribzd.

RULES TO BE LAID BEFORE LEGISLATURE

Hvery nile made under this Act shall be laid, as soon as may be
alter it is made, before the House or Houses of th legislature, while:
it is in session, for a total period of thirty deys which may be
comprisad in one session or in two or more successive sessions,
and if, sefore the expiry of the session immediately following the
session or the successive sessions aloresaid, the House/Houses
agree i making any modification in the rule or the House/Houses
agree that the rule should not be made, the rule shall thereafter
have effict only in such modified form or be of no effect, as the ase
maybe; so, however, that any such meodification ¢r annulment shall
be withhut prejudice to the validity of anythinz previously cdone
under that rule.

PROTECTION OF ACTION TAKEN IN GOOD FAITH

No suir, prosecution or other legal proceedings shall lie against the
State Government or any officer of the Stauw Government for
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15,

16.
(1)

anyth:ng which is in good faith done or intended to be done under
this bill or the rules made there under.

APFPLICATION OF OTHER LAWS NOT BARREL

The grovisions of this bill shall be in addition to, and rot in
derogs tion of, the provisions of any other law {or the time bemng in
force.,

POWER TO REMOVE DIFFICULTIES

If any difficulty arises i giving effect to the provisions of this hill,
the §ate Government may, by order publisned in the COfficial
ragettz, make such provisions not inconsistent with the provisions
of this bill as may appear to be necessary for removing thc
difficulty. @

Provided that no order shall be made under this section after the
expirv of two vears from the commencement of t1is bill.

Every arder made under this section shall be lud, as soon as may
be after it i1s made, before each House of the Stave Legislature.

S.C. Las
Secrelary
CGovt. of Tripura.



