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1 HE MEGH~lAYA FISCAL RESPONSIBILITV AND BUDGET MANAGEMENT ACT, 2006. 
An 

Act 

[0 provide for the responsibility of tlls State Govemment to ensure fiscal 
prudence, stability and efficiency and also to achieve fIScal consolidation 
SI1 as to facilitate the generation of revenue .surplus to enhance the scop'e 
for . Improvement of investment in the social and economic-­
sectors/infrastructures of the SUltc and to ensure fiscal and debt · 
sustainability through progressive reduction ofthe·fiscal deficit and proper 
debt management system oml also to provide for a more transparent and 
accountable system of budgetmg that will ensure an efficient and effective 
sys tem of governance. 

Be it enacted by the Legislature or the State of Meghalaya in the 

!''irty-seventh Year (If the Repu bltc of India as follows ;-

Short title, 1. (1) This Act may ·be called th~ Meghalaya Fiscal 
operatio'l Responsibility and Budgel Management Act, 
and 2006. 
Commence-
ment (2) It shall be operative in the whole of Mcghalaya. 

eo 
(3) It shall come into force on such dale a s 'the 

Government may, by notification in the Official 
Gazette , appoint on this behaJf. 
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Deflnitlona 2. (n this Act, unless the context otherwise requires, . 
(al· 'Act' means- the Meghalaya Fiscal Responsibility 

and Budget ~anagement Act, 2006. 
(b). .'Administrative Approval' means authority to 

create liability and/or incur expenditure; 
(el. 'Budget' means the Annual Financial Statement 

laid before . the House of the Meghalaya 
Legislative Assembly under Article 202 of the 
Constitution; 

(d). 'Balance from Current Revenue' (BCR) or 'non 
plan gap' is the difference between tptal revenue 
receipt (excrlucting Plan Assistance) and Non· 
Plan Expenditures; 

(e) . 'Current Year' means the financial year 
preceding fhe ensuing year ; 

(1) . 'Ensuing year' means the financial year for 
which the budget is being presented; 

(g). 'Financial year' means the year beginning on 
the '1" April and ending on the 3l lt March the 
following year; . 

(h). 'fiscal indicators' are such indicators as may be 
prescribed for evaluation of the fiscal position of 
the State Govemm~nt; . 

(i). 'Fiscal ' targets' are the numerical ceilings and 
proportion to total revenue receipts (TRR) or 
GSDP for the fiscal indicators; 

m .. 'Government' means Government of Megl1aJaya 
(k) . 'Legislature' means Legislative Assembly of the 

State of Meghalaya. . 
(I). 'GSDP' means Gross State Domestic Product at 

current market prices; 
(m). 'Pievious year' means year prt:ceding the 

'current year; 
(n). 'Primary Surplus/Deficit' means the non 

interest fiscal defi~t/ surplus; 
(0). (o)'Revenue surplus/deficit' means the 

difference between revenue expenditure and 
total· reven ue receipts; and 

Exp1an&tiOD: " 
'rotal revenue receipts ' (TRRJ includes Sta~e's own 
revenue reccipts (b'oth tax and non tax) and current 
transfers from the Centre (Comprising plan and non 
plan grants/assistance and slate shares of central 
taxesl 
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(p) 'fotal liabilities' means the liabilities under the 
Consolidated FUnd of the State and the Public 
Account of the State and shall also include 
borrowings by the Public SectOr Undertakings 
and Special Purpose Vehicles and other 
equlwl.lent instruments including gu~antee8 
where principal and/or interest are to be 
serviced out of the State budgets. 

3, The State government shall· 
(s) Undertake appropriate measures to facilitate 

generation of revenue surplus, contain BCR 
and reduce fiscal deficit In a phased man.ncr 
and thereafter build up adequate surplus 
revenue and to utiliZ(' the same for the purpose 
of dlschargmg the liabilities or Cor 
developmental expenditures; 

(b) pursue policies to raise non tax revenue with 
due emphasis on cost recovery and equity; 

(c) lay down norms to pnotitize capital expenditure 
and to pursue expenditure. poJidea that would 
provide impetus (or economic growtb with 
social equity and impi'ovement in poverty 
reduction and human welfare. 

Fiscal target.. 4 , (1) Government may prescribe such targets as may 
be deemed necessary for giving' effect to th~ fteeal 
f!lanagement objectives to -

la) -reduce revenue deficit as a percentage oC GSDP 
in each fl.."lancial year, beginning Crom 2006-07, 
in a marmer that will enable the State to 
completely eliminate it by 2008-09; 

(b) reduce fiscal deficit as a percentage of GSDP in 
each of the financial year as per yearly 
reduction to be indicated under .the rulea, 
beginning from 2096-07, in It manner that will 
enable the Sta~ to achieve Fiscal Deficit of 3% 
of GSDP by ;2008-09; 

(c) ensure that -total outstanding liabilities on the 
consolidated fund are not more than 28% of the 
GSDP; 

185 
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. 
(d) restrict 1.ssumg of guarantees except on 

selective basis where the quality and viability of 
the scheme to be . guarantced i$ properly 
analyzed; 

(e) bring out an annual statement that give!; a 
perspective on the State's economy and rela t.ct 
fiscal str~tegy; and 

(f) bring a special report along with the budget 
giving details of the number of employees in the 
Government, Public sector undertaKings and 
aided institu lions and related salarics: 

Provided that the limits specified above 
may be exceeded on account of uufo,cseen 
circumstances such' as natural calamities, 
internal disturbances apd shortiall in the 
transfer of financial·. resources from the 
Government of India. 

('2) The reasons for not beirtg able to keep up with 
commitments the specified in the Act shall b.e 
placed before the House of the State Legislature 
as soon . as may be possible after suer limits 
have been exceeded. . 

5. The fisc8.! 'management principles to ensure Fiscal 
Discipline in the State shall be as follows:-
(Al Expenditure Management. -

(i) to rationalize and pur~ue expenditure 
policies that would .provide impetus to 
economic growth, poverty' reduction and 
improvement in human welfare; 

(iiI Manage the ,e?,p'enditure of the State in 
relation to its receipts poten tial so as to 
prevent as far as possible deterioration in 
its [i'scaJ position, especially on the 
revenue account; 

(iil) to mak~. ' an eft'ort to contain non plan 
eX!l¢ndit)Jres with the sole objective of 
bringing down the deficit on the Balance 
from Current Revenue/Non Plan Gap; 

(iv) to reduce the e,q,efiditure on salaries and 
wages of the government through an 
objective analysis on the relevancy of the 
existing posts and to abolish any 
identified vacant redundant posts; 
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(8) RI:50UrCC Management: ' 
Tg,;< : , 

l. Undertake measures to Imprnv~ the Statc's 
own resources with an emphasis on cost 
rccovrr:v: 

ii. To ensure a reasonable degree: of stability 
and predictability WIl h regard t"o rates in 
~es and revenue 6)CJ)ected from them; 

iii, to pursue a tax policy wlin due regard to 
economic efficiency, social equity and 
compliance cost; 

IV. to mai01t81ll the integrity of the lax system 
by rnllllmlZl11g speCIal lOcentiv('s, 
conCl's;,!Ons and exemp~ions: 

Non - Tax:-
pursue non tax polities to ;ncrease, revenues, 
with due regard to cost recovcry and equity; 

(C) Debt Management: 
(i) to ensure that the policy decisions of the 

government have due 'regard to the financial 
implications on the futUre generation s: 

(ii] maintaJJ1 governmenr debt at sustamable 
level by bringing down the fiscal deficit in a 
phased manner to the level of 3% of GSDP; 

(iii) manage guarantees artd other conungenl 
liabilitif'!; prudently 'with particular 
reference to the- quality and level of such 
liab:liti~s: 

fiv) to ensure that borrowings are used for 
productive assets and accumulation of 
capital a.ssets and ' are not ' used t.o finance 
re\'cnue expendit\lres; 

(D) Manacement of Public Sector undertaldngs: 

MinimIze the fiscal risk associated with 
management of public 'sector ·undertakmgs and 
the utilities providing goods' and services 
through a review of the performance of the State 
'Public Sector Undertakings, including 
rcstructuring of tnOSe that are absolutely 
essential flJld closure of those no longer viable; 
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, 

IE) Budget Management:-

Formulate a realistic budget with due regard to 
general economlC outlook and revenue prospects 
and minimize deviation during rhe course of the 
year; 

IF) Transparency in Fiscal Management: 
Maintain tf.ansparency by allowing disclosure 
of sufficient information to allow public 
scrutiny on the conduct of fiscal policy and the 
state of public finances. 

6. (1) Government or the authorities exerClsmg 
dclega ted financial powers shall first issue 
adn\jnistrative approval or financial sanction, for the 
work or the order of supply as the case may be, in 
compliance with thl! existing rules. procedures and 
guidelines and further rules, procedures and 
guidelines that may be prescribed frum time to time 
beror!: awarding any work or starting a construction 
work or awarding an order of supply of goods <l.nd 
services which create a liability on the Consolidated 
Fund of the State. 

(2) Each department shall maintain a register of works 
and order of supplies of goods and services, liabilities 
incurred against lhese works and orders of supplies, 
liabilitie~ cleared and liabilities awaiting clearance, in 
a format as maY 'be ,prcscribed and Government may 
make rules not to sanctjon new works if the 
oUlstanding liabililies in a department exceed such 
limit as may be prcseribed. 

(3) Government or the appointing authorities under it 
shaH give appointments only against sanctiuned posts 
and in accordance with the laid down rules. 
procedures and orders. 

ExpLUlation: The nppointmg autborities under this 
clause shall include the appointing authorities of the 
autonomous bodies including Public Sector 
Undertakings, Companies, Sta.tutory Bodies, Trust, 
Societies and Cooperative Societies under the State 
Government. 



THE GAZETTE OF MEGHALAYA (Extraordinary) APRIL 5,2006 189 

.. 

Fiscal Polley 
Statement to 
be laid before 
the 
legislature 

(4) Notwiths:andmg any other provision contained in 
any Act or Rules, no new post shall be created in any 
department of the State Government or in 
Autonomous Bodies including Public Sector 
Undertakings. Companies, Statu tory Bodies. Trust 
SlJcieties and Cooperative Societies. which are under 
the State Government, without prior concurrence of 
the Finance Department of Government. . 
(5) No appointment shall be made by Government or 

the appointing authorities under it in leave vacancies. 

(6) Notwithstanding any provisIon contained in any 
Act or Ru\cs, the se1ect list prepared for the fresh 
appointmer.ts 19 vacant sanctioned posts shall 
contain names equal to the number of vacant posts 
notified at the time of calling for applications for 
fillir.!o\ up the posts plus 10% of that number or two 

I whichever is hIgher. 

7. (l) Government shall in each financial year lay before 
the House :)f the Legislattlre the following statements 
of fiscal policy along with the budget, namely, 

(a) Macroeconomic Fram~work Statement; 
(b) M~dium Term FIscal Policy Statement; 
(cl Piscal Policy Strategy Statement; 

(2) The Macroeconomic Framework Statement, in 

such form as may be prescribed, shall contam an 

overview of the State's economy. an analysis of growth 

and sectoral composition of the· GSDP. an assessment 

of Government finances and future prospects. 

(3) Medium Term ·Fiscal Policy Statement shall set 

forth in such form as m:ly be prescribed the fiscal 

management objectives of Government and three 

years' rolling targets for tl)e prescribed fiscal 

indicators and clear enunciation of the underlying 

assumptions with respect to :-

(a) the balance between revenue receipts and 
revenue expenditure: 
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(bj the use 01 capItal receIpts for generating 
?roductlve assets; 

reI (rye estimated yearly pension ·lIabilitles for the 
next ten years on the basis of trend growth 
rate. 

(5) The Fiscal Policy Strategy Statement shall be III 

such form as may bc prescribed and shaU 'contain, 
inter alia, . 

(i) the ' fiscal policies of Government for the 
ensuing year relating to taxation, expenditure, 
borrowings and other liabilities (includmg 
borrowings by Public Sector Undertakings and 
Special Pt!rpo~e Vehicle and other equivalent 
instruments where the 1iability for repayment is 
on Government). ]cDding, investments, oLher 
contingent liabilities, user charges on public 
goods/utilities and guarantces of Public Sector 
Undel'lakings which have potential budgcta..ry 
implications; 

(ii) the strategic priorities of Government in the 
fiscal area for the ensuing year; 

(iii) the key fiscal measures and thc rationale for 
any major deviation in fiscal. measures 
pertaining to laxation, subsidy, expenditure 
borrowings and user charges . on public 
goods/utilities: 

(ivl an evaluation of the current policies of 
Government Vls-a-vis the fiscal management 
principles set out in section 5 the fiscal 
objectives set om In the Medium Term Fiscal 
Policy Stateml"nt under sub-section 3.<>f SectIOn 
7 and fiscal targets set out in Section 4. 

8 . II) Government shall take suitable measure~ to 
cnsun: greater transparency in ~ts. fi~cal operatIOns 
in the public interest and minimize, as far as 
practicable, secrecy in the preparation of the budget: 

Provided that Government shell have the power to 
reserve any informatIon which would adversely affect 
the interest of the State exchequer. 
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(21 In particular , and wllh(SUI prejudice to the 
generality of the foregoIng provisions, Governmem 
shall, at rh{' rime of presentation of the budget, 
make discl(ls',m~s on the lollowing, along with 
detaikd infnrmfttion in such forms as may be 
prescribed : 

(a) si~nifl c<l:)t changes 111 accounting standards, 
pollClC!s and practices affecting or likely to 
affect [he computation of the: fiscal'indicators; 

(b) details of borrowings by way of Ways and ' 
Means Advances/ Overdraft availed of from 
the Res .. rvc Dank of India. 

ta 9. (1) The Minlster·in-charge of the Department of 
Fina.'1ce (hert'wlth referred IQ as Minister of Finance) 
shall reView, e\'ery qllarter, the trend in receiprs and 
expll. :Inure III relation to the budget estimates and 
place beforc the House of the Legislature, the 
outcome of such reviews. 

(2) Whenever there IS either shortfall in revenue or 
excess of expenditure over the intra-year targets 
mentioned III t he FIscal Policy Straregy Statement or 
rules r.1ade under this Act, the- Srate government shall 
take appropn::Hc measures for Increasing revenue 
and/or redUCing expenditures. ' 

(3) Except as provided under this Act, no deviation in 
meeting the obligations cast on Government under 
this Act shall be permissible without the approval of 
the Legislature 
(4) Where owing to unforeseen circumstances any 
dcviation is made in meeting the. obligations cast on 
Government under this Act, the Mi.nister of finance 
shojI make a statement before the Legislature ' 
explaming, -

(a) any dC\'iallon in meeting the obligations cast 
on Guvernment under this Act; 

I !jl remedial measures that Government proposes 
to t.ake. 

'. 
(5) Any measures proposed in the course of the 
financial year, which may lead to an increase in 
revenue deficit, either through increase ' in 
expenditure or loss of revenue, shall be accompanied 
by a statement of remedial measures, proposed to 
neutralize such increase or loss and such statement 
shall be placed before the House of the legislature. 
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(6) Government may set up an agency independent of 
the Government to revIew periodically the compliance 
of the provisIOns ()~ this Act and tah1c such revIews in 
the House of the Lcglsiaturc. 

10. (II Government may. by notificatwn III the' Offici",,1 
Gazette. make. rules for carrying out the provlslOns of 
this Act. 

(2) In particular, and without prejudice to th~ gen­
erality of the foregoing power. such rules may provide 
for all or any of the following matters. namely -

a the form of the Macroeconomic p'ramework 
statement under sub-clause (al of sub-section 
(1) of section 7; 

b. the form of Medium Term Piscal Policy 
Stau:rncnL, including the targets [or the fiscal 
illdicatoI:S clause (b) of sub-section r I) of sectIon 
7; 

c. the form of Piscal Policy Strategy Statcment 
sub-section (4) of section 7; 

d. the for:ns for disclosure under SUb-section (2) of 
section 8; 

e. measures to enforce compliance; 
f. the manncr of review of compltance of the 

proviSIons of this Act by the independent 
agency under sub-section (6) of section 9; and 
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g. a1)), at;'.:, maner Wh1Ch 15 required to be 
prescribed . 

(3) Evcry ru Ie made unda thIs Act. shall be laid, as 
soon as may be aftC"r It is made. before the House of 
the Legislature 

II. No suit, prosccuriLm or other legal proceedings shall 
lie against the Swte Government or a.ny officer of the 
State Government for al1~'thll1g done or intended to be 
done in good f;"th undcr thiS Act or the rules made 
therc u nne" 

12. Except as provided in this Art, the provisions of this 
Act s:1all LJ~ In ;!odilion to. iJnd not in derogation of, 
the ilTOvl510ns d any olher law for the time bemg in 
force 

13.( II If an\' dIfficulty .lrIS<!S 10 gll'lng effect to the 
provislon~ of thIS flcl, (';ovr~rn ment may, by an order 

I publis:led In the Officiui Gazcnc, make such 
provisir;ms not II1collsistcnt with the provisions of this 
Act as rr.ay appear to be necessary for removing the 
difficulty: 

Provided t:HH no urder shall be made under this 
sectIon .. fIef th<: expiry of two years from the 
COiT;m(:ncem~n: of this Act 

(2) EVf!ry order made under rhis section shall be laid, 
as soon as mav h~ aft': it is made. 'Jcfore the House of 
the Legl sJa,u n: 

L. M. SANGMA, 
JOInt Secretary to the Govt of McgMlaya. 

Law (8) Department . 
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