OFFICE OF THE CONTROLLER GENERAL OF DEFENCE ACCOUNTS,

ULAN BATAR ROAD, PALAM, DELH1 CANTT-110010
Tel: JICGDA (A&B)-011-25674817, EPABX-011-2566500, 25665555/56, 25666665/66,
Fax-011-25674786, 25674821

ASCs Cireular N Bé.'flbﬂf 03/2010

No. A1/7T61%/DHR/Vol-1 Dated 30-03-2010

All PCsDA/CsDA
{Including PCoA (Fys) Kolkata and AN-VI (local) |

Sub: - Maintenance of Debt Heads Registers (DHRs)

It ma2y be recalled that CGA, Mimstry of Finance (Department of Expenditure)
had called for a certificate regarding proper maintenance of records of loans and
advances and had asked to confirm that the outstanding balances under these heads in the
appropriate registers agree with the balances outstanding in the Annual Review of
Balances, Tha information in this regard was called for from the PCsDA/CsDA offices.

2. From the information received from the PCsDA/CsDA offices, it has come to the
notice of the HOrs Office that some of the offices are not properly maintaining Debt
Heads Registers and that there 15 difference between the balances maintained therein and
the progressive balances outstanding in the ﬂnmilf Rewview of Balances. The difference
may be primarily due to delayed or not operating of Exchange Accounts in transfer in/out
cases and .on-reconcihiation of recoveries posted therein on monthly basis with the
compiled actuals,

3, [1 this connection, attention is nvited to Rule 12 of “Compendium of Rules on
Advances’ notified vide Ministry of Finance OM No 8/%/E-TI (A)/2003 dt 01-07-05
(incorporated in the General Financial Rule, Muthuswamy’s Compilation) according to
which a deta’led account of leans and advances is required to be maintained in the
prescribed format. So far as Mimistry of Defence 1s concerned, the account is to be
maintained in the Debt Heads Registers 1e [AF (CDA)-51. The mstructions for

maintenance of Debt Heads Registers are contained in paras 223 to 229 of Defence




Accounts Code, paras 158 to 166 of OM-IL Vol-I and Fly Leaf instructions in the
Register,

4, It 15 requested that the provisions contained in the Ministry of Finance OM cited
above and relevant provisions contained in Codes and Manuals may please be strictly
complied with, The difference between the figures reflected in the DHRs and the
progressive outstanding balances in the A:mﬁ! Review of Balances should be reconciled
within three months period. A feedback in this regard may please be forwarded by the
first week of July 2010,

5. A mechanism may please be put in place o ensure that the registers are properly

maintained in all respects.

ayank Sharma)
CGDA(A&B)




SPEED POST

No. ABAD 30/ Outeome Budget/2006-07
Office of the CGIDA,

Ulan Batar Road,

Palam Road

Delhi Cantt-10

Dated: 31- 03-2010

To

All Pr.CsDA/Pr. IFAs
All CsDA/EFAs

Subject:  Outcome Budget/Zero Based Budget|ng,

wE kb

Is & Addl FA (A) D Nos. LI(E)/B.I2005 dated 18-02-2010 on “Outcome
Budget™ and No. 11(16)-B.1/2009 dated 19-02-20 lﬂ on “Zero based Budgeting” received under
Ministry of Defence (Finance/Main Qffice) D heari!ng Mo 1TMO2009-10/3061/307 dated 11-
03-2010 is forwarded herewith.

[n the above IDs, revised guidelines| for preparation of outcome budget 2010-11

and recommendations of the Group of Ministers on Zero Based Budgeting have been outlined,

Since the Controllers/IFAs have also a crucial role in making payment and booking the
expendilure to the relevant heads of accounts and formulation of budget, the above mentioned

communications may be uselul in the above exercise,
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L1 MOST IMPORTANT
a Lii;
1
Ministry of Defence (Finance)
(Main Office)
Subject : Out Come Budget / Zero Based Budgeting,
e e ke o
Ref D IS & Addl FA (A)MOD(Fin)- 1D NO(s)- 1 1{8VB.1/2005 dated

18.2.2010 and 11(16)-B.1/2009 dated 19.2.2010 on the above subjects,
respectively.
Ha s e

i

2. Please find enclosed the copies of above referred 11D Notes regarding
Out Come Budget and Zero Based Budgeting (ZBB) respectively. It is
requested that necessary suitable action as suggested therein may please be

i~ ensured and requisite information / data relating with the subject matters
" may invariably be forwarded to this Division well on due time.

3. This may please be given DUE IMPORTANCE. %V
ot

Encl- as above(|g)

AT. Jgﬁepm
Dy.Financial Adviser{ E/MQ)
Tel Ph No- 2301 4984/2404,

inrio DOD, DOP, DR&D and DESW
inr/o DADE Defence Pensions

3. DG, Coast Guard Orgn./Div (Fin/CG) inrio CGO

4. DG DEADr(Fin/Q) in /o DEO

3. GM, CSD /Div(Fin/Q) inrio CSD

0. Dir. 1DSAS JS(PIC) in rio 1DSA

FCDPAPOY Dir (S5 ) inrio AFG

8, Dir. (FP-2) inrio JAKL]

Y Pr Reglstrar iz rier AT

10 Dir (ESU) o PSUS,

Mod (Fin/ MU} I NO- 1(1) /MO 2009-10 S3ail i2a7 dtl 1.03.2010

Copy [or similar action to:- PCDA (Pensions), Allahabad.
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Ministry of Defence (Finance)

Qutcome Budget

b R

Efforts have been going on for the last more than three years to introduce
oulcome budgeting in Defence in a limiled way, though the Ministry of Defence is
exempted from preparing Outcome Budget. In pursuance of this objective, It was

decided in 2008 that the following organizations will prepare Qutcome Budaets
for 2008-09:

(a) MES, MAP, NCC, MF, ECHS — for the organization as a whole

(b) Border Roads Organization — for the organization as a whole

(¢} HQrs ARTRAC, NDC, School of Languages and DGR — in respect of
ri@asurabie performance indicaiors 1o e identitied by the raespective
crganizations,

2, The organizations mentioned above did prepare the outcome budgets but
those were found to be inadequate. For the preparation of an outcome budget, it
15 necessary that the outcomes are clearly identifiable and quantifiable so that
the outcomes, as distinct from outputs, could be measured with reference to the
pre-determined outcomes. It is also necessary that risk faclors are identified in
achieving the outcomes. This has been 3 problem area. The concept being new,
there has also been lack of conceptual clarity as regards the methodology to be
followed for preparation of the ouicome budget, as also evaluation of the
oulcomes. Inadequacy in the outcome budget prepared by the organizations,
which had been advised to prepare the outcome budget, mostly related to
identification and quantification of the outcomes in measurable terms. which
greafly restricts the utility of the outcome budgets. This was conveyed to the
Standing Committee on Defence (15" Lok Dabha) in response to a query
received from the Committee. We also assured the Commiltee that renewed
efforts are being made to revive outcome budgeting in respect of a few identified
organizations budget in 2010-11 Against this background. the Standing
Committee has made the following observation in their 1% Report (Dec 09):

6. Oulcorme Budget

The Committee in their 20" and 35" Reports (Fourteenth Lok Sabha)
had recommended that the Ministry should identify the areas and
organizations for which the Qutcome Budgel could be prepared and present
the same lo Parliament at least from the year 2008-10 onwards, The
Ministry however could not present the same in the Budget Session of the
current year. During the course of {he examination of Demands for Grants of
the current year, the Committee have been informed that the areas and
organizations for preparation of Outcome Budget were identified. Although
these organizations prepared the Outcome Budget, the same was




considered inadequate. The concept being new, there was lack of
conceptual clarity with regard to the methodology to be followed for the
preparation of the Outcome Budget. The Committes further note that the
Detence Expenditure Review Commitiee set up to study the issue of curbing
wasteful expenditure has also recommended that the proposed Demands
for the year 2009-10 should be enlirely outcome oriented and a workshop
may be conducted to finalise the methodology, Even then, the Ministry could
not present the Outcome Budget during the year 2009-10. The Committee
are unhappy to note the casual attitude of the Ministry in the matter. The
Committee feel that the matter should not he delayed further. To begin with
the Qutcome Budget for the selected activities viz Ordnance Factories,
FP5Us, Naval Dockyards and depots and some other selected
establishments as decided may be prepared on a pilot basis followed by the
comprehensive Outcome Budget. The Committee hope that the Qutcome

Budget of the Ministry wouid be presented to Parliament for the year 2010
: i

3. Meanwhile, Ministry of Finance has issued revised guidelines for
preparation of outcome budget 2010-11 vide O No 2(1)Pers/E.Coord/ OB/2005
dated 6" January 2010 (copy enclosed). Para 2 of the said OM reads as follows,

g7 The Outcome Budget documents will be prepared by each
Ministry/Department in respect of all Demands/Appropriations controlled
by them, except those exempted from this requirement and to the extent
disclosures are not barred on considerations of security, etc. A list of
exempted Demands/Appropriations is enclosed at Annexure |. However,
even the Ministries/Departments and other authorities 'exempted' from
preparation of Outcome Budget and placing it in public domain are
requested to carry out this exercise for internal use and voluntarily decide
te place it in public domain fully or partially."”

4. In view of the recommendation of the Standing Committee, on which
Action Taken Statement is required to be submitted by the Ministry, as also the
guidelines issued by the Ministry of Finance, referred to in the preceding para, it
nas been decided with the approval of the Defence Secretary that:

(a) Outcome Budget would be prepared in respect of NCC and DG MAP.

(b) Since the Qutcome Budget is, in fact, a report on the performance of the
arganization vis-a-wis the pre-determined targets, the Outcome Budget
document will be prepared by the Heads of the organization concerned, They
will be responsible for getting it vetted/approved by the administrative
department in the Ministry and the integrated finance belore sending it to the
Budget Section for compilation by the prescribed date every year (both in
English and Hindi). The Budget Section of the Finance Division wil put
together the documents so received and have the compilation printed in the
form of a booklet without any turther scrutiny.




(c) Because of the complexities involved in understanding the concept and
implementing it (which would involve converting financial outlays into
measurable outcomes), as also the nature of infarmation that the Outcome
Budgets may contain, it would be desirable to proceed with caution and,
therefore, the consolidated Outcome Budget would not be placed in the
public domain, The position in this regard would, however, be reviewed after
the system stabilizes. Based on the experience gained, the Outcome Budget
couid be so refined as to make it possible to place it in the public domain.

(d) The format of the Quctome Budget may be customized to suit the
requirement.

(&) Since it is not possible to prepare the Outcome Budget 2010-11 by 20"
March 2010 as laid down in the OM of 6™ January 2010, it may be prepared
by 30" June 2010.

() The stipulated date of 20" March may be followed for Outcome Budget in the
subsequent years,

5. A copy of the Ministry of Finance OM No 2(1)Pers/E.Coord/ OB/2005
dated 6" January 2010 is enclosed. All Services and Departments, other than
NCC and MAP, may also take preparatory action so that, if and when required,
they could also start generating the Outcome Budget in future,

r,l: F -"-._1:'
pﬁw’i,\:_ @(_J_ L
(Amit Cowshish) =
JS & Addl FA (A)

DG NCC

y DG MAF

MeD (Fin) ID No. 11(8)/B.1/2005 dated 18" February 2010

Copy, along with a copy of MoF OM dated 06.01.2010, to:

DG FP (AHQ), ACNS (P&P) (NHQ), ACAS (Fin P) VAIr HQY), ACIDS (FP) (HQ IDS),
CC R&D (R&M), Member (Finance) OFB

PS to AS (M), AS (DP), AS (A), FA (Acq), all JS & Addl FAs & FiMs

PS10 JS & Addl FA (R) — with the request to consider circulating the MoF OM
dated 06.01.2010 to the Heads of the Organizations covered by the Demand for
Grant of MoD (Civil) for information.

Encl :- one
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M. 2{1)Pers/E.Cord/OB,/ 2005
Minisktry of Finance
Ceptt, of Expenditure

MNew Delhi dated the & lanuary, 2010

OFFICE MEMORANDUM

Subject:- REVISED GUIDELINES FOR PREPARATION OF QOUTCOME
BUDGET 2010-11.

Introduction

L: Outcome budgets have become an Integral part of the budgeting
process since 2005-06 DUTCOME BUDGET 2010-11 will broadly indicate the
physical dimensions of the financial budgets as also the actual physical
performance in 2008-09, performance for the first 9 manths of the yaar
(2002-10) and the targeted performancs during 2010-11.

Scope of Coverage in Outcome Budget 2010-11

2. The Qutcome Budget documents will be prepared separately by each
Ministry/Department in respect of all Demands/Appropriations cantrolled by
them, excepl those exemptled from this requirament and to the extenl
disclosures are not barred on considerations of security etc. & Jist
exempted Demands/Appropriations is enclosed At Annexure, I. However,
even the Ministries/Departments and other authoritios ‘exempted’ from
preparation of Dulcome Budget and placing it in public demain are requested

to carry out this exercise for internal use and voluntarily decide to place it in
public domain Fully or partially.

of

3, As far as feasible, sub-targets for coverage of women and SC/ST
benefliciaries under various developmental schemes and the schemes far the
benefit of the North-Fastern Regional should be separately indicated.

Broad format of Outcome Budget 2010-11

4. The Dutcome Budget 2010-11 will be prepared an the basis of Budget

2010-11 in the form of a document, separate for each Ministry/Department,
broadly consisting of the chapters detailed below:

Executive summary; Apart from summarizing relevant
chapters, this portion chould prominently highlight the details of the
monitoring machanism and the public infermation system put in
place by the Ministry/Department ta regularly monitor physical and
financial progress during the course of the year and inform the
general public about it.

Chapter I. A brief introductory note on the runctions of the
Ministry/Department, organizational set up, list of major
programmes/schemes  implementad by the Ministry/department.  its
mandate, goals and policy framewark. This mtroduction should highlight, in
particular, if the Ministry has goals, or major programmes or schemes in
respect of women/gender equality,




Chapter II: This will contain 3 tabular format, which may be
visualized as “vertical compression and horlzantal axpansion” of the
Statement of Budget Estimate (SBE) included In the Expenditure Budget Vol,
11 {with suitably adapted format for Railways). There may ba separate Lables
for separate Demands/appropriations controlled by the Ministry/Department.
The main objective Is ta establish a ane-to-one correspondence hetwesan
(financial} Budget 2010-11 and Outcome Budget 2010-11. The details will
comprise of the financial outlays, projected  physical outputs  and
projected/budgeted outcomes (intermediate/partial and final, as the case
may bej. Projected physical output should be disaggregated by sex,
wherever possible and appropriate i.e. where delivery is to individuals, An
indicative format for these Demand/appropriation -wlze tables is enclosed

Annexure IIL.  Explanatory notes may be liberally added, wherever
necessary.

Chapter III: This will detail reform Mmeasures and policy initiatives, if
any, taken by the Ministiv/department and how they relate to the
intermediate outputs and final outcomes in areas such as public private
partnerships, alternate  delivery mechanisms, social  and WOImen's
eEmpawerment processes, greater decentralization, transparency ete,

Chapter IV: Review of past performance: At the very least, this
should indicate the performance during 2008-09 and 2009-10 (i.e. upto 31
December, 2009) in terms of targets already set. The analysis of physical
performance should be Scheme-wise with the reasons for variations;
explaining the scope and objectives of individual programs/schemes, giving
their physical targets and achievements. Indicataors of performance relating
to individuals should be sex-disaggregated,

Chapter V: Financial Review covering overall trends  in
expenditure vis-d-vis Budget Estimales/revised Estimates in

recent yvears,
including the current year. Data should be segregated scheme-wise, abject

head-wise, and institution wise in the case of autonomous institutions,
Pasition of outstanding utilization certificates and unspent balances with
States and implementation agencies should-also be brought out,

Chapter VI: Review of performance of Statory and Autonomous
Bodies under the administrative control af the Ministry/department. The
same principles as in reporting on the Ministry's own performance shouid he

followed. These princples  include sex dicaggregation of performance
indicators relating to Individuals:

5. The fllowing noints may be noted in respect of the contents of

Chapter II of Outcome Budget 2010-11 giving targets for 2010-11 -

i) The description of items should match with the description
shown for the different items in the Statement of Budget Estimates (SBE) as
included in Expenditure Budget vol. 11 of the Budget 2010-11,
minor itemis may be clubbed to avoid
significant itams,

However
cluttering up and facusing attention on

i} The terms “complementary extra-budgetary resources”
refers to the resources cammitted for the purpose by the entities other than
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the Central Government, Typically, it would include matching share form the
State  Governments  for Centrally Sponsared Schemes or  resource

contribution by Public Sector Undertakings or by private parties in the case af
public private partnership projects,

ili) There should be a separate table for sach Central Public
Sector Enterprise (CPSE) under the administrative control of the Ministry,
with Itemized listing of major projects in hand, The Cutcome Budget should
be prepared on the basis of the Central Plan Outlay” comprising of both the
Gross Budgetary support component as well as the Internal & Ewxtra
Budgetary Resources (IEBR) component of the Central Plan Cutlay. Thus,
the Qutcome Budget in respect of CPSEs maybe prepared even If there is no
budgetary support.

iv) Wherever a Ministry/Department has large autoncmous
Badies substantially dependent upon Government for financial support,
separate tables may also be considered for each such organization as per the
assessment of the Ministry/Department:.

v The tables concerning CPSEs or Autonomous Bodies should
list out important projects in hand give such details as sanctioned cost,
scheduled date of completion, total cumulative expenditure till the beginning
of the year, total expenditure planning during 2010-11, likely date of
completion, and the related “outputs” and "outcomes”. The latter should be
sex-disaggregated where they relate to projects oriented to individuals,

vi) The *final outcome' need not necessarily be co-terminus
with the annual outlays and ‘intermediate physical putputs’. ‘Final outcomes’
may span a longer time frame than the annual Final outlays  and
corresponding intermediate outputs.  Wherever the 'final outcomes' are
estimated to take longer than one year, the estimated time frame should he
clearly indicated. 1In case, the geslation s four to five years or longer, the
‘partial outcomes’ need to be tracked on an annual basis to ensure thar the
‘final ocutcomes’ once indicated as achievahie after five years are not
forgotten or mechanically repeated in the document from one year to the
other, and that the progress made towards achieving the final goal is
reflected.  Information should be provided whether the project is in the
"initial’ stage, 'intermediate’ stage ar ‘final’ stage.

wii) Wherever ‘physical outputs' are in a sense the ‘final

outcomes’, assessment of ‘quality of oulput’ through ‘appropriate indicators
of quality’ should be brought out

will) wenerever final cutcomes’ are net the direct results of the

annual outlays and are the cumulative effect of past several vears' outlays,
this should be clearly explained.

%) The *final outcome’ component of the Outcome Budgel need not
necessarily have yearly targets, as final outcomes will vary by Ministry and
Programme "Final Outcome’ wherever possible can be measured in a five
year iime frame in line with five vear Plans. The ‘Partial oulcome’ may be
mentioned in these cases in the Dutcome Budget of that year,
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%] Where the “final outcomes’ are not measurable and quantifiable, the
likely benefit that will accrue may be incorporated.

%i) The explanatory notes should attempl to bring out the role and
financial commitment of other agencies that s required to fructify the
intended outcomes of a particular scheme of the Ministry/Department, even
though such agencies mav or may not be directly iInvelved in the
implementation and may be providging complementary services,

xii) Non-Plan  expenditures are necessary  to maintain  the basic
infrastructure without which the Plan interventions are bound to Fail in
meeting the intended objectives, Role of non-Plan expenditure I3 therefare
supplementary and facilitative. Hence, outcomes cannot be categorized as
Plan outcomes and non-Plan outcomes. The Outcore Budget 2010-11 will
cover non-Flan expendilure as far as possible.  The column on Budget
suppoert would have two sub-columns "Plan”  and "non-Plan” and the
outcomes will be related to the Yotal budget provision. Schemes/items in the
Statement of dudget Estimates having cnly non-Flan expenditures, which
can be linked to certain deliverable outputs, should find mention in the
Outcome Budgat.

G. The outcomes refiect the ultimate aims of Government policy
through budgetary support, tax exemption/concessions and
preferential treatment in procurement of goods and services. It
would be desirable if the Ministries/Departments may include a
chapter in the Outcome Budget detailing such extra-budgetary
measures and their impact. The revenue forgone in promotion of
certain policy objectives is defined as 'tax expenditures’ and it wouid

be useful if the impact of this implicit expenditure is also assessed,

Certain presentational features :

T It is desirable that the above documents brought out by different
Ministries/Departments have a common level of detailing, at least for 3
minimum sel of disclasure paramelers; separately in Hindl and English; be

reader-friendly and adopt certain common printing fermats. Accordingly, the
following may be kept in view;

In the case of Departments having total budget provision of less
than Rs.100 crore {as per the netted flgure shown in the
Expenditure Budgel Vol. I1), all amounts may be shown in "Rs in
lakhs" with two decimal places. For others, the amount may be
shown in "Rs In crore” with two decimal places. The ambounts
may be shown with comma separators,

Each page may be given a ruaning header giving the chapter
number, title and page number running for the whaole document
from the 1% page of Chapter I. The documents may be printed on
the size of paper used for Detailed Demands for Grants,

Any other addition/alteration, Inclusion of graphicsicharts etc. to
improve readability of the document.

5. However, Lhe above guidelines are not intended to prescribe a
rigul-format, These are indicative of minimum tHsclosure requirements and
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do nol preclude any value addition that the Ministries/Departmeants decide to
carry out on thair own,

FPlanning for future refinemants

3, The Ministries / Departments are advised to put in place, Il not
already there, systems of data callection, with the help of specialized
agencies wherever necessary, for the purpose of (i) developing measurable
indices of performance’ to measure and assess guality of implementation:
(ii} developing norms of standard unit cost of delivery of a service; (iii)
quantification/factoring in of environmental cutcomes: (iv) quantification of
community and empowerment outcomes through social capital formation; (v}
Quantification of impact of funds ecarmarked for publicity/awareness
generation; and (vi) disaggregation, by sex and other relevant fackors, of
indicators of performance and impact. This will not only involve collection of
data on past trends bul also on present developments in markets and
technology. The Ministries/Departments are encouraged to make use of the

services of the Cost Accounts branch of this Department in addressing the
costing issues.

Independent Evaluation

10. The Ministries / Departments may engage independent evaluators
and assessment agencies for scrutiny / evaluation of the achievemenls
against physical outpuls and final outcomes of majer flagship schemes. Dye
care may be taken to avoid duplication of afforts with evaluation studies

conducted by the Planning Commission or the Department of Programme
[mpiementation.

Time schedule and responsibility

11. The Dutcorne Budgel 2010-11 documents should be laid bafore
hoth the Houses of Parliament, after final approval of the Minister-in-charge,
iatest by March 20, 2010 or such date as may be necessary Lo ensure that
the process Is complete before the Houses go into recess, In exceptions)
cases, where laying of documents is nat feasible, these may be circulated to
Hon. Members of Parliament through the Secretarial of the House. Thease
should be avallable to the Departmental Standing Committees of Pariament
for examination during the recess period. The Ministries/Departments should

also place these documents in the public domain by putting it on their
website after presentation in Parliament,

12, Responsibility for preparation of this document wi
with the Ministries/Departments. The Financial Adviser of the Ministry /
Cepartment wil! be the nodal officer for conr: inating the whole exercise and
organizing ‘need-based consultations’ with various officers whether within the
acdministrative Ministry / Cepartment, or with the Ministry of Finance, Lhe
Planning  Commission and  outside experts, with due regard to the
confidentiality of the budget process. Head of various Divisions handling
different schemes may be instructed to provide necessary draflt write-ups
and cther material te the Financlal Advisor sufficiently in advance. The
draft Outcome Budget 2010-11 in respect of "Flagship Programmes”

may be got vetted from the Department of Expenditlure as well
from the Planning Commission,

It rest essentially

ol
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Follow up action after presentation of Outcome Budget

13, The real value of Outcome Budget lies in its ulility as a policy tool
to establish effective linkage with allocation and disbursement of puhlic funds
on the basis of measurable performance,

14, As mentioned in paragraph 4 above, the Ministries / Departrents
cshould indicate their monitoring mechanism and the public information
system in the Outcome Budget. This will result in periodic progress reports
being made available to the Ministry / Department by the implementing
agencies, This next logical step would be to link release of funds with

progress in achieving monitorable physical progress against commitments
made in the Outcome Budget,

15. As the Ministries are aware, Rule 212 of the General Financial
Rules, 2005 introduced significant changes in the system of “Utilization
Certificates”, Besides financial certification of having fully spent the amount
for approved purposes, the Utilization Certificate should also disclose wheather
the specified, quantified and qualitative targets that should have been
reached against the amount utilized, were in fact reached, and if not, the
reasans therefore,  Utilization Certiflcates should contain an output basead
performance assessment instead of inpul based performance assessment.

16. Accordingly, the Ministries / Departments should revise Lbi
guidelines and practices applicable to their schames to ensure a staggered
and controlled release of funds. In combination with other expenditura
management measures like e-banking it should be feasible to ensure Lhat
funds are made available in time for actual requirement and that the funds
are neither delayed, not diverted ror parked outside Government account,

S W

(Sushama Nath)
Secretary (Expenditure)

All Secretaries to the Government of India
All Financial Advisers to the Ministries ! Departments

All Heads of accounting wings in the Ministries [ Departments
Copy to:- Member Secretary, Flanning Cammission
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ANNEXURE 1

LT OF DEMAND/APPROPRIATIONS IN RESPECT BF WHICH
OUTCOME BUDGET 1S NOT MANDATORY

The Cuteoms Budget 2010-11 38 ‘ntended to cover e entire Lentral Pian _{}uﬂay {Cirnss Eudf-;:‘.
S‘J].??ﬂﬁ and 3ﬂ1Eﬂ1II-'| apcl 'E.;itm Hudg&‘tﬂ[‘}" R¢ggmggﬂ} uﬂﬂ. CGDH'E-'E'lE-Ij ].'I.GII-P].:H.'?‘I []I:'U‘-‘m][][]..‘i {hat ;LI'{.:- ELI'ELE:L:..JL:‘.I
1o Crateome PBudgeting, In gencral, & Mgnim-yﬂ]cpnhmnt may exclude 1!3_*: “hpsistance 10 btal:: Flan
component of ita Plan Budget from the seope of Qritcome Budget- The following demand/approprietions are
speeifically exempted from the nurview of outcome budgsting:

[Ministry of Defence : B
Defence Pensions
Defence Services - Army
Defenco Services - Navy
Defence Services - Alr Forco
Dofence Ordnance. F'actories '
| Defence Cervices - Ressarch and Development
Capital Outlay on Dofence Servicos
Interest Payments J
“ranster to Statc and Union Termitory  Governments
1 oans to Government Servants clc.
| Repayment of Debt S
J_E‘*ﬁﬂ-&iﬂﬂﬂ /__J
| Indinn Audit and Accounts Department
Cabinet -
-J_’E‘Esfars to Union Territory Governmentd
| Fleetion Commission
Supreme Court of India =
| Ministry of Parliamentary Affairs ——
Ministry of Personnel, Public Gricvanccs and Pensions .
Staff, Household ancl ﬂ@_gﬂﬂﬁiﬂfﬁﬂidﬁm
Lok Sabha
Rajyn Sabha .
Union Public Service Commussion
Secrotariat of the Vice-President
_Andaman & Micobar Islands
Chandigarh
 Dadra & Nagar Havell : |
Daman & Dl
' Lakshadweep

e S —

L —

—_— et

e ——————

I|




FORMAT OF TABLES

ANNEXURED

N CHAPTER O OF OUTCOME BUDGET 2010-11

(F.s. in crofe of in lakhs, as presenbed)

Procpwsey | Hemarks

Ohjective! Qrathay 2010-11

Outeome

. | Name of
Scheme/
Frogramie

Quantifiable
Deliverables/
Phyzical
Cutpois

P
[N

FProjected
Ounicomes Riztk

Factors

Timnelines

[ . a0 en

a(iti)

) Non-Plan | Plan Budget

_ W_n_n_mﬂ

1

Complemeniary
Extra-Budgstary
Resources

o i "

Notes:-
T {tems in Column 2 shall be es per Statement of B

must be shown separately, while smaller ifems o
outlays or merge them appropratcly nto
2. Figures in Column 4(i) and 4(ii) as per Statement
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Ministry of Defence (Finance)

Zero Based Budgeting

Ak Rk

standing Committee on Defence has been emphasizing the need to adopt
Zero-based budgeting techniques for formulation of the defence budget. This
Issue was raised most recently by the Standing Committee on Defence (15" Lok
Sabha) through a questionnaire received in September 2009 and the additional
questionnaire received in November 2009 Extracts of the questions raized by
the Standing Committee and the response of the Ministry are enclosed

Z. Based on the response of the Ministry to the questions raised by them, the
Standing Committee on Defence (15" [ ok Sabha) have made the following

recommendation in their first report on the Demands for Grant of the Ministry of
Defence for 2009-10:

1.  Zero Based Budgeting

The Committee observe that the Ministry of Defence does not
follow the Zero Based Budgeting as a tool for financial planning because
of complexity and the size of Defence Services, However, the underlying
principle of ZBB is followed while preparing the five year and annual
acquisition procurement plans. The Committee are perturbed to find that
the 11" Five Year Plan of the Ministry is yet to be finalized, thaugh half of
the plan period is already over. Therefore, the Committae recommend that
tor all ongoing schemes, Ministry of Defence should follow the principle of
Zero Based Budgeting in time bound manner in the management of
defence, as recommended by Group of Ministers. By following Zero Based
Budgeting the Ministry will be able to comprehensively review tits
requirement of funds for different ongoing schemes and other activilies

3. As can be seen from the text of the recommendation, reproduced above
the Committee desires that ZBB should be followed for all on-going schemes in a
time bound manner in the management of defence. As already conveyed to the
Standing Commitiee, the ongoing schemes are subjected to the zero-based
budgeting by the Services at the time of while preparing the five year and annual
acquisition procurement plans. In view of the recommendation of the Standing
Committee It has now heen decided that while preparing RE 2010-11 and BE
2011-12, the ongoing schemes (both under revenue and capital) should be
subjected to scrutiny based on the concept of zero-based budgeling. The
outcome of the exercise in terms of the number of schemes/ Programmes
(separately under revenue and capital) identified for closure during 2010-11 may
be intimated while projecting the demand for RE 2010-11 and BE 2011-12. This
practice may also he followed every year in future while making projections for




RE/BE. The intimation should be given in the following format, separately in

respect of schemes under the revenue and capital budgets:

Sr | Name of the | Sanctioned/ Expenditure Brief reasons
No | Scheme/programme/ | Estimaied cost already incurred, | for closure
| activity if any |
]
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Receipt of this communication may be acknowledged.

DG FP, ACIDS (PP&FD), ACNS (P&P), ACAS (Fin P),
CC R&D (R&M), Member (Finance) OFB,
DG NCC, DGOA
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Extract from the Questionnaire received from the sStanding Commitiee on
Defence (15" Lok Sabha) in September 2009

Zero Based Budgeting (ZBB)

Question No.4:

The Ministry may please state the necessary reforms carried out by the
Ministry of Defence in the light of the aforesaid recoemmendation of GoM?

Reply:

Defence budget is part of Union budget. Therefore, Ministry of Defence
follows the budgeting principles as followed. adopted and sought by Ministry of
Finance, At present Zero Based Budgeting as a concept has not been initiated in

the Union Budget. Hence, Zero Based Budgeting is not being pursued in the
Ministry of Defence.

Ministry of Defence is continuously updating its procurement procedures
both under Revenue and Capital heads to ensure speedy and appropriate
procurement mechanism in Defence. Also, a separate Acquisition Wing has
been created to expedite the procurement of weaponry and Defence platiorms
etc. leading towards the modernization of Defence forces.

Extract from the Additional Questionnaire received from the Standing

Committee on Defence (15" Lok Sabha) in November 2009 related to the
replies given in September 2009

Reference Question Number 4 — Zero Based Budgeting (ZGB)

It has been stated in the reply that complexity and size of the Defence
services does not permit every function and activity to be subjected to a zero

based comprehensive examination every year in the context of budget
formulation.

Question No.44;

In this context please state if other Ministries of Government of India can

prepare their budget on the concept of zero based budgeting, then why the
Ministry of Defence should treat it as an exception?




Reply:

Communication regarding introduction of Zero-based budgeting (ZBRB) in
the Government of India was issued vide d.o. letter No F.No.2{111)-B(CDN)/99
dated 9" Nowvember 1999 from the then Secretary (expenditure) to all the
secretaries to the Government of India. The entire emphasis of (he
cormmunication issued in 1999 was on programmes and schemes as would be

evident from some of the instructions contained in the said letter reproduced
below;

(a) ZBB implies constructing a budget without any reference 1o what

has gone before, based on a fundamental reappraisal of purposes,
methods and resources”

(1) ‘as part of the ZBB scrutiny it should also be seen what activity Gol

should be supporting and what can be transferred fo Staies, what
are the hidden subsidies and how they can be phased out or bette

targeted, what is the scale of user charges and can they be
reviewed":
(c) ‘in ZBB, a Ministry/Department is or an orgamzation 1s required to

Justify not only the new proposals and the fund therefor but also the
on-going activities and the funds for them':

(el ‘The objective is not to just cut the expenditure, but to make public
expenditure programmes more effective by a more purposive
allocation of resources to various programmes’;

(&) 1t is not intended that as a result of this exercize a saparate set of
documents will be presented to Parliament: and
(f) Each Department will have to develop its own methodology for

achieving the objectives of ZBB',

It would thus be evident that the concept of ZBB cannot be applied to the
entire defence budget because of its complexity and size, as mentioned in the
earlier reply. However, the concept of ZBB s applied while preparing the
Defence Plans and the Annual Acquisition Plans. It may also be added that the
Ministry of Finance, with whom the matter was taken up, has intimated that the
Zero based budgeting exercise is being done by the Planning Commission. The

entire defence budget being non-Plan budget is, however, not subject to any
scrutiny by the Planning Comimission.




