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GOVERNMENT OF KARNATAKA
FINANCE DEPARTMENT

Budget
Top Priority
Karnataka Government Secretariat
Room No.257, Vidhana Soudha
No. FD13 BPE 2012 Bangalore, Dated: 11th October, 2012.

CIRCULAR

Subject.- Budget 2013-14 - Preparation of Revenue and Capital
Receipts Estimates.

k %k %k ok 3k

Reference is invited to the Budget Calendar for 2013-14 issued in
Official Memorandum No. FD 11 BPE 2012, dated 05™ October 2012.

2. On the formation of District Sector, some of the field Departments have
been transferred to the ZP/TP/GP. As such, the Receipts realized by the
ZPI/TP/GPs shall be credited to the Consolidated Fund of the State. The Chief
Controlling and Estimating Officers at the State Level should, therefore obtain the
estimates of such receipts from the field Departments under the ZP/TP/GP and
include them in their estimates.

3. The following instructions may be kept in view in arriving at the
estimates under several Tax and Non-Tax items of Revenue Receipts.

(i) The assumption of the Tax Revenue Receipts should be
based on the current rates of taxation duties imposed and fees levied
under relevant Acts of the State Government. While arriving at the
Revised Estimates for the current year over the assumptions envisaged
earlier, the Estimating Officers should take into account relevant factors
such as the target fixed, the progress of actuals and the anticipated
additional yield from the measurers of enhancement of existing taxes, the
estimated loss of revenue on account of abolition or reduction of taxes
consequent to the implementation of such taxation laws passed by the
State Legislature after the Budget Estimates were finalized and presented.

(i) The Budget Estimates for the next financial year should not be
merely a repetition of the Revised Estimates arrived for the current year
but should take into account all relevant factors such as tax arrears to be
collected, the demand for the coming year and assumption of a
reasonable higher growth rate in respect of tax revenue and also the
performance in the previous years, the progress / trend of actuals of the
current year and the impact of the new measures of taxation referred to in
paragraph 3(i).



(i) A demand, collection and balance statement should also be
sent along with the Estimates for Tax Revenue. The year-wise arrears
should be shown separately as per the Annexure — Il enclosed to this
circular. Such information was not furnished by the Departments in
previous years in spite of instructions in this regard.

4. (i) Non-tax revenue as a percentage of revenue receipts has
declined from 11% in 2006-07 to 6% in 2011-12. The ratio to non-tax
revenue to GSDP has been negligible, mainly on account of low and
declining cost recoveries, poor performance of public enterprises, implicit
subsidies due to uneconomic pricing of irrigation, drinking water supply,
higher & technical education and urban health services.

(i) The analysis of outstanding loans given to government
companies, corporations, local bodies, autonomous bodies, cooperative,
non-government institutions etc.,, for developmental and non-
developmental activites shows that while outstanding loans are
increasing, repayments have remained stable. As at the end of March
2012, Rs. 11198 cr. is outstanding for recovery. Out of this Rs. 1690
cr. of Principal and Rs. 1004 cr. of interest are overdue from Statutory
Corporations, Government Companies and autonomous bodies.

(i)  While the Government is borrowing at high cost from the
market for its investment, the percentage of return on investments is much
lower. One of the major reasons for the stagnation of non-tax revenue is
lack of regular and periodic monitoring by the Administrative Departments
and the non revision of user charges. The Eleventh Finance Commission
had recommended that user charges should be index-linked to input costs
and the process of periodic revision should become automatic.

(iv) Therefore, all Administrative Departments should conduct
a thorough review of all non-tax revenue sources and initiate action
to revise the rates of non tax revenues / user charges.

(V) Similarly, efforts should be made to collect interest
receipts, dividends and capital recoveries from various public
undertakings, cooperatives, autonomous bodies and other departmental
loans based on the terms and conditions of the loans, investment made
and periodicity of the repayments. Based on this, the Departments
should furnish realistic information for inclusion of estimates in
Budget. There should be a strict monitoring mechanism in the
Administrative Departments for achieving the Budget Estimates.

(vi) Explanation for variations between the Budget Estimates
2012-13 and Revised Estimates 2012-13 and between the Revised
Estimates 2012-13 and Budget Estimates 2013-14 should be furnished in
detail in the form (Annexure-l) enclosed showing item-wise variations
between the estimates referred to above and specific reasons for
decreases or increases as the case may be. Reasons furnished for the
variations must be specific and in detail.
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5. The financial year 2013-14, is the second year of the XlI Five Year
Plan Period 2012-2017. Resources will have to be raised for financing the
annual plans, the committed expenditure of earlier plan period, the
administrative expenditure including the increases sanctioned from time to
time in respect of Dearness Allowance and the expenditure on relief works
connected with Natural Calamities, maintenance of law and order and
Social Welfare Measures. Heads of Departments are, therefore,
requested to launch a vigorous drive for collection of arrears. Determined
efforts should be made to step up collections under the sector 'Non-Tax
Revenue' over the present level of collections. Heads of Departments are
also requested to examine and indicate to the Government the possibilities
of raising additional resources either from existing sources or from fresh
sources. Such proposals for getting additional resources under ‘Tax
Revenue’ may be treated as ‘Top-Secret’ and proposal sent to the
undersigned by name.

6. It has been a practice to exhibit a large proportion of the receipt estimates
under the miscellaneous head 'other receipts'. This should be avoided.
Instead, efforts should be made to categorise the receipts under the distinctive
sub heads available under that particular Major Head. All particulars that may be
necessary for this purpose should be obtained from the subordinate
Offices/Officers well in time so as to furnish the Estimates before the due dates.

7. There are number of loans sanctioned in the past in respect of which the
balances are still outstanding. The estimates of loan receipts should be based on
the anticipated recoveries during 2013-14 with reference to the outstanding
balances and the terms and conditions of the relevant loan. The estimates should
be accompanied with a D.C.B. Statement as per the Annexure — Il1.

8. The Estimating Officers have sufficient time to finalize the Estimates. The
Receipts Estimates should therefore, be sent so as to reach the Finance
Department positively by 27" October, 2012 and no room should be given for any
delay on this account. All Budget correspondence should be addressed to
Deputy Secretary to Government (B & R), Finance Department. Arrangements
may be made to deliver Receipts estimates directly in the Budget Compilation
and Committee Section of Finance Department (R. No. 257), to avoid delay in
transit.

9. The Departments coming under the control of Secretariat Departments having
Internal Financial Advisers have to furnish the estimates to the concerned
Internal Finance Adviser who in turn will forward them to Finance Department
after detailed scrutiny.

10. This Circular as well as the Annexures are available on the website
www.kar.nic.in/finance. Send soft copy in addition to hard copy to the email id:
fincc.kar@nic.in

@T i UV

(AJAY SETH)
Principal Secretary to Government
Finance Department (B&R).
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To:

N oo 00~ w0 M F

All the Principal Secretaries and Secretaries to Government

All Heads of Departments and Estimating Officers

The Internal Financial Advisers of the Secretariat

All Regional Commissioners

All Chief Executive Officers and C.A.O.s of Zilla Panchayats.
Deputy Commissioners of all Districts.

Additional Secretaries, Joint Secretaries, Deputy Secretaries,
Special Officers and Under Secretaries to Government in Finance
Department.

All Budget Compiling Sections in Finance Department.

Office Copy and Additional copies.



ANNEXURE - |

Budget

Statement of Revenue &

Statement showing the variations in revised estimates for year 2012-13 and

Head of Account

Budget
Estimates
2012-13

Revised
Estimates
2012-13

Variations
between
Budget
Estimates
and
Revised
Estimates
Increase/
Decrease

Reasons for
Variations
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Capital Receipts Estimates by Major Head of Account

Budget Estimates for the year 2013-14

Budget | Variations | Reasons for will be filled at Finance Department
estimates | between Variations
2013-14 Revised Accounts | Accounts Opinion of
Estimates 2011-12 for 6 Finance
2012-13 months Department
and 2012-13
Budget
Estimates
2013-14
Increase /
Decrease
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Annexure-l|

(Rs. in Lakhs)

Total Arrears Due

Yearwise Breakup

Deferment/Exemptions

Year Arrears Year Amount
2011-12 2011-12
2010-11 2010-11
2009-10 2009-10
End of End of
2008-09 2008-09
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Annexure-Ill

(Rs. in Lakhs)

Loan Sanction No. &

Due for 2013-14

SI.No. Loan Amount
Date o
Principal Interest
@ @ ®)
Over Due Arrears Yearwise Breakup Over Due Arrears Reasons for Non-Payment
Principal | Interest | Penal Year Principal | Interest Penal As per Terms & Condition
Interest Interest
6 () (8 9 (10) (11) (12) (13)
2011-12
2010-11
2009-10
2008-09
2007-08
End of 2006-07
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