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Basic Principles of Govt Accounts

 No money can be spent from the Consolidated fund unless 
parliament has authorised it by passing the necessary 
Appropriation account

 Appropriation Account alongwith the demand for Grants 
indicates the purpose for and objects on which Parliament 
authorises the executive to spend money from CFI.

 For the drawal from Public Account, no authorisation by 
legislature is necessary.

 President may lay down the rules to regulate such 
withdrawals

 Parliament can not vote money for any purpose whatsoever 
except at the demand and responsibility of executives.



Basic Principles of Govt Accounts
 Only Parliament & State legislature has authority to enact legislation for 

raising Govt revenues.
 Executive has no powers to impose taxes
 Revenue collected and loans raised are credited to the Consolidated 

fund 
 Besides Consolidated Fund, there is Public Account where the Govt acts 

as banker or creditor. 
 Under Article 284 of the Constitution, all moneys received by or 

deposited by any officer employed in connection with the affairs of the 
Union in his capacity other than public moneys raised or received by the 
Govt ,shall be paid into the PUBLIC ACCOUNT

 Third fund called Contingency fund from which money can be 
withdrawn on the orders of the President/Governor to meet emergent 
commitments or for meeting the expenditure for new services not 
provided in the budget pending authorisation by the Parliament of the 
state legislature



FINANCIAL  STRUCTURE
EXECUTIVES

Ministry of Finance
Administrative Machineries

Other Agencies
PARLIAMENT

ESTIMATES COMMITTEE
PUBLIC ACCOUNTS COMMITTEE

COMMITTEE ON PUBLIC UNDERTAKINGS

COMPTROLLER GENERAL OF INDIA



Government Financial System

 Period : 1st of April to 31st of March (Rule 42,&75 GFR)
 Cash based accounting (Rule 74 GFR)
 Budget: Art.112(1) Constitution, Rule 43 GFR
 Form of Accounts : Consolidated Fund of India, Contingency 

Fund of India and Public Accounts of India (Rule 72 &77, GFR)
 Contingency Fund: Act & Rules: Rs.500 Cr., Secy.DEA-

unforeseen expenditure including a new service not 
contemplated

 Voted expenditure, Charged Expenditure (Rule 83 GFR)
 Revenue and Capital Expenditure (Rule 84 GFR 2017,& 

MOD(F) U.O.No.256/Dir(Finance) 9.2.07-Rs.10 lakhs and 7 
years)



STRUCTURE OF GOVERNMENT ACCOUNTS





BUDGET-OVERVIEW

 A budget is a financial plan used to estimate revenues 
and expenditures for a specific period of time. 

 It is a management and planning tool, not just an 
accounting document. It assists in the allocation of 
resources.

 A budget allocation is the amount of funding designated 
to each expenditure line. 

 It designates the maximum amount of funding an 
organization is willing to spend on a given item or 
program, and 

 It is a limit that is not to be exceeded by the employee 
authorized to charge expenses to a particular budget line.



HISTORY OF BUDGET
 On April 7, 1860 the then Finance Minister of India, James Wilson under 

British rule presented the first budget of India. 
 First budget of independent India was presented by  Sir RK 

Shanmukham Chettey on 26th Nov.1947 for seven and half months 
interim budget.

 In 1949-50 and 1950-51 John Mathai presented the union budget of 
India  who also announced the Planning commission.

 JL Nehru became the first PM to present the budget when he held the 
finance portfolio.

 Interim budget of 1992-93 was a historic budget when import duty was 
reduced from 300% to 50 % paving the way for liberalisation

 During the 2017-2018 , three important decisions were taken:-
  By merging the railway budget with union budget 
  Advancing the budget presentation from last day of Feb to first   Feb.
 Scrapping Plan & Non-plan expenditure
 Budget presentation mandated under Article 112(1) of constitution of 

India



BUDGETARY PROCESS

 General discussion on budget
 Discussion and voting on the demands for Grants
 Passing the Appropriation Bill
❑After demands for grants are approved bill introduced to 

provide for appropriation of money required to meet the 
grants

 Passing of the Finance bill
❑Parliament then sets to approve the Finance bill which 

contains the proposal of Govt for raising the required 
revenue and budget is said to be passed with the passing 
of Finance bill



Budgeting System

• Union Budget-Annual Financial Statement 
presented in Parliament by Finance Minister

• Stages of Budgeting are:
➢Stage I : Preparation of Estimates
➢Stage II: Scrutiny & Consolidation of Estimates by 

Ministries & Departments
➢Stage III: Scrutiny & Settlement of disputes by Ministry 

of Finance
➢Stage IV: Consolidation of Estimates and Cabinet 

approval

• Concept of Demand for Grants





BUDGET -DEVELOPING/PLANNING

 Budgets are usually developed for 12-month periods.

  When developing a budget, revenues are usually 
estimated first to determine the level of resources that 
will be available in the upcoming budget year.

  Based on the estimated resources, expenditure limits, 
also called budgetary allocations, are assigned to each 
budget category. 

 When developing budgetary allocations, all needs of the 
organization are taken into account and decisions are 
made where best to allocate available money.



BUDGET ALLOCATION

• When developing a budget, revenues are 
usually estimated first to determine the level of 
resources that will be available in the 
upcoming budget year. Based on the estimated 
resources, expenditure limits, also called 
budgetary allocations, are assigned to 
each budget category.



Budget Category Allocations

• Budgets are usually divided into departments 
and program units. 

• This allows for easier identification of the 
resources allocated to specific programs and 
functions. 

• Each category can be made of several budget 
allocations, referred to as line items, for the 
specific needs necessary to support the 
program or overall department operation.



Adjusting Budgetary Allocations & 
Re-appropriations

 Budgetary allocations might not always be sufficiently 
estimated. 

 This can happen when adequate funding for predictable or re-
occurring expenses are not included in the budget. 

 This might require the budget to be modified after adoption to 
account for the shortfall. 

 Typical corrections will include transferring funds ( RE-
appropriations) from other allocation categories or from the 
organization's surplus, sometimes referred to as savings.

 Just as budgetary allocation estimates can be insufficient, 
revenues can be underestimated. 

 This can happen if a downturn in the economy occurs after a 
budget is adopted, thus harming revenue streams. 

 Insufficient revenues might require the need to reduce 
budgetary allocations in order for expenditures not to exceed 
revenues at the end of the budget year.



BUDGET  MONITORING

• Budgetary allocations should be routinely 
monitored to ensure the amounts budgeted are 
sufficient to meet expenditures. 

• It is important to have a tracking system in place 
for all purchase orders and bills. 

• The purchase orders and bills should be 
matched regularly against the budgetary 
allocation to ensure sufficient funds exist for the 
remainder of the budget year.



Capital Budget

• Land acquisition

• Infrastructure

• Plant &  Machinery

• Weapon systems

• Ships, submarines, aircrafts



Control of Expenditure
• Every spending authority must ensure 

that:
– expenditure is incurred for the approved 

purpose,
– it is within the sums allotted,
– it has been incurred under the authority 

competent to sanction it, and 
– Due prudence has been shown in its 

incurrence

• Sanction
• Delegation
• Budget
• Audit and accountability



Re-appropriation and Vote on 
Account

 Re appropriation: transfer of funds from one primary unit 
to another

 No re appropriation between Capital and Revenue Heads 
is permitted

 No re appropriation after expiry of Financial Year
 Permissible out of savings arising out of allotments at 

disposal
 Re appropriation between Minor Heads by Govt. of India
 Re appropriation between sub heads of Minor Heads by 

Ministry
 Re appropriation permissible between Expenditure Heads 

only



Re-appropriation and Vote on 
Account

• Powers of re appropriation vested in :

➢Govt. of India

➢Central Controlling Authorities

• Vote on Accounts: To cover the expenses done 
during the period of budget discussion in 
parliament



Revenue Budget

Pay & Allowances

Stores and Consumables

TA/DA

Conservancy/Outsourcing

Annual Repair and Maintenance.

Statutory and obligatory Charges.



❖   WELCOME  

General Financial Rules 2017

By

Surendra Koolwal, Sr. AO



What is GFR :-

• A compilation of general provisions to be 
followed by all offices of Govt. of India in 
dealing with Financial matters.



GFR 2017

• First  issued in 1947 in the Form of Executive  
Instructions.

• Modified subsequently  as GFR 1963.

• Several amendments and modifications issued 
thereafter. 



Content of GFR 2017:-

• There are twelve (12) chapters.

• There are twelve (12) Appendix.

• Different types of Forms.

• Total numbers of Rules in GFR 2017 is 324.



Topics Covered in GFR

1.  Introduction.                                                                  
(Rule 1-6)

2. General System of Financial Management.                       
(Rule  7- 39)

3. Budget Formulation and Implementation.                        
(Rule 42 – 70)

4. Government Accounts.                                                          
(Rule 71- 129)

5. Works.                                                                                       
(Rule 130 - 141)

6. Procurement of Goods and Services.                                  
(Rule 142 - 206)



Topics Covered in GFR……

7. Inventory Management.                                   
    (Rule  207 - 223)
8. Contract Management.                                        
     (Rule 224-227)
9. Grants-in-Aid and Loans.                                                
     (Rule  228 - 263)
10. Budgeting and Accounting of Externally Aided Projects. 
     (Rule 264 - 274)  
11. Government Guarantees.        
     (Rule  275 - 283)
12. Misc Subjects viz Establishment, Limitation of Claims, Security 

Deposits, Endowment Funds, Maintainance of Records, Contingent 
Expenditure etc.                                                    
(Rule 284 - 324)



Chapters 1: Introduction

• Rules 1 to 6

• CAPEX Model: in the CAPEX model, capital 
expenditures is used by the buyer to 
straightway purchase goods followed by 
procurement of consumables, arranging AMC 
after warranty period and disposing the 
product after useful life.



• OPEX Model: in the OPEX Model, the seller 
provides the goods, maintains it and also 
provides the consumables as required and 
finally takes back the goods after useful / 
contracted life.  The expenditure is made by 
the buyer in a staggered manner as per the 
terms and conditions of the contract.



Chapter -2: General system of 
Financial Management.

• Rules 7 to 41

• Rule 8(2) : the head of account to which 
money shall be credited and withdrawal of 
money shall be governed by Government 
Accounting Rules 1990 and the Central 
Government Account (Receipts and Payments 
) Rules, 1983.



• Rule 26: Responsibility of Controlling Officer in 
r/o Budget allocation:

• The expenditure does not exceed the budget 
allocation.

• Expenditure is incurred for the purpose for 
which funds have been provided.

• Expenditure incurred in public interest.

• Adequate control mechanism is functioning in 
the department.



• Rule 27(1): all rules, sanctions or orders shall 
come into force from the date of issue unless 
any other date from which they shall come 
into force is specified therein.

• Rule 30: lapse of sanction: After a time lapse 
of 12 months except store purchase if tenders 
have been accepted/Indents have been 
issued.



Defalcation and Losses

• Rule 33 – Report of Losses
• Cases of serious Irregularities should be brought 

to the notice of Financial Advisor/Chief 
Accounting Authority of Ministry and CGA, Min of 
Finance.

• Report of Losses at two stages
• (i) Initial Report- as soon as it takes place/noticed
• (ii) Final Report- After due Investigation indicating 

the nature of loss and causes and prospects of 
recovery



Defalcation and Losses

• Rule 34: loss of government property due to 
fire, theft, fraud: all losses above the value of 
rupees fifty thousand due to suspected fire, 
theft , fraud, etc., shall be invariably reported 
to the police for investigation as early as 
possible.



Chapter 3: budget formulation and 
implementation.

• Rule 42 to 70

• Rule 43(1) presentation of budget to 
parliament.: in accordance with the provisions 
of article 112(1) of the constitution, the 
finance minister  shall arrange to lay before 
both the houses of parliament.



Budget Formulation

• Rule 43(3): the provisions for preparation , 
formulation and submission of budget to the 
parliament are contained in article 112 to 116 
of the constitution.



• Rule 55: vote on account: to cover 
expenditure for a brief period in accordance 
with the provisions of article 116 of the 
constitution.

• Rule 58: maintenance of liability register for 
effecting proper control over expenditure in 
form GFR 3.



• RULE 65(1) : re-appropriation of funds: subject 
to provisions of rule 10 of the delegation of 
financial powers rules, , re-appropriation of 
funds from one primary unit  of appropriation 
to another  such unit  within a grant . 



Chapter -4: Government accounts

• Rule 71 to 129

• Rule 74: cash based accounting: government 
accounts shall be prepared on cash basis.

• Rule 75: period of accounts: annual  accounts 
of the central government shall record 
transactions which take place during a 
financial year from 1st April to 31st March 
thereof.



• Rule 76: currency in which accounts are kept: 
the accounts of government shall be 
maintained in Indian Rupees. All foreign 
currency transactions shall be brought into 
account after conversion into Indian Rupees.



• Rule 83: charged or voted expenditure: the 
expenditure covered under article 112(3) of 
the constitution of India is charged on the 
consolidated fund of India and is not subject 
to vote by the legislature.



• Rule 84: capital or revenue expenditure.

• Rule 85: banking arrangement: the RBI shall 
be the banker to the government.



Chapter -6: Procurement of goods and 
services.

• Rule 142 to 206

• Rule 143: definition of goods: goods includes 
all articles, materials, intangible products like 
software, technology transfer, licences , 
patents  or other intellectual properties but 
excludes books , publications, periodicals , etc 
for a library.























*Amended for Rs. 50,000/- to Rs. 10,00,000/- vide order Dated 
10.07.2024 by DoE, MOF, GOI













*Amended for Rs. 50,000/- vide MoF, GOI OM no F.1/3/2024-
PPD Dated 10.07.2024.



*Amended for Rs. 50,000/- to 5,00,000/- vide MoF, GOI OM no F.1/3/2024-
PPD Dated 10.07.2024.











*Amended for more than Rs. 50,00,000/- vide MoF, GOI OM no F.1/3/2024-
PPD Dated 10.07.2024.



*Amended for Up to Rs. 50,00,000/- vide MoF, GOI OM no F.1/3/2024-PPD Dated 
10.07.2024.



*Amended for Rs. 50,00,000/- vide MoF, GOI OM no F.1/3/2024-PPD Dated 
10.07.2024.





























Rule- 177-196 Consulting Services

• Primarily Non-Physical, Project Specific, 
Intellectual and Procedural processes where 
deliverables/outcome varies from one 
consultant to another.



Rule 207 -223 Inventory Management

• Rule 208 – Inspection note and Stock Register

• Rule 209 – Internal Transfer of 
Stock/Inventories

• Rule 210 – Custody of Goods and Materials

• Rule 211 – Accounting of Stock/Fixed 
Assets/Library Books/Assets of Historic/artistic 
value

• Rule 212 – Hiring of Fixed Assets to Local 
bodies/ Contractors etc.



Rule 207 -223 Inventory Management

• Rule 213 – Annual Physical Stock Verification 

• Rule 214 – Buffer Stock  of Consumables

• Rule 215 – Physical Verification of Library Books

• Rule 216 – Handing-Taking over of Stock/Assets

• Rule 217 – Disposal of Surplus/Obsolete/BER 
Goods

• Rule 218 – 222 - Modes of Disposal

• Rule 223 – Powers to Write-off the losses



Rule 224-227 Contract Management

• Rule-224 All Contracts shall be made by an 
Authority empowered to do so by or under 
the orders of President of India in terms of 
Article 299(i) of Constitution of India.

• Rule -225 General Principles of Contract

• Rule -226 Management of Contracts.

• Rule-227 Legal Advice to be sought whenever 
a dispute arises and Arbitration.



Rule 228 –263 Grants-in-Aid and Loans

• Rule 228 GIA can be given to: -

• Autonomous Org.

• Voluntary Org.

• Educational & Other Institutes.

• Urban and Rural Local Self Gov Institutes.

• Cooperative Societies.

• Societies or Clubs setup by Govt. Servants to 
promote Social, Cultural and Sports Activities.



Grants-in-Aid and Loans

• Rule 229 General Principles for setting up of 
AB- No new autonomous institution should be 
created by an AB itself. However, Regional 
centres/Offices/Substations can be created 
with prior approval of Administrative Ministry 
in consultation with Min of Fin. 



Grants-in-Aid and Loans

• Rule 230 – Rules for accounting in AB 
receiving GIA including the Standard Format 
of Their Annual Accounts.



What are important GFR for a head of 
department/institution

• GFR is the mother book governing all 
Financial/quasi Financial matters related to 
Govt. Business & Accounts.

• Relevant Rules are to be complied with by all 
authorities involved

• Rule-21 to 32 and 142 to 227 are Important 
for Public Procurement.



What is Financial fraud and how we 
can avoid this situation?

• Rule 33 of GFR deals with Defalcation & losses. Any 
loss caused to Govt. by someone with and intent to 
benefit someone is called fraud or intentional 
deception to secure unfair & unlawful Gains or to 
deprive/ misleading a victim of legal right.  

• ‘This happens due to many reasons including lack of 
transparency.

• The following are the ways to effectively prevent the 
frauds.

• Create a culture of accountability through Code of 
Conduct.

• Implementing  Internal Controls



What is Financial fraud and how we 
can avoid this situation? ….

• Segregation of duties: separate persons should be 
assigned for record keeping, Accounting Payment, 
Storing of Assets etc.

• Keeping a log of employee’s activities.

• Management  Review through stock verification, 
vigilance checks, Internal Audits etc.

• Using Analytics to detect frauds/ potential frauds.

• Using insights for Actionable Intelligence

• Hire, Train & Promote Ethical Employees.



How to handle objections in Audit, 

Handling objections in Audit
• Respond directly to the findings  & its recommendations
• Provide specific actions that management Committee to 

take to correct the findings.
• Responses should be clear & concise.
• Exclude the information not pertaining to the findings/ 

observations or Action taken
• Identify specific positions responsible  for implementation
• Provide a specific & realistic time table for implementation.



What is the responsibility of Head of the Department/ 
institution/ can he be held responsible for financial 

irregularities done by others.

• Rule 2(A) of GFR defines the Competent Authority 
who exercise the powers under rules. 

• Rule 21 stipulates about Canons of Financial 
Proprietary.

• Rule 144 provides/stipulates the responsibility of 
officials in Public Procurement



How to utilize the unspent budget 
released at the end of financial  years?

• Generally all funds allocated to a respective 
expenditure head gets lapsed at the end of the FY 
unless otherwise specified for.

• After Implementation of PFMS in Autonomous 
bodies, balances in certain Grants-in-Aid are 
allowed to carry forward to next FY with a 
limitation of period to utilize them.

• Any Interest earned on such balances transferred 
out of PFMS to Banking system needs to be 
deposited back to funding agency.



Usually the financial reports & documents are jointly 
signed by Head of Institution, what precautions can be 

taken?

• Compliances are to be ensured. 

• Test checks/ due diligence are to be made.



A common item which is proprietary is available in 
GeM, but the L2 and L3 vendors are not available for 
the item’s specifications. We cannot do LPC as already 
available in GeM and LPC is usually for emergency 
purchase. We cannot do web challenge as items are 
common and non proprietary. Question is:- How can 
the item be purchased locally.

• Go for bidding  & Reverse auction process on GeM. 
Bids can be done even if cost of procurement is less 
than 10.00 Lakhs through PAC procurement Local 
purchase of items when they are available on GeM has 
been provisioned for in rule 149 amendment.



Thank You
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