




















Chapter I — Overview

1.5.3 Trend analysis of Key Fiscal Indicators

Trend analysis for the period 2016-21 of key fiscal indicators viz. deficit
parameters (fiscal deficit/surplus, revenue deficit/surplus and primary
deficit/surplus), ratio of surplus/deficit to GSDP and fiscal liabilities to GSDP
are depicted in the following Charts 1.4 to 1.6.

Chart 1.4: Trends in Surplus/Deficit Parameters
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Note: (i) Revenue Deficit and Fiscal Deficit during the year 2016-17 exclude the expenditure
on UDAY, as the debt taken over by the State Government would not be counted

against the fiscal deficit limit of the State

(ii) Revenue Surplus, primary surplus and Fiscal Surplus during the year 2019-20 were
mainly due to transfer of book balance of I 71,180 crore of Sinking Fund in
March 2020 to Non Tax Revenue without actual cash receipt.

Chart 1.5: Trends in Surplus/Deficit relative to GSDP
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Chart 1.6: Trends in Fiscal Liabilities'> and GSDP
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The outstanding fiscal liabilities of the State increased by Y 94,871 crore
(22.42 per cent) during the period 2016-19. During the year 2019-20, it
however decreased by 3.03 per cent (X 15,683 crore) from X 5,18,095 crore to
% 5,02,412 crore over the previous year. Further during the year 2020-21,
outstanding fiscal liabilities of the state increased by X 62,560 crore (12.45 per
cent) over the previous year. The average per capita debt'* increased
significantly by 26.57 per cent during the period 2016-21 from X 19,432
(2016-17) to X 24,596 (2020-21). However, as against the outstanding fiscal
liabilities of X 5,64,972 crore as on 31 March 2021, the effective outstanding
fiscal liabilities of the State would be X 5,58,965 crore after excluding back-to-
back loan of ¥ 6,007 crore received from Gol during the year 2020-21 in lieu
of GST compensation shortfall with no repayment liability for the State.

1.6 Deficits and Total Debt after examination in audit

Deficits and debt position are two important fiscal indicators in assessing the
financial health of the State. These indicators are also critically viewed by
other stakeholders, viz., Union Government, Financial Institutions, Banks, etc.,
while offering any further financial support by way of grant/loan, etc. In order
to present a better picture of State Finances, classification of revenue
expenditure as capital expenditure and conducting extra budget fiscal
operations which came to notice of Audit are detailed in the following
paragraphs.

Fiscal liabilities include borrowings on account of UDAY during the year 2016-17 and
back-to-back loan in lieu of GST compensation shortfall during the year 2020-21 so as to
match Finance Accounts figures for the respective years. However, total debt to GSDP per
cent in the Chart excludes UDAY borrowings during the year 2016-17 and back-to-back
loan in lieu of GST compensation shortfall during the year 2020-21.

Debt divided by the population of previous calendar year; the population in a particular
calendar year is as on the first day of October of that year.
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1.6.1 Post audit — Deficits/surplus

Certain issues, viz., misclassification of revenue expenditure as capital and
vice versa, amount not transferred to ‘Uttar Pradesh Road Transport Accident
Relief Fund’, interest not credited in interest-bearing reserves, etc., which are
discussed in the Report in succeeding Chapters have had an impact on revenue
deficit and fiscal deficit indicated in Finance Accounts 2020-21. In order to
arrive at actual deficit figures, the impact of the aforesaid issues needs to be
addressed and appropriately factored in to ascertain actual deficit.

The impact of the above issues has resulted in understatement of revenue
deficit and fiscal deficit by ¥ 1,650.70 crore and ¥ 1,565.32 crore respectively
during the year 2020-21 which has been worked out in Table 1.7 and result of
audit impact has been depicted in Table 1.8.

Table 1.7: Revenue and Fiscal Deficits post examination by Audit

R in crore)
Particulars Impact on Revenue Deficit = Impact on Fiscal Deficit
Over- Under- Over- Under-
statement statement statement statement
(2) 3) “4) (5)
Short transfer to State Disaster Response - 1,380.24 - 1,380.24
Fund and not crediting interest due to the
Fund
(Refer to Paragraph 2.8.2.3)
Interest not credited in State Compensatory - 59.75 - 59.75
Afforestation Fund
(Refer to Paragraph 2.8.2.5)
Misclassification of expenditure between 1.19 86.57 - -
Revenue to Capital and vice-versa.
(Refer to Paragraph 3.2.2.1 and 3.2.2.2)
Interest not credited on balances of - 24.90 - 24.90
Defined Contributory Pension scheme
(Refer to Paragraph 4.3)
Uttar Pradesh Road Transport Accident - 100.43 - 100.43
Relief Fund not established due to which
amount not transferred to the Fund
(Refer to Paragraph 4.4)
Total 1.19 1,651.89 - 1,565.32
Net Impact % 1,650.70 crore % 1,565.32 crore
(Understatement of (Understatement of fiscal
revenue deficit) deficit)
Source: Finance Accounts 2020-21 and audit analysis
Table 1.8: Result of audit impact
R in crore)

Actual/
Post audit
examination
5=3-4

Particular As per

Accounts

Understated by

Revenue Surplus (-)2,367.13 1,650.70 (-)4,017.83
(+)/ Deficit (-)

2 Fiscal Surplus (+)/ (-)54,622.11 1,565.32 (-)56,187.43
Deficit (-)

Source: Audit analysis
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1.6.2 Post audit — Total Public Debt

Apart from usual components of debts viz. market borrowings, borrowings
from Financial Institutions/Banks, etc., the broader definition of ‘total
outstanding public debt’ also includes the extra-budget borrowings. Extra-
budget borrowings or extra-budget financing generally refer to use of those
financial resources by the Government for meeting expenditure requirements
in a particular year or years, which are not reflected in the budget for that
year/those years for seeking grant/appropriation, and hence remaining outside
legislative control. These are financed through Government owned or
controlled public sector enterprises or departmental commercial undertakings,
which raise the resources through market borrowings on behalf of the
Government. However, the Government has to repay the debt and/or service
the debt from its budget. Therefore, extra-budget borrowings/financing
involve payment of interest and repayment of the borrowings from budget as
and when it is due.

The State Government, may bypass the stipulated Net Borrowing Ceiling by
routing loans outside the budget through various State Government
PSUs/Corporations/other Bodies despite being responsible for repayment of
such loans. Extra-budget borrowings have an impact on the Revenue Deficit
and Fiscal Deficit. Creating such liabilities, without disclosing them in the
budget, raises questions both of transparency and of inter-generational equity.
Such extra-budget borrowings are not taken in the disclosure statements in the
budget documents or in the accounts, nor do these have legislative approval.

Examination of Audit revealed that during the period 2017-19, the State
Government resorted to extra-budget borrowings of ¥ 8,716.40 crore. This
issue is discussed in detail in Paragraph 4.2 of the Report. Out of this extra-
budget borrowings, < 7,079.51 crore was repaid by respective
PSUs/Authorities during the period 2017-21 through financial assistance
received from State Government. The outstanding extra-budget debt of

% 1,636.89 crore has impact on the overall debt stock of the State as given in
Table 1.9.

Table 1.9: Overall debt, post examination by Audit

SI1. No Particulars Amount Percentage of
R in crore) GSDP
1. Overall Debt as per Accounts (as on 31.03.2021) 5,64,971.68* 32.77*
2. Understated debt due to extra-budget borrowings 1,636.89 0.10
(Refer to Paragraph 4.2)
Total 5,66,608.57 32.87

Source: Finance Accounts 2020-21 and information provided by respective PSUs/Authorities

* After excluding back-to-back loan of ¥ 6,007 crore received from Gol during the year 2020-21 in lieu
of GST compensation shortfall which has no repayment liability for the State, the effective outstanding
overall debt would be T 5,58,964.68 crore.

It is evident from Table 1.9 that due to extra-budget borrowings the ratio of
debt stock to GSDP has increased to 32.87 per cent from 32.77 per cent.
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