X ‘sl‘e“c;
7 -

I~

RN
A 7

89 ¢
S O

)

EF
ALY

v.,,,
—

State Finances Audit Report
of
the Comptroller and Auditor General of India

for the year ended 31 March 2021

Government of Haryana
Report No. 3 of the year 2022







State Finances Audit Report
of
the Comptroller and Auditor General of India

for the year ended 31 March 2021

Government of Haryana
Report No. 3 of the year 2022






TABLE OF CONTENTS

Paragraphs | Page(s)
Preface vii
Executive Summary ix-xiii

Chapter -1
OVERVIEW
Profile of the State 1.1 1
Gross State Domestic Product of the State 1.1.1 1-2
Basis and Approach to State Finances Audit
R 1.2 2-3
Report Structure 1.3 3
Overview of Government Account Structure
and Budgetary Processes 5 4-8
Snapshot of Finances 1.4.1 7
Snapshot of Assets and Liabilities of the
Government L &
Fiscal Balance: Achievement of Deficit and 1.5 3-12
Total Debt Targets
:l)lf(ti'iiilts and total debt after examination in 1.6 12-14
Impact on Revenue and Fiscal Deficit 1.6.1 12-13
Post Audit — Total Public Debt 1.6.2 13-14
Chapter -2
Finances of the State

Major changes in Key Fiscal Aggregates 2.1 15
Sources and Application of Funds Dd)s 15-16
Resources of the State 2.3 16-29
Receipts of the State 2.3.1 17-18
Revenue Receipts 2.3.2 19-27
Capital Receipts 233 27-28
State’s performance in mobilisation of resources 234 28-29
Application of Resources 24 29-43
Growth and composition of expenditure 24.1 29-31
Revenue Expenditure 242 31-36
Capital Expenditure 243 36-42
Expenditure Priorities 244 42
Object head-wise expenditure 2.4.5 42-43
Public Account 2.5 43-48
Net Public Account Balances 2.5.1 43-44
Reserve Funds 2.5.2 44-48
Debt Management 2.6 48-54
Debt profile: Components 2.6.1 49-53




State Finances Audit Report for the year ended 31 March 2021

Paragraphs | Page(s)

Debt profile: Maturity and Repayment 2.6.2 53-54
Debt Sustainability Analysis 2.7 54-60
Utilisation of borrowed funds 2.7.1 56-57
Status of Guarantees — Contingent Liabilities 2.7.2 57-58
Management of Cash Balances 273 59-60
Conclusions 2.8 60-62
Recommendations 29 62

Chapter -3

Budgetary Management

Budget Process 3.1 63-64
Appropriation Accounts 3.2 64-65
Comments on integrity of budgetary and
accounting process 3.3 65-71
Expenditure incurred without authority of law 3.3.1 65
Unnecessary or excessive supplementary grants 3.3.2 66
Excessive/unnecessary re-appropriation of funds 333 66-67
Eltr)lrcll—ssurrendenng and excess surrendering of 334 67
Savings 3.35 67-70
Excess expenditure and its regularisation 3.3.6 70-71
Comments on effectiveness of budgetary and
accounting process 34 71-80
fl?(;ligu;;rlojection and gap between expectation 341 7172
Major policy pronouncements in budget and
actljlal Expelzldri)ture : 342 7273
Rush of expenditure 3423 73
Review of selected grants 344 74-80
Conclusions 3.5 80-81
Recommendations 3.6 81

Chapter -4

Quality of Accounts and Financial Reporting Practices

Funds outside Consolidated Fund or Public

Account of the State 41 83-85
Building and Other Construction Workers’

4.1.1 83
Welfare Cess
Haryana Rural Development Fund 4.1.2 84
Haryana Infrastructure Development Board 4.1.3 84-85
Haryana Urban Infrastructure Development

4.1.4 85
Board
Non discharge of liability in respect of 42 36

interest towards interest bearing deposits

11




Table of Contents

Paragraphs | Page(s)
Off budget borrowings 4.3 86
Funds transferred directly to State
implementing agencies ’ S 87-88
Deposit of Local Funds 4.5 88
Delay in submission of Utilisation Certificates 4.6 88-90
Recording of Grantee Institution as ‘Others’ 4.6.1 90
Abstract Contingent bills 4.7 90-91
Personal Deposit Accounts 4.8 91-92
Indiscriminate use of Minor head 800 4.9 92-93
Outstanding balances under Suspense and
Remittances 4.10 93
Reconciliation of Departmental figures 4.11 94
Reconciliation of Cash Balances 4.12 94-95
Non-Accounting of Interest on Advances for
Deposit Works ¢ 4.12.1 AR
Compliance to Accounting Standards 4.13 95
Delays in submission of accounts of 4.14 95
autonomous bodies for certification
l:cocl(l) lfllﬂn;mlssmn/delay in submission of 4.15 9
Esg::‘tt:ll(?:;lly managed commercial 4.16 96.97
Timeliness and Quality of Accounts 4.17 97
Misappropriations, losses, thefts, etc. 4.18 97-99
Follow up action on State Finances Audit
Report P E 4.19 99
Conclusions 4.20 99-100
Recommendations 4.21 100-101

Chapter-5
State Public Sector Enterprises

Definition of Government Company 5.1 103
Mandate of Audit 5.2 103-104
tS}iS;Eti ?end their contribution to the GSDP of 53 104-105
Investment in SPSEs and Budgetary support 54 105-106
Equity holding and Loans in SPSEs 54.1 105
Budgetary Support 5.4.2 105-106
g/{)asrlézt Capitalisation of equity investment in 543 106
Disinvestment, Restructuring and Privatisation 544 106
Returns from SPSEs 5.5 106-108
Profit earned by SPSEs 5.5.1 106-107

11




State Finances Audit Report for the year ended 31 March 2021

Paragraphs | Page(s)
Dividend payout by SPSEs 5.5.2 107
Return on Capital Employed 553 107
Return on Equity by SPSEs 554 107-108
Debt Servicing 5.6 108-109
Interest Coverage Ratio 5.6.1 108-109
SPSEs incurring losses 5.7 109-110
Losses incurred 5.7.1 109-110
Erosion of Capital in SPSEs 5.7.2 110
E::Sl::n (:::1 tthe basis of Present Value of 58 110-113
Audit of State Public Sector Enterprises 5.9 113
Appointment of statutory auditors of State 5.10 113
Public Sector Enterprises by CAG
Submission of a}ccounts by State Public 5.11 113-114
Sector Enterprises
Need for timely submission 5.11.1 113
Timeliness in preparation of accounts by SPSEs 5.11.2 114
Timeliness in preparation of accounts b
Statutory Corprz)rzﬁions ’ Sl 114
CAG’s oversight - éudit of accounts and 5.12 115-116
supplementary audit
Financial reporting framework 5.12.1 115
Audit of accoqnts of Government Companies by 5120 115
Statutory Auditors
L
Result of CAG’s oversight role 513 116-117
Audit of agcounts of Government.Companies 513.1 116
under Section 143 of the Companies Act, 2013
Significant comments of the CAG issued as
supplement to the statutory auditors’ reports on 5.13.2 116-117
Government Companies
Significant comments of the CAG issued as
supplement to the statutory auditors’ reports on 5.13.3 117
Statutory Corporations
Management Letters 5.14 118
Conclusions 5.15 118
Recommendations 5.16 118-119

iv




Table of Contents

APPENDICES
Appendix Description Reference to
Paragraph Page

1.1 State Profile 1.1 121
1.2 Summarised financial position of the 1.4.2 122

State Government as on 31 March

2021
2.1 Abstract of receipts and disbursements 2.2 123-124

for the year 2020-21

2.2 Time Series Data on  State 2.3.2.1 125-126
Government finances

2.3 Arrears of revenue as on 31 March | 2.3.2.2 (iv) 127
2021 in some principal heads of
revenue receipts

2.4 Government Investment as per | 2.4.3.2 (ii) 128
Finance Accounts vis-a-vis records of
Public Sector Undertakings

2.5 Detail of Public Private Partnership | 2.4.3.2 (iii) | 129-130

Infrastructure projects under
implementation
3.1 Detail of cases where supplementary 3.3.2 131

provision (X 50 lakh or more in each
case) proved unnecessary

3.2 Detail of excess/unnecessary/ 333 132-141
insufficient re-appropriation of funds
more than ¥ one crore in each case

33 Detail of surrender of funds in excess of 3.34 142-143
T 10 crore at the end of March 2021
34 Statement of various 3.3.5() 144

grants/appropriations where savings
were more than I 100 crore in each
case

3.5 Detail of schemes in which savings 3.3.5(3) 145-148
were more than I 100 crore

3.6 Detail of the schemes for which 3.3.5 (i) 149-152
provision of X five crore and saving
was more than 50 per cent of total
provision during last three years

3.7 Detail of the schemes for which | 3.3.5 (iii) 153-154
provision of ¥ 10 crore above was
made in budget estimate but no
expenditure made

3.8 Detail showing rush of expenditure in 343 155
last quarter/month of the year




State Finances Audit Report for the year ended 31 March 2021

Appendix Description Reference to

Paragraph Page

3.9 Detail of schemes in which saving | 3.4.4.1 (ii) | 156-158
was made

3.10 | Head-wise details regarding | 3.4.4.1 (iii) | 159-160
persistent savings for the last three
years

3.11 | Detail of schemes in which saving | 3.4.4.2 (i1) | 161-162
was made during 2020-21

3.12 | Head-wise detail regarding persistent | 3.4.4.2 (iii) 163
savings for the last three years

4.1 Detail of Utilisation Certificates 4.6 164-165
(UCs) due, received and outstanding
as on 31 March 2021

4.2 Statement showing the detail of 4.14 166-167
rendering of account to CAG and
submission of Audit Reports to the
State Legislature by the autonomous
bodies

4.3 Statement showing names of bodies 4.15 168-171
and authorities, the accounts of which
had not been received

44 Statement showing the position of 4.16 172
finalisation of  accounts and
Government investment in

departmentally managed commercial
and quasi-commercial undertakings

5.1 List of State Public Sector Enterprises 5.3 173
in Haryana

vi




PREFACE

This Report has been prepared for submission to the Governor of the State of
Haryana under Article 151 of the Constitution.

Chapters I to III of this Report contain audit observations on matters arising
from examination of the Finance Accounts and Appropriation Accounts of the
State Government for the year ended 31 March 2021. Information has been
obtained from the Government of Haryana wherever necessary.

Chapter IV on ‘Quality of Accounts and Financial Reporting’ provides an
overview and status of the State Government’s compliance with various
financial rules, procedures and directives relating to Financial Reporting during
the current year.

Chapter V on ‘State Public Sector Enterprises’ discusses the financial
performance of State Public Sector Enterprises and the impact of comments
issued as a result of supplementary audit of the Financial Statements of these
State Public Sector Enterprises.

The Report containing the findings of performance audit (Standalone) and
compliance audit of various departments, Report containing the observations on
audit of Statutory Corporations, Boards and Government Companies and Report
on Revenue Sector are presented separately.

vii
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Executive Summary

Executive Summary

Background

This Report on the finances of the Government of Haryana is brought out to
assess the financial performance of the State during 2020-21 vis-a-vis the
Budget Estimates, the targets set under the Fiscal Responsibilities and Budget
Management (FRBM) Act, 2005 and to analyse the significant trends and
structural profile of Government’s receipts and disbursement.

Based on the audited accounts of the Government of Haryana for the year ended
31 March 2021 and additional data collated from several sources such as the
Economic Survey brought out by the Department of Economic and Statistical
Analysis, this report provides an analytical review of the Annual Accounts of
the State Government in five Chapters.

Chapter 1 describes the basis and approach to the Report and the underlying
data, provides an overview of structure of Government accounts, budgetary
processes, macro-fiscal analysis of key indices and State’s fiscal position
including the deficits/surplus.

Chapter 2 provides a broad perspective of the finances of the State, analyses the
critical changes in major fiscal aggregates relative to the previous year, overall
trends during the period from 2016-17 to 2020-21, debt profile of the State and
key Public Account transactions, based on the Finance Accounts of the State.

Chapter 3 is based on the Appropriation Accounts of the State and reviews the
appropriations and allocative priorities of the State Government and reports on
deviations from Constitutional provisions relating to budgetary management.

Chapter 4 comments on the quality of accounts rendered by various authorities
of the State Government and issues of non-compliance with prescribed financial
rules and regulations by various departmental officials of the State Government.

Chapter 5 discusses the financial performance of State Public Sector Enterprises
and the impact of comments issued as a result of supplementary audit of the
Financial Statements of these State Public Sector Enterprise.

Audit findings

Chapter 1: Overview

The State passed FRBM Act, 2005 to ensure prudence in fiscal management and
fiscal stability by progressive elimination of Revenue Deficit. The State
Government had amended its FRBM Act in September 2020 for the financial year
2020-21 as additional Fiscal Deficit of two per cent over and above three per cent
of GSDP (upto five per cent of GSDP) was permissible.

[Paragraph 1.5]

ix
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The revenue deficit increased from ¥ 16,990 crore during 2019-20 to I 22,385
crore in 2020-21, which was higher than the budget projections of I 15,374 crore.

[Paragraph 1.5]

Fiscal Deficit which was ¥ 30,518 crore in 2019-20 decreased marginally to
< 29,486 crore during 2020-21. Fiscal deficit was 3.86 per cent of GSDP against
the target of four per cent in MTFP and 2.73 per cent in budget projections.

[Paragraph 1.5]

Revenue and Fiscal Deficits were understated by I 1,166.89 crore on account
of short-contribution to pension scheme, non-contribution to Consolidated
Sinking Fund, non-adjustment of interest in Mines and Mineral Development,
Restoration and Rehabilitation Fund and State Compensatory Afforestation
Fund.

[Paragraph 1.6.1]

Fiscal liabilities were under stated by I 406 crore due to non-depiction of
outstanding loans, taken by Haryana Police Housing Corporation from Housing
and Urban Development Corporation, in State Accounts.

[Paragraph 1.6.2]

Chapter 2: Finances of the State

The annual growth rate of Revenue Receipts decreased from 10.39 per cent in
2016-17 to 2.99 per cent in 2019-20 and became negative at 0.44 per cent in
2020-21. State’s own revenue registered negative growth of 2.69 per cent from
previous year.

[Paragraph 2.3.2.1]

The revenue expenditure at I 89,946 crore increased by six per cent
over previous year and was 93 per cent of total expenditure. Committed
expenditure comprising Salaries and Wages, Pensions and Interest payments
constituted 55 per cent of total revenue expenditure. Expenditure on subsidies
was < 7,650 crore in 2020-21, which was 11.32 per cent of the revenue receipts
including subsidies of ¥ 5,565 crore (72.75 per cent) for the Rural
Electrification.

[Paragraph 2.4.2]

The capital expenditure was < 5,870 crore decreased from 17 per cent to six per
cent of total expenditure during 2020-21 from previous year mainly due to less
expenditure in economic services.

[Paragraph 2.4.3]

The Government as of 31 March 2021 had invested I 37,566.55 crore in Statutory
Corporations, Rural Banks, Joint Stock Companies and Co-operatives. The
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average return on these investments was 0.188 per cent in the last five years while
the Government paid an average interest rate of 7.94 per cent on its borrowings
during 2016-21. Further, Capital remained blocked in incomplete projects as the
intended benefits could not be derived.

[Paragraph 2.4.3.2]

Outstanding loans and advances as on 31 March 2021 increased by 6.68 per cent
due to more loans to co-operative sugar mills and Haryana State Agriculture and
Marketing Board and Power Companies during the year. Loans amounting to
< 3,418.72 crore were outstanding at the beginning of the year 2020-21 against
co-operative sugar mills. Further, loans totalling I 467.40 crore were given
to these sugar mills. The State Government received interest of I 92 crore
(1.20 per cent of outstanding loans and advances) during 2020-21.

[Paragraph 2.4.3.2(v)]

The State Government had not invested funds of ¥ 5,230.50 crore available under
State Disaster Response Fund, Restoration and rehabilitation of mines and
minerals and State Compensatory Afforestation Fund.

[Paragraphs 2.5.2.2, 2.5.2.4 and 2.5.2.5]

Overall, fiscal liabilities including public debt and public account liabilities were
31.21 per cent of the GSDP (excluding Gol back-to-back loans of ¥ 4,352 crore
in lieu of GST compensation shortfall which are not to be repaid by the State from
its sources). The debt grew by 11 per cent over previous year. The State
Government raised internal debt of I 49,340 crore and repaid I 29,167 crore.
Interest of I 15,444 crore was paid on internal debt during 2020-21. The ratio of
fiscal liabilities to GSDP showed increasing trend and increased from
26.07 per cent in 2016-17 to 31.21 per cent in 2020-21. These liabilities were
3.53 times the revenue receipts and 4.88 times the State’s own resources as at the
end of 2020-21. State Government received I 4,352 crore as back-to-back loans
from Gol in lieu of GST compensation shortfall.

[Paragraph 2.6.1]

Chapter 3: Budgetary Management

During 2020-21, expenditure of ¥ 1,42,409.10 crore was incurred against the total
grants and appropriations of ¥ 1,80,004.84 crore resulting in overall savings of
< 37,595.74 crore. Out of this, in 44 cases, savings were I 36,450.08 crore
registering saving more than ¥ 100 crore in each case. Excess expenditure of
< 21.93 crore under one grants required regularisation under Article 205 of the
Constitution of India in addition to excess expenditure of I 41.54 crore for the
period 2018-19 and X 153.39 crore for 2019-20.

[Paragraphs 3.3.5 (i), 3.3.6 and 3.4.1]
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There were persistent savings in 24 grants and one appropriation during
2016-21. In 22 cases, supplementary provision proved to be unwarranted as the
expenditure remained less than the original provision. In 31 major heads, under
22 grants, 37 per cent of the expenditure was incurred in the month of
March 2021 indicating rush of expenditure in the closing month of the year
which shows non-adherence to the financial propriety.

[Paragraphs 3.3.2, 3.3.5 (ii) and 3.4.3]

Chapter 4: Quality of Accounts and Financial Reporting Practices

Government departments transferred the cess collected under the Building and
Other Construction Workers’ Welfare Cess Act, 1996, Haryana Rural
Development Act, 1986, Haryana Infrastructure Development Board and
Haryana Urban Infrastructure Development Board, to the Haryana Building and
Other Construction Workers Welfare Board/Haryana Rural Development Fund
Administration Board/Haryana Infrastructure Development Board/Haryana
Urban Infrastructure Development Board without routing these through the
Consolidated Fund of the State. In the case of Building and Other Construction
Workers Welfare Fund, the Act provides for audit by the Comptroller and
Auditor General of India (CAG) and the Fund is being audited. However, other
funds do not provide for audit by CAG.

[Paragraph 4.1]

2,442 Utilisation Certificates in respect of grants of ¥ 14,550.78 crore provided
by various departments were outstanding as on 31 August 2021. 199 annual
accounts of 97 autonomous bodies/authorities to which financial assistance was
provided by State Government were in arrear as on 31 July 2021.

[Paragraphs 4.6 and 4.15]

During 2020-21, expenditure of I 7,964.58 crore (8.31 per cent of total
expenditure) was classified under omnibus Minor Head — 800 instead of
depicting distinctly in the Finance Accounts which affects the transparency in
financial reporting.

[Paragraph 4.9]

The State has not complied with the Indian Government Accounting Standards
(IGAS)-3: Loans and Advances made by Government as detailed information of
overdue principal and interest was not furnished and confirmation of balances of
individual loanee was not furnished.

[Paragraph 4.13]

State Government reported 63 cases of misappropriation, defalcation, etc.
involving Government money amounting to < 1.32 crore on which final action was
pending as of June 2021. Out of these, 30 cases were more than five years old.

[Paragraph 4.18]
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Chapter 5: State Public Sector Enterprises

The thrust of State Public Sector Enterprises (SPSEs) investment was mainly on
power sector. This sector had received 87.13 per cent R 47,051.41 crore) of total
investment of T 53,999.42 crore.

[Paragraph 5.4.1]

The number of SPSEs that reported profits in their latest financial statements
available during 2020-21 were 19 as against 21 in 2019-20. The reported profit
earned increased from ¥ 975.78 crore in 2019-20 to T 1,698.89 crore in 2020-21.
The Return on Equity (RoE) of the 19 profit earning SPSEs also increased to
36.97 per cent in 2020-21 as compared to 9.18 per cent of the 21 profit earning
SPSEs in 2019-20. The RoE for all the 30 working SPSEs was 10.20 per cent in
2020-21 as per their latest financial statements.

[Paragraph 5.5.1]

Out of total loss of I 425.71 crore reported to be incurred during 2020-21 by
11 SPSE:s as per their latest financial results, loss of ¥ 357.50 crore is attributed
(83.98 per cent) to two SPSEs which functioned in Energy and Power
Department. The two SPSEs are Haryana Power Generation Corporation Limited
(X 195.83 crore) and Haryana Vidyut Prasaran Nigam Limited (X 161.67 crore)
reporting losses as per their latest finalised results of the financial year 2020-21.

[Paragraph 5.7.1]

As on 31 March 2021, there were 11 SPSEs with accumulated losses of
< 28,668.85 crore. Out of which two SPSEs (Uttar Haryana Bijli Vitran Nigam
Limited and Dakshin Haryana Bijli Vitran Nigam Limited) had accumulated
losses of ¥ 28,341.22 crore.

[Paragraph 5.7.2]

Only nine Government Companies submitted their accounts of the year 2020-21
for audit by CAG by 30 November 2021. Accounts of 24 Government Companies
were in arrears for a period of one to four years.

[Paragraph 5.11.2]
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Chapter 1: Overview

1.1 Profile of the State

Haryana is located near the National Capital. Out of 22 districts of Haryana,
14 are part of the National Capital Region. It is the 21% largest State in terms of
geographical area (44,212 sq km) and 18™ by population (as per 2011 census).
The State’s population increased from 2.11 crore in 2001 to 2.54 crore in 2011
recording a growth of 20.38 per cent. The percentage of population below the
poverty line was 11.16 which is lower than the all-India average of 21.92. The
State’s Gross State Domestic Product (GSDP) in 2020-21 at current prices was
3 7,64,872 crore. The State’s literacy rate increased from 67.91 per cent (as per
2001 census) to 75.60 per cent (as per 2011 census) (Appendix 1.1). The per
capita income of the State for 2020-21% 2,39,535".

1.1.1 Gross State Domestic Product of the State

The Gross State Domestic Product (GSDP) is the value of all the goods and
services produced within the boundaries of the State in a given period of time.
Growth of GSDP is an important indicator of the State’s economy, as it denotes
the extent of changes in the level of economic development of the State over a
period of time as shown in Table 1.1.

Table 1.1: Trends in GSDP compared to the National Gross Domestic Product (GDP)

(X in crore)

Year 2016-17 2017-18 2018-19 2019-20 2020-21
(P.E.) (Q.E.) (A.E.)

National GDP at current prices 1,53,91,669 | 1,70,90,042 | 1,88,86,957 2,03,51,013 | 1,97,45,670
Growth rate of GDP over 11.76 11.03 10.51 7.75 (-)2.97
previous year (in per cent)

State’s GSDP at current prices 5,61,424 6,44,963 7,04,957 7,80,612 7,64,872
Growth rate of GSDP over 13.30 14.88 9.30 10.73 (-)2.02
previous year (in per cent)

Source: Economic Survey (2020-21) of Government of India and Department of Economics and
Statistics, Haryana.

P.E.-Provisional Estimates, Q.E.-Quick Estimates, A.E.-Advance Estimates

Changes in sectoral contribution to the GSDP is also important to understand
the changing structure of economy. The economic activity is generally divided
into Primary, Secondary and Tertiary sectors, which corresponds to the
Agriculture, Industry and Service sectors. Changes in sectoral contribution to
GSDP and sectoral growth in GSDP during 2016-17 to 2020-21 has been
picturised in Charts 1.1 and 1.2.

Source: Economic Survey of Haryana, 2020-21

1
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Chart 1.1: Change in sectoral contribution to GSDP
(2016 -17 to 2020-21)
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Chart 1.2: Sectoral growth in GSDP
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1.2 Basis and Approach to State Finances Audit Report

In terms of Article 151 (2) of the Constitution of India, the reports of the
Comptroller and Auditor General of India (CAG) relating to the accounts of a
State are to be submitted to the Governor of the State, who shall cause them to be
laid before the Legislature of the State. The State Finances Audit Report (SFAR)
is prepared and submitted under Article 151 (2) of the Constitution of India.

Accountant General (Accounts and Entitlement) prepares the Finance Accounts
and Appropriation Accounts of the State annually, from the vouchers, challans,
initial and subsidiary accounts rendered by the treasuries, offices and
departments responsible for keeping such accounts functioning under the
control of the State Government and the statements received from the Reserve
Bank of India. These accounts are audited independently by the Principal
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Accountant General (Audit) and certified by the Comptroller and Auditor
General of India.

Finance Accounts and Appropriation Accounts of the State constitute the core
data for this report. Other sources include the following:

e Budget of the State: for assessing the fiscal parameters and allocative
priorities vis-a-vis projections as well as for evaluating the effectiveness
of its implementation and compliance with the relevant rules and
prescribed procedures;

e Results of audit carried out by the Office of the Principal Accountant
General (Audit);

e Other data with Departmental Authorities and Treasuries;
e GSDP data and other State related statistics; and

® Various audit reports of the CAG of India.

The analysis is also carried out in the context of recommendations of the XV
Finance Commission (15" FC), State Fiscal Responsibility and Budget
Management Act, best practices and guidelines of the Government of India
(Gol). A meeting was held with State Finance Department wherein the audit
approach was explained and the draft Report is forwarded (1 December 2021)
to the State Government for comments.

1.3  Report Structure

The SFAR is structured into the following five Chapters:

Chapter - 1 Overview

This Chapter describes the basis and approach to the Report and the underlying
data, provides an overview of structure of Government accounts, budgetary
processes, macro-fiscal analysis of key indices and State’s fiscal position including
the deficits/surplus.

Chapter - 11 Finances of the State

This chapter provides a broad perspective of the finances of the State, analyses the
critical changes in major fiscal aggregates relative to the previous year, overall
trends during the period from 2016-17 to 2020-21, debt profile of the State and key
Public Account transactions, based on the Finance Accounts of the State.

Chapter - 111 Budgetary Management

This chapter is based on the Appropriation Accounts of the State and reviews the
appropriations and allocative priorities of the State Government and reports on
deviations from Constitutional provisions relating to budgetary management.

Chapter - IV Quality of Accounts and Financial Reporting Practices

This chapter comments on the quality of accounts rendered by various authorities
of the State Government and issues of non-compliance with prescribed financial
rules and regulations by various departmental officials of the State Government.

Chapter - V State Public Sector Enterprises

This chapter discusses financial performance of Government Companies, Statutory
Corporations and Government Controlled Other Companies as revealed from their
latest accounts.
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1.4  Overview of Government Account Structure and Budgetary
Processes

The Accounts of the State Government are kept in three parts:

Part I: Consolidated Fund of the State (Article 266(1) of the
Constitution of India)

This Fund comprises all revenues received by the State Government, all loans
raised by the State Government (market loans, bonds, loans from the Central
Government, loans from Financial Institutions, Special Securities issued to
National Small Savings Fund, etc.), Ways and Means advances extended by the
Reserve Bank of India and all moneys received by the State Government in
repayment of loans. No moneys can be appropriated from this Fund except in
accordance with law and for the purposes and in the manner provided by the
Constitution of India. Certain categories of expenditure (e.g., salaries of
Constitutional authorities, loan repayments, etc.), constitute a charge on the
Consolidated Fund of the State (Charged expenditure) and are not subject to
vote by the Legislature. All other expenditure (Voted expenditure) is voted by
the Legislature.

PartII: Contingency Fund of the State (Article 267(2) of the
Constitution of India)

This Fund is in the nature of an imprest, which is established by the State
Legislature by law, and is placed at the disposal of the Governor to enable
advances to be made for meeting unforeseen expenditure pending authorisation
of such expenditure by the State Legislature. The fund is recouped by debiting
the expenditure to the concerned functional major head relating to the
Consolidated Fund of the State.

Part III: Public Accounts of the State (Article 266(2) of the Constitution
of India)

Apart from above, all other public moneys received by or on behalf of the
Government, where the Government acts as a banker or trustee, are credited to
the Public Account. The Public Account includes repayables like Small Savings
and Provident Funds, Deposits (bearing interest and not bearing interest),
Advances, Reserve Funds (bearing interest and not bearing interest),
Remittances and Suspense heads (both of which are transitory heads, pending
final booking). The net cash balance available with the Government is also
included under the Public Account. The Public Account is not subject to the
vote of the Legislature.
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Budget Document

There is a constitutional requirement in India (Article 202) to present before the
House of the State, a statement of estimated receipts and expenditures of the
Government in respect of every financial year. This ‘Annual Financial
Statement’ constitutes the main budget document. Further, the budget must
distinguish expenditure on the revenue account from other expenditures.

Revenue receipts consist of tax revenue, non-tax revenue, share of Union
Taxes/Duties and grants from Government of India.

Revenue expenditure consists of all those expenditures of the Government
which do not result in creation of physical or financial assets. It relates to those
expenses incurred for the normal functioning of the Government departments
and various services, interest payments on debt incurred by the Government,
and grants given to various institutions (even though some of the grants may be

meant for creation of assets).
The capital receipts consist of:

¢ Debt receipts: Market Loans, Bonds, Loans from financial institutions,
Net transaction under Ways and Means Advances, Loans and Advances

from Central Government, etc.;

¢ Non-debt receipts: Proceeds from disinvestment, Recoveries of loans
and advances.

Capital Expenditure includes expenditure on the acquisition of land, building,
machinery, equipment, investment in shares and loans and advances by the
Government to PSUs and other parties.

At present, we have an accounting classification system in Government that is
both functional and economic.

Attribute of transaction | Classification
Standardised in Function- Education, Major Head under Grants (4-digit)
List of Major and Health, etc. /Department
Minor Heads by Sub-Function Sub Major Head (2-digit)
cho thg(l)lslrlt(s}eneral Programme Minor Head (3-digit)
Flexibility left for Scheme Sub-Head (2-digit)
States Sub-scheme Detailed Head (2-digit)
Economic nature/Activity | Object Head-salary, minor works, etc.
(2-digit)
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Structure of Government Accounts

Chart 1.3: Structure of Government Accounts

Government Accounts
Contingency Fund Consolidated Fund Public Account
to meet unforeseen to finance public Government acts as
expenditure expenditure a trustee
Receipts Expenditure

AN

Revenue [ Capital A f Capital \ ( Revenue
Receipts Receipts Expenditure Expenditure
Taxes. Debt Creation of Assets Salaries,
Non-tax revenue, Receipts, like Projects, Pensions,
Grants-in-Aid, Loans and Bridges, Buildings, Operational
Share of Union Advances, Roads, etc. Expenditure,
Taxes etc. Maintenance etc.
\ J L J U )
Public Account Receipts '
Receipt of Small Savings, Provident Funds, Public Account Payments
Reserve Funds, Deposits, Loans etc. Payments towards Small Savings, Provident

Funds, Deposits, Loans etc.

Source: Based on Budget Manual

Budgetary Processes

In terms of Article 202 of the Constitution of India, the Governor of State cause
to be laid before the State Legislature, a statement of the estimated receipts and
expenditure of the State for the year 2020-21, in the form of an Annual
Financial Statement. In terms of Article 203, the statement is submitted to the
State Legislature in the form of Demands for Grants/Appropriations and after
approval of these, the Appropriation Bill is passed by the Legislature under
Article 204 to provide for appropriation of the required money out of the
Consolidated Fund.

The Punjab Budget Manual as applicable in Haryana details the budget
formulation process and guides the State Government in preparing its budgetary
estimates and monitoring its expenditure activities. Results of audit scrutiny of
budget and implementation of other budgetary initiatives of the State
Government are detailed in Chapter 3 of this Report.
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14.1

Snapshot of Finances

Table 1.2 provides the detail of actual financial results vis-a-vis Budget
Estimates (B.E) for the year 2020-21 vis-a-vis actual of 2019-20.

Table 1.2: Detail of actual financial results vis-a-vis Budget Estimates

(X in crore)

Sr. | Components 2019-20 2020-21 2020-21 Percentage | Percentage
No. (Actuals) (B.E.) (Actuals) of Actuals of Actuals
to B.E. to GSDP
1 Tax Revenue 42,824.95 52,095.65 41,913.80 80.46 5.48
2 Non-Tax Revenue 7,399.74 15,428.22 6,961.49 45.12 0.91
3 Share of Union 7,111.53 8,484.82 6,437.59 75.87 0.84
taxes/duties
4 Grants-in-aid and 10,521.91 13,955.45 12,248.13 87.77 1.60
Contributions
5 Revenue Receipts 67,858.13 89,964.14 67,561.01 75.10 8.83
(142+43+4)
6 Recovery of Loans and 5,392.63 356.23 431.95 121.26 0.06
Advances
7 Other Receipts 54.01 3,750.00 62.96 1.68 0.01
8 Borrowings and other 30,518.62 25,681.60 29,486.08 114.81 3.86
Liabilities (a)
9 Capital Receipts (6+7+8) 35,965.26 29,787.83 | 29,980.99" 100.65 3.92
10 | Total Receipts (5+9) 1,03,823.39 1,19,751.97 97,542.00 81.45 12.75
11 | Revenue Expenditure (b) 84,848.21 1,05,338.09 89,946.60 85.39 11.76
12 | Interest payments 15,588.01 18,137.58 17,114.67 94.36 2.24
13 | Capital Expenditure (c) 18,975.18 14,413.88 6,795.40 47.14 0.89
14 | Capital outlay 17,665.93 13,201.37 5,869.70 44.46 0.77
15 Loans and advances 1,309.25 1,212.51 925.70 76.35 0.12
16 | Appropriation to - - 800.00 - 0.10
Contingency Fund
17 | Total Expenditure 1,03,823.39 1,19,751.97 97,542.00 81.45 12.75
(11+13+16)
18 | Revenue Deficit (-)/ (-) 16,990.08 | (-) 15,373.95 | (-) 22,385.59 145.61 (-) 2.93
Surplus (+) (5-11)
19 | Fiscal Deficit (-)/ Surplus | (-) 30,518.62 | (-) 25,681.60 | (-) 29,486.08 114.81 (-) 3.86
(+){(5+6+7)-17}
20 | Primary Deficit (-)/ (-) 14,930.61 (=) 7,544.02 | (-) 12,371.41 163.99 (-) 1.62
Surplus (+) (19-12)

Source: Finance Accounts of the respective years and Budget at a Glance

(a) Borrowings and other Liabilities: Net (Receipts-Disbursements) of Public Debt + Net of
Contingency Fund + Net (Receipts - Disbursements) of Public Account + Net of Opening and
Closing Cash Balance.

(b) Expenditure on Revenue Account includes interest payments.

(c) Expenditure on Capital Account includes Capital Expenditure and Loans and Advances
disbursed.

* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST
compensation shortfall.

Goods and Service Tax (GST) Compensation is the revenue of the State
Government under GST (Compensation to States) Act, 2017. However, in
addition to receiving the GST Compensation of ¥ 5,065.81 crore as revenue
receipts, due to inadequate balance in GST compensation fund during the year
2020-21, Haryana State also received back-to-back loan of ¥ 4,352 crore under
debt receipts of the State Government, with no repayment liability for the State.
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14.2 Snapshot of Assets and Liabilities of the Government

Government accounts capture the financial liabilities of the Government and the
assets created out of the expenditure incurred. Appendix 1.2 gives an abstract
of such liabilities and assets as on 31 March 2021, compared with the
corresponding position of previous year. The liabilities consist mainly of
internal borrowings, loans and advances from Gol, receipts from public account
and reserve funds, and the assets comprise mainly the capital outlay and loans
and advances given by the State Government and cash balances as shown in
Table 1.3.

Table 1.3: Summarised position of Assets and Liabilities
(X in crore)

Liabilities Assets
Ason 31 Ason 31 | Percent As on 31 Ason31 | Percent
March March | increase March March | increase
2020 2021 2020 2021
Consolidated Fund
A | Internal 1,83,785.60 | 2,03,958.21 10.98 | a | Gross Capital | 1,12,228.40 | 1,18,035.14 5.17
Debt Outlay
B | Loans and 1,705.45 5.851.97 243.13 | b | Loansand 7,390.30 7,884.05 6.68
Advances Advances
from Gol
Contingency 200.00 1,000.00 400.00
Fund
Public Account
A | Small 16,962.46 17,996.91 6.10 | a | Advances 0.74 0.74 0.00
Savings,
Provident
Funds, etc.
B | Deposits 7,921.80 9,471.56 19.56 | b | Remittance - - -
C | Reserve 8,494.35 7,823.91 (-)7.89 | ¢ | Suspense and 70.49 2424 | (-)65.61
Funds Miscellaneous
D | Remittances 273.74 312.85 14.29 | Cash balance 3,999.47 3,147.94 | (-)21.29
(including
investment in
Earmarked
Fund)
Total 1,23,689.40 | 1,29,092.11 4.37
Deficit in 95,654.00 | 1,17,323.30 22.65
Revenue Account
Total 2,19,343.40 | 2,46,415.41 12.34 | Total 2,19,343.40 | 2,46,415.41 12.34
Source: Finance Accounts of the respective years
* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST

compensation shortfall.

1.5  Fiscal Balance: Achievement of Deficit and Total Debt Targets

When a Government spends more than it collects by way of revenue, it incurs a
deficit. There are various measures that capture Government deficit.

Deficits must be financed by borrowing giving rise to Government debt. The
concepts of deficits and debt are closely related. Deficits can be thought of as a
flow which add to the stock of debt. If the Government continues to borrow year
after year, it leads to the accumulation of debt and the Government has to pay
more and more by way of interest. These interest payments themselves
contribute to the debt.
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By borrowing, the Government transfers the burden of reduced consumption on
future generations. This is because it borrows by issuing bonds to the people living
at present but may decide to pay off the bonds some twenty years later by raising
taxes or reducing expenditure. Also, Government borrowing from the people
reduces the savings available to the private sector. To the extent that this reduces
capital formation and growth, debt acts as a ‘burden’ on future generations.

However, if Government deficits succeed in their goal of raising production,
there will be more income and, therefore, more saving. In this case, both
Government and industry can borrow more. Also, if the Government invests in
infrastructure, future generations may be better off, provided the return on such
investments is greater than the rate of interest. The actual debt could be paid off
by the growth in output. The debt should not then be considered burdensome.
The growth in debt will have to be judged by the growth of the economy (State
GDP) as a whole.

Government deficit can be reduced by an increase in taxes or reduction in
expenditure. However, the major thrust has been towards reduction in Government
expenditure. This could be achieved through making Government activities more
efficient with better planning of programmes and better administration.

In Haryana, fiscal reforms and consolidation were brought to the forefront with
the State Government enacting the Fiscal Responsibility and Budget
Management (FRBM) Act on 06 July 2005 as per recommendations of the 12
Finance Commission with the objective of eliminating revenue deficit and
reducing fiscal deficit within the prescribed limit. The 14" FC has categorised
Haryana as Revenue Surplus State and recommend the targets of Fiscal Deficit
and Net Borrowings accordingly. No projections for the period 2015-16 to
2020-21 were made under FRBM Act. However, being a Revenue Deficit State,
further necessary amendments in Haryana FRBM Act had not been made so far
as the State Government had sought guidance in this regard from the
Government of India (Gol).

The Ministry of Finance, Gol has allowed the additional two per cent borrowing
over and above three per cent of GSDP (upto five per cent of GSDP) during
2020-21 subject to the condition of amendment in the State FRBM Act and
implementation of specific State Level Reforms. Accordingly, the State
Government had amended its FRBM Act in September 2020 for the financial
year 2020-21 as additional fiscal deficit of two per cent over and above three
per cent of GSDP (upto five per cent of GSDP) shall be permissible. Additional
one per cent in the Financial Year 2020-21 allowed subject to the condition of
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amendment in the State FRBM Act and implementation of following specific
State Level Reforms:

(1) Implementation of One Nation One Ration Card System;
(i1) Ease of doing business reforms;

(i11))  Urban Local Body/Utility reforms; and

(iv)  Power Sector reforms.

The weightage of each reform was 0.25 per cent of GSDP totalling to
one per cent. Accordingly, statutory flexible limit for the fiscal deficit for the
year 2020-21 works out to I 38,244 crore (five per cent of GSDP). However,
the limit has been taken as I 30,595 crore (four per cent of GSDP) because
information on implementation of reforms to be eligible for one per cent flexible
limit X 7,649 crore) was not provided by the State Government, against which
fiscal deficit of ¥ 29,486 crore was within the normative assessment under
amended FRBM Act for the year 2020-21.

The 14" FC has projected an average annual growth rate of 15.73 per cent for
GSDP at current prices for the State for the period 2015-16 to 2019-20 and 15%
Finance Commission has projected an annual growth rate of 11.50 per cent for
the period 2020-21. Major fiscal variables provided in the budget, based on the
recommendations of the 15" FC and as projected by the State in Medium Term
Fiscal Policy Statement (MTFPS) are shown in the Table 1.4 and Table 1.5.

Table 1.4: Variations in major fiscal variables from projections (percentage of GSDP)

Fiscal variables 2020-21
Targets as | Targets | Projections | Actuals | Variation of actuals from projections
prescribed | proposed | made in Targets | Targets | Projections
by 15°FC | in the Five Year prescribed | of Budget | of Five year
Budget | Fiscal by 15% FC fiscal plan/
plan/MTFP MTFP
Revenue Deficit (-)/ (+)0.78 (-) 1.64 (-) 1.51 (-)2.93 (-)3.71 (-)1.29 (-) 1.42
Surplus (+)
Fiscal Deficit/GSDP (-)2.70 (-)2.73 (-)4.00 (-)3.86 (-) 1.16 (-)1.13 (-)0.14
Ratio of total outstanding 31.90 21.14 21.14 31.21 (-)0.69 (+) 10.07 (+) 10.07
debt to GSDP*
* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation

shortfall which were not to be treated as debt of the State for any norms, as per
the guidelines (August 2020).

The ratio of total outstanding debt to GSDP ratio as per the Finance Accounts
is 31.78 per cent. However, the debt to GSDP ratio (31.21 per cent) has been
arrived at after excluding GST compensation of ¥ 4,352 crore received as back-
to-back loan under debt receipts from the total outstanding liabilities as the
Department of Expenditure, Gol has decided that it will not be treated as debt
of the State Government for any norms which may be prescribed by the Finance

Commission.

10
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Table 1.5: Actuals vis-a-vis projection in MTFP for 2020-21
(R in crore)

Sr. Fiscal Variables Projection as per Actuals Variation
No. MTFP (2020-21) (in per cent)
1 Own Tax Revenue 52,095.65 41,913.80 (-) 19.54
2 Non-Tax Revenue 15,428.22 6,961.49 (-) 54.88
3 Share of Central Taxes 8,484.82 6,437.59 (-)24.13
4 Grants -in-aid from Gol 13,955.45 12,248.13 (-)12.23
5 Revenue Receipts (1+2+3+4) 89,964.14 67,561.01 (-) 24.90
6 Revenue Expenditure 1,05,338.09 89,946.60 (-) 14.61
7 Revenue Deficit (-)/ Surplus (+) (5-6) (-) 15,373.95 22,385.59 (-) 45.61
8 Fiscal Deficit (-)/ Surplus (+) (-) 25,681.60 29,486.08 (-) 14.81
9 Debt-GSDP ratio (per cent) 21.14 31.21* (+) 10.07
10 GSDP growth rate at current prices (per cent) (-) 2.02 (-) 2.02 -
* Excluding Gol back-to-back loans of I 4,352 crore in lieu of GST compensation

shortfall which were not to be treated as debt of the State for any norms, as per
the guidelines (August 2020).

Chart 1.4 and Chart 1.5 presents the trends in deficit indicators over the period
2016-21.

Chart 1.4: Trends in Deficit (% in crore)
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Revenue Deficit, which indicates the excess of revenue expenditure over
revenue receipts, was to be brought down to zero by 2011-12 and to be
maintained at zero upto 2014-15, as per the FRBM Act 2005. The revenue
deficit which was ¥ 16,990 crore during 2019-20 increased to ¥ 22,385 crore
and was higher than the budget projections of I 15,374 crore.

The revenue deficit at ¥ 22,385 crore indicates that revenue receipts of the
State Government were not sufficient for meeting the revenue expenditure
and borrowed funds were used for meeting current consumption instead of
capital creation.

Fiscal Deficit which was ¥ 30,518 crore in 2019-20 decreased marginally
to X 29,486 crore during 2020-21. Fiscal deficit was 3.86 per cent of GSDP
against the target of four per cent in MTFP and 2.73 per cent in budget

projections.

Primary Deficit decreased from ¥ 14,930 crore in 2019-20 to < 12,371 crore
in 2020-21. Existence of primary deficit indicates that the State would need

to borrow money even for making interest payments on its borrowed funds.

Primary Revenue Balance denotes the gap between Revenue Receipts of
the State and its Revenue Expenditure excluding interest payments. It
indicates the extent to which Revenue receipts of the State were able to meet
the interest charges. In 2020-21, the State registered a Primary Revenue
Deficit of ¥ 5,270 crore.

1.6

Deficits and total debt after examination in audit

1.6.

1 Impact on Revenue and Fiscal Deficit

In order to arrive at actual deficit figures, the impact of not depositing

cess/royalty to Consolidated Fund, short contribution to New Pension Scheme,

sinking and redemption funds, etc. need to be reviewed.

Audit observed that the Revenue and Fiscal Deficit was understated by

3 1

con

,166.89 crore on account of short-contribution to pension scheme, non-
tribution to Consolidated Sinking Fund and non-adjustment of interest in

Mines and Mineral Development, Restoration and Rehabilitation Fund and

State Compensatory Afforestation Fund as shown in Table 1.6.

12
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Table 1.6: Impact on Revenue and Fiscal Deficit

Particulars Impact on Impact on Ratio before taking Ratio after taking
Revenue Deficit Fiscal Deficit the net impact the net impact
(Understated) (Understated) (in per cent) (in per cent)
(R in crore) (R in crore) RD/GSDP | FD/GSDP | RD/GSDP | FD/GSDP
Short contribution by State 11.70 11.70
Government towards Defined
Contribution Pension Scheme
Non-contribution to Consolidated 1,077.81 1,077.81
Sinking Fund
Short contribution and non- 33.77 33.77 2.03 3.86 308 401

adjustment of interest on balances in
Mines and Mineral Development,
Restoration and Rehabilitation Fund

Non-adjustment of interest on 43.61 43.61
balances in State Compensatory
Afforestation Fund

Total

1,166.89 1,166.89

Source: Finance Accounts

Above impacted the Revenue and Fiscal Deficit of the State Government. The
Revenue Deficit to GSDP ratio has been understated by 0.15 percentage points
while the Fiscal Deficit by 0.15 percentage point.

1.6.2 Post Audit — Total Public Debt

As per the Haryana Fiscal Responsibility and Budget Management Act, 2005
Total 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 the special purpose vehicles and other
equivalent instruments including guarantee where the Principal and/or interest
are to be serviced out of the State Budget. The outstanding debt/liabilities can
be split into various components as given in Table 1.7.

Table 1.7: Components of outstanding debt/liabilities
(X in crore)

Liabilities upon the Consolidated Fund (Public Debt) Amount
Internal Debt (A) 2,03,958.21
Market Loans bearing interest 1,61,214.18
Market Loans not bearing interest 2.26
Compensation and other Bonds 25,950.00
Loans from other Institutions, etc. 7,857.40
Special Securities issued to the National Small Saving Fund of the Central 8,360.73
Government

Others 573.64
Loans and Advances from Central Government (B) 5,851.97"
Non-plan Loans 37.04
Loans for State Plan Schemes 970.02
Others 4,844.91
Liabilities upon Public Accounts (C) 33,538.31
Small Savings, Provident Funds, etc. 17,996.91
Deposits 9,471.56
Reserve Funds 5,781.23
Suspense and Miscellaneous Balances (-)24.24
Remittance Balances 312.85
Total (A+B+C) 2,43,348.49

Source: Finance Accounts
* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST

compensation shortfall.

13
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The overall outstanding debt/liabilities of the State were understated by
I 288.61 crore by not accounting for the Suspense, Miscellaneous and
Remittance balances and percentage to GSDP was understated by 0.04 per cent.
The ratio of Outstanding Debt to GSDP at 31.21% per cent did not include
Suspense and remittances balances. Total liabilities to GSDP ratio was higher
at 31.25 per cent against the normative assessment of 21.14 per cent under
MTEFPS and Budget.

Besides this Haryana Police Housing Corporation Limited (HPHCL) raised two
loans amounting to ¥ 550 crore (October 2015) and ¥ 300 crore (January 2011)
from Housing and Urban Development Corporation Limited (HUDCO) against
the State Government guarantee for these loans. As per the condition of the
sanctions issued by Home Department, Government of Haryana the repayment
of the principal as well as interest will be made as per loan agreement and the
State Government will make annual allocation of funds in the budget to the tune
earmarked in loan agreement alongwith interest for making repayment to
HUDCO. Further, the Finance Department stands committed to provide
required funds to HPHCL for repayment of both principal and interest.
Sanctions issued by Home Department, releasing amount towards repayment of
Principal and interest of loan is shown as grant-in-aid in the budget and accounts
in contravention of Haryana FRBM Act, 2005 and resulted in understatement
of Government liabilities in State Accounts due to these outstanding loan of
% 405.75 crore in books of accounts of HPHCL towards HUDCO as on
31 March 2021.

During the year 2020-21 HPHCL repaid amount of ¥ 63.75 crore (% 22.50 crore
plus X 41.25 crore) towards these loans to HUDCO against the outstanding loans
amounting to I 419.50 crore at the beginning of year i.e. 01 April 2020. Loans
of T 50 crore has been raised during the year leaving outstanding loans balance
of T 405.75 crore at the end of the year i.e. 31 March 2021.

2 Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation shortfall

which were not to be treated as debt of the State for any norms, as per the guidelines
(August 2020).
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Chapter 2: Finances of the State

2.1  Major Changes in Key Fiscal Aggregates
Changes in key fiscal aggregates in 2020-21 compared to 2019-20

Revenue v Revenue receipts of the State decreased by 0.44 per cent

Receipts v' Own Tax receipts of the State decreased by 2.13 per cent
v" Own Non-tax receipts decreased by 5.93 per cent
v’ State’s Share of Union Taxes and Duties decreased by 9.46 per cent
v Grants-in-Aid from Government of India increased by 16.40 per cent

Revenue v Revenue expenditure increased by 6.01 per cent

Expenditure v Revenue expenditure on General Services increased by 8.94 per cent
v Revenue expenditure on Social Services increased by 7.23 per cent
v Revenue expenditure on Economic Services decreased by 0.99 per cent
v No expenditure on Grants-in-Aid during 2020-21

Capital v' Capital expenditure decreased by 66.77 per cent

Expenditure |/ (gpital expenditure on General Services decreased by 33.79 per cent
v' Capital expenditure on Social Services decreased by 7.67 per cent
v Capital expenditure on Economic Services decreased by

81.97 per cent

Loans and v Disbursement of Loans and Advances decreased by 29.26 per cent

Advances v' Recoveries of Loans and Advances decreased by 91.99 per cent

Public Debt v" Public Debt Receipts increased by 11.33 per cent*
v Repayment of Public Debt increased by 86.98 per cent

Public v' Public Account Receipts increased by 22.71 per cent

Account v Disbursement of Public Account increased by 19.74 per cent

Cash Balance | v* Cash balance decreased by I 851.53 crore (21.29 per cent) during

2020-21 compared to previous year
* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation

shortfall which were not to be treated as debt of the State for any norms, as per
the guidelines (August 2020).

2.2 Sources and Application of Funds

The summary of sources and application of funds during the current year
(2020-21) vis-a-vis the previous year (2019-20) is given in Table 2.1.
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Table 2.1: Details of sources and application of funds during 2019-20 and 2020-21

(R in crore)

Particulars 2019-20 2020-21 Increase/
Decrease
(Percentage)

Sources Opening Cash Balance with RBI 2,985.55 3,999.47 1,013.92 (34)
Revenue Receipts 67,858.13 67,561.01 (-) 297.12 (0.44)
Recoveries of Loans and Advances 5,392.63 431.95 (-) 4,960.68 (92)
Misc. Capital Receipts 54.01 62.96 8.95 (17)
Public Debt Receipts (Net) 28,656.31 24,319.13" (-) 4,337.18 (15)
Public Account Receipts (Net) 2,876.23 3,515.42 639.19 (22)
Total 1,07,822.86 99,889.94 (=) 7,932.92 (7)
Application Revenue Expenditure 84,848.21 89,946.60 5,098.39 (6)
Capital Expenditure 17,665.93 5,869.70 | (-) 11,796.23 (67)
Disbursement of Loans and Advances 1,309.25 925.70 (-) 383.55 (29)
Closing Cash Balance with RBI 3,999.47 3,147.94 (-) 851.53 (21)
Total 1,07,822.86 99,889.94 (-) 7,932.92 (7)

Source: Finance Accounts of the respective years

* Includes T 4,352 crore as back-to-back loans to State from Gol in lieu of GST
compensation shortfall.

Appendix 2.1 provides details of receipts and disbursements and the overall

fiscal position of the State during current year as well as previous year.

Composition of sources and application of funds in the Consolidated Fund of
the State during 2020-21 is given in Chart 2.1 and Chart 2.2.

Chart 2.1: Composition of Resources
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M Tax Revenue
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Chart 2.2: Application of Resources

H General Services (Revenue)
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M Appropriation to Contigency Fund
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Source: Finance Accounts

* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST
compensation shortfall.

2.3 Resources of the State

The resources of the State are described below:

1. Revenue receipts consist of tax revenue, non-tax revenue, State’s share of

Union taxes and duties and grants-in-aid from the Government of India (Gol).

16



Chapter 2 Finances of the State

2.3.1

Capital receipts comprise miscellaneous capital receipts such as
proceeds from disinvestments, recoveries of loans and advances, debt
receipts from internal sources (market loans, borrowings from financial
institutions/commercial banks) and loans and advances from Gol.

Both revenue and capital receipts form part of the Consolidated Fund of
the State.

Net Public Accounts receipts: There are receipts and disbursements in
respect of certain transactions such as small savings, provident fund,
reserve funds, deposits, suspense, remittances, etc. which do not form
part of the Consolidated Fund.

These are kept in the Public Account set up under Article 266 (2) of the
Constitution and are not subject to vote by the State Legislature. Here,
the Government acts as a banker. The balance after disbursements is the
fund available with the Government for use.

Receipts of the State

Trends in various components of the receipts of the State during 2016-21 is

given in Chart 2.3 while composition of receipts of the State during 2020-21 is

depicted in Chart 2.4. In addition to revenue and capital receipts, net public

account receipts are also utilised to finance the deficit of the State.

Chart 2.3 : Trends in Resources of State (Z in crore)
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Source: Finance Accounts of the respective years.
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Chart 2.4: Composition of receipts of the State during 2020-21

Total Receipts
& 1,21,212 crore)
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and Means
Advances
(X 44,363 crore)
Net transactions
under Ways and
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(Nil)
Loans and

Net Public Account Receipts
X 3,516 crore)

Small saving, PF, etc.

1,034 crore)
Reserve funds
((-) ¥ 670 crore)
Deposits/advances
(X 1,550 crore)

Suspense and Misc.

® 1,563 crore)
Remittances
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advances from Gol
% 4,477 crore”)

Tax Revenue
(X 41,914 crore)

Taxes on sales, trade, etc.
(X 8,660 crore)
State Excise
(X 6,864 crore)
Stamps and Registration
(X 5,157 crore)
State GST
(X 18,236 crore)
Others
(X 2,997 crore)

Source: Finance Accounts

* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST
compensation shortfall.

e Net Public Account Receipts (X 3,516 crore) = Public Account Receipts (X 53,761
crore) less Public Accounts Disbursements (3 50,245 crore)

e In 2020-21, receipts of T 800 crore was included as Contingency Fund Receipts to increase
the present limit of the Contingency Fund of Haryana from ¥ 200 crore to ¥ 1,000 crore.
The total receipts of the Government increased by T 36,714! crore (43.45 per cent)
in 2020-21 over 2016-17. Revenue receipts increased by I 15,064 crore
(28.69 per cent), Capital receipts, which includes recovery of loans and advances
and public debt, increased by I 20,966 crore (71.88 per cent) and Net Public
Account receipts increased by I 684 crore (24.15 per cent) during the same period.

! Includes ¥ 800 crore as Contingency Fund Corpus in 2020-21.
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2.3.2 Revenue Receipts

2.3.2.1 Trends and growth of Revenue Receipts

The trends and growth of revenue receipts as well as revenue buoyancy with
respect to GSDP during the period 2016-17 to 2020-21 are given in Table 2.2
and also depicted in Chart 2.5 and Chart 2.6. The trends and composition of
revenue receipts during the period 2016-17 to 2020-21 are presented in
Appendix 2.2.

Table 2.2: Trends in Revenue Receipts

Parameters 2016-17 2017-18 2018-19 2019-20 | 2020-21
Revenue Receipts (RR) (X in crore) 52,497 62,695 65,885 67,858 67,561
Rate of growth of RR (per cent) 10.39 19.43 5.09 2.99 (-) 0.44
Own Tax Revenue 34,026 41,099 42,581 42,825 41,914
Non-Tax Revenue 6,196 9,113 7,976 7,400 6,961
Rate of growth of Own Revenue 12.72 24.84 0.69 (-) 0.66 (-) 2.69
(Own Tax and Non-tax Revenue) (per cent)

Gross State Domestic Product 5,61,424 6,44,963 7,04957 | 7,80,612 | 7,64,872
(R in crore)

Rate of growth of GSDP (per cent) 13.30 14.88 9.30 10.73 (-) 2.02
RR/GSDP (per cent) 9.35 9.72 9.35 8.69 8.83

Source of GSDP figures: Directorate of Economics and Statistics

It can be seen that the annual growth rate of Revenue Receipts (RR) of the State
decreased from 10.39 per cent in 2016-17 to 2.99 per cent in 2019-20 and
becomes negative at (-)0.44 per cent as the own tax and non-tax revenues of the
State Government displayed negative growth of 2.69 per cent in 2020-21. The
ratio of RR to GSDP decreased from 9.35 per cent in 2016-17 to 8.83 per cent
in 2020-21.

Chart 2.5: Trends of Revenue Receipts during 2016-21

25.00 9.72% 10%
20.
00 0%
= 15.00
-~
§ 10.73 8%
2 1000 9-30
=
= 09 7%
5.00 99
0.00 - ~ o 6%
-0.44
2,02
-5.00 5%

=== Growth rate of GSDP ==t Growth rate of RR ==@=As per cent of GSDP

19



State Finances Audit Report for the year ended 31 March 2021

Chart 2.6: Trends of components of Revenue Receipts during 2016-21
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Source: Finance Accounts of the respective years

The revenue receipts of the State increased by 28.69 per cent during the period
from 2016-17 to 2020-21. The State’s own tax revenue increased by 23.18 per cent,
the grants-in-aid from Gol increased by 115.71 per cent and the central tax
transfers decreased by 2.41 per cent during the same period. The share of the
State’s own revenue (tax revenue and non-tax revenue) in the revenue receipt
decreased from 76.62 per cent in 2016-17 to 72.34 per cent in 2020-21. The
share of grants-in-aid from Gol increased from 10.82 per cent in 2016-17 to
18.13 per cent in 2020-21. The share of central tax transfers decreased from
12.57 per cent to 9.53 per cent during 2016-17 to 2020-21.

The revenue receipts of the State during the current year decreased by
(-)0.44 per cent over the previous year. State’s own tax and non-tax revenue
decreased by % 1,350 crore (2.69 per cent).

2.3.2.2 State’s Own Resources

As the State’s share in central taxes and grants-in-aid is determined on the basis
of recommendations of the Finance Commission, the State’s performance in
mobilisation of resources is assessed in terms of its own resources comprising
own tax and non-tax sources.

@) Own Tax revenue

Own tax revenues of the State consist of State Goods and Services Tax (SGST),
State excise, Taxes on vehicles, Stamp duty and registration fees, Land revenue,
Taxes on goods and passengers, etc. The gross collection in respect of major
taxes and duties are given in Table 2.3.
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Table 2.3: Components of State’s own tax revenue

Revenue Head 2016-17 | 2017-18 | 2018-19|2019-20|2020-21 |Sparkline

Taxes on sales, trades, etc. 23,488 15,609 8,998 8,398 8,660

SGST 0| 10,833| 18,613| 18,873 18,236

State excise 4,613 4,966 6,042| 6,323 6,864

Taxes on vehicles 1,583 2,778 2,908 2,916 2,495

Stamp duty and

L 3,283 4,193 5,636 6,013 5,157
Registration fees

Land revenue 16 18 19 20 17
Taxes on goods and 505 2317 21 16 4
passengers

Other taxes 448 385 344 266 481
Total 34,026, 41,099 42,581| 42,825| 41,914

YEDDONY

Source: Finance Accounts of the respective years

Tax revenue increased by X 7,888 crore (23.18 per cent) in 2020-21 over 2016-17.
Taxes on sales, trades, etc. and State Excise recorded increasing trend. However,
the Taxes on Goods and Services Tax (GST), Taxes on vehicle, Stamp duty and
Registration fees decreased in 2020-21 as compared to 2019-20.

The Own tax revenue of the State at I 41,914 crore was less by % 10,182 crore
as compared to estimates under Budget and MTFPS and ¥ 23,371 crore
against normative assessment of ¥ 65,285 crore by the 15" Finance
Commission (15" FC).

(ii) State Goods and Services Tax (SGST)

As per the GST (Compensation to States) Act, 2017, States will be compensated
for the shortfall in revenue arising on account of implementation of the goods
and services tax considering an annual growth of 14 per cent from the base year,
for a period of five years. In case of Haryana, the finalised revenue figure was
% 15,230.59 crore during the base year of 2015-16.

The projected revenue in accordance with base year figure, actual revenue
collected and compensation due and received from Gol during the period
2017-18 to 2020-21 is given in Table 2.4.
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Table 2.4: Detail of collection of GST and compensation from Gol
(X in crore)

Year Projected Revenue Compensation | Compensation | Shortfall
revenue collected due amount received
amount amount amount
1 2 3=1-2 4 5=3-4
2017-182 14,845.26 13,225.69 1,619.57 1,199.00 420.57
2018-19 22,564.79 18,597.93 3,966.86 2,820.00 1,146.86
2019-20 25,723.86 18,944.61 6,779.25 5,453.43 1,325.82
2020-21 29,325.20 18,240.483 11,084.72 9,417.81" 1,666.91
Total 92,459.11 69,008.71 23,450.40 18,890.24 4,560.16

Source: Finance Accounts of the respective years, information obtained from PAG
(Accounts and Entitlement) and Excise and Taxation Department

* Includes X 4,352 crore as back-to-back loans to State from Gol in lieu of GST
compensation shortfall.

The growth in GST collection in the State was lesser than projected growth and

there was total shortfall of I 23,450.40 crore during 2017-21 against the

projected GST receipt of T 92,459.11 crore. Gol has released ¥ 18,890.24 crore

as compensation including ¥ 4,352 crore as back-to-back loans upto

March 2021.

(iii) Audit of GST Receipts

The Government of India’s decision to provide access to Pan-India data at
GSTN premises was conveyed on 22" June 2020. Two ID based passwords for
online access (PAN-State Data) to the back-end systems had been provided
(March 2021) by the State Excise and Taxation Department. The State Excise
and Taxation Department also assured that remaining user ID passwords would
be provided to the audit team during audit at districts level. The process of
providing GSTN data to PAG (Audit) office were completed by the State Excise
and Taxation Department in March 2021. Therefore, the accounts for the year
2020-21 have been certified on the basis of test audit, as was being done when
records were being maintained manually.

(iv) Analysis of arrears of revenue

The arrears of revenue as on 31 March 2021 in some principal heads of revenue
amounted to I 35,166.11 crore of which ¥ 5,848.55 crore was outstanding for
more than five years as depicted in Table 2.5. Details of status of recovery at
various stages is given in Appendix 2.3.

Amount for the year 2017-18 pertains to nine months period i.e. from July 2017 to
March 2018.

3 Included amount of I 4.22 crore of Pre-GST under Major Head 0040-Taxes on Sales,
Trade, etc.
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Table 2.5: Arrears of revenue as on 315 March 2021
(X in crore)

Sr. Head of revenue Total amount | Amount outstanding for
No. outstanding more than five years
1 Taxes on sales, trade/VAT, etc. 32,716.78 4,907.54
2 State Excise 436.39 190.42
3 Taxes and duties on electricity 364.60 184.75
4 Tax on entry of goods into local 206.44 197.17
areas (Local Area Development Tax)
5 Police 128.86 40.91
6 Other taxes and duties on 11.77 11.77
commodities and services-Receipts
from Entertainment duty
7 Non-ferrous mining and 1,301.27 315.99
metallurgical industries
Total 35,166.11 5,848.55

Source: Information provided by various departments.

v) Arrears in assessments

The details of cases pending at the beginning of the year, cases becoming due
for assessment, cases disposed of during the year and number of cases pending
for finalisation at the end of the year as furnished by the Excise and Taxation
Department in respect of Sales Tax was as depicted in Table 2.6.

Table 2.6: Arrears in assessments

Head of Year Opening New cases | Total Cases Balances Percentage
revenue balance due for assessments | disposed at the end | of disposal
assessment | due of during of the (col. 6 to 5)
during the the year year
year
1 2 3 4 5 6 7 8
Taxes on | 2018-19 3,12,411 2,19,396 5,31,807 2,35,122 2,96,685 44
Sale/s\’&?de’ 2019-20 2,96,685 31,594 3,28,279 2,92,709 35,570 89
ete. 2020-21 35,570 3,606 39,176 34,140 5,036 87

Source: Information provided by State Excise and Taxation Department

(vi) Details of evasion of tax detected by Department

The details of cases of evasion of tax detected by the Excise and Taxation
Department, cases finalised and the demands for additional tax raised as
reported by the Department are given in the Table 2.7.

Table 2.7: Detail of cases of evasion of tax detected during the year 2020-21

Sr. Head of revenue | Cases Cases Total | Number of cases in which | Number of
No. pending detected assessment/investigation cases pending
as on during completed and additional | for finalisation
31 March | 2020-21 demand raised with | ason 31 March
2020 penalty, etc. 2021
Number Amount  of
of cases demand
(® in crore)
1 0039-State Excise 290 1,662 | 1,952 1,820 20.87 132
2 0040-Taxes on 1 114 115 115 0.84 Nil
Sales, Trade, etc./
VAT

Source: Information provided by State Excise and Taxation Department
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(vii) Refund Cases

The number of refund cases pending at the beginning of the year 2020-21,
claims received during the year, refunds allowed during the year and the cases
pending at the close of the year 2020-21 as reported by the Department is given
in the Table 2.8.

Table 2.8: Details of refund cases during the year 2020-21
(X in crore)

Sr. Particulars Sales tax/VAT State Excise

No. No. of cases Amount No. of cases Amount

1 Opening balance of outstanding claims 521 187.08 51 1.98
2 Claims received 1,074 192.99 99 10.63
3 Refund made/adjusted/ rejected 1,115 260.72 111 10.38
4 Closing balance of outstanding claims 480 119.35 39 2.23

Source: Information provided by State Excise and Taxation Department

(viii) Non-Tax Revenue

Non-Tax revenue consists of interest receipts, dividends and profits, mining
receipts, departmental receipts, etc. The trends in various components of
non-tax revenue of the State during 2016-17 to 2020-21 are given in Table 2.9.

Table 2.9: Components of State’s non-tax revenue

(R in crore)

Revenue Head 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21 ([Sparkline
Interest receipts 2,310, 2,228 1,954 1,975 1,562 .“-—\
Dividends and Profits 6 8 57 87 163] g

Other non-taxes receipts of which 3,880 6,877 5,965 5,338 5,236 /\&
a) Major and medium Irrigation 113 132 164 172 210, ‘__'.——".
b) Road Transport 1,265 1,280 1,197 1,115 585 _‘—\
¢) Urban Development 599 2,861 2,316 1,855 1,954 /‘h
d) Education 640 674 212 458 595 —\_—-"
¢) Non-ferrous mining 497 713 583 702 [N [ —
f) Others 766, 1,217 1,433 1,036 871 A
Total 6,196|  9113]  7976]  TA00| 6961 Lt

Source: Finance Accounts of the respective years

The actual receipts under non-tax revenue increased by I 765 crore
(12.35 per cent) during 2016-21. Non-Tax revenue (X 6,961 crore) constituted
10.30 per cent of the revenue receipts during 2020-21 registering decrease of
% 439 crore (5.93 per cent) from the previous year mainly due to decrease under
Road Transport (X 530 crore) off set by increase in receipt under Urban
Development and Non-ferrous mining. The interest receipts of I 1,562 crore
includes book adjustments of I 1,337 crore on irrigation projects, grain supply
scheme and road transport. There is shortfall of ¥ 8,467 crore as compared to
projection made in Budget and MTFPS and % 2,936 crore against the normative
assessment of ¥ 9,897 crore by 15" FC.
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2.3.2.3 Transfers from the Centre

Trends in transfers from Centre during 2011-12 to 2020-21 are shown in
Chart 2.7.

Chart 2.7: Trends in Transfers from Centre
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Source: Finance Accounts of the respective years

(i) Central tax transfer

The 13™FC recommended for increasing the States’ share of Central Taxes from
30.50 to 32 per cent. Accordingly, the State’s share in the net proceeds of
Central Tax (excluding Service Tax) and net proceeds of Service Tax was fixed
at 1.048 and 1.064 per cent, respectively. The 14"FC recommended increase in
the States’ share of Central Taxes from 32 to 42 per cent. Accordingly, the
State’s share in the net proceeds of Central Tax (excluding Service Tax) and net
proceeds of Service Tax was fixed at 1.084 and 1.091 per cent, respectively.
The 15" FC recommended decrease in the sharable amount of Central Taxes to
State from 42 to 41 per cent.

State’s share in Union taxes and duties has shown an increasing trend from
< 2,682 crore in 2011-12 to T 8,255 crore in 2018-19 and thereafter decreased
toI 7,111 crore in 2019-20 to ¥ 6,438 crore in 2020-21 as detailed in Table 2.10.
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Table 2.10: State’s share in Union taxes and duties:
Actual devolution vis-a-vis Budget Estimates

Year Finance Commission projections Budget Actual tax Difference
Estimates devolution
1. 2. 3. 4. 5. (4-3)

2010-11 As per 13" FC, 32 per cent of the 2,194 2,302 108
2011-12 sharable amount of Central taxes to 2,765 2,682 )83
201213 | State 3,180 3,062 () 118
2013-14 3,484 3,343 (-) 141
2014-15 4,010 3,548 (-) 462
2015-16 As per 14" FC, 42 per cent of the 5,680 5,496 (-) 184
2016-17 sharable amount of Central taxes to 6,189 6,597 408
2017-18 | Swes 8,372 7,298 () 1,074
2018-19 9,300 8,255 (-) 1,045
2019-20 11,216 7,111 (-) 4,105
2020-21 As per 15" FC, 41 per cent of the 8,485 6,438 (-)2,047

sharable amount of Central taxes to

States

Source: Finance Accounts of the respective years

Detail of the Central tax transfers from 2016-17 to 2020-21 are at Table 2.11.

Table 2.11: Details of Central Tax Transfers
(X in crore)

Head 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
Central Goods and Services Tax (CGST) - 104.36 | 2,037.54 2,018.07 1,907.46
Integrated Goods and Services Tax (IGST) - 737.08 162.60 - =
Corporation Tax 2,118.57 2,235.92 | 2,870.86 2,424.73 1,946.54
Taxes on Income other than Corporation Tax 1,472.41 1,888.08 2,114.27 1,899.93 1,996.13
Customs 911.33 736.90 585.17 450.77 338.27
Union Excise Duties 1,040.65 770.20 388.87 313.42 215.83
Service Tax 1,049.64 825.05 75.03 - 28.52
Other Taxes’ 4.87 (-) 0.07 20.26 4.61 4.84
Central Tax transfers 6,597.47 | 7,297.52 | 8,254.60 | 7,111.53 | 6,437.59
Percentage of increase over previous year 20 11 13 (-) 14 (-)9.48
Percentage of Central tax transfers to 13 12 13 10 9.53
Revenue Receipts

Source: Finance Accounts of the respective years

The share of Union Taxes received during 2020-21 (% 6,437.59 crore) was lesser
by X 673.94 crore (9.48 per cent) as compared to 2019-20. It is lesser by
< 2,047.23 crore than the projections made in the budget estimates 2020-21
(X 8,484.82 crore).

(i)
The GIA from Gol increased by I 1,726.22 crore in 2020-21 over the previous
year as shown in Table 2.12.

Grants-in-aid from Gol (GIA)

Non-apportionment of share of net proceeds of Integrated Goods and Services Tax
(IGST) by Gol in case of IGST on domestic supply of Goods and Services during
2020-21.

Include Taxes on Wealth, Other Taxes on Income and Expenditure, Other Taxes and
Duties on commodities and Services.
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Table 2.12: Grants-in-aid received from Gol
(R in crore)

Head 2016-17 | 2017-18 | 2018-19 2019-20 2020-21
Non-Plan Grants 3,078.49 - -- -- -
Grants for State Plan Schemes 2,327.52 - - - -
Grants for Central Plan Schemes 34.50 - -- -- -
Grants for Centrally Sponsored Schemes 237.07 | 2,326.62 | 2,843.09 2,851.99 3,135.18
Finance Commission Grants - 1,316.68 1,274.26 2,005.74 2,364.00
Compensation for Loss of Revenue arising out of - 1,199.00 | 2,820.00 5,453.43 | 5,065.81*
implementation of GST
Other Transfer/Grants to States - 342.82 136.19 210.75 1,683.14
Total 5,677.58 | 5,185.12 | 7,073.54 10,521.91 | 12,248.13
Percentage of increase over the previous year (-)11 -)9 36 49 16
Percentage of GIA to Revenue Receipts 11 8 11 16 18

Source: Finance Accounts of the respective years

* Excludes ¥ 4,352 crore as back-to-back loan to State from Gol in lieu of GST

compensation shortfall.

41.36 per cent of the GIA during 2020-21 was on account of compensation in
lieu of loss of revenue arising out of implementation of GST.

(iii) Fourteenth and Fifteen Finance Commission Grants

Fourteenth Finance Commission grants and 15" Finance Commission grants
were provided to the States for local bodies and State Disaster Response Fund
(SDREF). Details of grants provided by the Gol are given in Table 2.13.

Table 2.13: Recommended amount, actual release and transfers of Grant-in-aid
(R in crore)

Recommendation of the 14"FC Actual release by Gol Transfers made by State
(2015-20) & 15" FC (2020-21) Government
Transfers 2016-17 | 2020-21 Total 2016-17 | 2020-21 Total 2016-17 | 2020-21 Total
to to to

2019-20 2019-20 2019-20
Local Bodies
(i) Grants to Panchayati Raj | 3,883.52 | 1,264.00 | 5,147.52 | 3,657.50 | 1,264.00 | 4,921.50 | 3,657.50 | 1,264.00 | 4,921.50
Institutions (PRIs)
(a) General Basic Grant 3,495.17 632.00 | 4,127.17 | 3/495.17 632.00 | 4,127.17 | 3/495.17 632.00 | 4,127.17

(b) General Performance Grants 388.35 632.00 | 1,020.35 162.33 632.00 794.33 162.33 632.00 794.33

(i) Grants to Urban Local | 2,079.94 609.00 | 2,688.94 | 1,729.18 609.00 | 2,338.18 | 1,729.18 609.00 | 2,338.18

Bodies (ULBs)

(a) General Basic Grant 1,663.95 304.50 | 196845 | 1,561.42 304.50 | 1,865.92 | 1,561.42 304.50 | 1,865.92
(b) General Performance Grants 415.99 304.50 720.49 167.76 304.50 472.26 167.76 304.50 472.26
Total for Local Bodies 596346 | 1,873.00 | 7,836.46 | 5386.68 | 1,873.00 | 7,259.68 | 5,386.68 | 1,873.00 | 7,259.68

State Disaster Response Fund | 1,384.50 491.00 | 1,875.50 | 1,275.00 491.00 | 1,766.00 | 1,275.00 491.00 | 1,766.00

Grand Total

7,347.96 | 2,364.00 | 9,711.96 | 6,661.68 | 2,364.00 | 9,025.68 | 6,661.68 | 2,364.00 | 9,025.68

Source: Information provided by the Finance Department

233 Capital Receipts

Capital receipts comprise miscellaneous capital receipts such as proceeds from
disinvestments, recoveries of loans and advances, debt receipts from internal
sources (market loans, borrowings from financial institutions/commercial
banks) and loans and advances from Gol. The capital receipts during 2016-17
to 2020-21 are detailed in Table 2.14.
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Table 2.14: Trends in growth and composition of capital receipts
(R in crore)

Sources of State's Receipts 2016-17 2017-18 2018-19 2019-20 2020-21
Capital Receipts 29,169.02 27,870.56 39,685.88 49,878.46 49,959.64
Miscellaneous Capital Receipts 26.27 39.87 49.01 54.01 62.96
Recovery of Loans and Advances 973.23 6,340.93 5,371.90 5,392.63 431.95
Public Debt Receipts 28,169.52 21,489.76 34,264.97 44,431.82 49,464.73
Internal Debt® 28,046.26 21,348.75 34,140.14 44,329.43 49,340.057
Growth rate (-) 26.00 (-) 23.88 59.92 29.85 11.30
Loans and advances from Gol 123.26 141.01 124.83 102.39 124.68"
Growth rate 26.77 14.40 (-) 11.47 (-) 17.98 21.77
Rate of growth of debt Capital Receipts (-) 25.87 (-)23.71 59.45 29.67 11.33
Rate of growth of non-debt capital 178.99 538.40 (-) 15.04 0.47 () 90.91
receipts

Rate of growth of GSDP 13.30 14.88 9.30 10.73 (-) 2.02
Rate of growth of Capital Receipts (-) 23.95 (-)4.45 42.39 25.68 0.16
(per cent)

Source: Finance Accounts of the respective years
* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation
shortfall which were not to be treated as debt of the State for any norms, as per
the guidelines (August 2020).
Internal Debt receipts increased by I 5,010.62 crore during 2020-21 in
comparison to 2019-20. The recovery of loans and advances decreased by
< 4,960.68 crore due to all loans taken by State owned power companies converted
into equity during 2017-18 to 2019-20. The State Government had issued Power
bonds of ¥ 17,300 crore in 2015-16 and T 8,650 crore in 2016-17 by taking over
the loans of ¥ 25,950 crore (75 per cent of total liability of State Power
Companies as on 30 September 2015 under UDAY scheme) and treated the
financial package as grant-in-aid (% 7,785 crore), Equity Capital (X 2,595 crore)
and Loans to DISCOMs (R 15,570 crore). Total loans of ¥ 15,570 crore have
been converted into equity during 2017-20.

234 State’s performance in mobilisation of resources

As the State’s share in central taxes and grants-in-aid is determined on the basis
of recommendations of the Finance Commission, the State’s performance in
mobilisation of resources is assessed in terms of its own resources comprising
own tax and non-tax sources.

The State’s actual tax and non-tax receipts for the year 2020-21 vis-a-vis
assessment made by 15" FC and MTFPS are given in the Table 2.15.

Table 2.15: Actual tax and non-tax receipts
vis-a-vis projections made by 15"FC and MTFPS

15"FC Budget MTFPS Actual | Percentage variation of actual over

projection | estimates | projection 150FC Budget MTFPS
projection | estimates | projection
Tax revenue 65,285 52,096 52,096 | 41,914 (-) 35.80 (-) 19.54 (-) 19.54
Non-tax revenue 9,897 15,428 15,428 6,961 (-) 29.67 (-) 54.88 (-) 54.88

6 Including gross figure under Ways and Means Advances.

7 Including Ways and Means Advances of X 4,977.33 crore.

28



Chapter 2 Finances of the State

The actual collection under State’s own tax revenue fell short by 35.80 per cent
of the projections made by 15™FC and 19.54 per cent of budget estimates and
MTFPS projection. The actual receipts under non-tax revenue fell short by
29.67 per cent of the projections made by 15"FC and by 54.88 per cent of
budget estimates and MTFPS. Thus, the State Government could not achieve
even their own targets projected in the budget and MTFPS.

2.4  Application of Resources

The State Government is vested with the responsibility of incurring expenditure
within the framework of fiscal responsibility legislations, while at the same time
ensuring that the ongoing fiscal correction and consolidation process of the
State is not at the cost of expenditure directed towards development of capital
infrastructure and social sector. The application of resources areanalysed under
various headings such as growth and composition of expenditure, revenue
expenditure, committed expenditure and financial assistance to local bodies and
other institutions in the succeeding paragraphs.

24.1 Growth and composition of expenditure

The expenditure of State Government can be classified in two categories namely
Revenue Expenditure and Capital Expenditure. Revenue Expenditure includes
charges on maintenance, repair, upkeep and working expenses, which are
required to maintain the assets in a running order as also all other expenses
incurred for the day-to-day running of the organisation, including establishment
and administrative expenses.

Capital Expenditure includes all charges for the first construction of a project
as well as charges for intermediate maintenance of the work while not opened
for service and also bears charges for such further additions and improvements
as may be sanctioned under the rules made by competent authority.

Trend and composition of total expenditure over the last five years (2016-21)
are shown in Table 2.16.
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Table 2.16: Total expenditure and its composition
(R in crore)

2016-17 2017-18 2018-19 2019-20 2020-21

Total Expenditure (TE) 79,781 88,190 93,218 1,03,823 96,7428
Revenue Expenditure (RE) 68,403 73,257 77,155 84,848 89,946
Capital Expenditure (CE) 6,863 13,538 15,307 17,666 5,870
Loans and Advances 4,515 1,395 756 1,309 926
GSDP 5,61,424 6,44,963 7,04,957 7,380,612 7,64,872
As a percentage of GSDP

TE/GSDP 14.21 13.67 13.22 13.30 12.65
RE/GSDP 12.18 11.36 10.94 10.87 11.76
CE/GSDP 1.22 2.10 2.17 2.26 0.77
Loans and Advances/GSDP 0.80 0.22 0.11 0.17 0.12

Total expenditure increased by 21.26 per cent over a period of five years
(2016-21). The Revenue Expenditure increased by 31.49 per cent while the
capital expenditure decreased by 14.47 per cent during the period 2016-17 to
2020-21.

Chart 2.8: Total Expenditure: Trends in share of its components
(in per cent)
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As depicted in Chart 2.8, the share of revenue expenditure in total expenditure
increased from 85.74 per cent in 2016-17 to 92.97 per cent in 2020-21 while
the share of capital expenditure in total expenditure increased from 8.60 per cent
in 2016-17 to 17.02 per cent in 2019-20 but decreased to 6.07 per cent in
2020-21. The share of loans and advances was 5.66 per cent in 2016-17 due to
disbursement of loans under UDAY scheme which decreased to 0.96 per cent
in 2020-21.

8 Excluding Appropriation to Contingency Fund of ¥ 800 crore.
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Chart 2.9: Total Expenditure: Trends by Activities (in per cent)
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As shown in Chart 2.9, the share of general services, which includes interest
payments is showing increasing trend since 2016-17 and was 36.30 per cent
in 2020-21. The share of social services also increased upto 40.47 per cent in
2020-21 and expenditure on economic services decreased from 32.28 per cent in
2016-17 to 22.27 per cent in 2020-21. The combined expenditure on social and
economic services, which represent development expenditure decreased from
66.20 per cent in 2016-17 to 62.74 per cent in 2020-21. Others which include
Grants to Local Bodies and Loans and Advances were 6.19 per cent of total
expenditure during 2016-17 due to disbursement of loans to State Power Utilities
under UDAY scheme that decreased upto 0.96 per cent during 2020-21.

24.2 Revenue Expenditure

Revenue expenditure is incurred to maintain the current level of services and
payment for the past obligation. As such, it does not result in any addition to the
State’s infrastructure and service network. Table 2.17 presents the growth of
revenue expenditure over five years (2016-21).

Table 2.17: Growth of revenue expenditure during 2016-21
(R in crore)

Particulars 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
Total Expenditure (TE) 79,781 88,190 93,218 | 1,03,823 | 96,742°
Revenue Expenditure (RE) 68,403 73,257 77,155 84,848 89,946
Rate of Growth of RE (per cent) 15.48 7.10 5.32 9.97 6.01
Revenue Expenditure as percentage of TE 85.74 83.07 82.77 81.72 92.98
RE/GSDP (per cent) 12.18 11.36 10.94 10.87 11.76
RE as percentage of RR 130.30 116.85 117.11 125.04 133.13
Revenue Receipts (RR) 52,497 62,695 65,885 67,858 67,561
Rate of growth of RR (per cent) 10.39 19.43 5.09 2.99 (-) 0.44
GSDP 5,601,424 | 6,44,963 | 7,04,957 | 7,80,612 | 7,64,872
Rate of growth of GSDP (per cent) 13.30 14.88 9.30 10.73 (-) 2.02

Source: Finance Accounts of the respective years

o Excluding Appropriation to Contingency Fund of ¥ 800 crore.
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Revenue expenditure during 2016-21 increased by ¥ 21,543 crore (31 per cent).
Its percentage to GSDP decreased from 12.18 in 2016-17 to 10.87 in 2019-20
and increased to 11.76 per cent in 2020-21. Revenue expenditure increased by
six per cent from I 84,848 crore in 2019-20 to ¥ 89,946 crore in 2020-21.

Revenue expenditure in 2020-21 at ¥ 89,946 crore was less than the projections
made in Budget and MTFPS (X 1,05,338 crore). The State could not keep the
Revenue Expenditure within the normative assessment of 15"FC (% 78,482 crore).

Sector-wise distribution of revenue expenditure is presented in Chart 2.10.

Chart 2.10: Sector-wise distribution of revenue expenditure
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Table 2.18: Major variations in Revenue Expenditure during 2020-21
as compared to 2019-20

(X in crore)

Major Heads of Account 2019-20 2020-21 Increase (+)/
Decrease (-)
General Services 31,883.95 | 34,734.17 2,850.22
2049-Interest Payments 15,588.01 | 17,114.67 1,526.66
2055-Police 4,423.72 | 4,61891 195.19
2071-Pension and other Retirement Benefits 8,832.94 9,712.70 879.76
2075-Miscellaneous General Services 149.42 383.87 234.45
Social Services 33,726.48 | 36,163.96 2,437.48
2202-General Education 13,644.01 | 13,323.12 (-)320.89
2210-Medical and Public Health 4,249.85 | 4,857.12 607.27
2215-Water Supply & Sanitation 1,807.77 | 2,230.01 422.24
2217-Urban Development 3,300.80 3,616.71 315.91
2235-Social Security and Welfare 7,618.95 | 8,752.03 1,133.08
Economic Services 19,237.78 | 19,048.47 (-)189.31
2401-Crop Husbandry 969.49 1,772.37 802.88
2501-Special Programmes for Rural Development 116.13 183.67 67.54
2505-Rural Employment 110.14 313.76 203.62
2515-Other Rural Development Programmes 3,714.20 | 3,986.62 272.42
2700- Major Irrigation 1,156.86 1,243.78 86.92
2801-Power 6,978.40 | 5,565.33 (-)1,413.07
3054-Roads and Bridges 1,086.52 814.71 (-)271.81

Source: Finance Accounts of the respective years.
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As given in Table 2.18, Revenue expenditure on General services increased by
< 2,850.22 crore due to increase in expenditure mainly on Pensions, Police
services, interest payments and Miscellaneous General Services. Interest
payments on market loans increased by ¥ 1,670.58 crore during the year. The
expenditure on Social Services increased by I 2,437.48 crore over the previous
year due to increase in expenditure mainly on Medical and Public Health, Urban
Development, Water Supply and Sanitation, Social Security and Welfare.
Expenditure on Economic services decreased by I 189.31 crore mainly due to
decrease in expenditure on Power, Roads and Bridges offset by Crop
Husbandry, Rural Employment and other Rural Development Programmes.

2.4.2.2 Committed expenditure

The committed expenditure of the State Government on revenue account
consists of interest payments; expenditure on salaries and wages; and pensions.
It has first charge on Government resources. Upward trend on committed
expenditure leaves the Government with lesser flexibility for development
sector. Table 2.19 and Chart 2.11 present the trends in the expenditure on these
components during 2016-21.

Table 2.19: Components of Committed Expenditure
(X in crore)

Components of Committed Expenditure | 2016-17 2017-18 2018-19 2019-20 2020-21
Salaries and wages 17,321 18,632 19,763 22,365 22,5950
Expenditure on Pensions 5,659 8,783 8,140 8,833 9,713
Interest Payments 10,542 11,961 13,551 15,588 17,115
Total 33,522 39,376 41,454 46,786 49,423
As a percentage of Revenue Receipts (RR)
Salaries & Wages 32.99 29.72 30.00 32.96 33.44
Expenditure on Pensions 10.78 14.01 12.35 13.02 14.38
Interest Payments 20.08 19.08 20.57 22.97 25.33
Total 63.85 62.81 62.92 68.95 73.15
As a percentage of Revenue Expenditure (RE)
Salaries & Wages 25.32 25.43 25.62 26.36 25.12
Expenditure on Pensions 8.28 11.99 10.55 10.41 10.80
Interest Payments 15.41 16.33 17.56 18.37 19.03
Total 49.01 53.75 53.73 55.14 54.95

Source: Finance Accounts of the respective years.

10 Includes wages of T 634 crore.

33



State Finances Audit Report for the year ended 31 March 2021

Chart 2.11: Share of Committed expenditure in total Revenue
Expenditure
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The total expenditure (X 48,789 crore) on salary, interest and pension payments
was lesser by I 5,361 crore (9.90 per cent) than the projections by the
Government in MTFPS (R 54,150 crore) and consumed 72 per cent of the
revenue receipts.

Committed expenditure on account of salary and wages, interest and pensions
increased from 49 per cent to 55 per cent of the Revenue expenditure during
2016-17 to 2020-21.

2.4.2.3 Undischarged liabilities in National Pension System

State Government employees recruited on or after 1 January 2006 are eligible
for the new pension scheme called ‘Defined Contribution Pension Scheme’. In
terms of the scheme, the employee contributes ten per cent of the basic pay and
dearness allowance, which is matched by the State Government and the entire
amount, is transferred to the designated fund manager through the National
Security Depository Limited (NSDL). The actual amount payable by employees
and the matching Government contribution over the years has not been
estimated.

As per the Ministry of Finance, Gol, no contributions are to be parked under
the Head of Account ‘8342-117" Other Deposits-Defined Contribution
Pension Scheme even as a temporary measure. Audit noted that an amount of
3 43.07 crore was parked under the above Major Head as on 31* March 2021
as depicted in Table 2.20.

34



Chapter 2 Finances of the State

Table 2.20: Position of New Pension Scheme Contribution
(X in crore)

Year Employees Contribution | Total Short Total Short
Contribution | by the State Contribution | transfer to | transfer
Government NSDL to NSDL
1 2 3 4=(243) 5=(2-3) 6 7= (4-6)
Balance of pension funds lying with the State Government as on 31 March 2016 19.43
2016-17 382.15 378.04 760.19 4.11 729.70 30.49
2017-18 479.94 460.44 940.38 19.50 975.76 (-)35.38
2018-19 565.88 534.30 | 1,100.18 31.58 1,086.16 14.02
2019-20 717.91 694.20 | 1,412.11 23.71 1,407.78 4.33
2020-21 778.53 766.83 | 1,545.36 11.70 1,535.18 10.18
Total 2,924.41 2,833.81 | 5,758.22 90.60 5,734.58 43.07

Source: Finance Accounts of the respective years.

As against the employees’ contribution of ¥ 2,924.41 crore during 2016-17 to
2020-21, the State Government made contribution of ¥ 2,833.81 crore i.e. lesser
by % 90.60 crore. During 2016-21, out of total amount of ¥ 5,758.22 crore, the
State Government transferred ¥ 5,734.58 crore to NSDL i.e. lesser by ¥ 23.64
crore. As on 31 March 2021, there was balance of ¥ 43.07 crore lying with the
State Government. The liability of the State Government increased due to non-
transfer of contribution including Government share to NSDL.

The State Government should examine the reasons and put in place a
mechanism to ensure that contribution of employees and equally matched
Government contribution are fully transferred to NSDL in a timely manner.

2.4.2.4 Subsidies

Expenditure on subsidies increased from I 7,654 crore in 2016-17 to
T 8,549 crore in 2018-19 and decreased to I 7,650 crore in 2020-21, which was
11.32 per cent of the revenue receipts and 8.51 per cent of revenue expenditure
as detail given in Table 2.21. The subsidies were disbursed for Power:
X 5,783 crore (75.59 per cent), Agriculture and allied activities: ¥ 1,737 crore
(22.71 per cent), Village and Small industries: ¥ 76 crore (0.99 per cent) and
Social Services: ¥ 54 crore (0.71 per cent). The total subsidy to the rural
electrification (X 5,565 crore) was less than the projection in MTFPS
(X 6,360 crore).
Table 2.21: Expenditure on subsidies during 2016-21

2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21
Subsidies (X in crore) 7,654 8,446 8,549 8,105 7,650

Subsidies as a percentage of 14.58 13.47 12.98 11.94 11.32
Revenue Receipts

Subsidies as a percentage of 11.19 11.53 11.08 9.55 8.51
Revenue Expenditure

Source: Finance Accounts of the respective years.

35



State Finances Audit Report for the year ended 31 March 2021

2425 Financial assistance by the State Government to Local Bodies and
Other Institutions
Table 2.22: Financial assistance to local bodies and other institutions
R in crore)

Financial Assistance to Institutions | 2016-17 | 2017-18 | 2018-19 | 201920 | 2020-21
(A) Local Bodies
Municipal Corporations and Municipalities 1,585.77 | 2,466.82 2,092.31 2,279.46 2,766.64
Panchayati Raj Institutions 2,263.80 | 2,283.43 | 2,547.17 | 309812 | 323592
Total (A) 3,849.57 | 4,750.25 | 4,639.48 | 537758 | 6,002.56
(B) Others

Educational Institutions (Aided Schools, Aided 2,130.56 | 2,102.96 2,093.14 2,496.64 2,468.29
Colleges, Universities, etc.)

Development Authorities 757.94 868.04 865.54 812.88 1,104.22
Hospitals and Other Charitable Institutions 1,117.68 1,101.14 1,350.08 1,745.08 2,107.65
Other Institutions 4,791.39 | 1,021.92 1,129.59 905.17 1,329.75
Total (B) 8,797.57 | 5,094.06 5,438.35 5,959.77 7,009.91
Total (A+B) 12,647.14 | 9,844.31 | 10,077.83 | 11,337.35 | 13,012.47
Revenue Expenditure 68,403 73,257 77,155 84,848 89,946
Assistance as percentage of Revenue 18.49 13.44 13.06 13.36 14.47
Expenditure

Source: Finance Accounts of the respective years.

Table 2.22 indicates that the financial assistance to local bodies and other
institutions increased from I 12,647.14 crore in 2016-17 to T 13,012.47 crore,
constituting 14.47 per cent of the revenue expenditure during 2020-21. It
increased by % 1,675.12 crore (14.78 per cent) over the previous year mainly
due to increase in disbursements to Municipal Corporations and Municipalities,
Development Authorities, Hospitals and other Charitable Institutions and other
institutions.

243 Capital Expenditure

Capital Expenditure (capex) is primarily expenditure on creation of fixed
infrastructure assets such as roads, buildings etc. Chart 2.12 shows details of
capital expenditure and capital expenditure as percentage of total expenditure.

Chart 2.12: Trends of Capital expenditure during 2016-21
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Source: Finance Accounts of the respective years
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2.4.3.1 Major changes in Capital Expenditure

The Capital Expenditure during 2020-21 mainly comprises investment in equity of
Power companies, Major Irrigation, Roads and Bridges under Economic Services.
Capital expenditure was mainly on Education, Health & Family Welfare, Water
Supply and Sanitation, Urban Development under Social Services. Major decrease
in capital expenditure was due to more recovery on account of procurement of food
grains activities from FCI and less expenditure on investment in energy sector,
Water Supply, Sanitation, Housing and Urban Development, Roads and Bridges as
compared to previous year are given in Table 2.23.

Table 2.23: Variation in Capital Expenditure during 2020-21 compared to 2019-20
(X in crore)

Major Heads of Accounts 2019-20 2020-21 Increase (+)/
Decrease (-)
Capital Expenditure 17,665.93 5,869.70 | (-) 11,796.23
General Services 586.16 387.61 (-) 198.55
Social Services 3,233.56 2,986.12 (-) 247.44
Water Supply, Sanitation, Housing and Urban Development 2152.86 1,594.50 (-) 558.36
Health and Family Welfare 510.17 766.37 256.20
Economic Services 13,846.21 2,495.97 (-) 11,350.24
Food, Storage and Warehousing* 4,402.31 (-) 1,243.04 (-) 5,645.35
Energy 5,829.63 527.09 (-) 5,302.54
Roads and Bridges 1,800.07 1,372.03 (-) 428.04

Source: Finance Accounts of the respective years.

* Minus figure under this Major Head is due to more recovery received on account
of procurement activities of food grains and pulses procurement from FCI by
State Government.

2.4.3.2 Quality of capital expenditure

(i) Investments and Returns

The Government as of 31 March 2021 had invested ¥ 37,566.55 crore in
Statutory Corporations, Rural Banks, Joint Stock Companies and Co-operatives
(Table 2.24). The average return on these investments was 0.188 per cent in the
last five years while the Government paid an average interest rate of
7.94 per cent on its borrowings during 2016-21.

Table 2.24: Return on Investment

Investment/return/cost of borrowings 2016-17 2017-18 2018-19 2019-20 2020-21
Investment at the end of the year | 11,371.42 | 17,374.35 | 30,747.91 | 36,922.92 | 37,566.55
( in crore)

Return (% in crore)” 5.89 7.53 56.60 87.01 163.14
Return (per cent)” 0.05 0.04 0.18 0.24 0.43
Average rate of interest on Government 8.00 8.10 8.81 8.31 6.50
borrowings (per cent)

Difference between interest rate and return 7.95 8.06 8.63 8.07 6.07
(per cent)

Difference between interest on Government 904.03 1,400.37 2,653.54 2,979.68 2,280.29
borrowings and return on investments

® in crore)*

Source: Finance Accounts (Statement No. 19) of the respective years.
* on historical cost
# (Investment at the end of the year X Difference between interest rate and return)/100.
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Out of total investment of ¥ 37,566.55 crore, investment of T 36,027.96 crore
(96 per cent) was in four power sector companies. The State Government keeps
on making investments in loss making Government companies.

(ii))  Reconciliation of Government Investments with Accounts of
Companies

The Government investments as equity in State Public Sector Undertakings
(PSUs) should agree with that of the figures appearing in the PSUs.
Reconciliation of figures is necessary to figure out the differences in Accounts
of PSUs and Finance Accounts. Scrutiny of both the Accounts revealed that as
per Finance Accounts, Government Investment in equity of 23 PSUs was
< 28,348.13 crore whereas as per records of PSUs it was ¥ 36,716.34 crore.
There was a difference of I 8,368.21 crore as detailed in Appendix 2.4.
Reconciliation should be carried out in time bound manner to figure out the
differences.

(iii)  Resource availability of the State under Public Private Partnership
Projects

With a view to provide adequate development of social and physical
infrastructure, which is a pre-requisite for sustaining economic growth, the State
Government adopted the Public Private Partnership (PPP) mode of
infrastructure development.

Total 13 PPP projects with a total estimated cost of ¥ 7,922.24 crore were under
implementation as on 31 March 2021 as shown in Appendix 2.5.

(iv)  Implementation of Ujwal DISCOM Assurance Yojana (UDAY)

Government of India launched (November 2015) Ujwal DISCOM Assurance
Yojana (UDAY) scheme for the financial turnaround of Power Distribution
Companies (DISCOMs). It was a revival package for making DISCOMs
financially and operationally viable for enabling them to supply adequate power
at affordable rates. A tripartite Memorandum of Understanding (MoU) was
signed (March 2016) between the Ministry of Power (MoP), the Government of
Haryana (GoH) and State DISCOMs (i.e. UHBVNL and DHBVNL). As per
provisions of the UDAY Scheme and tripartite MoU, out of the total debt
T 34,600 crore pertaining to the two DISCOMs as on 30" September 2015 in
Haryana, the GoH took over the 75 per cent of total debt i.e. ¥ 25,950 crore.
The implementation of UDAY Scheme was envisaged as shown in Table 2.25.
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Table 2.25: Implementation of UDAY Scheme

(Rin crore)

Year Total debt | Transfer to | Transfer to | Transfer to
to be taken | DISCOMs in | DISCOMs in | DISCOMs in
over form of Grant form of loan form of equity

2015-16 17,300 3,892.50 12,110 1,297.50

2016-17 8,650 3,892.50 3,460 1,297.50

Total (A) 25,950 7,785.00 15,570 2,595.00

Percentage to total debt 775 per cent 22.50 per cent 45 per cent 7.5 per cent

of ¥ 34,600 crore

In terms of the MoU, Government provided grants of X 7,785 crore (X 3,892.50
crore each year), equity of ¥ 2,595 crore (X 1,297.50 crore each year) and
balance of I 15,570 crore as loan to DISCOMs during 2015-16 and 2016-17.
The loans of ¥ 15,570 crore were to be converted into grant of I 11,677.50 crore
(75 per cent) and equity of X 3,892.50 crore (25 per cent) during 2017-18 to
2019-20. However, the State Government converted total loans taken-over into
equity as given in Table 2.26.

Table 2.26: Implementation of UDAY Scheme in Haryana State
(X in crore)

Year Total Grant Loan Equity
2015-16 17,300.00 3,892.50 12,110.00 1,297.50
2016-17 8,650.00 3,892.50 3,460.00 1,297.50
Total 25,950.00 7,785.00 15,570.00 2,595.00
2017-18 - (-) 5,190.00 5,190.00
2018-19 - (-) 7,785.00 (-) 5,190.00 12,975.00
2019-20 - (-) 5,190.00 5,190.00
Total (as on 31st March 2020) 25,950.00

Thus, the State Government converted the total debt taken over into equity of
DISCOMs which was against the schemes guidelines.

As per MOU, the Government of Haryana shall take over the further losses of
the DISCOMs in a graded manner and shall fund the losses as follows:

Year 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

Previous year’s
DISCOM loss to be
taken over the State

Zero per cent
of the loss of
2014-15

Zero per cent
of the loss of
2015-16

50 per cent of
the previous
year loss

25 per cent
of the loss
of 2018-19

Five per cent
of the loss of
2016-17

Ten per cent
of the loss of
2017-18

In the financial year 2018-19, the State Government had released equity of
< 10.25 crore on account of takeover of losses of financial year 2017-18
(Five per cent of the loss of 2016-17).

Financial Results of two DISCOMs after the implementation of the scheme was
depicted in Table 2.27.
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Table 2.27: Financial Results of DISCOMs during 2016-21

(X in crore)

Name of | Profit(+) /Loss (-) Profit (+)/Loss (-) after implementation of UDAY
DISCOM 2016-17 2017-18 2018-19 2019-20 2020-21
UHBVNL (-)205.01 278.24 185.71 217.72 397.07
DHBVNL 11.96 134.12 95.23 113.67 239.61
Total (-)193.05 412.36 280.94 331.39 636.68
Source: Annual accounts of DISCOMs
v) Loans and advances by State Government

In addition to investments in co-operative societies, corporations and
companies, the Government had also been providing loans and advances to
many institutions/organisations. Table 2.28 presents the outstanding loans and
advances as on 31 March 2021 and interest receipts vis-a-vis interest payments

during the last five years.

Table 2.28: Quantum of loans disbursed and recovered during five years

(X in crore)

2016-17 2017-18 | 2018-19 | 2019-20 | 2020-21
Opening Balance of loans outstanding 17,494 21,036 16,090 11,474 7,390
Amount advanced during the year 4,515 1,395 756 1,309 926
Amount recovered during the year 973 6,341 5,372 5,393 432
Closing Balance of the loans outstanding 21,036 16,090 11,474 7,390 7,884
Net addition 3,542 | (-)4,946 | (-)4,616 | (-) 4,084 494
Interest received 1,213 1,163 720 398 92
Interest rate on Loans and Advances given by the 6.30 6.27 522 4.22 1.20
Government.
Rate of Interest paid on the outstanding borrowings 7.89 7.71 7.78 7.80 7.46
of the Government
Difference between the rate of interest paid and 1.59 1.44 2.56 3.58 6.26
interest received (per cent)

Outstanding loans and advances as on 31 March 2021 increased by 6.68 per cent
due to more loans to co-operative sugar mills and Haryana State Agriculture
and Marketing Board and Power Companies during the year. Loans amounting
to I 3,418.72 crore were outstanding at the beginning of the year 2020-21
against co-operative sugar mills. There was a recovery of ¥ 8.13 crore on
account of principal with an outstanding balance I 3,877.99 crore. The
Government has disbursed loans to these sugar mills with terms and conditions
that the loans would be repaid in five years in equal instalments after 12 months
of sanctions with nine per cent per annum interest and no loan could be
disbursed in case of failure of repayment of earlier loans. Loans of
% 467.40 crore were sanctioned/disbursed during 2020-21 to co-operative sugar
mills including old amount of X 3,418.72 crore without insuring the fulfilment
of conditions of earlier loans. Thus, the violation of conditions of loans
sanctioned to co-operative sugar mills is continuously persisting.

Loans amounting to ¥ 923.87 crore were outstanding at the beginning of the
year 2020-21 against Haryana State Cooperative Agriculture and Rural
Development Bank (HSCARDB). Further, loans of ¥ 70 crore were given to
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this bank. No recovery was received during the year resulting in outstanding
balance to ¥ 993.87 crore at the end of 31 March 2021. The Government has
disbursed loans to this bank with terms and conditions that it would be ensured
that there is no default in repayment of loan along with interest to the
Government with the interest rate calculated on weighted average cost of
borrowings basis to Government of Haryana during the year 2020-21. Thus, the
loans during 2020-21 have been sanctioned in violation of conditions of loans
sanctioned to the bank. State Government during the year have made no
provision for recovery of principal and interest in the budget, which was
indicative of inadequate efforts of State Government for recovery of outstanding
loans against these co-operative sugar mills and Haryana State Cooperative
Agriculture and Rural Development Bank.

Four new loans of ¥ 243.37!! crore were given during the year 2020-21. State
Government received interest of ¥ 92 crore (1.20 per cent of outstanding loans
and advances) during 2020-21.

(vi)  Capital blocked in incomplete projects

An assessment of trends in capital blocked in incomplete capital works would
also indicate quality of capital expenditure. Blocking of funds on incomplete
projects/works impinges negatively on the quality of expenditure and deprives
the State of the intended benefits for prolonged periods. Further, the funds
borrowed for implementation of these projects during the respective years leads
to the extra burden in terms of servicing of debt and interest liabilities.

Department wise information pertaining to incomplete projects as on
31 March 2021 is given in Table 2.29. Only those projects where the scheduled
dates for completion were already over as of 31 March 2021 have been included
under incomplete projects.

Table 2.29: Department-wise profile of incomplete projects as on 31 March 2021
(R in crore)

Department Number of Estimated cost Expenditure
incomplete projects ( in crore) (R in crore)
Irrigation and Water Resources 18 197.67 104.16
Public Works (Buildings and Roads) 30 722.34 442.14
Total 48 920.01 546.30

Source: Finance Accounts

The scheduled dates of completion of 48 projects of the departments were between
April 2018 and March 2021, but these were incomplete as on 31 March 2021,

1 Loans for Power Projects-Transmission and Distribution: ¥ 56.15 crore and Loan to Haryana

State Agriculture and Rural Bank: ¥ 70 crore and Loan to Haryana State Agriculture and
Marketing Board: ¥ 89.43 crore and Warehousing Corporation: ¥ 27.79 crore.
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resulting in non-attainment of desired benefits from the investment of I 546.30
crore. Out of 48 incomplete works, 11 works could not be completed even after the
lapse of 12 to 35 months and incurring expenditure of I 115.80 crore, comprising
21 per cent of total expenditure on the incomplete works as on 31 March 2021.
Delays in completion of projects not only affected the quality of the expenditure
but also deprived the state of intended benefits and economic growth.

244 Expenditure Priorities

Enhancing human development levels requires the States to step up their
expenditure on key social services like education, health, etc. Low fiscal priority
(ratio of expenditure under a category to aggregate expenditure) is attached to a
particular sector, if the allocation is below the respective national average. The
higher the ratio of these components to total expenditure, the quality of
expenditure is considered to be better. Table 2.30 analyses expenditure priority
of the State with regards to Health, Education and Capital expenditure during
2020-21.

Table 2.30: Expenditure priority of the State with regards to Health, Education and
Capital expenditure

Fiscal Priority of the State TE/GSDP | CE/TE | Education/TE Health/TE
Haryana Average (Ratio) 2016-17 14.21 14.26 13.61 3.82
States other than NE and Himalayan| 17.12 19.77 14.93 5.49
States (GCS) Average (Ratio) 2016-17

Haryana Average (Ratio) 2020-21 12.75 6.96 14.54 5.99
States other than NE and Himalayan| 16.18 13.03 15.00 6.74
States (Ratio) 2020-21

TE: Total Expenditure, CE: Capital Expenditure.

Source for GSDP: Directorate of Economic and Statistical Analysis, Haryana.

Aggregate expenditure as a ratio of GSDP in Haryana is lesser than States other
than NE and Himalayan States average in 2016-17 as well as in 2020-21. The
ratio of expenditure on Education and Health was lower in Haryana than States
other than NE and Himalayan States average during 2016-17 and 2020-21.

24.5 Object head-wise expenditure

Object head-wise expenditure give information about the object/purpose of the
expenditure are shown in Chart 2.13.
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Chart 2.13: Object head-wise expediture (in percentage)
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Note: The object head wise expenditure obtained from VLC data contains object head
wise expenditure on Salary, Interest and Pensions in all major heads which differs
from the Committed expenditure on these items (as appeared in Paragraph
24.2.2).

2.5 Public Account

Receipts and Disbursements in respect of certain transactions such as Small
Savings, Provident Funds, Reserve Funds, Deposits, Suspense, Remittances,
etc., which do not form part of the Consolidated Fund, are kept in the Public
Account set up under Article 266(2) of the Constitution and are not subject to
vote by the State Legislature. The Government acts as a banker in respect of
these. The balance after disbursements during the year is the fund available with
the Government for use for various purposes.

2.5.1 Net Public Account Balances

Component-wise net balances under various segments of Public Account are
given in Table 2.31 and Chart 2.14.
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Table 2.31: Component-wise net balances in Public Account as of 31 March 2021
(X in crore)

Sector Sub Sector 2016-17 2017-18 2018-19 2019-20 2020-21
I. Small Savings, Small Savings, 13,321.20 | 14,547.52 | 15,715.23 | 16,962.46 | 17,996.91
Provident Funds, etc. | Provident Funds, etc.
J. Reserve Funds (a) Reserve Funds 2,045.23 2,593.33 3,086.92 4,962.35 5,476.92
bearing Interest
(b) Reserve Funds not 2,662.21 2,933.75 3,228.68 3,532.00 2,347.00
bearing Interest
Total 4,707.44 5,527.08 6,315.60 8,494.35 7,823.92
K. Deposits and (a) Deposits bearing 397.00 379.13 403.41 421.76 451.94
Advances Interest
(b) Deposits not 6,016.48 6,687.90 8,001.14 7,500.04 9,019.62
bearing Interest
(c) Advances (-) 0.72 (-) 0.72 (-) 0.74 (-) 0.74 (-) 0.74
Total 6,412.76 7,066.31 8,403.81 7,921.06 9,470.82
L. Suspense and Suspense and (-) 59.15 (-) 10.80 (-) 57.23 (-) 70.49 (-) 24.24
Miscellaneous Miscellaneous
M. Remittances (a) Money Orders, and 199.55 180.34 343.72 306.84 330.58
other Remittances
(b) Inter- (-) 17.69 (-) 23.57 (-) 16.24 (-) 33.10 (-) 17.73
Governmental
Adjustment Account
Total 181.86 156.77 327.48 273.74 312.85
Grand Total 24,564.11 | 27,286.88 | 30,704.89 | 33,581.12 | 35,580.26

Source: Finance Accounts of the respective years

Chart 2.14: Yearly changes in composition of Public Account balances
(R in crore)
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Source: Finance Accounts of the respective years

Net public account balances in 2020-21 increased by 5.95 per cent over the
previous year mainly due to increase in Small Savings, Provident Fund, etc.
(X 1,034 crore), Deposits (X 1,550 crore), Remittance (X 39 crore) offset by
decrease in Reserve Funds (X 670 crore).

2.5.2 Reserve Funds

Details of Reserve Funds are available in Statements 21 and 22 of the Finance
Accounts. There were eleven Reserve Funds (five Reserve Funds bearing
Interest and six Reserve Funds not bearing Interest) earmarked for specific
purposes. The interest on balances of Reserve Funds bearing Interest is paid by
the Government if the same are not invested while in case of Reserve Funds not
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bearing Interest, balances are invested in Government Securities/Treasury Bills
under the administration of Central Accounts Section of the Reserve Bank of
India at Nagpur. The fund balances lying in various Reserve Funds (bearing
Interest and not bearing Interest) as on 31 March 2021 are given in Table 2.32.

Table 2.32: Detail of Reserve Fund
(X in crore)

Sr. No. Name of Reserve Fund Balance as on 31 March 2021
A Reserve Funds bearing Interest 5,476.92
1 Depreciation Reserve Fund-Motor Transport 528.69
2 Depreciation Reserve Fund-Government Presses 14.30
3 Reserve Fund-Motor Transport Accident Reserve Fund 4.18
4 State Disaster Response Fund 3,859.99
5 State Compensatory Afforestation Fund 1,069.76
B Reserve Funds not bearing Interest 2,347.00
1 Sinking Funds 719.39
2 Mines and Mineral Development Restoration and 300.75
Rehabilitation Fund
3 Fund for Development Schemes 1.41
4 Fund for Village Reconstruction for Harijan Uplift 2.29
5 Guarantee Redemption Fund 1,323.13
6 Consumer Welfare Fund 0.03
Grand Total 7,823.92

Out of above, two Reserve Funds not bearing interest i.e. fund for development
schemes and fund for village reconstruction for harijan uplift are inoperative for
more than five years. The State Government is yet to close these inoperative
Reserve Funds and transfer their balances to the Consolidated Fund of the State.

2.5.2.1 Consolidated Sinking Fund

The State Government substituted the earlier Consolidated Sinking Fund (CSF)
Scheme of 2002 with a new CSF scheme on 8™ June 2020 for redemption of
outstanding liabilities of Internal Debt and Public Account. As per guidelines,
the Government was required to contribute 0.5 per cent of previous outstanding
liabilities of internal debt and public account.

The State Government has not made any contribution during 2020-21 resulting
in short contribution of I 1,077.81 crore (0.5 per cent of outstanding liabilities
of internal debt and public account of ¥ 2,15,561.64 crore as on 31 March 2020).

As on 1*" April 2020 the balance under the fund was ¥ 2,084.06 crore. The fund
remained invested and interest of ¥ 151.62 crore was earned during the year.
An amount of ¥ 1,516.29 crore (75 per cent of outstanding balance as on
31 March 2020 at face value of ¥ 2,021.71 crore) has been disinvested due to
Covid-19 Pandemic pursuant to relaxation allowed by Reserve Bank of India
and the fund was closed at ¥ 719.39 crore, out of which, ¥ 717.26 crore was
invested.
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2.5.2.2 State Disaster Response Fund

The State Government replaced the Calamity Relief Fund with the State
Disaster Response Fund (SDRF) in 2010-11. In terms of the guidelines of the
Fund, the Centre, and the States, are required to contribute to the Fund in the
proportion of 75:25. In terms of guidelines issued by Ministry of Home Affairs,
Government of India on 28 September 2010 and 30 July 2015, fund balances
are required to be invested as per the recommendations of the State Executive
Committee (SEC) constituted for the management of the Fund.

There was opening balance of I 3,172.72 crore in SDRF. During 2020-21, the
Central Government released ¥ 491 crore (first and second instalment of Central
share for 2020-21). As against Gol release of ¥ 491 crore, State’s matching
share works out to ¥ 163.66 crore. The State Government transferred an amount
of T 900.29 crore to the fund, which includes unspent balances of I 21.37 crore
and interest of ¥ 224.26 crore. An expenditure of ¥ 213.02 crore was met from
the Fund during the year. There was a closing balance of ¥ 3,859.99 crore in the
Fund as on 31 March 2021.

As per paragraph 18 of Gol guidelines on constitution and administration of the
‘SDRF’ the investments out of SDRF were to be made as per decision of SEC.
However, in violation of Gol guidelines, no amount was invested by the State
Government.

The SDRF shall be used only for meeting the expenditure for providing
immediate relief to the victims of natural calamities. An expenditure of
< 213.02 crore was charged to SDRF as given in Table 2.33.

Table 2.33: Detail of expenditure charged to SDRF

Major Head of | Minor Head of Account Expenditure
Account during 2020-21
2245-Relief on | 101- Gratuitous Relief 154.53
Account of Natural | 111- Ex-gratia payments to bereaved families 0.06
Calamities 02- 17113~ Assistant for repairs/reconstruction of Houses 0.02
ftl;).ods, Sl 117- Assistance to farmers for purchase of Live Stock. 0.01
282- Public Health 0.75
800- Others 0.05
Sub Total 155.42
2245-Relief on | 800-Other Expenditure 96.12
Account of Natural | Sub Total 96.12
Calamities 80-
General
Grand Total 251.54
05-State  Disaster | 901-Deduct —~Amount met from State Disaster 213.02
Response Fund
Expenditure charged to SDRF (admissible expenditure under SDRF guidelines) 154.53

As per the SDRF guidelines, only the amount booked under 2245-02-101 is
admissible expenditure to be met from SDRF. Hence, expenditure of
3 58.49 crore out of ¥ 213.02 crore met from SDRF was in contravention of the
guideline. This led to understatement of revenue expenditure to the extent of
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< 58.49 crore during the year 2020-21 with consequent impact on the Revenue
Deficit and Fiscal Deficit of the State.

2.5.2.3 Guarantee Redemption Fund

The State Government substituted the earlier Guarantee Redemption Fund
(GRF) of 2003 were the new GRF scheme on 8" June 2020 for meeting
obligation arising out of the guarantees issued on behalf of the State Public
Sector Undertakings and local bodies. The fund has been set up by the
Government with an initial contribution of minimum one per cent of
outstanding guarantees at the end of previous year. As per the provisions of the
fund, the State Government is required to transfer collected guarantee fee and
annual or periodic contributions as estimated by the Government to the fund.
The fund is administrated by the Reserve Bank of India. The outstanding
guarantees of the Government as on 31 March 2020 were I 20,737.63 crore.
RBI guidelines of 2013 indicated contribution of minimum one per cent
outstanding guarantees at the beginning of the year and thereafter a minimum
of 0.5 per cent every year to achieve a corpus of minimum of three per cent in
next five years (further increasable to five per cent) of the outstanding
guarantees of the previous year. The State Government did not contribute any
amount to the fund during the year though the guarantee fees of I 73.97 core
was collected during 2020-21.

The balance under the fund was I 1,323.13 crore as on 31 March 2021 (which
is 6.38 per cent of the outstanding guarantees of I 20,737.63 crore) which stood
invested.

2.5.2.4 Mines and Mineral Development, Restoration and Rehabilitation
Fund

The Fund was established (July 2015) for environmentally sustainable growth
of the mining sector, protection, preservation, rehabilitation and restoration of
the mining sites in the State and to undertake other related works in the overall
interest of protection and preservation of ecology and environment of the area.
Though the Fund is enlisted as ‘Reserve Funds not bearing interest’, it bears
interest at the rate of six per cent per annum.

As per constitution of the Fund, an amount equal to 10 per cent of the ‘Dead
Rent/Royalty/Contract Money’ paid to the State is to be charged from the
mineral concession holders in the nature of ‘other charges’ for restoration and
rehabilitation works and credited to the Fund. Also, an amount equal to
five per cent of the amount received by State Government on account of the
‘Dead Rent/Royalty/Contract Money’ in a financial year is to be deposited/
transferred in the Fund as Government Contribution to the Fund.
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A balance of I 220.43 crore was in the Fund as on 1 April 2020. The State
Government during the year received an amount of ¥ 782.03 crore on account of
Dead Rent etc. and an amount of I 72.07crore on account of ‘other charges’ from
the Concession Holders. The amount of ¥ 117.30 crore (Concession Holders’
contribution: I 78.20 crore i.e. 10 per cent of Dead Rent plus State share:
< 39.10 crore i.e. five per cent of Dead Rent of I 782.03 crore) was required to be
contributed to the Fund. However, the State Government, during the year
contributed an amount of ¥ 85.50 crore (State contribution: I 27.84 crore and
Concession Holders’ contribution: ¥ 57.66 crore against ‘other charges’ received
of ¥ 72.07 crore). Thus, there was short contribution of I 25.67 crore. The State
Government, has allowed I 5.13 crore as interest on the balances in the Fund during
the year, thereby leading to short contribution to the Fund on account of interest to
the extent of I 8.10 crore (six per cent of I 220.43 crore). An expenditure of
< 10.31 crore was met from the Fund during the year, thereby leaving a balance of
% 300.75 crore in the Fund as on 31 March 2021.

2.5.2.5 State Compensatory Afforestation Fund

In compliance to the instructions issued by the Ministry of Environment and
Forests, Government of India vide their letter No. 5-1/2009-FC dated 28“‘April
2009 and guidelines of 2 July 2009, the State Governments are required to
establish the State Compensatory Afforestation Fund Management and
Planning Authority (CAMPA). CAMPA will administer the amount received
and utilise the collected amounts for undertaking compensatory afforestation,
assisted natural regeneration, conservation and protection of forests,
infrastructure development, wildlife conservation and protection and other
related activities and for matters connected therewith or incidental thereto. The
Authority will set up the State Compensatory Afforestation Fund for this
purpose. It is an interest-bearing reserve fund, which is required to be invested.

The balance under the fund was I 1,282.65 crore at the beginning of the year.
During the year 2020-21, the State Government did not receive any amount,
being State share of the CAMPA Fund, from National Compensatory
Afforestation Deposits to the Fund. The State Government did not credit any
interest during the year. An expenditure of I 212.89 crore was incurred out of
the Fund during the year. The State Government has not made any investment
though there was a balance of ¥ 1,069.76 crore in the fund as on 31 March 2021.

2.6  Debt Management

Debt management is the process of establishing and executing a strategy for
managing the Government’s debt in order to raise the required amount of
funding, achieve its risk and cost objectives, and to meet any other sovereign
debt management goals that the Government may have set through enactment
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or any other annual budget announcements. The details of outstanding debt in
Haryana during 2016-21 are given in Chart 2.15.

Chart 2.15: Details of outstanding debt during 2016-21 in Haryana
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* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation
shortfall which were not to be treated as debt of the State for any norms, as per
the guidelines (August 2020).

2.6.1 Debt profile: Components

Total debt of the State Government typically constitutes of Internal debt of the
State (market loans, ways and means advances from RBI, special securities
issued to National Small Savings Fund and loans from financial institutions,
etc.), loans and advances from the Central Government, and Public Account
Liabilities. The outstanding fiscal liabilities of the State are presented in
Chart 2.16 during 2020-21. The component-wise debt trends of the State for the
period of five years beginning from 2016-17 are presented in Table 2.34.

Table 2.34: Component-wise debt trends
(R in crore)

Components of fiscal liability 2016-17 2017-18 2018-19 2019-20 2020-21
Overall Qutstanding Debt 1,46,371 1,64,076 1,84,216 2,15,562 2,38,708
Public Debt Internal debt 1,22,617 1,37,813 1,54,968 1,83,786 2,03,95%
Loans from Gol 1,986 1,941 1,867 1,705 1,500
Liabilities on Public Account 21,768 24,322 27,381 30,071 33,250
Rate of growth of outstanding 21.25 12.10 12.27 17.02 10.74

Overall debt (percentage)
Gross State Domestic Product 5,61,424 6,44,963 7,04,957 7,80,612 7,64,872
(GSDP)

Debt/GSDP (per cent) 26.07 25.44 26.13 27.61 31.21
Public Debt Receipts 28,170 21,490 34,265 44,432 49,465*
Public Debt Repayments 5,276 6,339 17,184 15,776 29,498
Public Debt Available 22,894 15,151 17,081 28,656 19,967
Public Debt Repayments/Receipts 18.73 29.50 50.15 35.51 59.63
(percentage)

Net Public Account Receipts 2,759 2,554 3,059 2,690 3,179
Total Debt Available 25,653 17,705 20,140 31,346 23,146

* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation

shortfall which are not to be repaid by the State from its sources.
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Chart 2.16: Break up of Overall Outstanding Debt at the end of 31 March 2021
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* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation

shortfall which are not to be repaid by the State from its sources.
The overall fiscal liabilities of the State increased from I 1,46,371 crore
in 2016-17 to ¥ 2,38,708 crore in 2020-21 registering an increase of
63.08 per cent mainly due to increase in public debt (% 80,855 crore) and public
account liabilities (X 11,482 crore). The overall fiscal liabilities increased by
10.74 per cent in 2020-21 as compared to 17.02 per cent in the previous year.
The ratio of fiscal liabilities to GSDP increased from 26.07 per cent in 2016-17
to 31.21'2 per cent in 2020-21. The liabilities were 3.53 times of the revenue
receipts and 4.88 times the State’s own resources. It is significant to note that
fiscal liabilities at < 2,38,708 crore were higher than the limit of ¥ 1,98,700 crore
projected in the MTFPS for the year 2020-21.

Ministry of Finance, Gol has provided the special assistance of ¥ 91 crore to
State Government in the form of interest free loans for 50 years for the project
Pandit Deen Dayal Upadhaya University of Health Sciences at village Kutail
(Karnal).

The fiscal liabilities to GSDP ratio at 31.21 per cent was within the limit of
normative assessment of 31.90 per cent under 15"FC.

12 Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation shortfall

which are not to be repaid by the State from its sources.
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Chart 2.17: Internal debt taken vis-a-vis repaid
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Internal debt of the State Government increased by I 81,341 crore
(66.34 per cent) from ¥ 1,22,617 crore in 2016-17 to X 2,03,958 crore in 2020-21.
Chart 2.17 is showing the trends of internal debt taken vis-a-vis repaid. An
interest of ¥ 15,444 crore was paid on internal debt during 2020-21.

Market borrowings form a major portion of the internal debt of the State
Government, with interest rates ranging between 4.40 and 9.89 per cent.
In 2020-21, out of total internal debt receipts of I 49,340 crore, market
loans were of ¥ 30,000 crore. Out of total internal debt re-payments of
% 29,167 crore, repayment of market loans was 4,450 crore. The outstanding
market borrowings as of 31 March 2021 were 1,61,216 crore. The
net increase of market borrowings during the year was 18.83 per cent
(X 25,550 crore).

The financing pattern of the fiscal deficit has undergone a compositional shift
as reflected in Chart 2.18 and Table 2.35. Receipts and disbursements under
the components of financing the fiscal deficit during 2020-21 are given in
Table 2.36.
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Table 2.35: Components of fiscal deficit and its financing pattern

(X in crore)

Particulars 2016-17 2017-18 2018-19 2019-20 2020-21
Composition of Fiscal Deficit (-)26,285 (-)19,114 (-) 21,912 (30,519 (-)29,486
1 Revenue Deficit (-)15,906 (-)10,562 (-) 11,270 (-)16,990 (-)22,385
2 | Net Capital Expenditure (-)6,837 (-)13,498 (-) 15,258 (-)17,612 (-)5,807
3 Net Loans and Advances (-)3,542 4,946 4,616 4083 (-)494

Appropriation to Contingency Fund - - - - (-)800
Financing Pattern of Fiscal Deficit
1 Market Borrowings 15,358.98 15,839.49 17970.00 | 20,676.85 25,550.00
2 | Loans from GOI (-)63.06 (-)44.59 (-)74.33 (-)161.49 4,146.52
3 Special Securities issued to NSSF (-)947.05 (-)954.14 (-) 980.58 | (-)1,004.39 | (-)1,004.39
4 Loans from Financial Institutions 8,544.81 310.15 165.99 9,145.34 | (-)4,373.00
5 Small Savings, PF, etc. 1,114.88 1,226.32 1,167.71 1,247.23 1,034.45
6 Reserve Fund 1,646.31 673.72 553.47 1,925.34 (-)670.44
7 Deposits and Advances (-)2.12 653.55 1,337.50 (-)482.75 1,549.76
8 Suspense and Miscellaneous 1,734.84 518.78 1,296.28 | (-)1,623.60 1,562.54
9 | Remittances 57.66 (-)25.09 170.72 (-)53.74 39.11
10 | Appropriation to Contingency Fund - - - 800.00
11 | Overall Deficit 27,445.25 18,198.19 | 21,606.76 | 29,668.79 28,634.55
12 | Increase/Decrease in cash balance (-)1,160.13 916.30 304.99 849.83 851.53
13 | Gross Fiscal Deficit 26,285.12 19,114.49 | 21,911.75 | 30,518.62 29,486.08

Source: Finance Accounts of the respective years
Chart 2.18: Trends of financing fiscal deficit during 2016-21
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Table 2.36: Receipts and Disbursements under components financing the fiscal deficit

(X in crore)

Particulars Receipt Disbursement Net

1 Market Borrowings 30,000.00 4.,450.00 25,550.00
2 Loans from GOI 4,476.68* 330.16 4,146.52
3 Special Securities issued to NSSF Nil 1,004.39 (-)1,004.39
4 Loans from Financial Institutions 14,362.72 18,735.72 (-)4,373.00
5 Contingency Receipts 800.00 - 800.00
6 Small Savings, PF, etc. 3,604.79 2,570.34 1,034.45
7 Deposits and Advances 37,408.58 35,858.82 1,549.76
8 Reserve Funds 1,342.32 2,012.76 (-)670.44
9 Suspense and Miscellaneous 2,610.02 1,047.48 1,562.54
10 | Remittances 8,795.19 8,756.08 39.11
11 | Overall Surplus (-) Deficit (+) 1,03,400.30 74,765.75 28,634.55
12 | Increase (-)/decrease (+) in cash balance 3,999.47 3,147.94 851.53
13 | Gross Fiscal Deficit 1,07,399.77 77,913.69 29,486.08

* Includes ¥ 4,352 crore as back-to-back loans to State from Gol in lieu of GST

compensation shortfall.
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As evident from above, the fiscal deficits during 2016-17 to 2020-21 were
largely financed through public debt, which includes market borrowings, loans
from Gol, etc.

2.6.2 Debt profile: Maturity and Repayment

Public Debt maturity and repayment profile indicates commitment on the part
of the Government for debt repayment or debt servicing.

Table 2.37: Public debt maturity profile

Period of repayment (Years) Amount (X in crore) Percentage (w.r.t. Public debt)

0-1 15,585.20 8

1-3 39,250.09 19

3-5 41,267.62 20

5-17 43,539.02 21

7 and above 64,329.49 31
Others 1,397.63* 1

Total 2,05,369.05'3 100

* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation

shortfall which are not to be repaid by the State from its sources.

Chart 2.19: Public Debt Maturity Profile
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* Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation
shortfall which are not to be repaid by the State from its sources.

As of March 2021, total pubic outstanding debt was ¥ 2,05,369.05 crore. The
maturity profile of outstanding stock of public debt as on 31 March 2021 showed
that 68 per cent X 1,39,641.93 crore) of the total outstanding debt was in the
maturity bucket of up to seven years and the balance of ¥ 64,329.49 crore (31 per
cent) from seventh year onwards as depicted in Table 2.37 and Chart 2.19.

Repayment schedule of market loans alongwith interest has been given in
Chart 2.20.

13 Difference of ¥ 89.13 crore between maturity profile and balances under Public Debt is

under reconciliation.
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Chart 2.20: Repayment Schedule of market loans
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Note: The maturity profile has been evolved for outstanding market loans as on
31 March 2021 and interest has been calculated upto the financial year in which
the loans are going to retire.

The State will have to repay I 31,635 crore of market loans and pay interest of
% 34,350 crore in next three financial years i.e. upto 2023-24. In next two years
upto 2025-26, ¥ 27,700 crore principal and interest of I 17,591 crore will be
payable. Annual outgo in shape of loan repayment and interest will be
approximately ¥ 22,255 crore during next five years upto 2025-26.

In the period 2026-27 to 2030-31, loans of ¥ 66,960 crore and interest of
3 24,225 crore will be payable. As such the State will have to repay approximately
< 18,237 crore annually during the period 2026-27 to 2030-31.

2.7  Debt Sustainability Analysis

Apart from the magnitude of the debt of the Government, it is important to
analyse the various parameters that determine the debt sustainability of the State
and indicate ability of the State to service its debt obligation in future. This
section assesses the sustainability of the debt of the Government in terms of rate
of growth of outstanding debt; ratio of interest payment and revenue receipt,
debt repayment and debt receipt; net debt available to the State. Table 2.38
analyses the debt sustainability of the State according to these indicators for the
period of five years beginning from 2016-17.
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Table 2.38: Trends in debt Sustainability indicators

(X in crore)

Debt Sustainability Indicators 2016-17 2017-18 2018-19 2019-20 2020-21
Outstanding Public Debt” 1,24,603 1,39,754 1,56,835 1,85,491 | 2,05,458*
Rate of Growth of Outstanding Public Debt 22.51 12.16 12.22 18.27 10.76
GSDP 5,601,424 6,44,963 7,04,957 7,80,612 7,64,872
Rate of Growth of GSDP 13.30 14.88 9.30 10.73 (-)2.02
Public Debt/GSDP 22.19 21.67 22.25 23.76 26.86
Debt Maturity profile of repayment of State 2,382.11 2,561.93 5,054.18 5,840.63 12,132.69
debt-including default history, if any

Average interest Rate of Outstanding 8.17 8.08 8.16 8.17 7.94
Public Debt (per cent)

Percentage of Interest payment to Revenue 17.62 17.04 18.37 20.60 22.97
Receipt

Percentage of Debt Repayment to Debt 18.73 29.50 50.15 35.50 59.63
Receipt

Net Debt available to the State® 13,646.26 4,469.12 4,981.11 14,677.34 4,449.26
Net Debt available as per cent to Debt 48.44 20.80 14.54 33.03 8.99
Receipts

Debt Stabilisation (Quantum spread®+ | (-)9,139.04 2,322.32 | (-)7,592.51 | (-)10,441.12| (-)29,876.02
Primary Deficit)

Source: Finance Accounts of the respective years

*

Outstanding Public Debt is the sum of outstanding balances under the heads 6003-

Internal Debt and 6004-Loans and Advances from the Central Government. During
2020-21, it excluded ¥ 4,352 crore as back-to-back loans from Gol in lieu of GST
compensation shortfall, which are not to be repaid by the State from its sources.

Net debt available to the State Government is calculated as excess of Public debt

receipts over Public debt repayment and interest payment on Public Debt.
$ Quantum spread = (Debt X Rate spread) where Rate spread = (GSDP growth

rate-Interest rate).

A necessary condition for debt stability states that if the rate of growth of GSDP
exceeds the interest rate for public debt, the debt GSDP ratio is likely to be
stable provided primary balances are either zero or positive or are moderately

negative. Thus, if primary deficit together with quantum spread turns out to be

negative, debt GSDP ratio would be rising.

In Haryana, the debt GSDP ratio rose from 22.19 per cent in 2016-17 to
26.86 per cent in 2020-21 due to negative figure of primary deficit together with

quantum spread. Trends of Debt sustainability indicators for the five years
starting from 2016-17 are shown in Chart 2.21.
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Chart 2.21: Trends of Debt Sustainability Indicators <
- A
60 S
w
50
40 9
< o %
N 0 2540 ¢ o &
$3 4 0§ . S2agY gz RES
5 o =) oo NS
S, =< Tt —
g % s T Es
~ (=)}
AN
0 =
Rate of Growth  Rate of Growth  Debt as per cent Percentage of Percentage of
-10 of Outstanding of GSDP of GSDP Interest payment Debt Repayment
Public Debt to Revenue to Debt Receipt
Receipt
=2016-17 =2017-18 2018-19 2019-20 m2020-21

Public Debt of the State Government increased from I 1,24,603 crore in
2016-17 to X 2,05,458 crore in 2020-21 registering an increase of 64.89 per cent
during the period 2016-21. The annual rate of increase ranged between
10.76 per cent and 22.51 per cent over the period 2016-17 to 2020-21 while
growth rate of GSDP remained between 9.30 and 14.88 per cent up to 2019-20
and declined to (-) 2.02 per cent during 2020-21.

2.7.1 Utilisation of borrowed funds

Borrowed funds should ideally be used to fund capital creation and
developmental activities. Using borrowed funds for meeting current
consumption and repayment of interest on outstanding loans is not sustainable.
The detail of utilisation of borrowed funds for repayment of earlier borrowings,
capital expenditure and revenue expenditure during the period 2016-21 is given
in Table 2.39.

Table 2.39: Utilisation of borrowed funds
(R in crore)

Year 2016-17 2017-18 2018-19 2019-20 2020-21

Total Borrowings 28,169.52 21,489.76 34,264.97 | 44,431.82 | 49,464.73
Repayment of earlier borrowings 5,275.84 6,338.85 17,183.87 | 15,775.51 29,497.60
(Principal) (percentage) (19) 29) (50) (36) (60)

Net capital expenditure (Percentage’” 6,836.83 8,308.03 10,067.59 12,421.92 5,806.74
(24) (39) (29) (28) (11)

Net loans and advances* 3,541.68 243.96 573.74 1,106.62 493.75

(13) (1 2 (2) (1)
Portion of Revenue expenditure met 12,515.17 6,598.92 6,439.77 15,127.77 13,666.64
out of net available borrowings (44) 31) (19) (34) (28)

Source: Finance Accounts of the respective years
Figures in parenthesis indicate percentage to the total borrowings

* Calculation of Net Capital Expenditure and Net loans and advances reflected in
SFAR 2019-20.

14 Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation shortfall

which are not to be repaid by the State from its sources.
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The Revenue Receipts of the State Government were not sufficient for meeting
the Revenue Expenditure. Hence, the Government remained dependent upon
borrowings for meeting Revenue Expenditure. During 2020-21, revenue
expenditure of ¥ 13,667 crore (15 per cent of total revenue expenditure) was
met from borrowed funds which constitutes 28 per cent of borrowed funds.

Thus, during 2016-17 to 2020-21 borrowed funds between 60 per cent and 88 per
cent had been utilised for repayment of earlier loans and Revenue Expenditure.
During 2020-21, 88 per cent of borrowed funds were utilised for repayment of
earlier loans (60 per cent) and Revenue Expenditure (28 per cent). Hence,
borrowed funds were not utilised for creation of infrastructure.

Trends of utilisation of borrowed funds during the period 2016-21 is depicted
in Chart 2.22.

Chart 2.22: Trends of Utilisation of borrowed funds
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Source: Finance Accounts of the respective years

2.7.2 Status of Guarantees—Contingent Liabilities

Guarantees are liabilities contingent on the Consolidated Fund of the State in
cases of defaults by borrowers for whom the guarantees have been extended.
The State Government has not passed a law under Article 293 of the
Constitution for laying down the limit within which the Government may give
guarantees on the security of the Consolidated Fund of the State.

As per Statement No. 9 of the Finance Accounts, the outstanding guarantees
and status of outstanding guarantees to total receipts for the last five years are
given in Chart 2.23 and 2.24.
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Chart 2.23: Status of outstandiing Chart 2.24: Sector-wise detail of
guarantees including fee guarantees at the end of 31 March 2021
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Source: Finance Accounts

No amount was paid by the Government towards guarantees during 2020-21.
The details of outstanding guarantees including guarantee fee, as on 31 March
2021, was in respect of PSUs and autonomous bodies as shown in Table 2.40.

Table 2.40: Details of outstanding guarantees including guarantee fee given to entities
(R in crore)

Sr. | Name of PSUs/Autonomous bodies Number of Outstanding
No. Guarantees | Guarantee including
guarantee fee
1 Haryana Shehri Vikas Pradhikaran (HSVP) 10 13,151.30
Haryana State Industrial Infrastructure 5 3,130.84
Development Corporation
3 Uttar Haryana Bijli Vitran Nigam Limited 17 3,878.07
4 Haryana Vidyut Parsaran Nigam Limited 8 778.05
5 Haryana State Co-operative Agriculture Rural 1 264.67

Development Bank

6 Haryana Police Housing Corporation Limited 2 405.75
7 Housing Board, Haryana 6 314.64
8 Dakshin Haryana Bijli Vitran Nigam Limited 9 757.87
9 Haryana Backward Classes and Economically 1 85.96
Weaker Sections Kalyan Nigam Limited
10 | Municipal Corporation, Faridabad 2 62.20
11 | Haryana State Warehousing Corporation 4 34.59
12 | Haryana Power Generation Limited, Panchkula 1 3391
13 | Others 8 203.85
Total 74 23,101.70

Source: Finance Accounts for the year 2020-21

Out of total outstanding guarantee including guarantee fee as on 31 March 2021,
93.92 per cent R 21,696.13 crore) was outstanding mainly in respect of Haryana
Shehri Vikas Pradhikaran (X 13,151.30 crore), Haryana State Industrial
Infrastructure Development Corporation (X 3,130.84 crore), Uttar Haryana Bijli
Vitran Nigam Limited (% 3,878.07 crore), Haryana Vidyut Parsaran Nigam
Limited (X 778.05 crore) and Dakshin Haryana Bijli Vitran Nigam Limited
(X 757.87 crore).
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2.7.3 Management of Cash Balances

As per an agreement with the Reserve Bank of India, State Governments have
to maintain a minimum daily cash balance with the Bank. If the balance falls
below the agreed minimum on any day, the deficiency is made good by taking
ordinary Ways and Means Advances (WMA)/Special Ways and Means
Advances (SWMA)/Overdrafts (OD) from time to time.

Comparative figures of cash balances and investment of cash balance for the
years 2019-20 and 2020-21 are given in Table 2.41.

Table 2.41: Detail of cash balances and investment of cash balances
(R in crore)

Opening balance on Closing balance on
1 April 2020 31 March 2021
A. General Cash Balance
Deposits with Reserve Bank of India (-) 1,644.93 (-) 463.47
Remittances in Transit—Local 0.54 0.54
Total (-) 1,644.39 (-) 462.93
Investments held in Cash Balance investment 2,332.87 1,564.72
account
Total (A) 688.48 1,101.79
B. Other Cash Balances and Investments
Cash with departmental officers viz., Public Works, 2.83 3.34
Forest Officers
Permanent advances for contingent expenditure 0.12 0.12
with department officers
Investment in earmarked funds 3,308.04 2,042.69
Total (B) 3,310.99 2,046.15
Total (A + B) 3,999.47 3,147.94
Interest realised 76.54 2949

Source: Finance Accounts
Table 2.42: Cash Balance Investment Account (Major Head-8673)
(X in crore)

Year Opening Balance | Closing Balance Increase (+)/decrease (-) Interest earned
2016-17 4,173.12 2,554.85 (-) 1,618.27 161.32
2017-18 2,554.85 2,084.53 (-) 470.32 94.89
2018-19 2,084.53 721.57 (-) 1,362.96 91.54
2019-20 721.57 2,332.87 1,611.30 76.54
2020-21 2,332.87 1,564.72 (-) 768.15 29.49

Source: Finance Accounts of the respective years

The Cash Balance included investment of ¥ 2,042.69 crore from earmarked
funds. The said investment consisting of Sinking Fund Investment Account
(X 717.26 crore) and Guarantee Redemption Fund Investment Account
(X 1,323.13 crore) was invested by the RBI. The Government was able to
maintain a minimum cash balance of ¥ 1.14 crore for 323 days during 2020-21.
The Government had maintained the minimum balance by taking special ways
and means advance (WMA) for 41 days and ordinary ways and means advance
for one day. The State had to pay X 1.31 crore as interest on WMA during the
year 2020-21.
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During 2020-21, the State had an opening cash balance of ¥ 3,999 crore and
Government borrowed I 30,000 crore from the market for meeting its
obligations. The closing cash balance was X 3,148 crore.

Chart 2.25: Market loans vis-a-vis Cash Balance
(R in crore)
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2.8 Conclusions

The State passed FRBM Act, 2005 to ensure prudence in fiscal management
and fiscal stability by progressive elimination of Revenue Deficit. However,
the FRBM Act has not been amended as per the recommendations of
14" Finance Commission. The State continued to be a revenue deficit State. The
revenue deficit was 33.13 per cent of revenue receipts during 2020-21 against
the 25 per cent during 2019-20.

Growth of GSDP is an important indicator of the State’s Economy, as it denotes
the extent of changes in the level of economic development of the State over a
period of time. State records a negative growth of (-) 2.02 per cent during the
period 2020-21 in comparison to previous year.

The Revenue Deficit which was to be brought down to zero by 2011-12,
increased upto ¥ 22,385 crore during 2020-21. It indicates that the State had
borrowed funds for meeting current consumption. Fiscal Deficit of the State was
< 29,486 crore during 2020-21 which was 3.86 per cent of the GSDP and was
within the target fixed by the State Government under FRBM Act as amended
in September 2020. The Fiscal Deficit was mainly financed through market
borrowings.

Out of total borrowings of ¥ 49,465'° crore during 2020-21, the State
Government incurred Capital Expenditure of only ¥ 5,870 crore (11 per cent).

15 Excluding Gol back-to-back loans of ¥ 4,352 crore in lieu of GST compensation shortfall

which are not to be repaid by the State from its sources.
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Balance 89 per cent borrowings were utilised for repayment of earlier loans,
disbursement of loans and advances and for meeting Revenue Expenditure.

Annual growth rate of Revenue Receipts decreased from 10.39 per cent in
2016-17 to mere 2.99 per cent in 2019-20 and comes to (-) 0.44 per cent in
2020-21, which resulted in higher dependency on borrowed funds for meeting
the current consumption. Further, State’s own revenue registered a negative
growth of 2.69 per cent over the previous year, leading to a higher dependency
on Gol contributions.

State incurred 55 per cent of the total Revenue Expenditure on Committed
Liabilities like salaries and wages, pensions and interest payment, leaving only
45 per cent for priority sector expenditure. The percentage of total expenditure
in priority sectors such as Education and Health in Haryana was lower than the
average of States other than NE and Himalayan States.

There was a difference of ¥ 8,368 crore in equity investment figures as per State
Accounts and as per the Accounts of 23 PSUs. The difference is mainly on account
of Grant-in-aid of ¥ 7,785 crore to State Power Utilities under UDAY scheme,
booked under Revenue Expenditure during 2015-16 and 2016-17, which was
converted to equity during 2018-19 with retrospective effect through a
re-appropriation order.

The State Government earned a meagre 0.43 per cent return on its total
investment (X 37,567 crore) in Statutory Corporations, Rural Banks, Government
Companies and Co-operatives up to 31 March 2021. Further, 86 per cent of total
investment was made in 12 loss incurring Government Companies with
accumulated losses of I 29,638 crore, leading to erosion of Government
investments to that extent.

Loans amounting to ¥ 3,418.72 crore were outstanding at the beginning of the
year against co-operative sugar mills. Further, loans of ¥ 467.40 crore were
given to these sugar mills without recovery of earlier loans.

Overall, fiscal liabilities including public debt and public account liabilities
were 31.21 per cent of the GSDP (excluding Gol back-to-back loans of ¥ 4,352
crore in lieu of GST compensation shortfall which are not to be repaid by the
State from its sources). The debt grew by 11 per cent over previous year. The
State Government raised public debt of I 49,465 crore and repaid
329,498 crore. During the year, outgo because of interest payments was equal
to 19 per cent of Revenue Expenditure and 25 per cent of Revenue Receipts.

The State Government received I 91.59 crore (1.20 per cent) as interest on
outstanding loans during 2020-21 while paid interest at 7.46 per cent on
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outstanding debt. The State Government raised loans during 2020-21 on an
average interest rate of 6.50 per cent per annum.

The State Government had not invested funds of ¥ 5,230.50 crore available
under SDRF, State Compensatory Afforestation Fund and Restoration and
rehabilitation of mines and minerals.

2.9 Recommendations

The Government may consider:

® Reviewing the working of State PSUs, which are incurring huge losses and
formulate a strategic plan for their revival or closer as the case may be;

e To evolve a system of timely recovery of outstanding loans against
Co-operative Sugar Mills, Haryana State Cooperative Agriculture and Rural
Development Bank and other loanee entities; and

e To invest reserve funds so that the intended purpose of these funds could be
achieved for which these funds were created.
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Chapter 3: Budgetary Management

3.1  Budget Process

In compliance with Article 202 of the Constitution of India, in respect of every
financial year, a statement of the estimated receipts and expenditure of the State
for that year, called “the annual financial statement (Budget)” is to be laid before
the State Legislature. The estimates of the expenditure show ‘charged’ and
‘voted’ items! of expenditure separately and distinguish expenditure on revenue
account from other expenditure. Legislative authorisation is necessary before
incurring any expenditure by the State Government.

As per the Punjab Budget Manual, as adopted by Haryana, the Finance
Department is responsible for preparation of the annual budget by obtaining
estimates from various departments. The departmental estimates of receipts and
expenditure are prepared by Controlling Officers on the advice of heads of the
departments and submitted to the Finance Department on prescribed dates. The
Finance Department consolidates the estimates and prepares the Detailed
Estimates called ‘Demand for Grants’. The State budget comprises following
documents as given in Chart 3.1.

Chart 3.1: Detail of State Budget Documents

Budget

|

Detailed Estimates Detailed Estimates of Detailed Estimates
of Receipts Revenue of Capital

State’s Own Revenue Capital Outlay for
(Tax and Non-Tax) creation of assets
Central Devolution Repayment of Debt
(Taxes and Grants) and Disbursement

of Loans and
Advances
— Receipt of Debt,

Loans and Advances

Committed Provision for . .
. . Provisions for
Expenditure i.e. Centrally S
5 . State’s Schemes/
Salaries, Pension, Sponsored Prosrammes
Interest, etc. Schemes g

Charged expenditure: Certain categories of expenditure (e.g. salaries of Constitutional
authorities, loan repayments, etc.), constitute a charge on the Consolidated Fund of the
State and are not subject to vote by the Legislature. Voted expenditure: All other
expenditure is voted by the Legislature.
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The various components of budget are depicted in the Chart 3.2.

Chart 3.2: Total Budget provision vis-a-vis expenditure during 2020-21
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Accounts

Summary of total provision, actual disbursements and savings during
financial year

A summarised position of total budget provision, disbursement and savings with
its further bifurcation into voted/charged during 2016-21 is given in Table 3.1.

Table 3.1: Disbursement and Saving/Excess during 2016-21
(R in crore)

Year Total Budget Provision Disbursement Saving
Voted Charged Voted Charged Voted Charged
2016-17 92,200.76 20,458.70 | 76,947.96 | 16,121.70 15,252.80 4,337.00
2017-18 1,02,879.77 22,110.63 84,418.03 18,544.66 18,461.74 3,565.97
2018-19 1,07,759.20 33,973.70 | 90,304.44 | 31,058.32 17,454.76 2,915.38
2019-20 1,19,003.62 37,446.09 98,167.61 31,688.66 20,836.01 5,757.43
2020-21 1,27,589.40 5241544 | 9553591 | 46,873.19 32,053.49 5,542.25
Source: Appropriation Accounts of the respective years.
3.2  Appropriation Accounts

Appropriation Accounts are accounts of the expenditure of the Government for
each financial year, compared with the amounts of grants voted and
appropriations charged for different purposes as specified in the schedules
appended to the Appropriation Act passed under Article 204 of the Constitution
of India. Appropriation Accounts are on Gross basis. These Accounts depict the
original budget provision, supplementary grants, surrenders and
re-appropriations distinctly and indicate actual capital and revenue expenditure
on various specified services vis-a-vis those authorised by the Appropriation
Act in respect of both charged and voted items of budget. Appropriation
Accounts, thus, facilitate understanding of utilisation of funds, the management
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of finances and monitoring of budgetary provisions and are, therefore,
complementary to the Finance Accounts.

Audit of appropriations by the CAG seeks to ascertain whether the expenditure
actually incurred under various grants is in accordance with the authorisation
given under the Appropriation Act and that the expenditure required to be
charged under the provisions of the Constitution (Article 202) is so charged. It
also ascertains whether the expenditure incurred is in conformity with the laws,
relevant rules, regulations and instructions.

3.3 Comments on integrity of budgetary and accounting process

3.3.1 Expenditure incurred without authority of law

No money shall be withdrawn from the Consolidated Fund of the State except
under appropriation made by law passed in accordance with the provisions of
Article 204 of the Constitution. Paragraph 14.1 of the Punjab Budget Manual
provides that expenditure on new scheme should not be incurred without
provision of funds except after obtaining additional funds by re-appropriation,
supplementary grant or appropriation or an advance from the Contingency Fund
of the State. It was, however, observed that an expenditure of I 147.67 crore,
was incurred in four cases (X one crore or more in each case) (Detail given in
Table 3.2) under various components of four grants during the year 2020-21
without having any provision in the original budget estimates/supplementary
demands and without issuing any re-appropriation orders to this effect.

Table 3.2: Detail of expenditure incurred without provision

Sr. Major Head/Minor/Sub Heads of Expenditure Amount
No. (R in crore)
Grant No. 8- Buildings and Roads

1. 3054-Roads and Bridges, 80-General, 797-Transfer to/ from 78.54

Reserve Fund/ Deposit Account, 99- Transfer from CRF-Inter
Account Transfer

Grant No.19- Welfare of Scheduled Castes and Backward Classes (SCs and BCs)

2. 2225- Weltare of Scheduled Castes, Scheduled Tribes, Other 2.19
Backward Classes and Minorities, 01- Welfare of Scheduled Castes,
800- Other Expenditure, 85- Monetary relief to the victim of
Atrocities

Grant No. 34-Transport

3. 5053-Capital Outlay on Civil Aviation, 60- Other Aeronautical 31.94
Services, 800- Other expenditure, 97- Construction & Repair of
Buildings

Grant No. 35-Tourism

4, 3452-Tourism, 80 - General, 190- Assistance to Municipalities/ 35.00
Municipal Councils, 99 - Haryana Tourism Corporation Limited
Total 147.67

Source: Appropriation Accounts.
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3.3.2 Unnecessary or excessive supplementary grants

As per Article 205 of the Constitution, a Supplementary or Additional Grant or
Appropriation over the provision made by the Appropriation Act for the year,
can be made during the current financial year but not after the expiry of current
financial year.

Supplementary provisions aggregating to I 7,099.99 crore obtained in 22 cases,
involving ¥ 50 lakh or more in each case during the year proved unnecessary as
the expenditure did not come up to the level of the original provisions. In eight
cases, supplementary provision of ¥ 12,323.67 crore was excessive as detailed in
Appendix 3.1. On the other hand, in one case supplementary grant of I 3.50 crore
(Grant No. 35-Tourism) was not adequate to meet the requirement (Chart 3.3).

Chart 3.3: Unnecessary, Excessive and Insufficient Supplementary Provisions
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Source: Appropriation Accounts

As such, the supplementary provisions were either unwarranted or excessive in
large number of cases. The Government may consider preparing realistic
budget estimates to avoid large savings and supplementary provisions.

3.3.3 Excessive/unnecessary re-appropriation of funds

Re-appropriation is transfer of funds within a grant from one unit of
appropriation, where savings are anticipated, to another unit where additional
funds are required. Re-appropriation proved injudicious in view of excessive
surrenders or insufficient augmentation and resulted in excesses of over
< 2,587.99 crore in 71 sub-heads and savings of over ¥ 5,500.67 crore under 45
sub-heads against benchmark of more than ¥ one crore in each case as detailed
in Appendix 3.2. Excesses/Savings were more than ¥ 10 crore under
48 sub-heads. In 107 cases, reduction of provisions through re-appropriation
proved injudicious, as the actual expenditure was more than the original and

2 Sr. No. 4, 8, 19, 26, 33, 34, 50, 79, 92 and 97 of Appendix 3.2.
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supplementary provisions and in 17° cases, where the entire amount of original
provision was surrendered through re-appropriation, expenditure was incurred
against non-available provision due to re-appropriation. Similarly, in 16* cases,
the re-appropriation of funds proved injudicious, as the actual expenditure was
more than the funds provided through original and re-appropriation.

334 Non-surrendering and excess surrendering of funds

At the close of the year 2020-21, in 72 cases funds of more than ¥ 10 crore in
each case were surrendered. In these cases, the total provision was < 1,78,979.29
crore and actual expenditure was I 1,41,422.19 crore resulting in savings of
I 37,557.10 crore. Out of this, I 35,380.43 crore were (Appendix 3.3)
surrendered, I 2,176.67 crore were still in excess of expenditure incurred,
indicating inadequate budgetary and financial control.

Further, analysis revealed that in 17 cases against the savings of
3 13,725.15 crore, % 9,478.52 crore were surrendered and ¥ 4,246.63 crore were
not surrendered which was against the provisions of paragraph 13.2 of Punjab
Budget Manual (also applicable to Haryana). In 34 cases, I 17,875.12 crore
were surrendered where the saving was lower at I 15,805.16 crore. In 21 cases
all the savings of ¥ 8,026.79 crore were surrendered. Reasons for less/excess
surrendering of funds were not intimated by the State Government.

3.3.5 Savings

Complete accuracy of estimates may not always be possible; but where the
omission or inaccuracy is the result of lack of forethought, neglect of the
obvious or unrealistic estimating, it is a matter of concern. All estimating
Officers should strive to provide in the budget for everything that can be
foreseen and to provide only as much as is necessary. The Administrative and
Finance Departments should consider this while exercising final check on the
estimates.

Budgetary allocations based on unrealistic proposals, overstretching the
potential of resource mobilisation, poor expenditure monitoring mechanism,
weak scheme implementation capacities/weak internal controls promote release
of funds towards the end of the financial year. Excessive savings in some heads
also deprive other Departments of the funds, which they could have utilised.

(i) Savings vis-a-vis allocations

There were overall savings of I 37,595.74 crore. Out of these, in 44 cases,
savings were X 36,450.08 crore registering saving of more than ¥ 100 crore in
each case (Appendix 3.4). In these 44 cases, against a total provision of

3 Sr.No.9,10, 11,12, 13, 14, 15, 16, 59, 60, 69, 70, 98,99, 110, 111 and 113 of Appendix 3.2.
4 Sr.No.?20,23,27,28,35,38,47,58, 78,87, 103, 104, 103, 106, 112 and 116 of the Appendix 3.2.
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< 1,74,911.24 crore, actual expenditure was I 1,38,461.16 crore and savings
were ¥ 36,450.08 crore. The cases in which there was substantial saving have
been listed in Table 3.3.

Table 3.3: Detail of cases in which savings were more than ¥ 500 crore
(X in crore)

Sr. | Number and name of the Grant Original | Supplementary | Total Actual Saving
No.
Revenue (Voted)
1 9-Education 17,270.83 Nil | 17,270.83 | 13,313.41 | 3,957.42
2 13-Health 5,567.50 742.35| 6,309.85| 5,080.95| 1,228.90
3 15-Local Government 4,978.01 2,336.13 7,314.14 | 3,548.31 | 3,765.83
4 24-Trrigation 2,654.68 Nil |  2,654.68 | 1,521.67 | 1,133.01
5 27-Agriculture 3,612.63 430.22 4,042.85| 2,348.08 | 1,694.77
6 32-Rural and Community 5,973.60 921.70 6,895.30 | 4,484.00| 2,411.30
Development
7 36-Home 5,356.76 90.00| 5,446.76| 4,644.54| 802.22
8 40-Energy and Power 6,710.29 997.02 7,707.31| 5,810.98 | 1,896.33
Revenue Charged
9 | 6-Finance | 18,304.58 Nil | 18,304.58]17,114.67 1,189.91
Capital Voted
10 | 8-Buildings and Roads 2,477.69 Nil | 2,477.69| 1582.60| 895.09
11 | 9-Education 1,600.00 Nil|  1,600.00 283.78 | 1,316.22
12 13-Health 966.00 319.00 1,285.00 768.29| 516.71
13 14-Urban Development 1,450.00 Nil 1,450.00 564.29 885.71
14 | 23-Food and Supplies 16,002.56 Nil | 16,002.56 | 13,152.68 | 2,849.88
15 | 24-Trrigation 2,155.87 Nil | 2,155.87| 1,327.45| 828.42
16 38-Public Health and Water Supply 1,500.51 482.25 1,982.76 949.22 | 1,033.54
Capital (Charged)
17 | Public Debt | 22,591.81] 11,072.60] 33,664.41]29,497.60 | 4,166.81

Further, scrutiny of savings in above mentioned grants revealed that during
2020-21 in 47 schemes (other than salary/establishments), the savings were
more than I 100 crore (Appendix 3.5).

Savings of such a magnitude are indicative of defective budgeting as well as
shortfall in performance in a grant or appropriation.

Chart 3.4 categorises the grants/appropriations according to percentage of

savings against budget allocations.

Chart 3.4: Number of Grants/Appropriations grouped by the
percentage of savings along with total savings in each group
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(ii) Persistent savings

Further, scrutiny of grants and appropriation showed that during the last five
years, 17 grants in Revenue Voted, seven grants under Capital Voted and one
appropriation showed persistent savings of more than ¥ 10 crore and above which
were also 10 per cent or more of the total grants. Detail of grants/appropriation
with savings during the year 2016-17 to 2020-21 are given in Table 3.4.

Table 3.4: Grants indicating persistent savings
(X in crore)

Sr. No. |Number and name of the grant Amount of savings
2016-17] 2017-18] 2018-19] 2019-20] 2020-21
Revenue (Voted)
1. |07-Planning and Statistics 283.17 10.76 22.00 18.24 10.02
(62) (26) (37) (34) (22)
2. 11-Sports and Youth Welfare 105.84| 211.20f 114.86 114.93 179.97
(25) (46) (29) (28) (60)
3. 14-Urban Development 12.47 53.95 38.93 477.33 53.06
(13) (51) (36) (82) (43)
4, 15-Local Government 879.77| 1,462.93| 2,168.63| 2,263.66| 3,765.83
(25) (27) (43) (41) (51)
5. 17-Employment 16.12 56.52 45.37 69.75 243.03
(23) (24) (13) (15) (37)
6. 18-Industrial Training 52.67| 122.11| 185.11 201.65 350.68
(19) (29) (37) (31) (43)
7. 19-Welfare of SCs and BCs 213.79| 357.63| 325.97 226.64 139.49
(27) (47) (45) (44) 27
8. 21-Women and Child Development 368.88| 232.26| 476.58 409.27 362.76
(33) (22) (34) (29) (24)
9. 24-Irrigation 512.12| 519.63| 214.32 265.50| 1,133.01
(27) (27) (13) (15) (43)
10. |25-Industries 436.29| 234.39| 343.58 60.84 69.71
(62) (64) (61) (19) (24)
11. [27-Agriculture 826.91| 648.44| 956.78| 1,542.96| 1,694.77
(43) (34) (35) (50) (42)
12.  |28-Animal Husbandry 110.83 88.83| 107.55 183.11 291.09
(15) (12) (12) (18) (25)
13.  |30-Forest and Wild Life 97.95| 142.21| 143.96 178.39 66.77
(26) (31) (32) (35) (12)
14.  [32-Rural and Community 366.90| 1,193.68| 1,261.75| 1,341.36| 2.411.30
Development (10) (26) (26) (25) (35)
15. |34-Transport 283.94| 277.38| 406.76| 387.16|  489.67
(13) (12) (16) (16) (22)
16. |37-Elections 1124 3815 3063| 17111 29.76
(20) (53) (40) (56) (33)
17.  |43-Prisons 26.45 50.37 70.49 60.26 61.59
(12) (20) (25) (22) (20)
Capital (Voted)
18.  [8-Buildings and Roads 1,725.37| 1,154.34| 882.13| 1,497.83 895.09
(46) 31 (24) (34) (36)
19. |13-Health 326.20| 415.16| 422.80 371.78 516.71
64 (71) (75 (54) (40)
20. |18-Industrial Training 16.99 14.30 53.33 32.13 58.99
(36) (37) (78) (42) (48)
21. |21-Women and Child Development 37.37| 110.87 77.01 127.84 114.85
(34) (64) (48) (88) (67)
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Sr. No. |Number and name of the grant Amount of savings
2016-17| 2017-18| 2018-19| 2019-20| 2020-21
22. |34-Transport 149.58 45.64| 163.57 488.07 224.70
(57) (17) (47) (88) (53)
23. |35-Tourism 35.63 50.48 23.70 10.55 36.88
(49) (75) (50) (27) (57)

24. |38-Public Health and Water Supply 310.50| 273.98| 294.53 296.86| 1,033.54
(25) (19) (17) (20) (52)

Capital (Charged)
25. |Public Debt 4,401.67| 3,606.12| 2,081.88| 4,481.64| 4,166.81
(45) (36) (11) (22) (12)
* Figures in parenthesis show percentage of savings to total provision

Further, scrutiny of savings during the last three years revealed that 56 schemes
under Revenue and Capital Heads showed persistent savings in which budget
provision was < five crore or more and saving above 50 per cent of total
provision. Detail of schemes with savings during the year 2018-19 to 2020-21
are given in Appendix 3.6.

iii) Unutilised provision

Paragraph 5.3 of Punjab Budget Manual, also applicable in Haryana State
provided that the budget estimates should be as close to accurate as possible
and that the provision to be included in respect of each item should be based on
what is expected to be paid or spent during the financial year. During scrutiny
of Appropriation Accounts, it was observed that the entire budget provision of
< 5,731.77 crore (above X 10 crore) made for 52 schemes remained unutilised
which were surrendered due to non-implementation of the scheme as detailed
in Appendix 3.7. These 52 schemes included 16 schemes under the concept of
Performance Linked Outlay (PLO) with budgetary provision of I 2,529.73
crore. PLO was classified at scheme level and was provided as a buffer for re-
appropriation to other schemes to encourage administrative departments to
perform better (in terms of financial expenditure) and avail additional
availability of resources through re-appropriation wherever required.

3.3.6 Excess expenditure and its regularisation

As per Article 204 of the Constitution of India, no money shall be withdrawn from
Consolidated Fund of the State except under appropriation made by law passed in
accordance with the provisions of the Article. Further, as per Article 205 of the
Constitution of India, it is mandatory for the State Government to get excesses over
grants/appropriations regularised by the State Legislature. Although no time limit
for regularisation of expenditure has been prescribed under the Article, the
regularisation of excess expenditure is done after the completion of discussion of
the Appropriation Accounts by the Public Accounts Committee.

3.3.6.1 Excess Expenditure

An expenditure of I 50.94 crore was incurred against the total budget provision
of ¥ 29.01 crore. Thus, there was excess disbursement of I 21.93 crore against
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the budget provision of I 29.01 crore under Grant No. 35-Tourism during the
year 2020-21. Under Major Head-3452 related to Tourism, the excess was
mainly due to expenditure of ¥ 35 crore incurred without budget provision
against grant-in-aid to Haryana Tourism Corporation Ltd. As such under Grant
No. 35-Tourism, excess expenditure of I 21.93 crore incurred during the year
2020-21 was in excess over the authorisation made by the State Legislature and
required to be regularised.

Excess disbursements of I 41.54 crore under three Appropriations pertaining to the
year 2018-19 and excess disbursements of T 153.39 crore under two grants pertaining
to the year 2019-20 are yet to be regularised by the State Legislature (August 2021).
This is required as per provisions of Articles 204 and 205 of the Constitution.

3.4 Comments on effectiveness of budgetary and accounting process

34.1 Budget projection and gap between expectation and actual

Efficient management of tax administration/other receipts and public
expenditure holds the balance for achievement of various fiscal indicators.
Budgetary allocations based on unrealistic proposals, poor expenditure
monitoring mechanism, weak scheme implementation capacities and weak
internal controls lead to sub-optimal allocation among various developmental
needs. Excessive savings in some departments deprive other departments of the
funds, which they could have utilised.

The total provision for expenditure in 2020-21 was I 1,80,004.84 crore. The
actual gross expenditure during the year was ¥ 1,42,409.10 crore. This resulted in
savings of T 37,595.74 crore (20.89 per cent) in 2020-21 as detailed in Table 3.5.

Table 3.5: Summarised position of Actual Expenditure vis-a-vis Budget
(Original/Supplementary) provisions during the year 2020-21

(X in crore)

Nature of Original grant/ | Supplementary Total Actual Saving (-)/
expenditure Appropriation grants/ expenditure | Excess (+)
appropriation
I Revenue 87,610.96 7,501.61 95,112.57 73,367.01 | (-) 21,745.56
E 11 Capital 29,611.36 852.95 30,464.31 20,443.20 | (-) 10,021.11
> [III Loans and 1,212.52 0.00 1,212.52 925.70 (-) 286.82
Advances
Total Voted 1,18,434.84 8,354.56 | 1,26,789.40 | 94,735.91 | (-) 32,053.49
3 IV Revenue 18,551.03 0.00 18,551.03 17,304.31 (-) 1,246.72
g0 |V Capital 200.00 0.00 200.00 71.28 (-) 128.72
£ VI Public Debt 22,591.81 11,072.60 | 33,664.41 29,497.60 | (-) 4,166.81
< Repayment
Total Charged 41,342.84 11,072.60 | 52,415.44 | 46,873.19 | (-) 5,542.25
Appropriation to - 800.00 800.00 800.00 -
Contingency Fund
Grand Total 1,59,777.68 20,227.16 | 1,80,004.84 | 1,42,409.10 | (-) 37,595.74

Source: Appropriation Accounts.

Note:

The expenditure shown above are gross figures without taking into account the

recoveries adjusted in the accounts as reduction of expenditure under Revenue
Head (X 724.72 crore) and Capital Head (X 14,644.77 crore).
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Supplementary provision of I 20,227.16 crore constituted 13 per cent of the
original provision as against six per cent in the previous year.

Chart 3.5: Budget Utilisation during 2016-17 to 2020-21
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The State Government prepared the original budget of ¥ 1,19,751.97° crore for
revenue expenditure, capital expenditure and disbursement of loans and
advances for the year 2020-21 and revised it to ¥ 1,03,156.85 crore, against
which actual expenditure was I 96,742 crore. Trends in the original budget,
revised estimate, and actual expenditure for the period 2016-17 to 2020-21 are
given in Table 3.6.

Table 3.6: Original budget, revised estimate and actual expenditure during 2016-21
(R in crore)

2016-17 2017-18 2018-19 2019-20 2020-21
Original Budget 88,781.96 | 92,384.38 | 1,02,732.54 | 1,11,908.84 | 1,19,751.97
Revised Estimate 84,132.15 | 93,685.52 | 1,02,779.09 | 1,08,203.33 | 1,03,156.85
Actual Expenditure | 79,781.44 | 88,190.15 93,217.78 | 1,03,823.39 96,742.00
Saving 4,350.71 5,495.37 9,561.31 4,379.94 6,414.85

Source: Budget at a glance and Finance Accounts for respective years

3.4.2 Major policy pronouncements in budget and actual expenditure

Some major policy pronouncements in budget and actual expenditure there

against are given in Table 3.7.

figures.

Recoveries under revenue and capital heads have been excluded from the gross budget
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Table 3.7: Major policy pronouncements in budget and
actual expenditure during the year 2020-21

(X in crore)

Sr. | Name of the Scheme and Classification Budget Actual Savings (+)/
No. Provisions expenditure | Excess (-)
1 Scheme for Management of Crop Residue (2401-113-82) 453.50 7.49 (-)446.01
2 Scheme for Rashtriya Krishi Vikas Yojna (2401-109-80) 340.00 70.97 (-)269.03
3 Rural Roads- Construction of Roads in Haryana State 150.00 128.04 (-)21.96
Construction stregthening /widening and improvement of
roads (5054-03-337-88-99)
4 Vidhayak Adarsh Gram Yojana (VAGY) (2515-106-99) 180.20 124.59 (-)55.61
5 Haryana Gram Uday Yojana for up-gradation of 100.00 97.06 (-)2.94
infrastructure renamed as Deenbandhu Haryana Gram
Uday Yojana (4515-101-99)
6 Financial Assistance to Panchayati Raj Institutions on the 925.00 1,021.80 96.80
recommendation of State Finance Commission
(2515-101-89)
7 Scheme for Sanitation under Swachh Bharat Mission 245.00 80.77 (-)164.23
(Gramin)-Normal Plan (2515-102-93-99)
8 Installation of Solar Water Pumping System in the State 200.00 199.81 (-)0.19
(2810-101-98)
9 Ayushman Bharat Haryana Health Protection Mission 277.75 22.22 (-)255.53
(2210-80-199-99)
10 Financial Assistance to Destitute Children 251.00 278.02 27.02
(2235-02-102-99)
11 Old Age Samaan Allowance Scheme (2235-60-102-98) 4,100.00 3,697.52 (-)402.48
12 Supplementary Nutrition Programme (2235-02-101-95) 100.00 167.99 67.99
13 Vishwakarma Skill University at village Dudhola District 160.00 105.00 (-)55.00
Palwal (2230-03-001-91)
Total 7,482.45 6,001.28 (-)1,481.17

Source: Finance and Appropriation Accounts

As evident from above, against the total budget provision of I 7,482.45 crore,
expenditure of ¥ 6,001.28 crore (80.20 per cent) was incurred on these schemes
during the year 2020-21. Out of 13, in four schemes, the expenditure was less than
50 per cent of the budget provision. The reasons quoted were non-receipt of funds
from Gol and other financial institutions, non-finalisation of project layouts,
economy measures, etc. This deprived the beneficiaries of intended benefits.

343 Rush of expenditure

Rush of expenditure particularly in the closing months of the financial year is
regarded as a breach of financial propriety and should be avoided. Contrary to
this, in respect of 31 heads under 22 grants/appropriations listed in
Appendix 3.8, expenditure exceeding I 10 crore and more than 50 per cent of
the total expenditure for the year was incurred during the last quarter of the year.

In these cases, out of the expenditure of ¥ 15,611.14 crore incurred during the
year 2020-21, expenditure of ¥ 5,843.46 crore (37 per cent) was incurred during
the month of March 2021. As such, against the target of 30 per cent for last
quarter, 37 per cent expenditure was incurred in one month only and 60 per cent
in last quarter. Rush of expenditure during the last quarter, especially during the
month of March shows non-adherence to the financial propriety.

The State Government may consider devising suitable mechanism to avoid rush
of expenditure in the last quarter/month of the financial year.
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344 Review of selected grants

A review of budgetary procedure and control over expenditure in respect of two
selected grants i.e. 21- Women and Child Development and 27-Agriculture was
conducted wherein magnitude of variations in original grants, supplementary
demands and actual expenditure were analysed.

3.44.1 Grant No. 21-Women and Child Development

Grant No. 21-Women and Child Development includes three Major Heads, i.e.
2235- Social Security and Welfare, 2236-Nutrition and 4235-Capital Outlay on
Social Security and Welfare in which expenditure was incurred on various
schemes during the year 2020-21.

@) Budget and Expenditure

The overall position of budget provisions, actual expenditure and savings under
the functional Heads of the grant for 2018-19 to 2020-21 is given in Table 3.8.

Table 3.8: Budget and Expenditure under Women and Child Development Grant

(R in crore)
Year Budget provision Expenditure | Un-utilised provision
Revenue Total Capital Total and its percentage
Original |Supplementary Original |Supplementary Revenue |Capital |Revenue |Capital
2018-19| 1,217.97 197.20| 1,415.17| 159.76 Nil| 159.76 938.59| 82.75| (-)476.58| (-)77.01
(34) (48)
2019-20 | 1,352.88 70.50( 1,423.38| 144.10 1.67|145.77| 1,014.11| 17.93| (-)409.27| (-)127.84
29) (88)
2020-21| 1,415.34 100.00| 1,515.34| 172.02 Nil*|172.02| 1,152.58| 57.17| (-)362.76| (-)114.85
(24) 67)

Source: Appropriation Account

* Negligible amount

Against 