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| CHAPTER-III
| BUDGETARY MANAGEMENT

This Chapter deals with the integrity, transparency and effectiveness of the
budgetary process and allocative priorities, including supplementary grants,
and the concomitant financial management, assessing whether decisions taken
at the policy level are implemented at the administrative level without
diversion of funds.

3.1 Budget Process

The annual exercise of budgeting is a means for detailing the roadmap for
efficient use of public resources. Uttar Pradesh Budget Manual (UPBM)
specifies the Budget preparation process for the Government of Uttar Pradesh.

As per Para 8 of UPBM, the Finance Department is responsible for the
preparation of the annual budget. The Heads of Departments and other
estimating officers prepare the estimates for each head of account with which
they are concerned and forward these to the Finance Department. The budget
is prepared on the basis of the material furnished by the departmental officers
and the administrative departments of the Secretariat. The budget preparation
process is given in Chart 3.1.

Chart 3.1: Budget preparation process

Budgetary
process

Stale’s own

Net Borrowings
(Internal and

External Debt) - - includes establishment
Provide for Committed expenditure including

Expenditure Salaries, Pension, PF, etc. i

Resources for State's
Nagship schemes are
generally allocaled by
Finance Department in
consultation with
Administrative
Departments.

CSS, CS, EAPs, otc.

Allocation for State's
flagship schemes/
programmes

Demands for Grants
are placed in Budget

CSS: Centrally Sponsored Schemes; CS: Central Schemes; EAPs: Externally Aided Projects.
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After the finalisation of the Budget with the inclusion of provisions therein for
new expenditure, it is presented, under Article 202 of the Constitution, to both
the Houses of the State Legislature on the recommendation of the Governor.
After the Grants have been voted by the Legislative Assembly, a Bill to
provide for the appropriation out of the Consolidated Fund of the State of all
moneys required to meet the Voted as well as the Charged expenditure is
introduced in the Legislative Assembly. When the Appropriation Bill is passed
by both the Houses of the Legislature and it has also received the assent of the
Governor, the amounts shown therein can be expended during the financial
year concerned.

Article 205 of the Constitution of India prescribes that a Supplementary Grant
or Appropriation over the provisions passed in the Appropriation Act for the
year can be made during the current financial year to meet expenditure where
provisions of the Appropriation Act is found to be insufficient, or when a
need has arisen during the current financial year for supplementary or
additional expenditure upon some new service not contemplated in the original
budget, or if any money has been spent on any service during a financial year
in excess of the amount granted for that service and for that year.

Apart from supplementary grant, re-appropriation can also be used to
re-allocate funds within the same Grant or Charged Appropriation.
Re-appropriation is the transfer, by competent authority, of savings from one
unit of appropriation to meet additional expenditure on existing service under
another unit within the same section (viz., Revenue-Voted, Revenue-Charged,
Capital-Voted, Capital-Charged) of the Grant or Charged Appropriation. The
various components of budget for the year 2021-22 are depicted in Chart 3.2.

Chart 3.2: Budget Components for the year 2021-22
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Source: Uttar Pradesh Annual Financial Statement and Appropriation Accounts for the year 2021-22.

Appropriation Accounts depict the original budget provision, supplementary
grants, re-appropriations and surrenders distinctly and indicate actual capital

64



Chapter 111 — Budgetary Management

and revenue expenditure on various specified services vis-a-vis those
authorised by the Appropriation Act under Articles 204 and 205 of the
Constitution of India in respect of both Charged and Voted items of budget.
Audit of appropriations by the CAG seeks to ascertain whether the
expenditure actually incurred under various grants is within the authorisation
given under the Appropriation Act and that the expenditure required to be
charged under the provisions of the Constitution is so charged. It also
ascertains whether the expenditure so incurred is in conformity with the law,
relevant rules, regulations and instructions.

3.1.1 Summary of total provisions, actual expenditure and savings
during 2021-22

Summarised position of total budget provisions, expenditure and savings are
given in Table 3.1.

Table 3.1: Budget provisions, expenditure and savings during 2021-22

R in crore)
Total Budget provision Expenditure Savings
Voted Charged Voted Charged Voted Charged
Revenue 3,78,215 46,529 2,93,995 45,530 84,220 999
Capital 1,37,955 38,992 80,806 28,734 57,149 10,258

Source: Appropriation Accounts 2021-22

During the financial year 2021-22, the actual expenditure was substantially
lower than the budget provisions both under Revenue and Capital Sections
which witnessed savings of 20.06 per cent and 38.09 per cent. The total
expenditure against the budget provision was 77.73 per cent in Revenue Voted
section, 97.85 per cent in Revenue Charged section, 58.57 per cent in Capital
Voted section and 73.69 per cent in Capital Charged section of Grants/
Appropriations.

3.1.2 Charged and Voted expenditure

Break-up of total expenditure into Charged and Voted and savings thereon and
trend analysis during the period 2017-22 is detailed in Table 3.2

Table 3.2: Expenditure under Voted and Charged during the period 2017-22

R in crore)
Revenue Capital
Expenditure Savings Expenditure Savings

Voted Charged Voted Charged Voted Charged Voted Charged

2017-18 | 2,26,083 41,806 59,686 4,111 51,973 15,014 | 23,000 6,972
2018-19 | 2,47,287 58,976 51,703 433 82,792 20,729 | 27,377 9,838
2019-20 | 2,66,083 35,367 64,113 22,640 75,556 22,420 | 27,637 12,993
2020-21 | 2,63,323 39,047 81,777 25,080 66,856 26,798 | 33,551 8,139
2021-22 | 2,93,995 45,530 84,220 999 80,806 28,734 | 57,149 10,258

Source: Appropriation Accounts of respective years

Table 3.2 shows that during the period 2017-20, the expenditure under
Revenue Voted Section has consistently risen from ¥ 2,26,083 crore during the
year 2017-18 to T 2,66,083 crore during the year 2019-20 which decreased
marginally to ¥ 2,63,323 crore in the year 2020-21 and further increased to
T 2,93,995 crore in the year 2021-22. During the year 2021-22, the
expenditure under Revenue Voted Section was 11.65 per cent higher than the
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expenditure during the previous year. However, savings under Revenue Voted
section has increased from 26.40 per cent in 2017-18 to 28.65 per cent in the
year 2021-22, which is reflecting widened gap between planning and execution.

Similarly, expenditure under Capital Voted section was volatile during the
period 2017-22 and it was highest (X 82,792 crore) during the year 2018-19
and lowest (X 51,973 crore) during the year 2017-18. During the year 2021-22,
the expenditure under Capital Voted Section (X 80,806 crore) was 20.87 per
cent higher than the expenditure during the previous year. However, saving
under Capital Voted section has increasing trend from ¥ 23,000 crore in
2017-18 to ¥ 57,149 crore in the year 2021-22, which is reflecting widened
gap between planning and execution.

‘ 3.2 Comments on integrity of budgetary and accounting process

Deviations from prescribed budgetary and accounting process procedures are
discussed in this section.

‘ 3.2.1 Regularisation of excess expenditure of previous financial years

Article 205(1)(b) of the Constitution provides that if any money has been
spent on any service during a financial year in excess of the amount granted
for that service, then for that year, the Governor shall cause to be presented to
the Legislative Assembly of the State, a demand for such excess.

Para 137 of UPBM lays down that if after the close of the year, it is revealed
that any expenditure was incurred under any Grant or Charged Appropriation
in excess of the total appropriation for that year under that Grant or Charged
Appropriation, the excess expenditure should be regularised, on the basis of
the recommendation of the Committee on Public Accounts, by presenting to
the Legislative Assembly demands for excess grants as required under
Article 205(1)(b) of the Constitution.

Excess disbursements amounting to ¥ 32,533.46 crore under 104 grants and
48 appropriations pertaining to the years 2005-06 to 2020-21, as commented
in the Appropriation Accounts of respective years, are yet to be regularised by
the State Legislature as detailed in Table 3.3.

Table 3.3: Excess expenditure of previous financial years

(R in crore)

Description of Grant/ Appropriation Amounts of excess
expenditure
required to be
regularised

2005-06 Revenue Voted- 8,12,53,55,57,58,72 869.05
Capital Voted-15,16,18,23, 33, 34,37,38,40, 55,56, 57,58,73,75,96
Revenue Charged-1,52; Capital Charged-52,55

2006-07 Revenue Voted-9,13,55,58,61,62,73,91,95 2,484.47
Capital Voted-3,16,31, 37, 55,57,58,89,96
Revenue Charged-2,3,10,52,62,89

2007-08 Revenue Voted-51,55,57,58,62; Capital Voted-13,16,55,58,63,83,96 3,610.65
Revenue Charged-51,66

2008-09 Revenue Voted-62,96; Capital Voted-55,58,96 3,399.42
Revenue Charged-52

2009-10 Revenue Voted-58; Capital Voted-1,16,55,58,59 1,250.16
Revenue Charged-3,10,16,48,52,66

2010-11 Revenue Voted-30,51,91; Capital Voted-10,55,58 1,702.62
Revenue Charged-10,23,61,82

2011-12 Revenue Voted-21,62,91; Capital Voted-1,55,58 1,889.66
Revenue Charged-13,18,23,61,62,82
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(R in crore)
Description of Grant/ Appropriation Amounts of excess
expenditure

required to be
regularised

2012-13 Revenue Voted-51,57; Capital Voted-55,58 2,380.23
Revenue Charged-55,62,89

2013-14 Capital Voted - 55, 58 2,608.18
Capital Charged - 52

2014-15 Revenue Voted - 57,91; Capital Voted -1,40,55,57,58 2,225.32
Revenue Charged -13

2015-16 | Capital Voted - 55,57,58,87 1,566.71
Revenue Charged - 2,23,52,62

2016-17 | Capital Voted - 55,58,87 5,662.17
Revenue Charged - 89; Capital Charged — 61

2017-18 Revenue Voted- 62; Capital voted-55 1,337.17
Revenue Charged-91; Capital Charged-58

2018-19 Revenue Voted -57; Capital Voted — 55, 57, 58 1,539.44
Revenue Charged — 52; Capital Charged — 10, 21, 55

2019-20 Capital Charged — 55 0.11

2020-21 Revenue Voted -57; Capital Voted —55; 8.10
Capital Charged —55

Total excess expenditure relating to previous years requiring regularisation 32,533.46

Source: Appropriation Accounts of respective years

Excess expenditure vitiates the system of budgetary and financial control and
encourages financial indiscipline in management of public money and its non-
regularisation is an infringement of the constitutional provision. The excess
expenditure over the authorisation and non-regularisation of excess
expenditure have been regularly reported in previous State Finance Audit
Reports of Uttar Pradesh. However, the cases of excess expenditure pertaining
to the years 2005-06 to 2020-21 are yet to be placed before State Legislature
for regularisation by the Finance Department. This is in violation of Articles
204 and 205 of the Constitution, which provides that no money shall be
withdrawn from the Consolidated Fund except under appropriation made by
Law by the State Legislature.

3.2.2 Misclassification of expenditure

The Finance Department has adopted a list of Object heads as primary unit of
appropriation showing economic nature of expenditure. As such, certain
Object Heads correspond only to Revenue nature of expenditure as they do not
result in creation of assets as defined in UPBM. Further, certain Object Heads
can only be associated with capital nature of expenditure since assets are
created from these provisions and need to be budgeted and accounted for
accordingly.

Audit noticed misclassification between revenue and capital expenditure under
Object Heads 14 (Purchase of vehicles), 16 (Payment for commercial and
special services), 25 (Minor construction works), 47 (Computer
maintenance/purchase of relevant stationary) as summarised in Table 3.4 and
Table 3.5.
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Table 3.4: Classification of Revenue expenditure as Capital Expenditure

R in crore)
SI.  Object Object Head Nomenclature Major Head Expenditure
No. Head in 2021-22
1. 16 Payment for commercial and special | 4059 and 5054 10.04
services:

This includes expenses on legal/ expert

services, fee for consultancy services, dues

to examiners, etc.

2. 25 Minor construction works: 4055, 4058, 4059, 148.88

As provided in Financial Hand Book Vol- | 4070, 4202, 4210,

VI para 314, works costing more than | 4216, 4235, 4250,

¥ 1.00 lakh but not more than ¥ 2.00 lakh | 4406, 4702, 4851,

are minor works 4853 and 5054

3. 47 Computer Maintenance / Purchase of | 4202 and 5054 1.20

relevant Stationery:

This includes expenditure on maintenance

of computers and on the purchase of

computer stationery, printer ribbon/

cartridges etc.

Understatement of Revenue Expenditure 160.12
Source: Finance Accounts 2021-22

Table 3.5: Classification of Capital expenditure as Revenue expenditure

R in crore)
SI. | Object Object Head Nomenclature Major Head Expenditure

No. Head in 2021-22
1. 14 Purchase of Vehicles: 2012, 2013, 2014 29.63
This includes expenses on purchase of | and 3475
Motor vehicles for use of government
offices/functional units/ guest houses, etc.
Overstatement of Revenue Expenditure 29.63
Source: Finance Accounts 2021-22

As a result of misclassification between revenue and capital expenditure as
detailed in Table 3.4 and Table 3.5. State’s Revenue Surplus during the year
2021-22 was overstated by ¥ 130.49 crore.

3.2.3 Lump sum budgetary provisions

Availability of reliable, relevant and timely information about the institutional
arrangements for public finance allows for the assessment of a Government’s
financial position and the true cost of government activities. Transparency is a
means to strengthening governance.

As per Para 31 of UPBM, lump sum provisions should not, as a rule, be made
in the estimates except in cases where urgent measures are to be provided for
meeting emergent situations or for meeting preliminary expenses of a
project/scheme which has been accepted in principle for being taken up in the
financial year. Detailed explanations justifying provisions proposed are
required to be given in the budget note accompanying the lump sum estimates.

During the year 2021-22, lump sum provisions of ¥ 7,696.63 crore were made
under various Heads of 18 Grants without indicating scheme details
(Appendix-3.1). Out of these lump sum provisions, actual expenditure of
T4,261.46 crore (55.37 per cent of the provision) was incurred.

In case of Capital (Voted) section of Grant No. 58-Public Works Department
(Communications-Roads), the lump sum provisions of ¥ 4,260.01 crore were
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made for road works, which constituted 27.88 per cent of the budgeted
provisions under Capital (Voted) section of the Grant. Out of this, the actual
expenditure was ¥ 3,533.50 crore. Lump sum provisions without identifying
the exact object of expenditure is against transparent budgetary practices.

3.2.4 Sub-Head/Detailed Head not created for accountal of Green Tax |

The State Government did not create/operate distinct sub-head/detailed
head for accountal of collected Green tax which resulted into receipt of
I 23.86 crore on account of Green Tax not being shown in the
Government account distinctly.

Uttar Pradesh Motor Vehicles Taxation (Amendment) Act 2014 provides that
no motor vehicle other than a transport vehicle shall be used in any public
place after the expiry of validity of registration under the Motor Vehicle Act,
1988 unless a Green Tax at the rate specified by a notification by the State
Government has been paid in respect thereof. The purpose of Green Tax was
to control environmental pollution and the revenue so collected was to be
utilised for protection of environment. Government of Uttar Pradesh notified
(January 2015) that Green Tax at the rate 10 per cent on onetime tax paid at
the time of registration, would be payable at the time of renewal of registration
of motor vehicle.

Information provided (November 2022 and January 2023) by Transport
Commissioner, Government of Uttar Pradesh revealed that the Transport
Department had realised Green Tax amounting to ¥ 23.86 crore from 6,37,833
number of renewals of vehicles other than transport vehicles during the period
2015-16 to 2021-22 as per details given in Table 3.6.

Table 3.6: Detail of Green Tax realised during 2015-16 to 2021-22

R in crore)
Year Number of vehicles from Green Tax realised
which Green Tax
realised

2015-16 53,454 1.49
2016-17 56,320 1.72
2017-18 63,216 2.12
2018-19 72,073 2.66
2019-20 1,27,761 4.40
2020-21 1,33,337 5.24
2021-22 1,31,672 6.23

Total 6,37,833 23.86

Source: Information provided by Transport commissioner

Audit scrutiny revealed that no separate sub-head/detailed head has been
created for accounting of Green Tax and therefore, the same was deposited in
the Major Head-0041-Vehicle Tax along with other taxes levied by the State
Government. As a result, realisation of Green Tax was not ascertainable from
the accounts of State Government. Due to non-operation of separate sub-
head/detailed head for the accounting of Green Tax, the department provided
(July 2022 and November 2022) different figures of green tax realisation for
the years 2020-21 and 2021-22 to Audit. Further, the office of Transport
Commissioner could not provide the status of actual utilisation of Green Tax
for protection of the environment and only stated that Green Tax is State’s
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revenue and funds are allocated by the Government for expenditure on various
schemes in the Department.

The matter was also highlighted in Paragraph 3.2.5 and Paragraph 3.2.4 of the
State Finances Audit Reports for the year ended 31 March 2020 and 31 March
2021 respectively but no corrective action was taken by the Government. The
matter was again reported (August 2022) to the Government, the reply of the
Government is awaited (January 2023).

3.2.5 Incorrect accounting of collection charges under State Goods and
Service Tax

Para 21 of UPBM states that the List of Major and Minor heads of account of
State receipts and disbursements, as prescribed by the Controller General of
Accounts (CGA), Department of Expenditure, Ministry of Finance,
Government of India on the advice of the Comptroller and Auditor General of
India in terms of Article 150 of the Constitution of India should be used for
the classification of heads of account. Further, Rule 26 of Government
Accounting Rules 1990 prescribes that the classification prescribed in the List
of Major and Minor Heads of Accounts of Union and States (including the
code number assigned up to the major heads and minor heads thereunder)
should be strictly followed.

The CGA opened (June 2017) new Major Head 2043-Collection Charges
under State Goods and Service Tax for booking of expenditure related to State
Goods and Service Tax (SGST) with effect from financial year 2017-18.
However, it was observed that the State Government had not operated
MH 2043 and instead, the expenditure related to SGST collection were being
incorrectly booked under MH 2040 (Taxes on Sales, Trades, etc) in Grant No.
89 (Institutional Finance Department — Commercial Tax), which is in violation
of Rule 26 of Government Accounting Rules 1990. The matter was also
highlighted in Paragraph 3.2.6 and Paragraph 3.2.5 of the State Finances Audit
Reports for the year ended 31 March 2020 and 31 March 2021 respectively
but no corrective action was taken by the Government.

3.2.6 Discrepancy in depiction of Central Schemes/Centrally Sponsored
Schemes

The Uttar Pradesh Budget Manual and the Guidelines issued for preparation of
Budget provide that the budget provisions should be made with specified
funding pattern (Central share/ State share/Financial Institution) with
appropriate detailed head under sub-head in respect of Central schemes/
Central Sponsored Schemes.

Scrutiny of Budget Documents for 2021-22 revealed that the aforesaid criteria
for recording funding pattern was not adhered. In case of 14 programmes
under Central schemes/ Centrally Sponsored Schemes (Appendix-3.2) funding
pattern (Central share/ State share/ Financial Institution) was not mentioned
with detailed head. Further, in case of six programmes under Central schemes/
Centrally Sponsored Schemes (Appendix-3.3) the sum total of Central share
and State share was either more, or less than 100 per cent without specifying
any reason and funding share of other Financial Institution/grantee was not
recorded in applicable cases.
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The matter was also highlighted in Paragraph 3.2.7 and Paragraph 3.2.6 of the
State Finances Audit Reports for the year ended 31 March 2020 and 31 March
2021 respectively but no corrective action was taken by the Government.

\ 3.3 Comments on effectiveness of budgetary and accounting process

Details of budgetary allocations, actual disbursement, savings and surrenders
and their impact on envisaged Schemes/Projects are discussed in succeeding
paragraphs.

3.3.1 Budget projection and gap between planning and execution

The summarised position of Budget provisions, Supplementary provisions,
actual expenditure against total budget provisions and savings under Revenue
Voted, Revenue Charged, Capital Voted and Capital Charged sections for the
financial year 2021-22 is detailed in Table 3.7.

Table 3.7: Summarised position of Actual Expenditure vis-a-vis Budget provisions
during the year 2021-22

® in crore)
Nature of expenditure  Original Supple- Total Actual Savings Surrender
grant / mentary Grant/ Expenditure Amount Percen-
Appropria- Grant Appropria- tage
tion tion
Voted I. Revenue | 3,64,831.54| 13,383.41| 3,78,214.95| 2,93,995.35| 84,219.60| 3,895.13 4.62
II. Capital 1,33,083.98 2,166.56| 1,35,250.54 78,592.62| 56,657.92| 3,986.77 7.04
II1. Loans 2,504.19 200.00 2,704.19 2,213.36 490.83 65.84 13.41
&Advances
Total 5,00,419.71| 15,749.97 | 5,16,169.68| 3,74,801.33 | 1,41,368.35 | 7,947.74 5.62
Charged | V. Revenue 46,512.01 17.52| 46,529.53 45,529.60 999.93 10.07 1.01
VII. Capital 110.17 0.00 110.17 8.60 101.57 0.25 0.25
VIIL. Public 38,868.54 13.55| 38,882.09 28,725.94| 10,156.15 2.89 0.03
Debt-
Repayment
Total 85,490.72 31.07| 85,521.79 74,264.14 | 11,257.65 13.21 0.12
Grand Total 5,85,910.43| 15,781.04| 6,01,691.47| 4,49,065.47 | 1,52,626.00 | 7,960.95 5.22

Source: Appropriation Accounts 2021-22

During 2021-22, actual expenditure was ¥ 4,49,065.47 crore against the total
provision of ¥ 6,01,691.47 crore. The overall savings of ¥ 1,52,626.00 crore
was 25.37 per cent of total provision, which was mainly under Revenue Voted
(22.27 per cent) and Capital Voted (41.89 per cent) sections. This indicated
wide gap between planning and execution by the State Government.

3.3.2 Budget Provisions, Actual Expenditure and Savings during the last
five years (2017-22)

The budget provision, actual expenditure and savings during the last five years
(2017-22) is presented in Table 3.8.

Table 3.8: Budget provisions, actual expenditure and savings during the period 2017-22

R in crore)
Particulars 2017-18 2018-19 2019-20 2020-21 2021-22

Original Budget 4,17,256.95 | 4,56,248.38 | 5,09,003.49 | 5,44,571.20 | 5,85,910.43
Supplementary Budget 11,388.17 42,887.73 17,805.73 0.00 15,781.04
Total Budget Provision 4,28,645.12 | 4,99,136.11 | 5,26,809.22 | 5,44,571.20 | 6,01,691.47
Actual Expenditure 3,34,876.62 | 4,09,784.50 | 3,99,426.75 | 3,96,023.70 | 4,49,065.47
Savings 93,768.50 89,351.61 | 1,27,382.47 | 1,48,547.50 | 1,52,626.00
Percentage of Saving to 21.88 17.90 24.18 27.28 25.37
total Budget Provision

Source: Appropriation Accounts of respective years
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Table 3.8 indicates that during the period 2017-22, savings varied between
17.90 per cent to 27.28 per cent of budget provisions. However, there was
increase of T 53,041.77 crore (13.39 per cent) in actual expenditure during
2021-22 over the previous year 2020-21.

Pattern of lower budget utilisation against provision during the last five years
(2017-22) has been visualised in Chart 3.3.

Chart 3.3: Budget provisions and utilisation of budget during last five years (2017-22)

-
2
7,00,000 - 2
=
g— &
6,00,000 - v g3
-+ S 2
5,00,000 8 - 3 z< <
= T 28 ac e
= T®
5 400,000 ag
~
=
w, 300,000
2,00,000
1,00,000

2017-18 2018-19 2019-20 2020-21 2021-22
Years

® Budget (O +S) = Budget Utilisation
Source: Appropriation Accounts of respective years

Chart 3.3 shows that the budgetary provisions increased consistently during
the last five years (2017-22) but these increases have not resulted in higher
expenditure, which has witnessed a fluctuating trend over the years. Large
savings against budgetary provisions reflect poor budget making.

3.3.3 Unspent budget provisions

Defective or inaccurate budgeting, necessitating large surrenders or resulting
in excesses has been considered a financial irregularity in terms of Para 174 of
UPBM. The guidelines for preparation of budget, issued by the Finance
Department every year at the commencement of budgetary process, also lays
stress on accuracy of estimates and contemplates of fixing personal
responsibility of officers found responsible for framing inaccurate demands.

Audit scrutiny of budget provision vis-a-vis savings with regards to 92 grants
under Appropriation Accounts for the year 2021-22 revealed that in 43 cases
pertaining to 43 Grants under Revenue-Voted and in 29 cases pertaining to 29
Grants under Capital-Voted sections (where savings in each case were more
than ¥ 100 crore), savings of T 81,165.00 crore and T 53,468.41 crore
respectively were recorded. Similarly, in three cases pertaining to three Grants
under Revenue Charged Section and in one case pertaining to one Grant under
Capital Charged Sections (where savings in each case were more than
T 100 crore), savings of ¥ 1,733.29 crore and ¥ 10,153.17 crore respectively
were recorded during 2021-22. Thus, there were total savings amounting to
% 1,46,519.87 crore (26.36 per cent) in 76 cases of 49 Grants (exceeding
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T 100 crore in each case) as detailed in Appendix-3.4 and summarised in

Table 3.9.

Table 3.9: Summary of grants having large savings above ¥ 100 crore

Sl. Section of
No Grant

Number
of Cases

Total
Provision

during the period 2021-22

Expenditure

Savings

( in crore)
Savings
over total
provisions
(per cent)

Revenue 43 3,48,844.72 2,67,679.72 81,165.00 23.27
Voted
2 Capital 29 1,30,204.37 76,735.96 53,468.41 41.06
Voted
Total Voted 72 4,79,049.09 3,44,415.68 | 1,34,633.41 28.10
1. Revenue 03 42,430.77 40,697.48 1,733.29 4.08
Charged
2. Capital 01 34,438.53 24,285.36 10,153.17 29.48
Charged
Total Charged 04 76,869.30 64,982.84 11,886.46 15.46
Grand Total 76 5,55,918.39 4,09,398.52 | 1,46,519.87 26.36

Source: Appropriation Accounts 2021-22

Large savings are indicative of poor budgeting or shortfall in performance or
both, in respect of concerned schemes being implemented by the Department.

3.3.4 Persistent Savings

Persistent savings (X 100 crore and above) had been commented upon in
previous State Finances Audit Reports of Uttar Pradesh and the State
Government was recommended to review the reasons for non-utilisation of
provisions under various schemes for more judicious provision in future years.

In 28 cases involving 24 grants, it was noticed that there was persistent
savings (¥ 100 crore and above) during the last five years ranging between
T 100.12 crore and T 17,493.77 crore. The persistent savings is detailed in
Appendix-3.5 and summarised in Table 3.10.

Table 3.10: Summary of grants having persistent savings during the period 2017-22

( in crore)
Nature of No. of Amount of Savings
expenditure Cases
2017-18 2018-19 2019-20 2020-21 2021-22
Revenue Voted 23 56,198.83 37,825.43 47,801.39 53,290.45 | 52,515.92
Capital Voted 05 6,720.57 11,031.78 12,483.18 10,924.60 | 12,145.42
Total 28 62,919.40 48,857.21 60,284.57 64,215.05 | 64,661.34

Source: Appropriation Accounts of respective years

Persistent savings in substantial number of grants over the years is indicative
of improper assessment of the requirement of fund by the State Government
repeatedly.

3.3.5 Unnecessary Supplementary Grants

Para 162 of UPBM, inter-alia stipulates that Supplementary grants or
appropriations are required in the cases when the amount included in a grant or
appropriation authorised by the Appropriation Act is found to be insufficient
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for the year or when need has arisen for incurring expenditure upon some new
services, scheme or item not contemplated in the Appropriation Act for the
year.

Appropriation Accounts for the year 2021-22 revealed that Supplementary
provisions (X 1.00 crore or more in each case) made in 15 cases of 09 Grants
amounting to I 814.18 crore proved unnecessary due to savings of
T 4,323.79 crore in these Grants. The expenditure was not even up to the level
of original provisions as detailed in the Appendix-3.6 and summarised in
Table 3.11 below:

Table 3.11: Summary of cases in which supplementary provisions (X 1 crore or more in
each case) proved unnecessary in 2021-22
R in crore)

Sl. | Section of the Total Original Supplementary Expenditure Savings

No Grant Cases Provision Provision

1. Revenue 09 2,445.42 412.33 2,857.75 911.83 1,945.92
Voted

2. Capital Voted 06 4,285.34 401.85 4,687.19 2,309.32 2,377.87

Total 15 6,730.76 814.18 7,544.94 3,221.15 4,323.79

This shows absence of adequate justification for obtaining supplementary
provisions resulting in substantial savings under these Grants. Moreover, this
is also indicative of poor budget discipline as it entails that supplementary
provisions were not based on careful assessment of fund requirement.

3.3.6 Unnecessary Re-appropriation

Para 147 of UPBM stipulates that expenditure under each unit of appropriation
should be kept within the amount originally provided under that unit of
appropriation. However, if the original/ supplementary provision on a scheme/
service is found short of requirement, the Government may resort to
re-appropriation which is transfer of savings from one head of the grant to
another, within the same section of the grant.

Audit noticed that during 2021-22, in 70 sub-heads involving 32 Grants
(Appendix-3.7), the total budget provision was I 20,698.03 crore, and further
augmentation of ¥ 818.32 crore was made through re-appropriation. However,
re-appropriation proved unnecessary, as in each case, expenditure was within
the total budget provisions before re-appropriation under these sub-heads.
There were overall savings of ¥5,122.62 crore in these 70 sub-heads as
summarised in Table 3.12.

Table 3.12: Summarised position of unnecessary re-appropriation
( in crore)

Grants Sub Total Re-appro Total Expenditure Savings
Head Provision priations provision
after re-

appropria-
tion

32 70 20,698.03 818.32| 21,516.35 16,393.73 | 5,122.62

Source: Appropriation Accounts 2021-22

This shows absence of adequate justification for resorting to re-appropriation
under these Grants while sufficient budgetary provisions were already
available.
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3.3.7 Rush of expenditure

Maintaining a steady pace of expenditure has universally been accepted as a
sound public financial management practice. In General Financial Rules
applicable in the Central Government, rush of expenditure, particularly in the
closing month of financial year, has been regarded as a breach of financial
propriety. However, no specific instructions have been given in the UPBM to
prevent rush of expenditure.

From the Appropriation Accounts for the year 2021-22, it was noticed that in
two grants, 50 per cent and above expenditure of their total budgeted
provisions were incurred in the last month of the financial year 2021-22, i.e.,
March 2022. The details of budget provision, and expenditure thereon is given in
Table 3.13.

Table 3.13: Grants with more than 50 per cent of expenditure in March 2022

R in crore)
SI. Grant Description 1™ 2™ 3" 4" Total Expend- Expenditure Expenditure
No No. of Grant Quarter Quarter Quarter Quarter Expen- iture in in 4™ in March as
diture = March  Quarter as percentage of
2022 percentage total
of total expenditure
expenditure
Public Works
Department
(Special Area
Programme)
2 58 |Public Works | 1,037.35|2,291.52| 3,114.82| 12,009.5|18,453.21| 9,637.69 65.08 52.23
Department 1
(Communicati
on - Roads)

Source: VLC data maintained by the office of Accountant General (A&E) Uttar Pradesh

In case of Grant No. 58-Public Works Department (Communications - Roads),
out of total expenditure of T 18,453.21 crore during the year 2021-22,
T9,637.69 crore (52.23 per cent) were expended in the last month of the
financial year and ¥ 12,009.51 crore (65.08 per cent) were incurred in the last
quarter of the financial year.

Further examination revealed that out of ¥ 222.77 crore incurred under Grant
No. 56 — Public Works Department (Special Area Programme) in March 2022,
¥ 8.90 crore was transferred to Personal Deposit/Personal Ledger Account to
avoid lapse of budget for Purvanchal Vikas Nidhi as it could not be spent due
to Model Code of Conduct in view of State Legislature election. This transfer
of money to Personal Ledger Account was in violation of instructions (March
2018) issued by the State Government to administrative departments to stop
the practice of keeping money under Personal Deposit/Personal Ledger
Account after withdrawal from Consolidated Fund.

3.3.8 Major policy pronouncements in budget and their actual funding
for ensuring implementation

Para 212 of UPBM outlines the Guidelines for formulation and appraisal of
schemes and projects as follows: ‘Rigorous project formulation and appraisal
have a major bearing on the relevance and impact of projects as well as on
their timely implementation. Additional time and effort spent at the project
formulation and appraisal stage would result in qualitative improvement in
terms of ultimate project impact.’
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Audit scrutiny of Appropriation Accounts 2021-22 revealed that there were
Schemes for which the Government made Original provisions but did not
expend any money without any reason disclosed in the Appropriation
Accounts. Similarly, there were instances where Original provisions were
re-appropriated to other projects/schemes with no expenditure on those
schemes for which appropriations were originally made. Details of such
instances are discussed below:

Scheme (Sub heads) for which budget provisions could not be utilised

From Appropriation Accounts 2021-22, it was noticed that the State
Government did not incur any expenditure on 246 schemes (Appendix-3.8)
under 50 Grants for which budget provision of one crore and above were
made, as summarised in Table 3.14.

Table 3.14: Summary of schemes in which original provisions not utilised

R in crore)
Number of Number of Original Provision = Total Expenditure Saving

Grants Schemes
50 246 28,813.13 0.00 28,813.13

Source: Appropriation Accounts 2021-22

As per Appropriation Accounts 2021-22, State Government did not provide
reasons for savings of entire provisions under these 246 schemes.

Scheme (Sub heads) from which budget provisions were re-appropriated to
other Schemes

The State Government provisioned ¥ 489.75 crore for 40 schemes under 14
Grants during the year 2021-22 (Appendix-3.9), but no expenditure was
incurred and the provisions were re-appropriated (I 489.75 crore) from these
schemes.

Non-utilisation of funds under above 286 schemes indicated that either the
budgeting was done without due prudence or there was serious slippage in
programme implementation.

3.3.9 Delayed surrender of Savings

Para 141 of UPBM directs Controlling Officers that all final savings must be
surrendered to the Finance Department by 25" March. Officers making
belated surrenders, when savings could reasonably have been foreseen and
surrendered earlier, would be held responsible for the resultant financial
irregularity if the Finance Department is not able to accept such surrenders.

The details of savings and surrenders during the year 2021-22 is plotted in
Chart 3.4.
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Chart 3.4: Total Savings and Surrenders during the year 2021-22

®in crore)

Savings surrendered before 31 March

2022 | 117.09

Savings surrendered on 31 March 2022 I 7,843.86

0 50,000 1,00,000 1,50,000 2,00,000

Source: Appropriation Accounts 2021-22

It can be seen in Chart 3.4 that out the total savings of ¥ 1,52,626.00 crore,
the amount surrendered was ¥ 7,960.95 crore (5.22 per cent). Out of total
surrender, ¥ 117.09 crore was surrendered before 25 March 2022 and
remaining ¥ 7,843.86 crore was surrendered on the last day of financial year.
Remaining savings of ¥ 1,44,665.05 crore (94.78 per cent) was not
surrendered. Further, the surrenders done on the last day of the financial year
was in gross violation of the directions of UPBM.

Surrenders in Excess of actual savings

In four cases involving four Grants (¥ 1.00 crore or more in each case) as
against saving of ¥ 737.63 crore, ¥ 789.43 crore was surrendered resulting in
excess surrenders of ¥ 51.80 crore during the year 2021-22 as detailed in
Table 3.15.

Table 3.15: Summary of schemes in which surrender excess to savings

R in Crore)
Grant Name of Grant and Section Saving Surrender Excess
No. Surrender
43 Transport Department 25.54 74.96 49.42
(Revenue Voted)
60 Forest Department 347.56 349.21 1.65
(Revenue Voted)
68 Legislative Assembly Secretariat 41.61 41.63 0.02
(Revenue Voted)
78 Secretariat Administration 322.92 323.63 0.71
Department
(Revenue Voted)
Total 737.63 789.43 51.80

Source: Appropriation Accounts 2021-22

Such surrenders in excess of actual saving indicated that the departments did
not exercise adequate budgetary controls by watching flow of expenditure.

3.4 Conclusion ‘

e Out of total budget provision of ¥6,01,691.47 crore during the year
2021-22, there were overall savings of ¥ 1,52,626.00 crore. Budgetary
provisions increased consistently during the last five years (2017-22) but
these increases have not resulted in higher expenditure, which has
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witnessed fluctuating trend over the years. However, there was increase of
% 53,041.77 crore (13.39 per cent) in actual expenditure during 2021-22
over the previous year 2020-21.

e There were cases of misclassification of expenditure, rush of expenditure in
the last quarter of the financial year, unutilised provisions under large
number of schemes and unnecessary re-appropriation of budget provisions.
Besides, Departmental Controlling Officers did not surrender savings and
95 per cent of savings lapsed.

e Excess disbursements of ¥ 32,533.46 crore under 104 Grants and 48
Appropriations pertaining to the years 2005-06 to 2020-21 are yet to be placed
before the State Legislature for regularisation. Excess expenditure require
regularisation under Article 205 of the Constitution of India.

3.5 Recommendations

o The Finance Department should review the reasons due to which the
provisions under various Grants/Appropriations remained unutilised and
take steps to make more judicious budget provisions in future years.

e Re-appropriations should be based on careful assessment of fund
requirements. Finance Department may advice line departments to improve
accuracy in cost estimation of Schemes/Projects at the time of submitting
Revised Estimates in order to optimise utilisation of funds.

o The Finance Department should monitor trend of expenditure by
Departmental Controlling Officers, so that funds are not retained
unnecessarily and are surrendered at the earliest, without resorting to last
minute surrenders and lapse of allocations.

o C(lassification of some expenditure items as Capital or Revenue nature
included in certain Object Heads, as pointed out in Paragraph 3.2.2, needs
review and redressal to align it with UPBM.

o The Government may consider issuing guidelines to control rush of
expenditure towards the closing months of the financial year especially in
the month of March in order to maintain a steady pace of expenditure.

o The State Government should ensure that all the existing cases of excess
expenditure are placed before the State Legislature for regularisation in
terms of the provisions contained in Article 205 of the Constitution.
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