















































































































































6.3.1 Status of Outstanding Utilization Certificates

The Government while sanctioning Grants-in-aid (GIA) to various beneficiaries may stipulate that
the UCs for the amount of Grants-in-Aid have to be forwarded to
the Principal Accountant General (A&E). The Principal Accountant General (A&E) will keep a
watch over the submission of UCs in respect of such releases only. At the end of 31 March 2020
about 51 Grants-in-Aid bills amounting to X182 crore were outstanding for submission of
Utilisation Certificates. The pendency was mainly under ‘Medical and Public Health’ (X118 crore)
and ‘Urban Development Dept’ constituting (356 crore) constituting 96 percent.

6.4 Cash Balance and Investment of Cash Balance
(R in crore)

Cash Balance 990 1,659 ) 669

Investments from Cash Balance
(GOI Securities & Treasury Bills)

Other Cash Balances & Investments 15,875 19,170 +) 3,295
(a) Cash with Departmental Officers

5,139 13,634 () 8495

4 4
& Permanent Advances
(b) Investments of Earmarked Funds 15,871 19,166 +) 3,295
Interest realised 936 535 -) 401

(1) Cash Balance include Local Remittances & Deposits with RBI.

During 2019-20 interest receipt on Cash Balance Investments decreased by 42.84 per cent in
comparison with the previous year.

6.5 Reconciliation of Accounts

Accuracy and reliability of accounts depend, among other things, on timely reconciliation of the
figures available with the Departments and the figures appearing in the accounts compiled by the
Principal Accountant General (Accounts and Entitlements) Karnataka. This exercise is to be
conducted by respective Heads of Departments. During 2019-20, only 85.37 per cent
(179,098 crore) of the total expenditure of 209,787 of the State Government was reconciled.
Similarly, out of total receipts of X175,488 crore, 98.37 per cent (X173,688 crore) was reconciled.
Loans and advances, both repayment of Loans and Disbursements, were not reconciled by any of

the CCOs concerned.
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6.6 Submission of Accounts by Treasuries

There are 34 District Treasury Offices (DTO) in the State. During the year 2019-20, out of
210 occasions of delayed submission of monthly accounts, delay of up to 15 days was noticed in on
209 occasions and delay over 15 days and less than one month on 1 occasion.

6.7  Abstract Contingent (AC) Bills and Non-payable Detailed Contingent (NDC) Bills

The ‘Contingent Charges’ or ‘Contingencies’ means and include all incidental and other expenses
which are incurred for the management of an office or for the technical working of a department
other than those which under prescribed rules of classification of expenditure fall under some other
head of expenditure. The Drawing and Disbursing Officers (DDOs) are authorized to draw money
without supporting documents through AC bills, under Rule 36 of Manual of Contingent
Expenditure 1958. Such AC bills are required to be finally settled through submission of Non-
payment Detailed Contingent (NDC) bills through treasury to the Principal Accountant General
(A&E) before the 15™ of the month following the month to which the bill relates.  As per the
Government Order September 2004, the NDC bills are to be routed through treasuries and shall be
enforced by the treasury by non honouring further AC bills till the unadjusted AC Bills are cleared
by submission of NDC Bills. Prolonged non-submission of NDC bills renders the expenditure
under AC bills opaque. At the end of 31 March 2020 about 1,959 AC bills amounting to 398.68
crore were outstanding for submission of NDC bills. The pendency was mainly under ‘Police’
(R31.12 crore) and ‘Elections’ (%43.39 crore).

6.8 Commitments on account of Incomplete Works

A total expenditure of 202,738 crore was incurred up to the year 2019-20 by the State Government
under various construction projects taken up by the Public Works Department, Water Resources
Department, and Public Health & Engineering Department. However, the Departments engaged in
construction projects have reported commitment of 439 crore on incomplete works (1,060 Works)

costing over X207 crore to the end of the financial year 2019-20. The details are as follows.

R in crore)

2010-2015 38 276 177
2015-2019 4,780 4,357 2,207
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CHAPTER VII

FINANCIAL REPORTING

7.1  Efficiency on Budget Preparation

Article 202 of the Constitution of India empowers the State Government for preparation of
statement of estimated receipts and expenditure of the State, for each financial year, which has to be

laid before both the houses of Legislature.

This Statement also known as Annual Financial Statement or Budget, provide descriptions about
projections or estimation of Revenue and Expenditure for a particular fiscal year, followed by
detailed estimate of Receipts and Statement of Demand for Grants followed by detailed estimate of
Expenditure. Budget papers of a given year provide information normally for three years. viz.,
Budget Estimate for the ensuing year, budget estimate and revised estimate of previous year and

accounts or actual (figures) of second preceding year.

A comparative and critical analysis of proposed budgeted Receipts and Expenditure of a particular
year’s budget with their final outcome facilitates a meaningful understanding of performance of
government. Variations do occur owing to overestimation or underestimation of revenue and
expenditure. The extent of variation between the budget estimates of Revenue and Expenditure and
actual Revenue and Expenditure are influenced by several factors like political decisions, economic

& social conditions, system of budgetary control.

Huge variation between the budget estimates and actuals is not desirable, as such variation would
result in distortions of fiscal indicators. Accuracy in revenue estimates is desired for facilitating a
realistic choice of expenditure policy for smooth implementation of expenditure schemes. Accuracy
of budget estimation helps in formulation of economic policy and attainment of efficient fiscal
indicators. Thus, without sound budgetary forecasts, a satisfactory integration between formulation

and execution of economic goals cannot be easily achieved.

A comparison of budget estimates for the year 2019-20 with the Actual Accounts has revealed

variations as detailed below:

The budget estimates envisaged revenue receipts of %1,81,863 crore against which the actual
realisation was 175,443 crore, an decrease of 36,420 crore (about 3.53% of the estimated Revenue

Receipts).
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1) Details of variation between the Estimated Revenue Receipts and Actuals are furnished in

the Explanatory Notes to Statement No.14 of Finance Accounts Volume II.

Revenue expenditure was estimated at 181,605 crore against which the actual expenditure
was X174,257 crore, a decrease of 37,348 crore (about 4.05 per cent of the Estimated Revenue

Expenditure).

2. Details of variation between the Estimated Revenue Receipts and Actuals are furnished in

the Explanatory Notes at Statement No.15 of Finance Accounts Volume II.

7.2 Grants-in-Aid

According to Indian Government Accounting Standards (IGAS)-2, Grants-in-aid are payments,
transfer of funds, in cash or in kind in the nature of assistance, donations or contributions made by
one government to another government, body, institution or individual. Grants-in-aid are given for

specified purpose of supporting an institution including construction of assets.

Grants-in-aid are given by the Union Government to State Governments and by the State
Governments to the Local Bodies discharging functions of State government under the Constitution.
This is based on the system of governance in India, which follows three-tier pattern with the Union
Government at the apex, the States in the middle and the Local Bodies (LBs) consisting of
Panchayati Raj Institutions (PRIs) and the Urban Local Bodies (ULBs) at the grass root level.
Grants-in-aid released by the Union Government to the State Governments are paid out of the

Consolidated Fund of India as per Articles 275 and 282 of the Constitution.

The State Government, while sanctioning Grants-in-aid (GIA) to various bodies, may stipulate that
the Utilisation Certificates (UCs) for the grants released are to be forwarded to the Principal
Accountant General (A&E), who will watch submission of UC’s against such grants. Ultilisation
Certificates outstanding beyond the specified period (18 months) indicates absence of assurance on
utilisation of grants for intended purposes. The status of outstanding UCs is shown in the table

below:

(X in crore)

Year* Number of UCs awaited Amount

Up to 2017-18 27 52.34
2018-19 03 14.85
2019-20 21 115.30
Total 51 182.49

*  The year mentioned above relates to “Due Year”, i.e., after 18 months of actual drawal.

Major defaulting departments, which have not submitted UCs are Medical & Public Health
(R118.10 crore) and Urban Development Department (X55.91 Crore), constituting
64.72 per cent and 30.64 per cent of the balance (%182.49 crore).
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7.3 Status of Suspense Balance

Transactions of receipts and payments which cannot be booked to a final head of account due to
lack of information as to their nature or for other reasons are classified under suspense. These heads
of accounts are finally cleared by minus debit or minus credit when the amounts under them are

booked to their respective final heads of accounts.

The Finance Accounts reflect the net balances under different Suspense and Remittance Heads of
Account. The outstanding balances under the Major Head of account ‘8658 — Suspense Accounts’
and ‘8782 — Cash Remittances and adjustment between officers rendering accounts to the same
Accounts Officer’ are worked out by aggregating the outstanding debit and credit balances

separately.

The position of net balances under some of the significant Suspense and Remittance items to the

end of last three years is indicated below.

Annexure — B
Details of Suspense and Remittance balances
[Para 3 (x) of Notes to Accounts]

(X in crore)

. . 2017-18 2018-19 2019-20
Details of Minor Head Dr. Cr. Dr. Cr. Dr. Cr.
1| 8658-00-101 189.66 | 0.25 288.08 | 16.93 270.30 | 10.86
Pay and Accounts Office
Suspense
Net Dr. 189.41 Dr. 271.15 Dr.259.44
2| 8658-00-102-Suspense 17.37 | 175.77 17.76 | 296.45 18.14 | 414.95
Account (Civil)
Net Cr. 158.40 Cr. 278.69 Cr. 396.81
3| 8658-00-110- Reserve 4453 | 1,51.18 91.41 | 183.28 17.59 | 154.67
Bank of India Suspense-
Central Accounts Office
Net Cr. 106.65 Cr. 91.87 Cr. 137.08
4| 8782-00-102-1 81.72 82.61 82.61
Public Works
Remittances into
treasury
Net Dr. 81.72 Dr. 82.61 Dr. 82.61
5| 8782-00-102-2 2.53 30.52 2.53 29.78 2.53 | 11.11
Public Works Cheques
Net Cr. 27.99 Cr.27.25 Cr. 8.58
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(X in crore)

. . 2017-18 2018-19 2019-20
W i el G Dr. Cr. Dr. Cr. Dr. Cr.
6| 8782-00-103-1 12.13 12.13 | 1213
Forest Remittances into
treasury
Net Dr. 12.13 Dr. 12.13 Dr. 12.13
7| 8782-00-103-2 0.83 0.83 0.83
Forest Cheques
Net Dr. 0.83 Dr. 0.83 Dr. 0.83

7.4 New Pension Scheme

State Government employees recruited on or after 1 April 2006 are covered under the New Pension
System (NPS), a defined contribution pension system, the recovery for which commenced from 1
April 2010. Under this Scheme, the employee contributes 10 per cent of basic pay and dearness
allowance, which is matched by an equivalent amount paid by the State Government. The
contributions under this scheme are transferred to the designated Fund manager for investment

through the National Securities Depository Limited (NSDL)/ Trustee Bank.

As per the records of Principal Accountant General (A&E), State Government had contributed
X1,187.21 crore (Major Head 2071-01-117 being employer contribution) towards NPS during the
year 2019-20. The actual amount transferred from the Fund to NSDL/Trustee bank (Employees’
and Employer’s contribution) was31,897.57 crore (Head of account 8342-00-117-0-01 and 02 —
regular and backlog).

In terms of instructions contained at Para F (iii) of the G.O dated 19 May 2017, NPS Cell has to
carry out reconciliation of the schedules and challans received from the treasuries for the month and
match the totals with the figures booked by Principal Accountant General (A&E) on a monthly
basis and differences, if any, have to be reconciled. However, till date the NPS Cell has not carried

out the reconciliation of the balances reflected under NPS account.

During 2019-20, X1.80 crore has been paid from Consolidated Fund as ‘New Contributory Pension
Schemes — Extension of Benefit to the cases of Persons/Families who retired/died while in Service

(2071-01-104-2-07) and are covered under New Defined Pension Scheme.

The employees’ contribution, as intimated by the NPS Cell of the State Government is to the tune
0f %4037.73 crore (Regular + Backlog Contribution). The figures received from NPS Cell represent
the amount actually matched and booked by NSDL whereas the figures as per records of the
Principal Accountant General (A&E) represent the actual contribution/transfers made during

2019-20.
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7.5 Personal Deposit Accounts

As per Article 286A of Karnataka Financial Code (KFC), 1958, Personal Deposit (PD) accounts are
created in favour of Drawing and Disbursing Officers to make payments through cheques instead of
presenting bills at the treasury. Amounts are transferred to PD accounts by debiting functional
heads under the Consolidated Fund of the State with a contra credit to the Public Account against

the respective Deposit head classifications.

Unspent balances under these PD accounts created by debit to the Consolidated Fund should be
closed at the end of the financial year by minus debit of the balance to the relevant service head
under the Consolidated Fund through book adjustment as reduction of expenditure. However, such

adjustments had not been carried out at the end of the financial year.

Details of the PD accounts are indicated below:

R in crore)

PD accounts existing Transactions PD accounts
. . PD accounts opened . . .
at the beginning of during the vear during the year existing at the close
the year g y (Amount) of the year
Number Amount | Number = Amount Credit Debit Number Amount
73 Cr.4,085.14 3 43.49 6,557.67, 6,221.25 76 Cr.4,421.56

The Administrators of PD accounts are required under Article 286 of the KFC to reconcile the
cash book balances with reference to the monthly extract of their account as appearing in the
treasury records on the fifth of the succeeding month. Information on reconciliation of figures by

the Administrators of the Accounts with the treasuries is not available.

As per Article 286A of Karnataka Financial Code, if a PD account is not operated upon for a
considerable period, the same should be closed in consultation with the officer, on whose favour the
PD account had been opened. Out of 76 PD accounts, 23 are inoperative (13 PD accounts with a
credit balance of ¥4.13 crore and 08 PD accounts with a debit balance of Z1.13 crore and 02 PD
accounts with Nil balance), as at the end of 31 March 2020.

Further 53 PD accounts are operative (32 PD accounts with a credit balance of
%10,318.58 crore and 11 PD accounts with a debit balance of ¥5,900.02 crore and 10 PD accounts
with Nil balance) as on 31* March 2020.

Analysis of the transactions showed that ¥336.43 crore was remaining unspent in the PD accounts
out of the total amount transferred to 15 PD accounts during 2019-20. The closing balance included

an amount of 32,741.52 crore lying unspent for a period of three years or more.
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7.6 Investments

Information on Government investments appearing in Statement 8 of the Finance Accounts
Volume I is based on the accounts and sanctions received by the Principal Accountant General
(A&E), Karnataka. Government has invested 67,816.71 crore to the end of 2019-20 in
146 entities. Against 367,816.71 crore invested in these entities as on 31 March 2020, only
353.64 crore was received towards dividend (0.08 per cent of invested amount) from
30 entities and 116 entities did not pay any dividend to the State Government. The investment
figures have not been reconciled with the records of the concerned entities. These figures require
confirmation by the concerned Department of the Government of Karnataka and the entity in which

investments was made.
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