Glossary

Basis of calculation

Buoyancy of a parameter

Buoyancy of a parameter (X)
With respect to another parameter

S0
Rate of Growth (ROG)

Development Expenditure

Average interest paid by the State

Interest spread
Quantum spread

Interest received as per cent to
Loans Outstanding

Revenue Deficit

Fiscal Deficit

Primary Deficit

Balance from Current Revenue
(BCR)

Rate of Growth of the parameter/GSDP Growth Rate

Rate of Growth of parameter (X)/
Rate of Growth of parameter (Y)

[(Current year Amount /Previous year Amount)-1]* 100
Social Services + Economic Services

Interest payment/[( Amount of previous year’s Fiscal Liabilities + Current
year’s Fiscal Liabilities)/2]*100

GSDP growth — Average Interest Rate
Debt stock *Interest spread

Interest Received [(Opening balance + Closing balance of Loans and
Advances)/2]*100

Revenue Receipt — Revenue Expenditure

Revenue Expenditure + Capital Expenditure + Net Loans and Advances —
Revenue Receipts — Miscellaneous Capital Receipts

Fiscal Deficit — Interest payments

Revenue Receipts minus all Plan Grants and Non-Plan Revenue
Expenditure excluding expenditure recorded wunder the major
head 2048 — Appropriation for reduction of Avoidance of debt.
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Explanation of terms

Buoyancy ratio Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal variable with
respect to a given change in the base variable. For instance, for 2008-09, revenue
buoyancy at 0.8 implies that revenue receipts tend to increase by 0.8 percentage points, if
the GSDP increases by one per cent.

Core public goods Core public goods are which all citizens enjoy in common in the sense that each

and merit goods individual's consumption of such a good leads to no subtractions from any other
individual's consumption of that good, e.g. enforcement of law and order, security and
protection of our rights; pollution free air and other environmental goods and road
infrastructure etc. Merit goods are commodities that the public sector provides free or at
subsidised rates because an individual or society should have them on the basis of some
concept of need, rather than ability and willingness to pay the government and therefore
wishes to encourage their consumption. Examples of such goods include the provision of
free or subsidised food for the poor to support nutrition, delivery of health services to
improve quality of life and reduce morbidity, providing basic education to all, drinking
water and sanitation etc

Development The analysis of expenditure data is disaggregated into development and non-development

expenditure expenditure. All expenditure relating to Revenue Account, Capital Outlay and Loans and
Advances is categorised into social services, economic services and general services.
Broadly, the social and economic services constitute development expenditure, while
expenditure on general services is treated as non-development expenditure.

Debt sustainability The Debt sustainability is defined as the ability of the State to maintain a constant debt-
GSDP ratio over a period of time and also embodies the concern about the ability to
service its debt. Sustainability of debt therefore also refers to sufficiency of liquid assets
to meet current or committed obligations and the capacity to keep balance between costs
of additional borrowings with returns from such borrowings. It means that rise in fiscal
deficit should match with the increase in capacity to service the debt.

Debt stabilisation A necessary condition for stability states that if the rate of growth of economy exceeds
the interest rate or cost of public borrowings, the debt-GSDP ratio is likely to be stable
provided primary balances are either zero or positive or are moderately negative. Given
the rate spread (GSDP growth rate - interest rate) and quantum spread (Debt*rate
spread), debt sustainability condition states that if quantum spread together with primary
deficit is zero, debt-GSDP ratio would be constant or debt would stabilise eventually. On
the other hand, if primary deficit together with quantum spread turns out to be negative,
debt-GSDP ratio would be rising and in case it is positive, debt-GSDP ratio would
eventually be falling.

Sufficiency of non- Adequacy of incremental non-debt receipts of the State to cover the incremental interest

debt receipts liabilities and incremental primary expenditure. Debt sustainability could be significantly
facilitated if the incremental non-debt receipts could meet the incremental interest burden
and the incremental primary expenditure.

Net availability of Defined as the ratio of the debt redemption (Principal + Interest Payments) to total debt
borrowed funds receipts and indicates the extent to which the debt receipts are used in debt redemption
indicating the net availability of borrowed funds.
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Explanation of terms

Appropriation
Accounts

Autonomous Bodies

Committed
expenditure

State Implementing
Agency

Contingent liability
Sinking Fund

Gauranttee
Redemption Fund

Internal Debt

Primary
expenditure

revenue

Re-appropriation

Public
Committee

Accounts

Appropriation Accounts present the total amount of funds (Original and Supplementary)
authorised by the Legislative Assembly in the budget grants under each voted grants and
charged appropriation vis-a-vis the actual expenditure incurred against each and the
unspent provisions or excess under each grant or appropriation. Any expenditure in
excess of the grants requires regularisation by the Legislature.

Autonomous Bodies (usually registered Societies or Statutory Corporations) are set up
whenever it is felt that certain functions need to be discharged outside the governmental
set up with some amount of independence and flexibility without day-to-day interference
of the Governmental machinery.

The committed expenditure of the State Government on revenue account mainly consists
of interest payments, expenditure on salaries and wages, pensions and subsides on which
the present executive has limited control.

State Implementing Agency includes any Organisation/Institution including Non-
Governmental Organisation which is authorised by the State Government to receive the
funds from the Government of India for implementing specific programmes in the State,
e.g. State Health Mission for National Rural Health Mission and UP Rural Roads
Development Agency for Pradhanmantri Gram Sadak Yojna, etc.

Contingent liabilities may or may not be incurred by an entity depending on the outcome
of a future event such as a court case.

A Fund into which the government sets aside money over time, in order to retire its debt.

Guarantees are liabilities contingent on the Consolidated Fund of the State in case of
default by the borrower for whom the guarantee has been extended. As per the terms of
the Guarantee Redemption Fund, the State Government was required to contribute an
amount equal to atleast 1/5™ of the outstanding invoked guarantees plus an amount likely
to be invoked as a result of the incremental guarantees during the year

Internal Debt comprises regular loans from the public in India, also termed 'Debt raised in
India'. It is confined to loans credited to the Consolidated Fund.

Primary revenue expenditure means revenue expenditure excluding interest payments.

Means the transfer of funds from one Primary unit of appropriation to another such unit.

A Committee constituted by the Legislative Assembly for the examination of the reports
of the Comptroller and Auditor General of India relating to the appropriation accounts of
the State, the annual financial accounts of the State or such other accounts or financial
matters as are laid before it or which the Committee deems necessary to scrutinise.
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Acronyms

AC Bill Abstract Contingency Bill

AE Aggregate Expenditure

BE Budget Estimates

CAG Comptroller and Auditor General of India
CE Capital Expenditure

DCC Bill Detailed Countersigned Contingency Bill
DCRF Debt Consolidation and Relief Facility
DE Development Expenditure

FCP Fiscal Correction Path

GOI Government of India

GSDP Gross State Domestic Product

FRBM Fiscal Responsibility and Budget Management Act, 2004
IP Interest Payment

MTFRPS Medium Term Fiscal Restructuring Policy Statement
0&M Operation and Maintenance

PAC Public Accounts Committee

PRIs Panchayati Raj Institutions

RE Revenue Expenditure

RR Revenue Receipts

S&W Salaries and Wages

SAR Separate Audit Report

SSE Social Sector Expenditure

TE Total Expenditure

TFC Twelfth Finance Commission

ucC Utilisation Certificate

ULBs Urban Local Bodies

110 Audit Report (State Finances)
for the year ended 31 March 2010



