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PREFACE

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

2.

Chapter I of this Report describes the basis and approach to the Report and
the underlying data and 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 I1 of this Report provides a broad perspective of the finances of the
State and analyses the critical changes in major fiscal aggregates relative to
the previous year, overall trends during the period from 2018-19 to
2022-23, debt profile of the State and key Public Account transactions,
based on the Finance Accounts of the State.

Chapter 111 of this Report 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 of this Report provides a broad perspective on the quality of
accounts rendered by various authorities of the State Government and status
of compliance with prescribed financial rules, procedures and directives.

Chapter V of this Report discusses the investment in SPSEs, submission of
accounts by SPSEs and erosion of net worth of SPSEs.

The Reports containing the findings of performance audits and audit of
transactions in various departments and observations arising out of audit of
Statutory Corporations, Boards and Government Companies and the Report
containing observations on Revenue Receipts are presented separately.

The audit has been conducted in conformity with Auditing Standards issued by
the Comptroller and Auditor General of India.
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Executive Summary

About the Report

This Report of the CAG of India is on the State Finances for the year 2022-23.
It provides an overview of the finances, budgetary management and quality of
accounts, financial reporting practices and other matters relevant to State
Finances.

This executive summary highlights the contents of this report and through
snapshots of the important figures and aspects, provides insight into fiscal
sustainability, performance against the budget intent, revenue and expenditure
projection, the reasons for variations and its impact.

Gross State Domestic Product (GSDP) (at current prices) grew at an average
growth rate of 9.69 percent from I 15,82,180crore in 2018-19 to
< 22,57,575 crore in 2022-23. Budget Outlay of the State grew at an average
growth rate of 9.96 percent from <4,99,136crore in 2018-19 to
< 6,85,556 crore in 2022-23.

There was 14.33 per cent growth in GSDP over 2021-22. The revenue receipts
grew at 12.46 per cent and the percentage of revenue receipts over GSDP was
18.48 per cent in 2022-23 against 18.79 per cent in 2021-22. During the year
2022-23, the State’s own tax revenue increased by 18.13 per cent over the
previous year. The total expenditure (revenue expenditure, capital expenditure,
loans and advances and appropriation to contingency fund) of the State of Uttar
Pradesh increased from ¥ 4,11,237 crore in 2021-22 to X 4,83,215 crore in the
year 2022-23, increasing by 17.50 per cent. Of this, revenue expenditure
showed 12.56 per cent increase from 2021-22. Revenue surplus increased from
< 33,430 crore to ¥ 37,263 crore registering 11.47 per cent increase over
2021-22, while fiscal deficit increased from ¥ 39,286 crore in 2021-22 to
< 64,636 crore in 2022-23 increasing by 64.53 per cent.

Receipt-Expenditure Mismatch

The continuous mismatch between receipts and expenditure indicates rising
fiscal stress. The State has different sources of receipts such as State Own Tax
Revenue, Non-tax Revenue, Devolution of States’ share in taxes, Grants-in-aid
and transfers from the Union Government and non-debt capital receipts. The
State Government’s expenditure includes expenditure on revenue account as
well as capital accounts (assets creation, investments, etc).

From 2018-19 to 2022-23, revenue receipts grew from < 3,29,978 crore to
3 4,17,241 crore, with an average annual growth rate of 9.60 per cent. Capital
receipts also increased from ¥ 56,908 crore to I 68,184 crore during this period.
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The share of Grants-in-aid in revenue receipts rose from 13.03 per cent in
2018-19 to 14.36 per cent in 2022-23, indicating increased reliance on support
from the Government of India. The State Government received ¥ 35,575 crore
as grants-in-aid for the Centrally Sponsored Schemes (CSS) during 2022-23. In
2022-23, the buoyancy of State's own revenue was 1.26 with respect to GSDP.

Revenue expenditure is incurred to maintain the current level of services and
payment for the past obligation. Between 2018-19 and 2022-23, revenue
expenditure increased from < 3,01,728 crore (19.07 per cent of GSDP) to
< 3,79,978 crore (16.83 per cent of GSDP). It consistently made up a significant
portion (79 to 85 per cent) of the total expenditure during this period, growing
at an average annual rate of 7.58 per cent.

Result of expenditure beyond means

The gap between the revenue receipt and revenue expenditure results in revenue
deficit. The State witnessed revenue surplus during 2018-23, except in the year
2020-21 which had revenue deficit of I 2,367 crore. The revenue surplus of the
State increased to ¥ 37,263 crore (1.65 per cent of GSDP) in the current year
from X 28,250 crore (1.79 per cent of GSDP) in the year 2018-109.

The gap between the total expenditure and total non-debt receipt of the State
results in fiscal deficit. The fiscal deficit of the State increased to I 64,636 crore
(2.86 per cent of GSDP) in 2022-23 from ¥ 35,203 crore (2.22 per cent of
GSDP) in 2018-19. The State Government spent ¥ 93,028 crore as capital
expenditure during 2022-23, which was 19.25 per cent of the total expenditure
in 2022-23.

Under the revenue expenditure, the quantum of committed expenditure
constitutes the largest share. Committed expenditure has the first charge on the
resources and consists of interest payments, expenditure on salaries and wages
and pensions. Committed expenditure on interest payments, salaries and
pensions constituted 56 to 62 percent of revenue expenditure during
2018-19 (56 per cent) and 2022-23 (59 per cent). The Committed expenditure
increased at an average rate of 7.95 per cent, i.e., from ¥ 1,67,479 crore in
2018-19 to ¥ 2,22,893 crore in 2022-23 {an increase of 10.27 per cent over
2021-22 (X 2,02,126 crore)}. However, share of committed expenditure in
Revenue Expenditure decreased during 2020-21 to 2022-23.

In addition to the committed expenditure, inflexible expenditure as a percentage
of revenue expenditure decreased from 20.43 percent (2018-19) to
14.94 per cent (2022-23). The inflexible expenditure increased from
< 48,526 crore in 2021-22 to X 56,770 crore in 2022-23 registering an increase
of 16.99 per cent. Inflexible expenditure during the period decreased from
2018-19 (X 61,633 crore) to 2022-23 (X 56,770 crore).

Taken together, the committed and inflexible expenditure in 2022-23 was
3 2,79,663 crore; 74 per cent of the revenue expenditure. Upward trend on
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committed and inflexible expenditure leaves the Government with lesser
flexibility for other priority sectors and capital creation.

Expenditure on Subsidies

Within the non-committed expenditure, there is an increasing trend of subsidies,
which increased from ¥ 14,053 crore in 2018-19 to ¥ 21,267 crore in 2022-23
i.e.,, from 4.66 percent of the total revenue expenditure in 2018-19 to
5.60 per cent in 2022-23. Power subsidies constituted a significant portion,
ranging from 52 per cent to 68 per cent of the total subsidies during this period.

Extra budget borrowings

The State Government, through Public Sector Enterprises raised
< 24,314.36 crore as Extra-budget borrowings including ¥ 3,488 crore during
the year; which did not flow into the Consolidated Fund of the State but are
required to be repaid and serviced through budget.

Contingent Liabilities on account of Guarantees

The total outstanding guarantee at the end of the year 2022-23 was
< 1,70,780.52 crore. The outstanding guarantees at the end of the year 2022-23
was 7.56 per cent of GSDP. During the year 2022-23, State Government did not
receive any guarantee commission, out of the receivable guarantee commission
of ¥ 4.41 crore from Uttar Pradesh State Warehousing Corporation.

Fiscal sustainability

Fiscal sustainability is examined in terms of macro-fiscal parameters such as
deficits, level of debt and liabilities, commitments on account of off-budget
borrowings, guarantees, subsidies, etc. So far as revenue and expenditure
mismatch is concerned, one of the important constraints is committed and
inflexible expenditure, which includes salaries and wages, pension payments,
interests, etc. and also other inflexible expenditure such as those arising out of
commitment for centrally sponsored schemes, transfer to reserve funds, transfer
to local bodies, etc.

FRBM requirements and compliance with fiscal parameters

The FRBM Act / Rules prescribes certain limits for revenue deficit, fiscal
deficit, debt as a percentage of the Gross State Domestic Product (GSDP). In
2022-23, the State has registered revenue surplus of I 37,263.44 crore against
target of nil revenue deficit under FRBM Act. Further, fiscal deficit for the year
2022-23 was X 64,636.26 crore which was 2.86 per cent of GSDP as against the
limit of 3.50 per cent under FRBM Act. The ratio of total outstanding Liabilities
to GSDP during the year 2022-23 was 28.71 per cent which remained within
the target (32.50 per cent) set out in the Medium-Term Fiscal Restructuring
Policy 2022.
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The State Government resorted to extra-budget borrowings through State owned
PSUs/Authorities for meeting expenditure having implication on debt
parameters of the State. As per information furnished by the State Government,
the outstanding extra budget borrowings was < 24,314.36 crore as on
31 March 2023, which included borrowings of < 3,488 crore during 2022-23.
Further, if the quantum of the off-budget borrowings is included as part of debt,
the overall liability (includes Public Debt and Public Account Liabilities) of the
Government was 29.79 per cent of the GSDP.

As per the debt stabilisation analysis, the public debt of the Government of Uttar
Pradesh has grown on an average at a rate of 10.65 per cent annually of the
outstanding public debt between 2018-19 to 2022-23. Public debt-GSDP ratio
of Uttar Pradesh has increased from 23.08 per cent in 2018-19 to 24.53 per cent
in 2022-23. However, the growth of rate of interest was lower than the rate of
growth of the GSDP (g-r>0) in 2019-20, 2021-22 and 2022-23 as per the Domar
model analysis. Nevertheless, when examining the Domar gap (g-r), the real
interest rate has surpassed the real economic growth rate in 2018-19 and
2020-21. The positive Domar gap coupled with Primary Surplus led to decline
in Debt to GSDP ratio in 2021-22. Further, despite the Primary Deficit generated
in 2022-23, the positive Domar Gap in 2022-23 was adequate to absorb the
Primary Deficit and primarily contributed to further keep the debt to GSDP ratio
in a declining trend. However, the real growth rate of GSDP (g) and domar gap
(g-r) during post Covid-19 year (i.e., 2021-22 and 2022-23) should be read with
negative GSDP growth rate during 2020-21 resulting in low base for
computation of GSDP growth rates during subsequent years. From the above
discussion, it can be concluded that Debt/GSDP ratio in the past five years
remained fluctuating and thus, it is early to conclude that debt is on the path of
stabilisation.

Budget performance
Aggregate expenditure outturn

Budget performance in terms of budgetary intent and budget implementation is
examined to assess extent to which the aggregate expenditure outturn reflects
the amount originally approved both in terms of excess and saving. In the
Revenue section, deviation in outturn compared with Budget Estimates (BE)
was (-) 18.81 per cent. This was due to deviation up 0 to + 25 per cent in 45
grants, between £ 25 per cent and + 50 per cent in 40 grants; and between
+50 per cent and +100 per cent in six grants and equal to or more than
100 per cent in one grant. In the Capital section, deviation in outturn compared
with BE was (-) 23.99 per cent. This was due to deviation up O to + 25 per cent
in 45 grants, between + 25 per cent and 50 per cent in 21 grants; and between
+ 50 per cent and+ 100 per cent in 19 grants and equal to or more than
100 per cent in seven grants.
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Expenditure composition outturn

Budget performance also looks at the extent to which the re-allocation between
the main budget categories during the execution have contributed to variance in
expenditure composition. This measure indicates the extent of variation
between the final budget and the actual expenditure. During 2022-23, deviation
in outturn in the Revenue section compared with Revised Estimates (RE) was
(-) 12.63 per cent. This was due to deviation up 0 to £ 25 per cent in 64 grants,
between + 25 per cent and + 50 per cent in 23 grants and between + 50 per cent
and + 100 per cent in five grants. In the Capital section, deviation in outturn
compared with RE was (-) 24.31 per cent. This was due to deviation up
0 to = 25 per cent in 53 grants, between £ 25 per cent and + 50 per cent in 14
grants, between £50 per cent and + 100 per cent in 20 grants and equal to or
more than 100 per cent in five grants.

It was noticed that supplementary provisions of I 5,256.75 crore during the
year 2022-23 in 42 cases (I one crore or more than X one crore in each case),
including 28 cases in Revenue Voted Section and 14 cases in Capital Voted
Section, proved unnecessary, as the expenditure did not come up even to the
level of original provisions.

Overall Budget reliability assessment indicates that the deviations between the
actual expenditure and total budget as well as between the actual expenditure
and the revised estimates were 24 per cent and 16 per cent respectively.
Moreover, it was also noticed that in several cases, there were supplementary
grants where expenditure was not even up to the original grants. A reliable
budget practice should need to deal with such deviations.

Quality of Accounts and Financial Reporting

Quality of accounts and financial reporting covers items, transactions and events
which relate to gaps in compliance, regularity weaknesses and issues relating to
delay in receipt of those accounting records or adjustment records which
evidence the actual expenditure. It also highlights issues pertaining to the
accounts and financial reporting such as funds outside the Government
accounts, non- or short- discharging of liabilities and misclassification of
transactions.

Regularization of Excess over Grants/ Appropriations

The State Government has to get excesses over grants/appropriations
regularised by the State Legislature as per Articles 204 and 205 (1) (b) of the
constitution. It was observed that excess disbursements of ¥ 32,533.46 crore
pertaining to 2005-06 to 2020-21 were yet to be regularized.

Reconciliation

As per para 124 of UP Budget Manual, Chief Controlling Officer (CCOs)/
Controlling Officer(COs) are required to reconcile their expenditure and
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receipts with the expenditure booked in the accounts in the Accountant General
Office. The State Government reconciled 97.41 per cent of the total expenditure
and 99.27 per cent of the total receipts during the year 2022-23.

Compliance with IGAS

As against the requirements of the Indian Government Accounting Standards
(IGAS), the State Government partially complied with IGAS-1: Guarantees
given by the Government Disclosure requirements, IGAS-2: Accounting and
Classification of Grants-in-aid and IGAS-3: Loans and Advances made by
Government.

Operation of Personal Deposit (PD) Accounts

Uttar Pradesh Government order (March 1999) provides that Administrators of
PD Accounts were required to reconcile and verify their balances with the
treasury figures and annual verification certificates were also required to be
submitted to the Accountant General. However, during the year 2022-23, out of
12 Administrators of PD accounts of the State, only nine Administrators have
reconciled and verified their balances with the treasury figures.

Funds to Single Nodal Agency

The Government of India and the State Government have introduced system of
Single Nodal Agency (SNA) for implementation and fund flow for each Centrally
Sponsored Scheme (CSS). The share of the Government of India and the State
Government is transferred to the Bank Account of the SNA lying outside the
Government Account.

As per PFMS portal of the CGA, the State Government received
< 32,239.40 crore being Central share during the year 2022-23 in its Treasury
Accounts. As on 31 March 2023, the Government transferred Central share of
I 40,531.31 crore received in Treasury Accounts and State share of
< 38,533.68 crore to the SNAs. As per PEMS portal of CGA, ¥ 28,980.96 crore
is lying unspent in the bank accounts of SNAs as on 31 March 2023.

Utilisation Certificates against conditional grants

Despite the requirement of submitting Utilisation Certificates (UCs) against
conditional grants within a stipulated time period, 30,906 outstanding UCs of
< 19,981.24 crore were pending as on 31 March 2023 in respect of grants-in-aid
released by the State Government during the period 2001-02 to 2021-22 (up to
September 2021).

Detailed Countersigned Contingent (DC) bills against Abstract Contingent
(AC) bills

Despite the requirement of submitting DC Bills against the advance money
withdrawn through AC Bills, 842 AC bills of ¥ 8.52 crore were pending for
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submission of DC bills as on 31 March 2023, out of which 788 AC Bills
amounting to I 5.09 crore pertained to the period upto 2021-22.

Funds outside Government Account

Section 103 of the Electricity Act, 2003 provides that State Government shall
constitute a Fund to be called the State Electricity Regulatory Commission Fund
and there shall be credited thereto any grants and loans made to the State
Commission by the State Government, all fees received by the State
Commission under the Act and all sums received by the Commission from such
other sources as may be decided upon by the State Government. GoUP did not
constitute State Electricity Regulatory Commission Fund under Public Account
of the State. As a result, fees received by the Uttar Pradesh Electricity
Regulatory Commission (UPERC) are deposited in bank accounts maintained
by the Commission. As such, as on 31 March 2023, an amount of ¥ 111.14 crore
was kept outside the Public Account of the State in violation of Article 266(2)
of the Constitution.

The State Government directed (August 2013 and September 2016) to deposit
the cess collected under ‘The Building and Other Construction Workers
(BOCW) Welfare Cess Act, 1996’ into the nationalised bank account of the UP
BOCW Board. The orders to transfer cess directly to the bank account of the
Board without bringing it into Government Accounts violates the provisions of
Article 266 (2) of the Constitution of India. As per information provided by the
BOCW X 4,479.59 crores were available with the Board as on 31 March 2023.

Compliance with prevailing rules and codal provisions are meant to ensure
control and accountability in accounting and financial reporting. Non-
compliance and deviations impact the quality of accounting and financial
reporting adversely. Non-timely submission of UCs against conditional grants;
non-submission of DC bills against AC bills; partially compliance with IGAS;
funds remaining outside Government accounts have impacted the quality of
accounts adversely.

Working of State Public Sector Enterprises (SPSES)

As on 31 March 2023, there were 113 SPSEs in Uttar Pradesh, including six
Statutory Corporations, 86 Government Companies (including 41 inactive
Government Companies) and 21 Government Controlled Other Companies
(GCOCs) under the audit jurisdiction of the Comptroller and Auditor General
of India. Audit noticed that the prescribed timelines regarding submission of
Financial Statements were not adhered to by 101 SPSEs whose 1,047 accounts
were in arrears. Out of the total profit of ¥ 2,169.50 crore earned by 39 SPSEs
as per their latest finalised financial statements, 89.14 per cent was contributed
by six SPSEs only. Out of total loss of ¥ 32,429.90 crore incurred by 27 SPSEs
as per their latest finalised financial statements, loss of I 31,632.46 crore
(97.54 per cent) was attributed to five Power Sector SPSEs. Net-worth of 15
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SPSEs had been completely eroded due to accumulated losses as per their latest
finalised accounts.

The State Government may impress upon the managements of SPSEs to ensure
timely submission of their financial statements. In the absence of finalised
accounts, Government investments in such SPSEs remain outside the oversight
of the State Legislature. The State Government may also analyse the reasons of
losses in loss making SPSEs and initiate steps to make their operations efficient
and profitable.
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CHAPTER-I

OVERVIEW

|1.1 Profile of the State \

Uttar Pradesh is the most populous State with about 17 per cent of India’s
population and fourth largest State in terms of geographical area (2,40,928 sq.
km.). Administratively, Uttar Pradesh is divided into 75 districts. The State has

a population density® of 978 persons per sq. km. as against the all-India average
of 422 persons per sq. km. In terms of Gross State Domestic Product, Uttar

Pradesh was the fourth largest State economy in the country during 2022-23.

The General Data relating to the State is given in Appendix 1.1.

1.1.1 Gross State Domestic Product of the State

Gross State Domestic Product (GSDP) is the value of all goods and services

produced within the boundaries of the State in a given time period. 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. The trends in annual growth of Gross Domestic Product (GDP) of India
and GSDP of the State at current prices are given in Table 1.1.

Table: 1.1: GDP of India and GSDP of the State at current prices (2011-12 series)?

® incrore)
2018-19 2019-20 2020-21 2021-22 2022-23

INDIA
GDP 18899668 | 20103593 | 19829927 | 23471012| 27240712
(2011-12 Series)
GVA 17175128 | 18381117 18188780 21438883 | 24742871
Growth rate of GDP 10.59 6.37 (-)1.36 18.36 16.06
over previous year
(in per cent)
Growth rate of GVA 10.77 7.02 (-)1.05 17.87 15.41
over previous year
(in per cent)
Per Capita GDP (in) 142424 149915 146301 171498 196983
STATE OF UTTAR PRADESH
GSDP 1582180| 1700062 1645317 1974532 2257575
GSVA 1442854 | 1555213 1513794 1807296| 2066139
Growth rate of GSDP 9.88 7.45 (-)3.22 20.01 14.33
over previous year
(in per cent)

L Population Projections for India and States 2011-2036 by National Commission of
Population, Ministry of Health & Family Welfare.

2 GDP and GSDP at current prices for the years 2019-20 to 2021-22 are revised by the
Central/State Government, hence, percentage ratio/buoyancies of various parameters with

reference to GDP/GSDP for 2019-20 to 2021-22 indicated in earlier State Finances Audit

Reports have also been revised.
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2018-19 2019-20 2020-21 2021-22 2022-23
Growth rate of GSVA 9.00 7.79 (-)2.66 19.39 14.32
over previous year
(in per cent)
Per Capita GSDP (in%) 70565 74679 71184 84139 96193
Source: Ministry of Statistics and Programme Implementation, Government of India (Gol)

As detailed in Table 1.1, GSDP of Uttar Pradesh was < 22,57,575 crore in the
year 2022-23 with a growth rate of 14.33 per cent over the previous year
2021-22. GSDP of the State witnessed a comparatively negative growth rate of
3.22 per cent in the COVID-19 pandemic-hit year 2020-21. However, State’s
GSDP subsequently grew by 20.01 per cent in the year 2021-22 as compared to
the previous year. However, during 2022-23, the GSDP growth rate
(14.33 per cent) was lower than the GDP growth rate (16.06 per cent). Further,
the per capita GSDP of the State (3 96,193) was less than per capita GDP
(% 1,96,983).

Gross Value Added (GVA) is being used for economic analysis by Government
of India and international organisations like International Monitory Fund and
World Bank as GVA is considered better indicator of economic growth
compared to GDP, as it ignores the impact of taxes and subsidies. While GDP
can be and is also computed as the sum of the various expenditure incurred in
the economy including private consumption spending, government
consumption spending and gross fixed capital formation or investment
spending, reflecting essentially on the demand conditions in the economy. Both
measures have difference in treatment of net taxes as a result of which the
inclusion of taxes in GDP may differ from the real output situation. From a
policymaker’s perspective it is therefore vital to have a comparison of the GVA
and GSVA data for better analysis and making policy interventions.

The trends of GSDP and GSV A of Uttar Pradesh for the period 2018-19 to 2022-
23 are indicated in Chart 1.1.

Chart 1.1: Growth rate of GSDP vs GSVA (2018-19 to 2022-23)

25.00 3 o
s &
20.00 & 8
< <
- 15.00 © = o
@ 8 g D 10
© o ~ <
5 10.00 N
o
c
©
N o™
0.00 '
-5.00
2018-19 2019-20 2020-21 2021-22 2022-23

m Growth Rate of GSVA over the previous year u Growth Rate of GSDP over the previous year

Source: Ministry of Statistics and Programme Implementation Gol.
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Changes in sectoral contribution to the GSDP is important to understand the
changing structure of the economy. Economic activity is generally divided into
Primary, Secondary and Tertiary sectors, which correspond to Agriculture,
Industry and Service sectors respectively. Comparative position of sectoral
contribution to GSDP in 2022-23 with that of 2018-19 and sectoral growth rates
during this period are given in Chart 1.2 and Chart 1.3 respectively.

Chart 1.2: Change in sectoral contribution to GSVA during the period 2022-23
as compared to 2018-19
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Note: Agriculture (Primary) Sector includes Crop, Livestock, Forestry, Fishing and
aquaculture; Industry (Secondary) Sector includes Mining and quarrying,
Manufacturing, Electricity, Gas, Water supply & other utility services and Construction
and Service (Tertiary) Sector includes Trade, Repair, Hotels and restaurants, Transport,
Storage, Communication & services related to broadcasting, Financial services, Real
estate, Public administration and Other services.

Chart 1.3: Sectoral growth rate of GSVA during the period 2018-23
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It is evident from Chart 1.2 that Service sector was the largest contributor to
State’s GSVA during 2022-23 followed by Industry sector and Agriculture
sector. Chart 1.3 presents that there was a decrease in sectoral growth of all the
three sectors, viz., Agriculture sector, Industry sector and Service sector in the
year 2022-23 with comparison to the year 2021-22.

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 & Entitlements) prepares the Finance Accounts
and Appropriation Accounts of the State annually, from the vouchers, challans
and 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
Accountant General (Audit) and certified by the CAG.

Finance Accounts and Appropriation Accounts of the State together with the
Budget document of the State constitute the core data for this Report. Other
sources include the following:

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

e Other data with Departmental Authorities and Treasuries (accounting as
well as MIS); and

e GSDP data and other State related statistics.

The analysis was also carried out in the context of recommendations of the
Finance Commissions, Uttar Pradesh Fiscal Responsibility and Budget
Management (UPFRBM) Act, 2004 as amended from time to time, Budget
Estimates along with Medium Term Fiscal Restructuring Policy (MTFRP), best
practices and guidelines of the Government of India (Gol). The draft SFAR was
forwarded (November 2023 and January 2024) to the State Government for
comments. Replies of the State Government were awaited.
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1.3 Overview of Government Accounts Structure and Budgetary
Processes

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

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 upon the
Consolidated Fund of the State (Charged expenditure) and are not subject to
vote by the Legislature. All other expenditure (VVoted expenditure) is voted by
the Legislature.

ii. 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.

iii. Public Account of the State {Article 266(2) of the Constitution}

Apart from the 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 repayable 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 balance after disbursement is the fund available with the
Government for use. 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.

Budget Document

There is a constitutional requirement (Article 202) to present before the House
or Houses of the Legislature of the State, a statement of estimated receipts and
expenditures of the government in respect of every financial year. This ‘Annual
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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 revenues (own tax revenue and share of Union
Taxes/ Duties), non-tax revenues and grants-in-aid from Gol.

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-in-aid given to various institutions (even though some of the grants may
be meant for creation of assets).

Capital receipts consist of:

e Debt receipts: Market Loans, Bonds, Loans from financial institutions,
Ways and Means Advances, Loans and Advances from Central
Government, etc.

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

Capital Expenditure is broadly defined as expenditure incurred with the object
of increasing concrete assets of a material and permanent character. It includes
expenditure on the acquisition of land, building, machinery, equipment,
investment in PSEs.

At present, there is an accounting classification system in government that is
both functional and economic.

Attribute of Transaction Classification

Standardised in List | Function- Education, | Major Head under Grants (4-digit)
of Major and Minor | Health, etc. /Department
Heads (LMMH) of | syb-Function Sub Major head (2-digit)
SHECELE O.f Union Programme Minor Head (3-digit)
and States, issued by
Controller  General
of Accounts (CGA)
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)

The functional classification helps in identifying the department, function,
scheme or programme and object of the expenditure. Economic classification
helps organise these payments as revenue, capital, debt, etc. Economic
classification is achieved by the numbering logic embedded in the first digit of
4-digit Major Heads. Object head is the primary unit of appropriation in the
budget documents.
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Chart 1.4: Structure of Government Accounts
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Public Debt and Public Liability: In this Report, ‘Public Debt’ has been taken
to comprise market borrowings, institutional loans, special securities issued to
National Small Savings Fund (NSSF), loan given by Central Government, etc.
For this purpose, the major heads 6003 and 6004-Public Debt have been taken
into consideration.

Further, the transactions relating to ‘Small Savings, Provident Fund, etc.’,
‘Reserve Funds’ and ‘Deposit and Advances’ under Public Accounts are such
that the Government incurs a liability to repay the moneys received or has a
claim to recover the amounts paid. The transactions relating to ‘Remittances’
and ‘Suspense’ under Public Account, includes merely adjusting heads such as
transactions as remittances of cash between treasuries and currency chests and
transfer between different accounting circles.

In this Report, ‘Public Liability’ has been taken to include the transactions
relating to ‘Small Savings, Provident Fund, etc.’, ‘Reserve Funds’ and
‘Deposits’ along with the transactions under major heads 6003 and 6004.

Finance Accounts and Appropriation Accounts

The transactions of the State Government are captured in Finance Accounts and
Appropriation Accounts, which are prepared by the office of the Accountant
General (Accounts & Entitlement), Uttar Pradesh.
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Finance Accounts of the State present the accounts of receipts and outgoings
of the Government for the year, together with the financial results disclosed by
the Revenue and Capital accounts, the accounts of the Public Debt and the
liabilities and assets of the State Government as worked out from the balances
recorded in the accounts. The figures in the Finance Accounts are depicted at
net level, i.e., after accounting for recoveries as reduction of expenditure.

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 Articles 204 and 205 of the
Constitution of India. Appropriation Accounts are on gross basis. These
Accounts facilitate understanding of utilisation of funds, the management of
finances and monitoring of budgetary provisions and are, therefore,
complementary to the Finance Accounts.

Budgetary Processes

In terms of Article 202 of the Constitution of India, the Governor of the State
shall cause to be laid before the State Legislature, a statement of the estimated
receipts and expenditure of the State for the year, referred to as the 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 Uttar Pradesh Budget Manual 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 111 of this Report.

1.4 Snapshot of Finances

Table 1.2 provides the details of actual financial results vis-a-vis Budget
Estimates for the year 2022-23 vis-a-vis actuals of 2021-22.
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Table 1.2: Budget Estimates vis-a-vis actuals of 2022-23 as compared to actuals of 2021-22

®incrore)

Budg
1. Tax Revenue of which 307725.79 367153.76 343832.45 93.65 15.23
(i) | Own Tax Revenue 147367.74 220655.00 174087.15 78.90 7.71
(ii) | Share of Union taxes/duties 160358.05 146498.76 169745.30 115.87 7.52
2. Non-Tax Revenue 11435.97 23406.48 13489.46 57.63 0.60
3. Grants-in-aid from Gol 51849.68 108652.47 59919.59 55.15 2.65
4 Revenue Receipts (1+2+3) 371011.44 499212.71 417241.50 83.58 18.48
Recovery of Loans and
5. Advances (Non-Debt 939.43 2565.00 1337.32 52.14 0.06
Capital Receipt)
6. Miscellaneous Capital
Receipts i 0 0 0 i 0
7. Borrowings and Other 39286.42 81177.98 64636.26 79.62 2.86
Liabilities*
8. Capital Receipts (5+6+7) 40575.69 83742.98 65973.58 78.78 2.92
9. Total Receipts (4+8) 411587.13 582955.69 483215.08 82.89 21.40
0. VFf/E‘i’ce:“e Expenditure of 337581.33|  456089.06|  379978.06 83.31 1683
11. |Interest payments 42875.56 45987.46 43007.98 93.52 1.91
12. | Capital Expenditure 71442.55 123919.85 93028.39 75.07 4.12
13. | Disbursement of Loans and 1613.36 2946.78 10208.63 346.43 0.45
advances
14. | Appropriation to the 600 0 0 - 0.00
Contingency Fund
15. | Total Expenditure 411237.29 582955.69 483215.08 82.89 21.40
(10+12+13+14)
16. |Revenue Deficit (-)/ 33430.06 43123.65 37263.44 86.41 1.65
Surplus (+) (4-10)
17. | Fiscal Deficit (-)/ Surplus (-)39286.42 (-)81177.98 (-)64636.26 79.62 2.86
(+) (4+5+6-15)
18. |Primary Deficit (-)/ 3589.14 (-)35190.52 (-)21628.28 61.46 0.96
Surplus {(4+5+6)-(15-11)}

Source: Finance Accounts of the respective years and budget documents of the State Government

* 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

During the year 2022-23, Tax Revenue of the State was 6.35 per cent below the
projections made in the budget estimates. The State had registered revenue
surplus of ¥ 37,263.44 crore during the year 2022-23 which was 13.59 per cent
below the projections made in the Budget 2022-23. Further, fiscal deficit for the
year 2022-23 was X 64,636.26 crore which was 20.38 per cent below the budget
projections and it was 2.86 per cent of the GSDP.
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1.4.1 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. 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.

An abstract of liabilities and the assets as on 31 March 2023 compared with the
corresponding position on 31 March 2022, as depicted in Statement 1 of Finance
Accounts 2022-23 of the State, is given in Table 1.3.

Table 1.3: Summarised position of Assets and Liabilities

® incrore)
Liabilities Assets
Particulars Ason 31 As on 31 Per cent Particulars As on 31 Ason 31 Per cent
March March increase/ March March increase/
2022 2023 decrease 2022 2023 decrease
Consolidated Fund
A| Internal Debt 496422.89 | 533476.54 7.46 | A| Gross 705544.77 798573.16 13.19
Capital
Outlay
B| Loans and 27261.33* | 34364.15* 26.05 | B| Loans and 27880.79 36752.10 31.82
Advances Advances
from Gol
Contingency Fund
Contingency 1200.00 1200.00 0.0 | Contingency 600.00** 0.06 -99.99
Fund (Corpus) Fund
(unrecouped)
Public Account
A| Small 59314.53 59727.44 0.70 | A| Advances 58.58 58.58 0.00
Savings,
Provident
Funds, etc.
B| Deposits 24037.36 27636.11 14.97 | B| Remittance 103.99 0 -100
C| Reserve 8920.20 12611.99 41.39 | C| Suspense 1750.95 1716.13 -1.99
Funds and
Miscellane
ous
Balances
D| Remittances 0.00 952.62 952.62 | Cash balance 44533.16 32848.19 -26.24
(including
investment
from
Earmarked
Fund)
E| Cumulative 163315.93 | 199979.37 22.45 | Cumulative 0.00 0.00 0.00
Excess of Excess of
Receipt over Expenditure
expenditure over Receipts
Total 780472.24 | 869948.22 11.46 Total 780472.24 869948.22 11.46

Source: Finance Accounts 2022-23

*This includes back to back loan received during 2020-21 (¥ 6,007 crore) and 2021-22
(¥8,139.94 crore) in lieu of GST compensation shortfall with no repayment liability to the State.

** This is transfer to Contingency Fund for increasing the corpus of the Fund during 2021-22

10
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According to UPFRBM Act, 2004, the total liabilities means the liabilities under
the Consolidated Fund of the State and the Public Account of the State.
Statement 6 of the Finance Accounts 2022-23 depicts the total liabilities of the
State. As on 31 March 2023, the total liabilities of the State stood at
% 6,62,316.24 crore which included internal debt of the State Government
(X 5,33,476.54 crore), loans and advances from Gol (X 34,364.15 crore) and other
Public Account liabilities (X 94,475.55 crore). Net increase in internal debt by
7.46 per cent (X 37,053.65 crore) and Loans and Advances from Gol by
26.05 per cent (X7,102.82 crore) over the previous year were the main
contributing factors for increase (349,359.91 crore) in total liabilities from
36,12,956.33 crore as on 31 March 2022. Debt management of the State
Government is detailed in Chapter 11 of this report.

|15 Fiscal Balance: Achievement of deficit and total debt targets |

The Government of Uttar Pradesh enacted the Uttar Pradesh Fiscal
Responsibility and Budget Management (UPFRBM) Act, 2004 with the
objective of ensuring prudence in fiscal management by achieving sufficient
revenue surplus, reducing fiscal deficit, establishing improved debt
management, improving transparency in fiscal operations of the State
Government and using a medium term fiscal framework. In this context, the Act
provides quantitative targets to be adhered by the State with regard to deficit
measures and debt level.

The performance of the State during the period 2018-23 under key fiscal
indicators provided in the UPFRBM Act as amended from time to time is

depicted in Table 1.4.
Table 1.4: Compliance with provisions of UPFRBM Act

Fiscal targets set in the Achievement
Act 2018-19 | 2019-20 ‘ 2020-21 2021-22 2022-23

SV Ve BTl Reduce Revenue Deficit to 67560 (-) 2367
(-)/ Surplus (+) Nil by year ending on 31

Parameters

® in crore) March 2009 v v X v v
HE RSO Not more than three per (-) 35203 11083 (-) 54622 (-) 39286 | (-) 64636
Surplus (+) cent of GSDP in 2018-19
(EEIEEEIECe ] and 2019-20, five per cent
' -)2.22 0.65 1) 3.32 -) 1.99 -) 2.86

GSDP) for 2020-21 and four per ) ) ©) ©)

cent for 2021-22 and

3.5 per cent for 2022-23. v v v v v
Ratio of total Not more than 30.50 per 32.75 29.55 33.97 30.33 28.71

outstanding cent during 2018-19 and
liability* to 30.00 per cent during
GSDP 2019-20.

Targets of debt stock to GSDP under
(in per cent) X v | FRBM Act was not fixed for the year
2020-21, 2021-22 and 2022-23.
Source: Budget documents of the State Government, UPFRBM Act, 2004 as amended from time to
time and Finance Accounts of the respective years

*Total outstanding liabilities to GSDP per cent has been calculated excluding back to back loan received
during 2020-21 (¥ 6,007 crore) and 2021-22 (¥8,139.94 crore) in lieu of GST compensation shortfall
with no repayment liability to the State.

11



State Finances Audit Report for the year ended 31 March 2023

As indicated in Table 1.4, the ratio of fiscal deficit to GSDP was within the
targets of set out in the UPFRBM (Amendment) Act during the period 2018-19
to 2022-23. Further, the State Government informed (August 2023) that the
action on fixing the targets for debt stock to GSDP would be taken after
receiving the directions of Government of India on the recommendations of
Fifteenth Finance Commission regarding fiscal road map of the States.
However, the ratio of total outstanding debt to GSDP (28.71 per cent) was
within the limit (40.50 per cent of GSDP) recommended by 15" Finance
Commission as indicative debt path for the year 2022-23.

1.5.1 Medium Term Fiscal Restructuring Policy (MTFRP) |

UPFRBM Act, 2004 lays down that the State Government shall in each financial
year lay before both Houses of the Legislature a Medium-Term Fiscal
Restructuring Policy (MTFRP) along with the annual budget. The MTFRP shall
set forth a five-year rolling targets for the prescribed fiscal indicators with
specification of under lying assumptions.

1.5.2 Comparative position of fiscal parameters: Projected in MTFRP
with Actuals

Comparison of targets for fiscal parameters projected in MTFRP 2022 presented
to the State Legislature with actuals for the year 2022-23 are depicted in
Table 1.5.

Table 1.5: Projection in MTFRP vis-a-vis Actuals for 2022-23
® incrore)
Variation
(in per cent)

Fiscal Variables Projection as Actuals

(2022-23)

per MTFRP

1 Own Tax Revenue 220655 174087 -21.10
2 Non-Tax Revenue 23406 13489 -42.37
3 Share of Union taxes/duties 146499 169745 15.87
4 Grants -in-aid from Gol 108652 59920 -44.85
5 Revenue Receipts (1+2+3+4) 499213 417241 -16.42
6 Revenue Expenditure 456089 379978 -16.69
7 Revenue Deficit (-)/ Surplus (+) 43124 37263 -13.59
8 Fiscal Deficit (-)/ Surplus (+) (-)81178 (-)64636 -20.38
9 Primary Deficit (-)/ Surplus (+) (-)35191 (-)21628 -38.54
10 Debt stock-GSDP ratio (per cent) 325 28.71* -11.66
11 GSDP growth rate at current 17.08 14.33 -16.10
prices (per cent)?

Source: Finance Accounts 2022-23 and budget documents of State Government.

*Debt Stock to GSDP per cent has been calculated excluding back to back loan received during
2020-21 (¥6,007 crore) and 2021-22 (¥8,139.94 crore) in lieu of GST compensation shortfall with no
repayment liability to the State

As detailed in Table 1.5, against the projection for Revenue Surplus of
< 43,124 crore in MTFRP for 2022-23, State has registered Revenue surplus of
I 37,263 crore during the year mainly due to shortfall of Revenue Receipts by

3 In MTFRP 2022, the State Government had projected GSDP of ¥ 17,49,469 crore and
< 20,48,234 crore for the year 2021-22 and 2022-23 respectively.

12
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< 81,972 crore (16.42 per cent) from MTFRP projections, which was due to less
receipts of Own Tax Revenue (X 46,568 crore), Non-Tax Revenue (X 9,917
crore) and Grants-in-aid from Gol (X 48,732 crore) as compared to MTFRP
projections. However, there was increase of ¥ 23,246 crore in share of union
taxes/duties as compared to MTFRP projection. Further analysis revealed that
shortfalls in Own Tax Revenue vis-a-vis budget projections were mainly under
State Goods and Services Taxes (X 24,123 crore) followed by State excise
(X 7,900 crore), Stamps and Registration fee (X 4,848 crore), Taxes on sales,
trade etc. (X 4,234 crore) and Taxes on vehicles (X 1,828 crore).

Less revenue expenditure (X 76,111 crore) as compared to MTFRP projections
were due to lower expenditure under General Services (% 32,982 crore), Social
Services (X 30,190 crore), Economic Services (X 12,938 crore) Sectors. The
trend of State Government’s receipts and expenditure has been analysed in
Chapter 11 of the Report.

‘1.5.3 Trend analysis of Key Fiscal Indicators

Trend analysis for the period 2018-23 of key fiscal indicators viz. deficit
parameters (fiscal deficit/surplus, revenue deficit/surplus and primary
deficit/surplus), ratio of surplus/deficit to GSDP and fiscal liabilities to GSDP
are depicted in the following Charts 1.5, 1.6 and 1.7.

Chart 1.5: Trends in Surplus/Deficit Parameters
80000 67560
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=17194

-21628
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20000 35003

-40000 -54622

-39286

-64636
-60000

-80000
2018-19 2019-20 2020-21 2021-22 2022-23

= Revenue Surplus/Deficit Fiscal Deficit Primary Deficit

Source: Finance Accounts of the respective years

Note: Revenue Surplus, primary surplus and Fiscal Surplus during the year 2019-20 were
mainly due to transfer of book balance of & 71,180 crore of Sinking Fund in
March 2020 to Non Tax Revenue without actual cash receipt.
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Chart 1.6: Trends in Surplus/Deficit relative to GSDP
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Chart 1.7: Trends in Fiscal Liabilities and GSDP
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Source: Finance Accounts of the respective years and Ministry of Statistics and Programme
Implementation, Gol

* Total outstanding liabilities to GSDP per cent has been calculated excluding back to back loan
received during 2020-21 (¥ 6,007 crore) and 2021-22 (¥8,139.94 crore) in lieu of GST compensation
shortfall with no repayment liability to the State.

Total outstanding liabilities of the State has consistently risen during 2018-19
to 2022-23, except in 2019-20 when Public Accounts liability was reduced due
to transfer of sinking fund of ¥ 71,180 crore as Non Tax Revenue. Internal Debt
increased from ¥ 3,53,190 crore in the year 2018-19 to ¥ 5,33,477 crore in the
year 2022-23. Though during 2022-23, outstanding fiscal liabilities of the State
increased by ¥ 49,360 crore (8.05 per cent) over the previous year, the total debt
to GSDP per cent had showed a declining trend during the period 2020-21
(33.97 per cent) to 2022-23 (28.71 per cent).

|1.6 Deficits and Total Debt after examination in audit

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

11.6.1 Post audit — Deficits/surplus

As per the FRBM Act, the State Government must ensure compliance to the
targets fixed for the fiscal indicators. The Revenue Deficit and the Fiscal deficit
as worked out for the State gets impacted due to various circumstances such as,
misclassification of revenue expenditure as capital and vice versa, interest not
credited in interest-bearing reserves, etc., which are discussed in the Report in
succeeding Chapters. In order to arrive at actual deficit/surplus figures, the
effect of misclassification of revenue expenditure/capital outlay and/or any such
misclassification needs to be included and the impact of the aforesaid issues
needs to be addressed and appropriately factored into.

The impact of the above issues has resulted in overstatement of state revenue
surplus and understatement of fiscal deficit by < 3,356.11 crore and
< 3,326.58 crore respectively during the year 2022-23 which has been worked
out in Table 1.6 and result of audit impact has been depicted in Table 1.7.

Table 1.6: Revenue and Fiscal Deficits post examination by Audit

R incrore)

Particulars Impact on Revenue Impact on Fiscal Deficit
Surplus

Over- Under- Over- Under-

statement =~ statement = statement = statement
) ©) (4) ©)
Short contribution to Consolidated Sinking| 428.48 - - 428.48
Fund (Refer to Paragraph 2.5.2.1)
Interest not credited to the State Disaster| 266.56 - - 266.56
Response Fund (Refer to Paragraph 2.5.2.3)
Interest not credited to the State Compensatory 37.02 37.02
Afforestation Fund (Refer to Paragraph 2.5.2.6)
Misclassification of expenditure between 29.53 - - -
Revenue to Capital and vice-versa (Refer to
Paragraphs 3.2.2 and 3.4.2.4)
Interest not credited on balances of Defined 30.75 - - 30.75
Contributory Pension scheme (Refer to
Paragraph 4.2)
Short contribution to Guarantee Redemption| 1742.18 1742.18
Fund (Refer to Paragraph 2.5.2.5)
Short contribution to Central Road and| 658.75 658.75
Infrastructure Fund (Refer to Paragraph 2.5.2.7)
Short contribution to Building and other 7.23 7.23
Construction Workers Welfare Cess (Refer to
Paragraph 2.5.3.1)
Non-transfer of fund to Uttar Pradesh Road| 155.61 155.61
Transport Accident Relief Fund (Refer to
Paragraph 4.3)
¥ 3356.11 crore ¥ 3326.58 crore
Net Impact (Overstatement of (Understatement of fiscal
revenue surplus) deficit)

Source: Finance Accounts 2022-23 and audit analysis.
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Table 1.7: Result of audit impact

® incrore)
Particular As per Accounts Understated (-)/ Actual/
Overstated (+) by Post audit
examination
4 5=3-4
1 Revenue Surplus 37263.44 3356.11 33907.33
2 Fiscal Deficit 64636.26 (-)3326.58 67962.84

Source: Audit analysis

1.7 Post audit — Total Public Debt |

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

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

Examination of Audit revealed that during the year 2022-23, the State
Government resorted to extra-budget borrowings which is discussed in detail in
Paragraph 4.1 of the Report. As on 31 March 2023, extra-budget borrowings
of X 24,314.36 crore was outstanding, which has impact on the overall debt stock
of the State as given in Table 1.8.

Table 1.8: Component of outstanding debt/liabilities as on 31 March 2023

® incrore)
Borrowings and other liabilities as per Finance Accounts
2022-23
Internal Debt (A) 533476.54
Market Loans 447467.50
Loans from Financial Institutions 50638.47
Special Securities issued to National Small Savings Fund 35248.39
Other Loans 122.18
Loans and Advances from the Central Government(B) 34364.15
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Borrowings and other liabilities as per Finance Accounts

2022-23

Ways and Means Advances 1.43
Pre 1984-85 Loans 9.94
Loans to cover gap in resources 14146.94
Block Loans 877.00
Special Assistance 1134.62
Other Loans 18194.22
Liabilities upon Public Accounts (C) 94475.55
Small Savings Provident Funds etc. 59727.44
Reserve Funds 7111.99
Deposits 18867.27
Deposits, yet to be apportioned between UP and Uttaranchal 8768.85

Total (A+B+C) 662316.24
Extra-budget borrowings
Extra budget borrowing during 2022-23 3488.00
Extra-budget borrowings as on 31.03.2023 24314.36
Grand Total 686630.60

Source: Finance Accounts 2022-23 and information provided by Department of Finance

Thus, after including the extra budget borrowings the overall debt/liabilities of
the State as on 31.03.2023 was X 6,86,630.60 crore as against X 6,62,316.24
crore as per Accounts. However, the borrowing and other liabilities of the State
was X 6,72,483.66 crore after excluding back to back loan received during
2020-21 (X 6,007 crore) and 2021-22 (X 8,139.94 crore) in lieu of GST
compensation shortfall with no repayment liability to the State. The outstanding
liabilities as a percentage of GSDP was 29.79 per cent after including extra
budget borrowings but excluding back to back loan in lieu of GST compensation
shortfall.
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CHAPTER-II

FINANCES OF THE STATE

2.1 Major changes in Key fiscal aggregates of the State

This section gives a bird’s eye view of the major changes in key fiscal
aggregates of the State during the financial year 2022-23, compared to 2021-22.
The analysis of the following indicators is discussed in the succeeding

paragraphs.

Table 2.1: Changes in key fiscal aggregates in 2022-23 compared to the year 2021-22

Revenue
Receipts

AN NI NN

\

Revenue receipts of the State increased by 12.46 per cent
Own Tax receipts of the State increased by 18.13 per cent
Non-tax receipts increased by 17.96 per cent

State’s Share of Union Taxes and Duties increased by
5.85 per cent

Grants-in-Aid from Government of India increased by
15.56 per cent

Revenue
Expenditure

AN

<

Revenue expenditure increased by 12.56 per cent
Revenue expenditure on General Services increased by
8.36 per cent

Revenue expenditure on Social Services increased by
14.83 per cent

Revenue expenditure on Economic Services increased by
17.71 per cent

Expenditure on Grants-in-Aid increased by 9.09 per cent

Capital
Receipts

Debt Capital Receipts decreased by 11.75 per cent
Non debt Capital Receipts increased by 42.35 per cent

Capital
Expenditure

ANANANENEN

<

Capital expenditure increased by 30.21 per cent

Capital expenditure on General Services increased by
88.76 per cent

Capital expenditure on Social Services increased by
88.75 per cent

Capital expenditure on Economic Services increased by
5.96 per cent

Loans and
Advances

<\

Disbursement of Loans and Advances increased by
532.76 per cent
Recoveries of Loans and Advances
42.35 per cent

increased by

Public Debt

Public Debt Receipts decreased by 11.75 per cent
Repayment of Public Debt decreased by 21.01 per cent

Public
Account

DNRNANEN

Public Account Receipts increased by 18.72 per cent
Disbursements from Public Account increased by
17.88 per cent

Cash
Balance and
Investment

<

Cash balance and Investment decreased by X 11,685 crore
(26.24 per cent) as on 31 March 2023 as compared to
31 March 2022.

Source: Finance Accounts of the respective year
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|2.2 Sources and Application of Funds |

A time series data on the State Government finances for the period 2018-23 is
given in Appendix-2.1. Table 2.2 depicts the components and sub-components
of the State’s financial resources and application of funds during the year
2022-23 as compared to the year 2021-22.

Table 2.2: Comparison of Sources and Application of funds
during the years 2021-22 and 2022-23

Particulars 2021-22 2022-23  Increase/ Decrease
(¥in crore) (< incrore) (in percentage)
Sources Opening Cash Balance 31653 44533
and Investment 40.69
Revenue Receipts 371011 417241 12.46
Recoveries of Loans and 939 1337
Advances 42.35
Public Debt Receipts 47025 44156
(Net) (-)6.10
Miscellaneous Capital 0 0
Receipts -
Public Account Receipts 4442 8795
(Net)* 98.00
Contingency Fund 700 0
Receipts (-)100.00
Total 455770 516062 13.23
Application | Revenue Expenditure 337581 379978 12.56
Capital Expenditure 71443 93028 30.21
Disbursement of Loans 1613 .
and Advances 10208 532.76
Appropriation to 600 0
Contingency Fund (-)100.00
Disbursements under 0 0.06 -
Contingency Fund
Closing Cash Balance 44533
and Investment 32848 (-)26.24
Total *455770 516062 13.23

Source: Finance Accounts of the respective years.

* Excluding transactions under Major Heads 8671-Departmental Balances, 8672-Permanent Cash
Imprest and 8673-Cash Balance Investment Account and investments in Reserve Funds which are
part of opening and closing cash balances.

** Disbursement of loans and advances during 2022-23 was¥10,208.63 crore.

2.2.1 Component wise sources and applications of funds during the year
2022-23 are depicted in Chart 2.1.
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Chart 2.1: Composition and Application of Resources during the year 2022-23

Composition of Resources (in per cent) Application of Resources (in per cent)

Disbursem
ent of
Loans and
Advances

Public
Recoverie Debt Public Account Receipts

Repayment of Public

Non Tax

Revenue
(2.73) Expenditure

(15.49)

Source: Finance Accounts 2022-23

|2.3 Resources of the State |

This section analyses resources of the State and their trends during the years
2018-19 to 2022-23.

2.3.1 Receipts of the State |

The composition of receipts of the State during the year 2022-23 is shown in
Chart 2.2
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Chart 2.2: Details of composition of receipts during the year 2022-23

Total Receipts
(%494220

crore)

, _ _ Contingen Net Public
Revenue Receipts Capital Receipts cy Fund Accounts
(R 417241 crore) (X 68184 crore) Receipts Receipts
X O crore (X 8795 crore)
Grantsin ) (~ ) (" Public P
Aid from quer;e?egt Debt
Gol Non tax P Receipts
2 59920 Share of O 16 ownT (1337 (% 66847 .
( Union taxes | | Revenue Wi b crore) Small Savings, PF,
crore) and duties | | (z 13489 Revenue \_crore) etc.
(k169745 crore) | | & 174087 crore) Recoveries R(Z 413 Clgoreg
crore) of loans and (geggg Cr‘i)’le)s
LTSS Internal debt Deposits/advances
\ J (X 58024 crore) (X 3599 crore)
/ \ Loans and Suspense and
Taxes on Sales, Trade, etc. advances from Misc.
(231979 crore) Gol (% 34 crore)
State Excise (X 8823 crore) Remittances
(X 41253 crore) (X 1057crore)

Stamps and Regn. fees, etc.
(X 24844 crore)
State GST
(X 64141 crore)
Taxes onVehicles
(X 9059 crore)
Land Revenue
(X 285 crore)
Taxes and Duties on Electricity
(X 2519 crore)

Others
(X 7 crore)

Source: Finance Accounts 2022-23

The total receipts of the State during the year 2022-23 was X 4,94,220 crore. It
constitutes of Revenue Receipts of I 4,17,241 crore, Capital Receipts of
T 68,184 crore and Net Public Account Receipt* of ¥ 8,795 crore. Revenue
Receipts consist of Own Tax Revenue of ¥ 1,74,087 crore, Non-Tax Revenue
of ¥ 13,489 crore, Share of Union taxes and duties of ¥ 1,69,745 crore and
Grants-in-Aid from GOI of 59,920 crore. Capital Receipts constitute
Non-debt Receipts of X 1,337 crore and Public Debt Receipts of X 66,847 crore.

2.3.2 State's Revenue Receipts

This paragraph analyses trends in total Revenue Receipts and its components.
It is followed by analysis of trends in the receipts bifurcated into State’s own
receipts and receipts from the Central Government.

4 Net Public Account Receipts is the net balance at the end of the financial year of Small
Savings & Provident Fund, Reserve Funds, Deposit/Advances, Suspense & Miscellaneous
and Remittances.
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2.3.2.1 Trends and growth of Revenue Receipts

The trends and growth of Revenue Receipts with respect to Gross State
Domestic Product (GSDP) over the five-year period 2018-23 are depicted in

Table 2.3.

Table 2.3: Trend in Revenue Receipts, Own Tax and Non-Tax Revenues of the State

Parameters

2018-19

2019-20

2020-21

2021-22

® incrore)
2022-23

Revenue Receipts (RR) 329978 366393 296176 371011 417241
Rate of growth of RR (per cent) 18.37 11.04 (-)19.16 25.27 12.46
Tax Revenue

Own Tax Revenue 120122 122826 119897 147368 174087
State’s share in Union taxes and duties 136766 117818 106687 160358 169745
Non-Tax Revenue 30101 81705 11846 11436 13489
Grants-in aid from Gol 42989 44044 57746 51849 59920
Rate of growth of GIA from Gol 5.76 2.45 31.11 (-)10.21 15.56
Own Revenue (Own Tax and Non-Tax 150223 204531 131743 158804 187576
Revenue)

Rate of growth of Own Revenue (per cent) 28.19 36.15 (-)35.59 20.54 18.12
GSDP (2011-12 Series) 1582180 1700062 1645317 1974532 2257575
Rate of growth of GSDP (per cent) 9.88 7.45 (-)3.22 20.01 14.33
RR/GSDP (per cent) 20.86 21.55 18.00 18.79 18.48
Buoyancy Ratio®

Revenue Buoyancy w.r.t. GSDP 1.86 1.48 * 1.26 0.87
State’s Own Revenue Buoyancy w.r.t. GSDP 2.85 4.85 * 1.03 1.26

Source: Finance Accounts of the respective years and Ministry of Statistics and Programme
Implementation, Government of India

*Since growth of GSDP was negative hence buoyancy was not calculated.

Analysis based on figures as detailed in Table 2.3 revealed that:

e Revenue Receipts of the State of Uttar Pradesh during the year 2022-23 was
34,17,241 crore. The compound annual growth rate (CAGR) was
6.04 per cent during the period 2018-23. It increased by 12.46 per cent in the
year 2022-23 as compared to previous year (2021-22). The increase in
Revenue Receipts was mainly due to higher receipts of Corporation Tax
(23 per cent) and Taxes on Income other than Corporation Tax (17 per cent)
under Central Tax Transfers and Own Tax Revenue (18 per cent) as
compared to the year 2021-22.

e State Government had projected Revenue Receipts of I 4,99,213 crore in
Budget Estimates 2022-23 which was reduced to ¥ 4,78,817 crore in Revised
Estimates. As compared to Budget Estimates 2022-23, there were shortfall
in actual receipts by 21.10 per cent in Own Tax Revenue, 42.37 per cent in
Non-Tax Revenue and 44.85 per cent in Grants-in-aid from Gol. State could

5 Buoyancy ratio indicates the degree of responsiveness of a fiscal variable with respect to a
given change in the base variable.
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also not achieve Revised Estimates projections due to shortfall of
6.02 per cent in Own Tax Revenue and 46.28 per cent in Grants-in-aid from
Gol.

e State’s own tax revenue buoyancy ratio with respect to GSDP had fluctuating
trend during the period 2018-23. It increased to 4.85 in the year 2019-20 as
compared to 2.85 in the year 2018-19, during 2021-22, it was 1.03 which
increased to 1.26 during the year 2022-23.

e Grants-in-Aid from Government of India was 14.36 per cent of Revenue
Receipts during 2022-23 as compared to 13.98 per cent during 2021-22 due
to higher (15.56 per cent) receipts of grants-in-aid during 2022-23.

The trends and composition of Revenue Receipts as per Finance Accounts
during the period 2018-23 are depicted in Chart 2.3 and Chart 2.4.

Chart 2.3: Trend of Revenue Receipts during the period 2018-23

200000
160358 P
160000 122826
136766
140000
119897 147368 169745
® 120000
(=)
= 120122
= 100000 117818 106687
v
~ 80000
57746 59920
e 81705 51849
42989 44044 — —
40000 —
11436
0
2018-19 2019-20 2020-21 2021-22 2022-23
= OWN Tax Revenue Non-Tax Revenue

Central Tax Tranfer State's share = Grants-in-aid

Source: Finance Accounts of the respective years
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Chart 2.4: Revenue Receipts as a percentage of GSDP during the period 2018-23
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Source: Finance Accounts of the respective years and Ministry of Statistics and Programme
Implementation, Government of India

‘2.3.2.2 State’s Own Resources

State’s Own Resources comprise Own Tax Revenue and Non-Tax Revenue.
Components of Own Tax Revenue of the State of Uttar Pradesh are State GST
(SGST), State Excise, Taxes on Vehicles, Stamps and Registration Fees, Land
Revenue, Taxes and Duties on Electricity, Taxes on Goods and Passengers, etc.
The sources of Non-Tax Revenue include receipts from fiscal services like
interest receipts from outstanding loans and advances given by Government and
investment of cash balance, dividends and profits from equity investments,
royalty fees for allowing use of assets held as custodian like minerals, forests
and wild life, or other such services and user charges for various social and
economic services provided through the apparatus of the Government. The
details of collection of Own Tax / Non-Tax Revenue during the period 2018-23
are given in Appendix-2.2.

()  Own Tax revenue

Own Tax Revenue of the State consists of State Goods and Services Tax
(SGST), Taxes of Sales, Trade, etc., State Excise, Taxes on Vehicles, Stamp
Duty and Registration Fees, Land Revenue, etc.

Own Tax Revenue of the State was X 1,74,087 crore during the year 2022-23.
During the period 2018-23, it increased by 44.93 per cent (X 53,965 crore) from
< 1,20,122 crore in 2018-19 to ¥ 1,74,087 crore in 2022-23. Major trends of
growth of Own Tax Revenue are given in Chart 2.5.
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Chart 2.5: Own Tax Revenue during the period 2018-23
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During the period 2018-23, receipts under components of State’s Own Tax
Revenue are given in Table 2.4.

Table 2.4: Components of State’s Own Tax Revenue during the period 2018-23
( incrore)

Revenue Head 2018-19 | 201920  2020-21 2021-22 202223 Sparkline

23798 20517 2127 27038 31979

1. |Taxes on Sales, Trade, etc. J

N State Goods and Service Tax 46108 471232 42860 54504 64141 '_‘\//‘

~ |(8GST)

23927 27323 30061 36320 41233

3. [State Excise /

77 ! 77

4. |Taxes on Vehicles 6928 s 8483 e 0% /\'//
15733 16070 16475 20048 24344

5. |Stamps and Registration fees ._'_/

4 7

6. |Land Revenue 631 504 247 193 285 \\v/

7. [Taxes and duties on Electricity 2078 3433 1387 1566 2519 /\J
18 10 7 13 7

8. |Other Taxes \/‘\
120122 122826 119897 147368 174087

Source: Finance Accounts of the respective year
It is evident from Table 2.4 that:
e The overall increase of 18 per cent in Own Tax Revenue during 2022-23

over previous year was mainly due to increase in receipts of State Goods
and Services Tax by ¥ 9,547 crore, State Excise by ¥ 4,933 crore, Taxes on
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Sales, Trade by I 4,921 crore, Stamps and Registration Fees by
< 4,796 crore and Taxes on Vehicles by I 1,283 crore, Taxes and Duties on
Electricity by ¥ 1,153 crore as compared to the year 2021-22.

State Goods and Services Tax (SGST) which is the largest component of tax
revenue of the State comprised 36.84 per cent of the own tax revenue
receipts for the year 2022-23. During the year 2022-23, the Budget estimate
for SGST was I 88,264 crore against which actual collection was
< 64,141 crore which was 27.33 per cent below the estimation. However,
SGST was 17.49 per cent higher in 2022-23 as compared to the previous
year.

Collection under Taxes on Sales, Trade, etc., increased mainly due to more
receipt under State Sales Tax by ¥ 2,780.62 crore and Value Added Tax by
3 2,747.72 crore. Increase in State Excise was mainly due to increase in
receipts on account of Malt Liquor by ¥ 1,862.83 crore, Foreign Liquor and
Spirits by I 1,048.86 crore and Country Spirits by ¥ 1,804.83 crore. Increase
in Taxes on Vehicles mainly due to more receipts of I 924.88 crore under
the State Motor Vehicle Taxation Act and ¥ 359.18 crore under the Indian
Motor Vehicles Act.

State Goods and Services Tax (SGST)

As per figures intimated by the Reserve Bank of India, the amount of SGST for
the year 2022-23 was I 27,364.88 crore and as per the Finance Accounts
2022-23, the amount of SGST under Major Head 0006 was < 64,140.91 crore.
The difference of ¥ 36,766.03 crore was mainly due to figures of minor heads
105, 106, 107, 108 and 110 regarding apportionment of IGST (X 38,685.46
crore) booked on the basis of sanctions received from Government of India and
refund/floating charges of X 1,909.47 crore.

| Analysis of arrears of revenue

The arrear of revenue indicates delayed realization of revenue due to the

Government.

As of 31 March 2023,

the arrears of revenue were

< 45,687.87 crore, of which ¥ 16,893.47 crore were outstanding for more than

five years, as detailed in Table 2.5.

Table 2.5: Arrear of Revenue

Head of Revenue

® incrore)

Amount outstanding Amount outstanding

as on

31 March 2023

for more than five

years as on

31 March 2023

1. Tax/VAT on Sales, Trade etc. 35081.65 14910.71
2. Goods and Service Tax 7430.27 0.00
3. Taxes on Vehicles 675.57 0.00
4, State Excise 45.26 45.26
5. Stamp and Registration 2455.12 1937.50

Total 45687.87 16893.47
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(i) Non-Tax Revenue

Major sources of Non-Tax revenue and their trend analysis during the period
2018-23 is given in Table 2.6:

Table 2.6: Trends of Non-Tax Revenue during the period 2018-23.

® incrore)
Particulars 2018-19 2019-20 2020-21 2021-22  2022-23 Sparkline
(i) Interest receipts 1712 1469 1115 1250 1259 \/__
(ii) Dividends and Profits 176 39 103 212 141 \/\
(iii) Other Non-tax Receipts:
13678 72044 372 295 436
(a) Miscellaneous General Services PN
(b) Non-ferrous Mining and 3165 2181 3113 2653 3351 \/\/
Metallurgical Industries
5735 1044 1300 1769 965
(c) Power Lﬂ
%08 1024 1174 1120 1280
(d) Irrigation (Major, Medium and Minor) /“*/
932 707 997 640 855
(2) Roads and Bridges \/\/
381 430 305 452 672
(f) Education, Sports, Art and Culture /\/
3414 27117 2956 3043 4430
(g) Others Or Miscellaneous \,_/
28213 80197 10626 9974 12089
Total
L 30101 81705 11845 11436 13439
Grand Total [(i), (ii) and (iii)]

Source: Finance Accounts of the respective years.

Non-Tax receipts of the State was the highest during 2019-20. However, higher
Non-Tax receipts during 2018-19 and 2019-20 was mainly due to book transfers
of balances from Sinking Fund amounting to¥ 12,693 crore (2018-19) and
< 71,180 crore (2019-20) to the head ‘Miscellaneous General Services’ without
actual cash receipts. During 2022-23, the total receipts under Non-Tax Revenue
were ¥ 13,489 crore, representing an increase of 17.95 per cent over the
previous year. Increases were mainly in receipts of Non-Ferrous Mining and
Metallurgical Industries by I 696 crore (26.21 per cent), Education, Sports, Art
and Culture ¥ 220 Crore (48.67 per cent). Increases were counter balanced by
less receipts under Power X 804 crore (45.44 per cent) as compared to previous
year (2021-22).

|2.3.2.3 Transfers from the Union Government |

Components of the State’s share of the State Government in Union taxes and
duties are Corporation Tax, Taxes on Income other than Corporation Tax,
Service Tax, Union Excise Duties, Central Goods and Service Tax and
Integrated Goods and Service Tax etc. The trends of Central tax transfers and
grants during the period 2013-14 to 2022-23 are brought out in Chart 2.6 below:

28



Chapter Il — Finances of the State

Chart 2.6: Trends of Transfers from Union Government

250000 512207 229665
200000 161587 +727°° 161862 164433 166358 169745
Lyogag 141965
150000
59920
31861 32537 40648 42989 44044 57746 51849
50000 22 I —
0

2013-14
2014-15
2015-16
2016-17
2017-18
2018-19
2019-20
2021-22
2022-23

2020-21

e Central Tax Transfers e GIA from Gol e===Total Transfer from Union Govt.

During the year 2022-23, transfers from Gol, (% 2,29,665 crore) which included
State’s share of Union Taxes and Duties (X 1,69,745 crore) and Grants-in-aid
(X 59,920 crore), constituted 55.04 per cent of Revenue Receipts
(X 4,17,241 crore) of the State. Total transfer from Gol was 8.23 per cent
(X 17,458 crore) higher as compared to the year 2021-22.

[0 Central Tax Transfers |

The actual release of share in Union taxes and duties to State Government
vis-a-vis projections made by Fourteenth Finance Commission (2015-20) and
Fifteenth Finance Commission for the period 2020-23 is tabulated in Table 2.7.

Table 2.7: Projection vis-a-vis Actual devolution of Central Share to Uttar Pradesh

(R incrore)
ea ance Co on pro 0 Projectio AMO pifterence
as pe R Devolvead
2015-16 | 17.959 per cent of net proceeds of all 104297 90973.69 | (-)13323.31
2016-17 shareable taxes excluding service tax and 120355 109428.29 | (-)10926.71
2017-18 | 18.205 percent of net proceeds of 139070 120939.14 | (-)18130.86
2018-19 | Shareable service tax  (As  per 160892 136766.46 | (-)24125.54
201920 | "ecommendations of 147 FC) 186352 11781830 | (1)68533.70
2020-21 17.931 per cent of net proceeds of all 153342 106687.01 | (-)46654.99
shareable taxes. (As per
recommendations of 15" FC)
2021-22 17.939 per cent of net proceeds of all 118145 160358.05 42213.05
2022-23 | shareable taxes. (As per 131426 169745.30 38319.30
recommendations of 15" FC)

The trend of receipts under Uttar Pradesh’s share in Union Taxes and Duties
during the five-year period 2018-23 is given in Table 2.8.
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Table 2.8: Central Tax Transfers during the period 2018-23
® incrore)

2018-19

2019-20

2020-21

2021-22

2022-23

Central Goods and
Services Tax (CGST)

33757

33434

31611

45919

48136

Integrated Goods and 2694 0 0 0 0
Services Tax (IGST)

Corporation Tax 47563 40171 32258 45807 56507
Taxes on Income other 35028 31477 33080 47482 55758
than Corporation Tax

Customs 9695 7468 5606 11922 6697
Union Excise Duties 6442 5192 3577 6693 2101
Service Tax 1252 0 475 2360 266
Other Taxes® 335 76 80 175 280
Total 136766 117818 106687 160358 169745
Percentage of increase 13.09 (-)13.85 (-)9.45 50.31 5.85
over previous year

Percentage of Central tax 41.45 32.16 36.02 43.22 40.68

transfers to total Revenue
Receipts of State
Source: Finance Accounts of the respective years.

Table 2.8 shows that during the year 2022-23, the receipts under State’s share
of Union taxes and duties increased by ¥ 9,387 crore (5.85 per cent) as
compared to year 2021-22. State’s share of Union taxes and duties constituted
40.68 per cent of total revenue receipts of the State Government.

|(ii) Grants-in-aid from Government of India |

The State Government received Grants-in-aid from Gol under sub major heads
such as Grants for Centrally Sponsored Schemes (CSS), Finance Commission
Grants and other transfers from Gol. During the period 2018-23, position of
grants-in-aid from Gol is depicted in Table 2.9
Table 2.9: Grants-in-aid from Government of India during the period 2018-23
R incrore)

2018-19 2022-23

2019-20

2020-21  2021-22

Grants for Centrally
Sponsored Plan Scheme
Grants for Centrally 31250 25824 32342 31227 35575
Sponsored Schemes (CSS)
Finance Commission Grants 9318 12965 16023 12306 12384
Other Transfers/Grants to 2421 5255 9381 8316 11961
States/Union Territories with
Legislature

Total 42989 44044 57746 51849 59920
Percentage of increase over 5.76 2.45 31.11 | (-)10.21 15.57
the previous year
Percentage of GIA to 13.03 12.02 19.50 13.98 14.36
Revenue Receipts

Source: Finance Accounts of respective years

 Include Taxes on Wealth, Other Taxes on Income and Expenditure, Other Taxes and Duties
on commodities and Services.
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It is evident from Table 2.9 that overall increase during the period 2018-23
under different components of Grants-in-aid from Gol was 39.38 per cent from
< 42,989 crore in 2018-19 to ¥ 59,920 crore in 2022-23. However, in the year
2022-23, there was an increase of 15.57 per cent (% 8,071 crore) in Grants-in-
aid over the previous year. The State Government received X 35,575 crore under
Centrally Sponsored Schemes during 2022-23 which was 13.92 per cent higher
in comparison to the year 2021-22 mainly due to increased Grants-in-Aid under
Rural Development Department by ¥ 6,894.58 crore (130.63 per cent), Medical
Education Department by I 642.68 crore (91.81 per cent), Women and Child
Development by X 1,075.79 crore (71.36 per cent), Panchayati Raj and Youth
Welfare by I 336.48 crore (104.75 per cent), Primary Education by
% 657.26 crore (21.77 per cent) and Schedule Tribe Welfare by ¥ 184.23 crore
(17.53 per cent). However, there was decrease in Grants-in-Aid under Police
Department by I 22.93 crore (70 per cent), Urban Development by
< 1,749.88 crore (31.30 per cent) and Social Welfare Development (Special
Component Plan of Scheduled Castes) by X 3,320.41 crore (50.84 per cent), etc.

Single Nodal Agency: Ministry of Finance, Government of India notified
(March 2021) the procedure for release of funds under CSS and monitoring
utilization of funds released through Single Nodal Agency (SNA). State
Government is required to designate a SNA for implementing each CSS. The
SNA will open a Single Nodal Account for each CSS at the State level in
scheduled Commercial Bank authorized to conduct Government business by the
State Government. As per the procedure, the State Government is to transfer
the Central share received in its accounts in the RBI and corresponding State
share to the concerned SNA’s account.

As per PFMS portal of the CGA, the State Government received
< 32,239.40 crore being Central share during the year 2022-23 in its Treasury
Accounts. Detailed vouchers and supporting documents of actual expenditure
were not received by the Accountant General (A&E) Uttar Pradesh office from
the SNAs. As on 31 March 2023, the Government transferred Central share of
I 40,531.31 crore received in Treasury Accounts and State share of
< 38,533.68 crore to the SNAs. As per PFMS portal of CGA, X 28,980.96 crore
is lying unspent in the bank accounts of SNAs as on 31 March 2023.

(@) Fifteenth Finance Commission Grants

Fifteenth Finance Commission recommended for grants-in-aid to State
Government for Local Bodies and State Disaster Response Fund, State Disaster
Risk Management Fund. The details of amounts recommended by the Fifteenth
Finance Commission, grants-in-aid received from Government of India and
transferred by the State Government during the period 2020-23 are shown in
Table 2.10.
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Table 2.10: Finance Commission Grants from Gol during the period 2022-23
® incrore)
Recommendation of ‘ Grant received from Gol Grants transferred by State
Particulars XV-FC XV-FC ‘ Total Government

2020-21to  2022-23 2020-21to | 2022-23 Total 2020-21to  2022-23 Total
2021-22 2021-22 2021-22

Local Bodies (Basic and Performance Grants)
(i) Grants to 16960 7466 24426 16960 7466 24426 16960 7466 24426
PRIs
(ii) Grants to 8245 3677 11922 6099.25 3477.82 9577.07 6099.25 3477.82 9577.07
ULBs
Total for 25205 11143 36348 | 23059.25 | 10943.82 | 34003.07 | 23059.25 | 10943.82 | 34003.07
Local Bodies
SDRF/SDMF* 3866 2030 5896 3479.40 1401.60 4881.00 3479.40 1401.60 4881.00
Grand Total 29071 13173 42244 | 26538.65 | 1234542 | 38884.07 | 26538.65 | 12345.42 | 38884.07

Source: Finance Accounts of respective years and XV Finance Commission Reports

* State Disaster Response Fund (SDRF)/State Disaster Mitigation Fund (SDMF)

During the period 2022-23, against the total grants of ¥ 7,466.00 crore
recommended by 15" Finance Commission under grants-in-aid for Panchayati
Raj Institutions (PRIs), the State Government received I 7,466.00 crore from
the Gol. Out of this, the State Government released whole amount to Rural
Local Bodies. Further, against the total grants of ¥ 3,677.00 crore recommended
by the 15" Finance Commission for Urban Local bodies (ULBs), the State
Government received X 3,477.82 crore from Gol, the State Government released
whole amount to ULBs during the year, thus short released of I 199.18 crore,
by Gol pertains to the year 2022-23. During the years 2022-23, the State
Government released entire amount of grants-in-aid received from Gol to
Urban/Rural Local Bodies.

As per the recommendations of the 15" Finance Commission, % 2,707 crore are
to be deposited under SDRF/SDMF during 2022-23, in which ¥ 1,624 crore for
SDRF as Central share and ¥ 406 crore for SDMF as Central share and the State
Government has to deposit I 541.60 crore as state share for SDRF and
¥ 135.40 crore as state share for SDMF. Against the 15" FC recommendations
Gol released X 1,401.60 crore for SDRF/SDMF, thus Gol released short amount
of ¥ 628.40 crore for the Fund. The State Government against its State share of
% 677 crore released X 467.50 crore for the Fund. Thus, the State Government
made short release of ¥ 209.50 crore.

The State Government transferred I 812.00 crore as Central share and
% 270.80 as State share total ¥ 1,082.80 crore to SDRF and ¥ 589.60 crore as
Central share and ¥ 196.70 crore as State share to SDMF respectively during
the year 2022-23.

2.3.3 Capital Receipts |

Capital receipts comprise miscellaneous capital receipts such as proceeds from
disinvestments, recoveries of loans and advances, debt receipts from internal
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sources (market loans, borrowings from financial institutions, etc.) and loans
and advances from Gol. Trends in growth and composition of Capital Receipts
are shown in Table 2.11.

Table 2.11: Trends of capital receipts during the period 2018-23
®incrore)

2019-20 2020-21 2021-22 2022-23

\ 2018-19

Capital Receipts 56908 79450 87994 76690 68184
(i) Miscellaneous Capital Receipts 0 0 0 0 0
(ii) Recovery of Loans and Advances (Non 5313 5641 1135 939 1337
Debt Receipt)

(iii) Public Debt Receipts of which 51595 73809 86859 75751 66847
Internal Debt 50791 72554 78677 65003 58024
Growth rate of Internal Debt (in per cent) 9.67 42.85 8.44 (-)17.38 (-)10.74
Loans and advances from Gol 804 1255 8182* 10748* 8823
Growth rate of Loans and advances from (-)27.11 56.09 551.95 31.36 (-)17.91
Gol (in per cent)

Growth rate of debt Capital Receipts 8.81 43.05 17.68 (-)12.79 (-)11.75
Growth rate of non-debt Capital Receipts 2151.27 6.17 (-)79.88 (-)17.27 42.39
Growth rate of GSDP 0.88 7.45 (-)3.22 20.01 14.33
Growth rate of Capital Receipts (per cent) 19.42 39.61 10.75 (-)12.85 (-)11.09

Source: Finance Accounts of respective years

* Loans and advances from Gol included back-to-back loan of 6,007 crore and ¥8,140 crore
in the years 2020-21 and 2021-22 respectively in lieu of GST compensation shortfall, with no
repayment liability to the State.

As evident from Table 2.11 that Capital Receipts of the State decreased by
< 8,506 crore in the year 2022-23 representing a decline of 11.09 per cent in
comparison to the year 2021-22 due to less receipts of internal debt by
10.74 per cent and loans and advances from Gol by 17.91 per cent over the
previous year. Internal debt receipts had increasing trend during the period
2018-21 but it had downward trend during 2021-22 and 2022-23. Receipts
under Loans and advances from Gol fluctuated during the period 2018-23 and
it was highest at ¥ 10,748 crore in the year 2021-22 mainly due to back-to-back
loan of ¥ 8,140 crore in lieu of GST compensation shortfall with no repayment
liability to the State as it is to be repaid from the collection of cess in the GST
Compensation Fund.

During the year 2022-23, the recovery of loans and advances (X 1,337 crore)
increased by 42.39 per cent over the previous year (X 939 crore). The recovery
of loans and advances was higher during the years 2018-19 and 2019-20 mainly
on account of conversion of loan amounting to ¥ 4,891.72 crore in each year
under UDAY scheme to grants-in-aid to PSUs.

2.3.4 State’s performance in mobilization of resources

State’s performance in mobilisation of resources is assessed in terms of own tax
revenue and non-tax revenue, without including State’s share in Central taxes
and grants-in-aid from Gol. During the year 2022-23, the realisation of State’s
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own tax revenue was lower than the projection made by the Medium Term
Fiscal Restructuring Policy (MTFRP) 2022 by 21.10 per cent and 28.04 per cent
higher than the projection made by 15" FC respectively as presented in
Table 2.12.

Table 2.12: Tax and non-tax receipts vis-a-vis projections in the year 2022-23

® incrore)
Particulars 15" Finance  Budget Actual Percentage variation of
Commission | Estimates for the actual over
projections | /MTFRP year XV FC Budget
for the year 2022 2022-23 projections estimates/
2022-23 MTFRP
2022
Own tax revenue 135959 220655 | 174087 28.04 (-)21.10
Non-tax revenue 35328 23406 13489 (-)61.82 (-)42.37

Source: 15™ Finance Commission Report, Budget documents 2022-23 of the State
Government and Finance Accounts 2022-23.

The Own tax revenue of the State in 2022-23 stood significantly lower than the
projections made in the budget estimates/MTFRP 2022. This was mainly due to
less collection of SGST by X 24,123 crore, Stamps and Registration fees by
< 4,848 crore, State Excise by ¥ 7,900 crore and Taxes on sales, trade, etc.
by X 4,234 crore as compared to MTFRP 2022 projections. However, State’s
performance in mobilisation of own tax revenue was better than 15" Finance
Commission projections.

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. This paragraph along with sub-paragraphs
analyses allocation of expenditure in the State.

The expenditure under Consolidated Fund is grouped into sectors according to
specific functions or services, such as ‘General Services’, ‘Social Services’,
‘Economic Services’, ‘Grants-in-Aid and contributions’, ‘Public Debt’ and
‘Loans and Advances’. The trends of category wise expenditure from
Consolidated Fund of the State are presented in Chart 2.7.
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Chart 2.7: Percentage of sector wise expenditure during the period 2018-23
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As evident from Chart 2.7, the share of expenditure on Social Services
increased during 2022-23 as compared to 2021-22 whereas other sectors of
expenditure witnessed decrease in their respective shares in total expenditure
from Consolidated Fund of the State. The component wise expenditure under
Consolidated Fund of the State during 2022-23 is depicted in Chart 2.8.

Chart 2.8: Component wise expenditure during the year 2022-23
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Chart 2.8 presents that during the year 2022-23, the revenue expenditure under

General Services was highest at 28.60 per cent of total expenditure which
includes expenditure on Organs of State, Fiscal Services, Interest Payment,
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Administrative Services and Pensions. The revenue expenditure on Social

Services was 27.46 per cent of the total expenditure which includes expenditure

on Education, Sports, Art and Culture, Health and Family Welfare, Social
Welfare and Nutrition, Water Supply and Sanitation, Urban Development, etc.

The revenue expenditure on Economic Services was 15.49 per cent which
includes expenditure on Agriculture and allied activities, Rural Development,

Irrigation and Flood Control, Energy, Industry and Minerals, Transport, etc.

|Grovvth and composition of expenditure

Total expenditure under Consolidated Fund of the State and its composition
during the period 2018-23 are summarized in Table 2.13 and also depicted in

the Chart 2.9.
Table 2.13: Total expenditure and its composition during the period 2018-23
® incrore)
Paramete 018-19 019-20 020 0 0
Total Expenditure (TE) 370494 360951 351933 411237 | 483215
Revenue Expenditure 301728 298833 298543 337581 379978
(RE)
Capital Expenditure(CE) 62463 59998 52237 71443 93028
Loans and Advances 6303 2120 1153 1613 10209
Appropriation to the 0 0 0 600 0
Contingency Fund
As a percentage of GSDP
TE/GSDP 23.42 21.23 21.39 20.83 21.40
RE/GSDP 19.07 17.58 18.15 17.10 16.83
CE/GSDP 3.95 3.53 3.17 3.62 4.12
Loans and Advances/ 0.40 0.12 0.07 0.08 0.45
GSDP

Source: Finance Accounts of respective years

Chart 2.9: Trends in components wise expenditure during the period 2018-23
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During the period 2018-23, total expenditure of the State increased by
30.42 per cent from ¥ 3,70,494 crore in 2018-19 to ¥ 4,83,215crore in
2022-23. The increase was due to increase in revenue expenditure by
< 78,250 crore, capital expenditure by ¥ 30,565 crore, disbursement of Loan and
Advances by X 3,906 crore. During the period 2022-23, revenue expenditure
stood at 78.64 per cent of the total expenditure and capital expenditure was
19.25 per cent of total expenditure. Thus, Revenue expenditure had a
predominant share in total expenditure.

2.4.1 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. Revenue expenditure comprises
wages and salaries, interest payments, pensions, expenditure on operation and
maintenance of capital works, subsidies and transfers to local bodies, co-
operatives, non-government organisations (NGOs) and others. Basic parameters
of Revenue Expenditure are given in Table 2.14.

Table 2.14: Basic parameters of Revenue Expenditure during the period 2018-23

® incrore)

Paramete 018-19 019-20 020 0 0
Total Expenditure (TE) 370494 360951 351933 411237 483215
Revenue Expenditure 301728 298833 298543 337581 379978
(RE)
Rate of Growth of RE 13.34 (-)0.96 (-)0.10 13.08 12.56
(per cent)
Revenue Expenditure as 81.44 82.79 84.83 82.09 78.64
percentage of TE
RE/GSDP (per cent) 19.07 17.58 18.15 17.10 16.83
Revenue Receipts 329978 366393 296176 371011 417241
Rate of Growth of RR 18.37 11.04 | ()19.16 25.27 12.46
(per cent)
RE as percentage of RR 91.44 81.56 100.80 90.99 91.07
GSDP (R in crore) 1582180 | 1700062 | 1645317 1974532 | 2257575
Rate of Growth of GSDP 9.88 7.45 (-)3.22 20.01 14.33
(per cent)
Buoyancy of Revenue Expenditure with
GSDP (ratio) 1.35 * * 0.65 0.88
Revenue Receipts (ratio) 0.73 * * 0.52 1.01

Source: Finance Accounts of respective years
*Since growth rate were negative hence buoyancy not calculated.

Revenue expenditure continued to be the dominant component of the total
expenditure, however, its share increased from 81.44 per cent in the year
2018-19 to 84.83 per cent in the year 2020-21, but it decreased to 78.64 per cent
in the year 2022-23. The rate of growth of revenue expenditure was volatile
during the period 2018-19 to 2022-23, it decreased to 0.10 per cent in the year
2020-21 from 13.34 per cent in the year 2018-19 and further increased to
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12.56 per cent in the year 2022-23. Revenue expenditure as a percentage of
GSDP showed a fluctuating trend during the period 2018-23. It was highest
(19.07 per cent) in the year 2018-19 and lowest (16.83 per cent) in the year
2022-23. Revenue Expenditure buoyancy with GSDP measures the percentage
change in the revenue expenditure to the percentage change in GSDP. As can
be seen from Table 2.14, revenue expenditure buoyancy during the year
2022-23 with respect to GSDP was 0.88 and with respect to Revenue Receipts
was 1.01.

The revenue expenditure increased by I 42,397 crore (12.56 per cent) from
3 3,37,581 crore in the year 2021-22 to X 3,79,978 crore in the year 2022-23.
The increases in the revenue expenditure during the year 2022-23 were mainly
on General Education by ¥ 8,531.85 crore, Power by I 7,410.72 crore, Social
Security and Welfare by ¥ 5,313.49 crore, Family Welfare by ¥ 5,148.55 crore,
Civil Supplies by ¥ 2,235.20 crore, Compensation and Assignments to Local
Bodies and Panchayati Raj Institutions by I1,500.01 crore, Urban Development
by ¥ 1,146.82 crore, Medical and Public Health by ¥ 1,035.66 crore which was
counterbalanced by less expenditure mainly under Labour, Employement and
Skill Development by ¥ 1,756.12 crore and Relief on account of Natural
Calamities by ¥ 1,478.44 crore. Component of General Services and Social
Services as well as Economic Services wise revenue expenditure during year
2022-23 is presented in Chart 2.10.

Chart 2.10: Sector-wise distribution of revenue expenditure during year 2022-23

M Grants-in-aid ® Organs of State ® Fiscal Services ™
Contribution (1.11%) (1.18%) Interest payment
(4.74%) and Servicing of
M Economic Debt (11.98%)
SIS M Administrative
(eloe ) Services

(8.36%)

Pension and
Miscellaneous
General Services

(15.45%)

® Social Services
(36.56%0)

Source: Finance Accounts 2022-23

|2.4.1.1 Committed and Non-Committed Expenditure

Expenditure of the State Government on revenue account can be classified into
committed and non-committed expenditure. The committed expenditure of the
State Government on revenue account mainly consists of expenditure on

38



Chapter Il — Finances of the State

salaries and wages, pension payments and interest payments. It has first charge
on Government resources.

Apart from the Committed Expenditure, there are certain items of inflexible
expenditure which cannot be ordinarily altered or varied or are statutorily
required on an annual basis. Unlike for variable transactions such as capital
expenditure, etc. The following items may be considered as inflexible
expenditure:

o Devolution to local bodies - statutory devolutions to local bodies for pay
and allowances (devolution / transfer for expenditure)

e  Statutory requirements of contribution to Reserve Funds - Contribution to
Consolidated Sinking Fund (CSF), Guarantee Redemption Fund (GRF),
State Disaster Mitigation / Response Fund (SDMF/SDRF) etc

e Recoupment of Contingency Fund - Amount recouped within the year
e  Transfer of cess to reserve fund / other body, which are statutorily required
e Share contribution of CSS against the Central Fund received

e  Payment of interest on the balances of the interest-bearing funds as if they
could have been invested and payment of interest on public debt as charged

e Expenditure - interest payment

Expenditure other than committed expenditure can be classified into non-
committed expenditure. Trend of share of committed, Inflexible and non-
committed expenditure during the period 2018-23 is depicted in Chart 2.11.

Chart 2.11: Share of committed and non-committed expenditure in Revenue Expenditure
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|Committed Expenditure

Component-wise Committed Expenditure during the period 2018-23 is given in

the Table 2.15.

Table 2.15: Components of Committed and Inflexible Expenditure

during the period 2018-23

®incrore)
ompone 0 013-19 019-20 020 0 0
0 C PEeNO
Salaries and Wages 91413 100188 97540 108775 121188
(i) Salary 50471 53508 50333 54727 60061
(ii) Wages 1062 1357 2363 2500 2719
(iif) Grants-in-aid (Salary) 39880 45323 44844 51548 58408
Expenditure on Pensions 44024 49603 48219 50475 58697
Interest Payments 32042 34813 37428 42876 43008
Total Committed 167479 184604 183187 202126 222893

Expenditure
Component of Inflexible

Statutory devolution to local
bodies

2018-19

Expenditure

14500

2020-21

2021-22

16500

2022-23

Contribution to Reserve 30097 6199 5431 8950 8674
Funds
Recoupment of 230 662 0 700 0
Contingency fund
Share contribution of CSS 19196 17020 22161 22366 30056
against the Central Fund
received
Transfer of Cess to BOCW 10 9.96 10 9.77 40.10
Total 61633 | 38390.96 41810 | 48525.77 | 56770.10
As a percentage of Revenue Receipts (RR)
Committed expenditure
Salaries and wages 27.70 27.34 32.93 29.32 29.05
Expenditure on Pensions 13.34 13.54 16.28 13.60 14.07
Interest Payments 9.71 9.50 12.64 11.56 10.31
Total 50.75 50.38 61.85 54.48 53.43
Inflexible expenditure 18.68 10.48 14.12 13.08 13.61
Grand total 69.43 60.86 75.97 67.56 67.04
As a percentage of Revenue Expenditure (RE)
Salaries and wages 30.30 33.53 32.67 32.22 31.89
Expenditure on Pensions 14.59 16.60 16.15 14.95 15.45
Interest Payments 10.62 11.65 12.54 12.70 11.32
Total 55.51 61.78 61.36 59.87 58.66
Inflexible expenditure 20.43 12.85 14.00 14.37 14.94
Grand total 75.94 74.63 75.37 74.24 73.60
Non-committed RE* 134249 114229 115320 135455 157085
Percentage of RE 44.49 38.23 38.63 40.13 41.34
Percentage of TE 36.24 31.65 32.77 32.94 32.51

Source: Finance Accounts of respective years

* Total revenue expenditure excluding committed expenditure
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The committed expenditure affects the State in prioritising expenditure and in
meeting capital investments to meet growing needs of social and economic
infrastructure. The high proportion of committed expenditure to revenue
receipts and revenue expenditure indicates that the State has limited flexibility
in allocation of its resources for new schemes. Table 2.15 shows that committed
expenditure has increasing trend during the period 2018-23, except in the year
2020-21, when it was marginal declined. The component-wise details of
committed expenditure are discussed below:

\Expenditure on salaries and wages |

There were 12,58,329 sanctioned posts in State Government as of
31 March 2022. During the year 2022-23, expenditure on salaries with respect
to the employees of the State Government was ¥ 60,061 crore. This was
14.39 per cent of the Revenue Receipts (X 4,17,241 crore) and 15.81 per cent of
the Revenue Expenditure (X 3,79,978 crore). However, taking into account the
expenditure under the object heads ‘Subsidiary Grant-General (Salary)’, ‘Arrear
of revised salary (State Aid)’’ and ‘Wages’, total expenditure on salary was
31,21,188 crore representing 29.05 per cent of Revenue Receipts and
31.89 per cent of Revenue Expenditure.

During the year 2022-23 total expenditure on salaries and wages increased by
11.41 per cent (X 12,413 crore) over the previous year 2021-22 mainly due to
higher disbursement of dearness allowance (% 4,613 crore) and subsidiary grant-
general (Salary) (% 6,861 crore).

[Interest payments |

The interest payments by the State Government on internal debt, small savings,
provident funds, loans and advances from Central Government, etc., are
accounted under Major Head 2049-Interest Payments. During the period
2018-23, expenditure on account of payment of interest increased from
< 32,042 crore to ¥ 43,008 crore with compound annual growth rate (CAGR) of
7.64 per cent. As compared to 2021-22, interest payments increased by
0.31 per cent in 2022-23 mainly due to less interest payment by I 86 crore for
Loans and Advances from Central Government.

Further the State Government paid interest of ¥ 4.00 crore under the head
‘2071-01-117-09-payment of interest on late depositing subscriber
contribution” under Defined Contribution Pension Scheme (DCPS). Besides,
expenditure of ¥ 8.38 crore was incurred under the head ‘2071-01-117-08-
interest on due residual employer contribution up to 31.03.2019/late deposited
employer contribution’. As per the List of Major and Minor Heads of Account
of Union and States (LMMH), interest on DCPS is required to be booked under
the head 2049-03-117. Budgeting and payment of interest on DCPS under

7 Related to the employees of Primary Education, Secondary Education, Aided Institutes,
Autonomous Bodies, etc.

41



State Finances Audit Report for the year ended 31 March 2023

Major Head 2071 was in violation of LMMH, besides it understated interest
expenditure under Major Head 2049.

Pension payments

There were 11,59,223 pensioners in the State as of 31 March 2022. During the
period 2018-23, yearly expenditure on account of pension payment ranged
between X 44,024 crore and ¥ 58,697 crore. In the year 2022-23, expenditure
on pension was ¥ 58,697 crore, which was 16.29 per cent higher than the
previous year (X 50,475 crore). The increases were mainly under the heads of
Superannuation and Retirement Allowances (X 1,753.65 crore), Commuted
value of Pension (X 505.36 crore), Pension to employees of state aided
educational institutions (by ¥ 1,373.90 crore), Government Contribution for
DCPS (by ¥ 1,468.13 crore). Expenditure on pension in the year 2022-23 was
14.07 per cent of the total revenue receipts, 15.45 per cent of the total revenue
expenditure.

|Inflexible expenditure

The components of Inflexible expenditure which include among others
Statutory devolution to local bodies and contribution to Reserve Funds showed
a continued increase during the period 2018-19 to 2022-23. As a percentage of
revenue receipts, the inflexible expenditure was between 10.48 per cent to
18.68 per cent and as a percentage of Revenue Expenditure inflexible
expenditure was 12.85 per cent to 20.43 per cent during the year 2018-19 to
2022-23.

2.4.1.2 Subsidies

State Government provides subsidy under various schemes implemented by
Agriculture and Other Allied Departments, Industries Department, Power
Department, Science and Technology Department and Social Welfare
Department, which is detailed in Appendix-Il of Finance Accounts. The details
of subsidies provided during the period 2018-23 are given in Table 2.16.

Table 2.16: Expenditure on subsidies during the period 2018-23

Particular 2018-19  2019-20 2020-21  2021-22 2022-23
Subsidies (X in crore)
of which 14053 14092 11677 20145 21267
Power Subsidy (Z in crore) 8370 8920 6057 13388 14361
Subsidies as a percentage of
Revenue Receipts 4.26 3.85 3.94 5.43 5.10
Subsidies as a percentage of
Revenue Expenditure 4.66 4.72 3.91 5.97 5.60
Subsidies as a percentage of 3.79 3.90 3.32 4.90 4.40
Total Expenditure
Power subsidy as percentage to 59.56 63.30 51.87 66.46 67.53
total subsidy

Source: Finance Accounts of respective years
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Expenditure on subsidy was fluctuating during the period 2018-19 to 2022-23.
Though it increased from ¥ 14,053 crore in the year 2018-19 to I 21,267 crore
in the year 2022-23, it was lowest ¥ 11,677 crore in the year 2020-21. During
the year 2022-23, subsidy of I 21,267 crore was 5.10 per cent and 5.60 per cent
of revenue receipts and revenue expenditure respectively. It also includes
central assistance of ¥ 1,564.07 crore for subsidy under Centrally Sponsored
Schemes. The overall increase (X 1,112 crore) during the year 2022-23 as
compared to previous year 2021-22 was mainly due to higher subsidies under
‘Grant to UPPCL due to granting 50 per cent rebate on tariff of private tube-
well consumers’ by X 1,250 crore, ‘Revenue compensatory grant against amount
paid on electric tax to Uttar Pradesh Power Corporation Ltd” by ¥ 1,050 crore,
‘National Rural Livelihood Mission’ (Tribal Welfare) by I 252 crore which was
counterbalanced by less subsidy under the head ‘National Rural Livelihood
Mission’ (Special component plan for Scheduled Castes) by I 635 crore,
Swarnajayanti Gram Swarojgar Yojana by ¥ 640 crore.

2.4.1.3 Financial assistance by the State Government to Local Bodies and
Other Institutions

Financial assistance is provided by the State Government to Local Bodies and
other institutions by way of grants and loans. The quantum of assistance
provided by way of grants to local bodies and other institutions during the period
2018-23 is presented in Table 2.17.

Table 2.17: Financial Assistance to Local Bodies and other institutions during 2018-23

® incrore)
Financial Assistance to 2018-19 2019-20 2020-21 2021-22 2022-23
Institutions
(A) Local Bodies
Urban Local Bodies
(Municipal Corporations and 3081.35 9059.97 15115.15 13610.89 9802.01
Municipalities)
Panchayati Raj Institution (Zila | 16,09 g5 | 1251771 |  10412.00 7635.03 8100.70
Parishads and Gram Panchayats)
Total (A) 19291.15 | 21577.68 25527.15 21245.92 17911.71
(B) Public Sector Undertakings 7053.03 8940.17 7018.39 7391.59 10054.20
(Government Companies and
Statutory Corporations)
(C)Autonomous Bodies 6436.96 | 37393.78 35251.87 44342.71 48527.42
(Universities, Development
Authorities, Cooperative
Institutions & Others)
(D)Non-Government 181.61 7140.75 7040.51 7924.10 9340.91
Organisations
(E) Miscellaneous 58801.38 | 18282.08 24050.46 19941.12 35527.75
Total (B+C+D+ E) 72472.98 | 71756.78 73361.23 79599.52 103450.28
Grand Total (A+B + C +D+ E) 91764.13 | 93334.46 98888.38 100845.44 121361.99
GIA on Salary 39880.53 | 45322.82 44844.40 51547.02 58408.44
GIA on creation of capital assets 6089.49 6821.79 11208.64 12028.65 10955.37
GIA for non-salary 45794.09 | 41189.87 42799.84 37268.51 51998.17
GIlA given in kind No information received from the State Government
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Financial Assistance to 2018-19 2019-20 2020-21 2021-22 2022-23
Institutions
Growth in GIA over the previous
year (-) 0.50 1.71 5.95 1.98 20.34
Revenue Expenditure 301728 298833 298543 337581 379978
Assistance as percentage of 30.41 31.23 33.12 29.87 31.94
Revenue Expenditure

Source: Finance Accounts of respective years

Financial assistance of ¥ 1,21,361.99 crore was provided by the State
Government to Local bodies and other grantee institutions by way of grants-in-
aid during the year 2022-23. This includes: grants-in-aid to Urban Local Bodies
(% 9,802.01 crore), Panchayati Raj Institutions (% 8,109.70 crore), Public Sector
Undertakings (X 10,054.20 crore), Autonomous Bodies (X 48,527.42 crore),
Non-Government Organizations (X 9,340.91 crore) and Miscellaneous
(X 35,527.75 crore) which comprised release of grants-in-aid mainly under
central assistance including centrally sponsored schemes (X 5,520.47 crore),
state share of centrally sponsored schemes (% 3,944.16 crore), payment of
outstanding electricity bill of Government department (X 3,500 crore),
assistance to UPEIDA for repayment of loan (3 1,747.66 crore), Grants for
maintenance of blind, mute, deaf and physically handicapped (I 1,184.11 crore)
and for maintenance of destitute widows and for the education of their children’s
(X 3,304.24 crore), National Social Assistance Programme (% 1,620.78 crore),
Old age/farmer pension (X 4,062.98 crore), etc.

The grants-in-aid by the State Government to Local bodies and other grantee
institutions during the year 2022-23 was 20.34 per cent (X 20,516.55 crore)
higher as compared to the year 2021-22. It increased by ¥ 29,597.86 crore
(32.25 per cent) during the year 2022-23 as compared to the vyear
2018-19. Further, as a percentage of revenue expenditure it increased from
30.41 per cent in the year 2018-19 to 31.94 per cent in the year 2022-23.

The assistance to Panchyati Raj Institutions had decreased from
< 16,209.80 crore in the year 2018-19 to < 8,109.70 crore in the year 2022-23.
Grants-in-aid released to PRIs by the State Government during the year
2022-23 was on account of transfers of grants-in-aid received from Gol under
15th FC grants for Rural Local Bodies (% 7,466.00 crore) and Central assistance
for Centrally Sponsored Schemes (X 643.70 crore). The grants-in-aid released
to PRIs under 15" Finance Commission Grants increased by T 258 crore and
Centrally Sponsored Schemes increased by I 217 crore during the year
2022-23 as compared to the year 2021-22.

Financial assistance to Urban Local Bodies increased from ¥ 3,081.35 crore in
2018-19 to X 15,115.15 crore in 2020-21. However, it decreased to X 9,802.01
crore in the year 2022-23. During the year 2022-23, there was overall decrease
of grants-in-aid by ¥ 3,808.88 crore (28 per cent) to ULBs as compared to the
year 2021-22. However, there were increase of grants-in-aid under Smart City
Mission Programme by ¥ 1,225 crore, Pradhan Mantri Awas Yojna (Normal)
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by ¥ 1,258 crore, Finance Commission Grants by I 1,716.57 crore. The
assistance to ULBs included X 6,233.34 crore towards creation of capital assets.

Further, the financial assistance given for Salary and Non-Salary purpose during
2022-23 increased over the previous year, the financial assistance for creation
of capital assets had decreased over the previous year. It was further noted that
assistance on salary component had continuously showed an increasing trend
during the last five years.

2.4.1.4 Implementation of Recommendation of State Finance Commission
to Local Bodies on fiscal devolution

Article 243 1 (read with Article 243 Y) of the Constitution makes it mandatory
for the State Government to constitute State Finance Commission (SFC) after
expiration of every fifth year to review financial position of PRIs and ULBs and
inter alia recommend the distribution between the State and the PRIS/ULBs of
the net proceeds of the taxes, duties, tolls and fees leviable by the State.

State Government constituted Fourth and Fifth SFCs in December 2011 and
October 2015 respectively and their reports were submitted to the Governor in
December 2014 and October 2018 and their recommendations were
implemented in April 2015 and April 2020 respectively. As per the accepted
recommendations, State Government was to devolve 12.5 per cent of the net
proceeds of Own Tax Revenue of the State and share it between ULBs and PRIs
in the ratio of 60:40. The devolution of SFC grants to ULBs and PRIs during
2018-19 to 2022-23 was as detailed in Table 2.18.

Table 2.18: Devolution of funds to PRIs and ULBs during 2018-23

R incrore)
Particulars Fourth SFC devolution Fifth SFC devolution
2018-19 2019-20 2020-21 2021-22 2022-23
ULBs 7312.50 8700.00 8525.00 9900.00 10800.00
PRIs 4875.00 5800.00 5683.37 6600.00 7200.00
Total 12187.50 | 14500.00 14208.37 16500.00 18000.00

Source: Urban Local Bodies Directorate and Panchayati Raj Directorate

The devolution of SFC grants to ULBs and PRIs consistently increased during
2018-19 to 2022-23, except in the year 2020-21. There was 9.09 per cent
increase in the devolution to Local Bodies during 2022-23 as compared to
2021-22.

242 Capital Expenditure

Capital expenditure (capex) is primarily expenditure on creation of fixed
infrastructure assets such as roads, buildings, etc. The State Government needs
to initiate measures to earn adequate return on its investments, recover cost of
borrowed funds and take requisite steps to infuse transparency in financial
operations. Capital expenditure and its percentage to total expenditure during
the period 2018-23 is presented in Chart 2.12.
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]

Chart 2.12: Capital expenditure in the State during the period 2018-23
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As evident from Chart 2.12, the capital expenditure as a percentage of total
expenditure ranged between 14.84 per cent and 19.25 per cent during the period
2018-23 and it was highest in the year 2022-23. Some of the Major Heads where
Capital expenditure was significantly high during the year 2022-23 are depicted
in Table 2.19.

Table 2.19: Major Head wise capital expenditure during the year 2022-23

Amount
® incrore)

Major Head and its Major Activity/Scheme

Nomenclature

1 | 4215-Capital Outlay on | Jal Jeewan Mission (X 8118.56 crore), 12227.32
Water Supply and | Special Component Plan for Scheduled
Sanitation Caste (¥ 3940.23 crore)
2 | 4801-Capital Outlay on | Share Capital to U.P. Power 10220.50
Power Projects Corporation Ltd. For strengthening of
distribution network (X 3034.27 crore),
Uninterrupted electricity in the state in
the summer season (31000 crore).
3 | 4216-Capital Outlay on | PM Awas Yojna-Rural (¥ 4770.36 8984.05
Housing crore), Corresponding State share of
CSS (¥ 3180.24 crore)
4 | 4515-Capital Outlay on | National Rural Employment Guarantee 7211.41
Other Rural Development | Scheme ® 4224.99 crore),
Programme Corresponding State share of Centrally
Sponsored Scheme (X 1284.56 crore)
5 | 4210-Capital Outlay on | Corresponding state share of centrally 3789.20
Medical and Public Health | sponsored schemes (¥ 1090.66 crore),
Establishment of Ayush University
(X 110 crore), Fifteenth Finance
Commission (I 473 crore).
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Major Head and its Major Activity/Scheme Amount

Nomenclature ® incrore)

6 | 4217-Capital Outlay on | Overall and Proper Development of 3204.53
Urban Development New Cities (X 1000.00 crore), Delhi-
Ghaziabad-Meerut Corridor Regional
Rapid  Transit  System  Project
(¥ 1306.00 crore)

7 | 4202-Capital Outlay on | Elementary Education-Central Plan/ 3195.59
Education, Sports, Art and | Centrally Sponsored Scheme (¥ 867.39
Culture crore), Elementary Education-State
share of Centrally Sponsored Schemes
(X 508.26 crore), Establishment of Atal
residential schools (X 417.44 crore),
Construction of International Cricket
Stadium in Varanasi (3 121.28 crore)

8 | 4055-Capital Outlay on | Construction of  non-residential 3138.21
Police Building of Police Department
(X 1362.82 crore), Construction of
Residential  Building of Police
Department (X  579.10  crore),
Construction  of  residential/non-
residential Buildings in newly created

Districts (% 263.92 crore).
9 | 5053-Capital Outlay on | Construction, extension and 2013.77
Civil Aviation consolidation of Air Strips and

acquisition of land (¥ 1246.77 crore),
Establishment of International Airport
at Jewar (X 661.21 crore).

Source: Finance Accounts 2022-23

During the year 2022-23, capital expenditure was ¥ 93,028.39 crore. It increased
by ¥ 21,586 crore (30 per cent) during the year 2022-23 in comparison to the
year 2021-22. Increase was in General Services Sector by ¥ 2,092.00 crore
(88.80 per cent) mainly under Police and Public Works, ¥ 16,480 crore
(88.75 per cent) in Social Services Sector mainly under Medical and Public
Health, Water Supply and Sanitation and Housing and ¥ 3,013 crore (5.96 per
cent) in Economic Services Sector mainly under Food Storage and Warehousing
and Other Rural Development Programme.

|2.4.2.1 Major changes in Capital Expenditure |

The details of major changes in the Capital Expenditure under various Major
Heads for the year 2022-23 as compared to 2021-22 are given in Table 2.20.
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Table 2.20: Major changes in Capital Expenditure during the year 2022-23 under
various Major Heads

R incrore)

Major Heads of Accounts 2021-22 2022-23 Increase (+)

/ Decrease (-)

(percentage)
4215-Capital Outlay on Water Supply and | 3965.72 | 12227.32 8261.60
Sanitation (208)
4515-Capital Outlay on Other Rural 3751.67 | 7211.41 3459.74
Development Programme (92)
4217-Capital Outlay on Urban 1179.08 | 3204.53 2025.45
Development 172)
5053-Capital Outlay on Civil Aviation 105.02 | 2013.77 1908.75
(1817)
4202-Capital Outlay on Education, Sports, | 1632.25 | 3195.59 1563.34
Art and Culture (96)
4055-Capital Outlay on Police 1599.85 | 3138.21 1538.36
(96)
4408-Capital Outlay on Food Storage and 7481.74 | 3233.01 -4248.73
Warehousing (-57)

Source: Finance Accounts of respective years

The main reason for increase/decrease under Major Heads is given below:

Major Head 4215 (Capital outlay on Water Supply and Sanitation):
Increase was mainly due to more expenditure under Jal Jeewan Mission by
< 5,737.97 crore and under central plan/centrally sponsored schemes under
Special Component Plan for Scheduled Caste by I 2,440.12 crore.

Major Head 4217 (Capital Outlay on Urban Development): It is mainly due to
increase in expenditure on Overall and Proper Development of New Cities by
<1,000.00 crore and Delhi - Ghaziabad - Meerut Corridor Regional Rapid
Transit System Project by I 736.00 crore.

Major Head 4515 (Capital Outlay on Other Rural Development
Programme): Increase was mainly due to more expenditure under National
Rural Employment Guarantee Scheme by X 2,047.25 crore and Corresponding
State share of Centrally Sponsored Scheme by ¥ 1,284.56 crore.

Major Head 5053 (Capital Outlay on Civil Aviation): It is mainly due to increase
in expenditure on Construction, extension and consolidation of Air-Strips and
acquisition of land by ¥ 1,204.21 crore and Establishment of International
Airport at Jewar in district Gautam Buddha Nagar by ¥ 588.79 crore.

Major Head 4202 (Capital Outlay on Education, Sports, Art and Culture):

It is mainly due to increase in expenditure on Corresponding state share of
centrally sponsored schemes by ¥ 508.26 crore, Central Plan / Centrally
Sponsored Schemes by ¥ 489.21 crore and Establishment of Atal residential
schools under general education by I 147.44 crore.
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Major Head 4408 (Capital Outlay on Food Storage and Warehousing):
Decreases was mainly due to less expenditure under Food grain supply project
under Centrally Sponsored Scheme by ¥ 4,696.81 crore with comparison to the
expenditure in the previous year.

|2.4.2.2 Quality of capital expenditure

This section presents an analysis of quality of capital expenditure by the State
Government.

(i)  Quality of investments in PSUs

Capital expenditure, investments made and loans given to State Public Sector
Undertakings (PSUs) which are loss making or where net worth is completely
eroded is not sustainable and affected the quality of capital expenditure. Issues
related to quality of investments in PSUs, viz., investment in non-functional
PSUs, arrears in submission of annual accounts, budgetary support to PSUs,
erosion of net worth, etc., have been discussed in detail under various
paragraphs in Chapter-V of the Report.

Trends of return on investment in companies, corporations and co-operative
banks and societies, difference between cost of Government borrowings and
return on investment are depicted in Table 2.21

Table 2.21: Return on Investment

®incrore)
Sl Investment/return/ 2018-19 = 2019-20 2020-21 2021-22  2022-23

\[o} cost of borrowings
1 | Investment® at the end 118532 127630 139495 151521 | 164001

of the year

Return 175.48 39.04 104.83 21258 | 141.32
Return (per cent) 0.15 0.03 0.08 0.14 0.09
Average rate® of 6.50 6.82 7.01 7.28 6.74

interest on Government
Borrowings and other
liabilities (per cent)

5 | Difference between 6.35 6.79 6.93 7.14 6.65
interest rate and return
(per cent)

6 | Difference between 7527 8666 9667 10819 10906

interest on Government
borrowings and return
on investment

Source: Finance Accounts of the respective years.

8 These figures are as per Statement 19 (Section 2) of Finance Accounts. The information on
investment provided by respective entities/State Government under Statement 19
(Section 1) was different, which was under reconciliation.

® Average Interest Rate of Overall Outstanding Public Debt= [Interest Paid/ {(OB of Public
Debt +CB of Public Debt)/2}] *100
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During the year 2022-23, the return on investment was I 141.32 crore
(0.09 per cent ). The return on investment was between 0.03 per cent to
0.15 per cent during the period 2018-19 to 2022-23, whereas average rate of
interest paid by the State Government on its borrowings was between
6.50 per cent to 7.28 per cent during the same period. Over the period 2018-19
to 2022-23 (past five years) the difference in cost of Government borrowings
and return on investment in PSUs and other entities was to the tune of
< 47,585 crore.

(if) Loans and advances by the State Government

In addition to the investment in co-operative societies, corporations and
companies, the State Government has also been providing loans and advances
to many institutions/organizations. Table 2.22 presents the positions of
outstanding loans and advances as on 31 March 2023 and interest receipts
vis-a-vis interest payments by the State Government on its borrowings during
2018-19 to 2022-23.

Table 2.22: Quantum of loans disbursed and recovered during 2018-23.

(R in crore)
Particulars 2018-19  2019-20 | 2020-21 2021-22  2022-23

Opening Balance of loans 29720.31 | 30709.56 | 27188.98 | 27206.86 | 27880.79
outstanding
Amount advanced during the 6302.64 | 2120.00 | 1152.61 | 1613.36 | 10208.63
year
Amount recovered during the 5313.39 | 5640.58 | 1134.73 939.43 | 1337.32
year
Closing balance of the loans 30709.56 | 27188.98 | 27206.86 | 27880.79 | 36752.10
outstanding

Net addition 989.25 | -3520.58 17.88 673.93 | 8871.31
Interest received 27.10 112.29 89.18 66.78 42.33
Interest rate on Loans and 0.09 0.39 0.33 0.24 0.13
Advances given by the

Government

Rate of interest paid on the 6.50 6.82 7.01 7.28 6.74
outstanding borrowings of the

Government

Difference between the rate of 6.41 6.43 6.68 7.04 6.61

interest received and interest
paid (per cent)
Source: Finance Accounts of the respective years.

During the year 2022-23, ¥ 10,208.63 crore was advanced as loans against
3 1,613.36 crore during the year 2021-22. The loans advanced during the current
year includes:

e Loan of ¥ 8,000.00 crore to Industrial Development Authorities.

e Loan of ¥ 1,000.00 crore to Uttar Pradesh Cooperative Sugar mills
federation for payment of arrears of sugarcane price of sugar factories,
though loan of ¥ 1,010.00 crore was outstanding at the beginning of the year.
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The total outstanding loan advanced by the State Government increased by
< 8,871.31 crore in the year 2022-23. Recovery of loans was increased by
< 397.89 crore and interest receipt was decreased by I 24.45 crore as compared
to the year 2021-22. The interest receipt was only 0.12 per cent of the
outstanding loans advances during the year 2022-23.

(iii) Capital blocked in incomplete projects

Appendix-I1X of the Finance Accounts presents the overall status of incomplete
capital works. The Appendix includes the list of incomplete works in Public
Works and Irrigation Department of U.P Government, though the list is not
inclusive of all the incomplete works of the State Government of other
Departments. 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.

As per Appendix-1X of the Finance Accounts 2022-23, there were 575
incomplete capital projects as on 31 March 2023, on which an amount of
< 2,013.70 crore had been incurred and payments of ¥ 1,028.70 crore were
pending as given in Table 2.23.

Table 2.23: Department-wise incomplete projects as on 31 March 2023

R incrore)
Department No. of incomplete Estimated cost Expenditure
projects
Public Works 569 3257.65 1944.84
Irrigation 06 85.58 68.86
Total 575 3343.23 2013.70

Source: Finance Accounts 2022-23

2.4.3  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 total 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. Fiscal priority of the State Government
with regard to expenditure on social and economic sector, etc. is shown in
Table 2.24.
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Table 2.24: Expenditure priority of the State with regard to health, education and

capital expenditure
(In per cent)

Category TE/GSDP CE/TE Education/TE Health & Family

WEIETCTANS
General Category States Average (2018-19) 16.38 15.58 14.76 5.07
Uttar Pradesh (2018-19) 23.42 16.86 13.01 4.89
General Category States Average (2022-23) 15.79 15.22 14.85 5.68
Uttar Pradesh (2022-23) 21.40 19.25 14.35 6.45

Source: Figures calculated on the basis of Finance Accounts of the respective years.
TE: Total expenditure and CE: Capital expenditure

Table 2.24 shows that:

The State Government’s total expenditure to GSDP ratio was higher with
comparison to the General Category States average during 2018-19 and
2022-23, though it decreased from 23.42 per cent to 21.40 per cent in the
year 2022-23 with respect to 2018-109.

Capital expenditure facilitates asset creation which generates opportunities
for higher growth. The ratio of capital expenditure to total expenditure
increased from 16.86 per cent in the year 2018-19 to 19.25 per cent in the
year 2022-23. The ratio of capital expenditure to total expenditure of the
State was higher than the General Category States average in the year
2018-19 and 2022-23.

The ratio of expenditure on education to the total expenditure in Uttar
Pradesh increased from 13.01 per cent in the year 2018-19 to 14.35 per cent
in the year 2022-23, though it was below the General Category States
average during both years.

The ratio of expenditure on health & family welfare to the total expenditure
in Uttar Pradesh increased from 4.89 per cent in the year 2018-19 to
6.45 per cent in the year 2022-23. Further, it was higher than the General
Category States average during 2022-23.

2.4.4  Object head wise expenditure |

Object Heads are the primary units of appropriation showing the economic
nature of expenditure such as pay, pension, grants-in-aid, interest, subsidy, etc.
Object head wise expenditure during the year 2022-23 is depicted in
Chart 2.13.
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Chart 2.13: Object Head wise expenditure (in per cent) during the year 2022-23
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As evident from Chart 2.13, the expenditure under object heads pay, grants-in-
aid for salary and pension & retirement benefits constituted 32.41 per cent of
overall expenditure (% 5,05,905.54 crore) under Consolidated Fund of the State.
Besides, grants-in-aid (non-salary), interest/dividend and subsidy constituted
10.28 per cent, 8.64 per cent and 4.20 per cent of the Consolidated Fund
expenditure respectively. Expenditure on account of investment and loans and
major construction works, which are capital in nature, constituted 8.97 per cent
and 11.35 per cent of the Consolidated Fund expenditure respectively.

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 Transactions |

The status of receipts and disbursement under Public Account are shown in
Statement 21 of the Finance Accounts and the details of Public Account (Net)
transactions during the period 2018-23 are given in Table 2.25.
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Table 2.25: Component-wise Public Account (Net) transactions
during the period 2018-23

R incrore)

Sub Sector 2018-19  2019-20  2020-21 ‘ 2021-22  2022-23

Small Savings, Small Savings, 3646 3314 1062 525 413
Provident Funds, Provident Funds, etc.
etc.
Reserve Funds (a) Reserve Funds 0 1757 (-)252 2693 729
bearing Interest
(b) Reserve Funds not 13545 | (-)70056 753 1200 2963
bearing Interest*
Deposits and (a) Deposits bearing 184 883 607 (-) 717 (-)1948
Advances Interest
(b) Deposits not 2000 (-)2990 1308 (-) 741 5547
bearing Interest
(c) Advances 12 17 (-)0.15 0 0
Suspense and (a) Suspense (-)236 (-)1743 1859 1444 (-)394
Miscellaneous (b) Other Accounts** 459 (-)85 (-)162 17 429
(c) Accounts with 0 0 0 0 0
Governments of
Foreign Countries
(d) Miscellaneous 0 0 0 0 (-)0.10
Remittances (a) Money Orders and 328 308 (-)323 25 1046
other Remittances
(b) Inter- (-)16 5 ()2 (-)4 10
Governmental
Adjustment Account
TOTAL 19922 | (-)68590 4850* 4442* 8795*

Note: Positive denotes receipts are more than disbursements and negative denotes vice versa.

* Excluding investments in Reserve Funds which are part of opening and closing cash balances.

** Excluding transactions under Major Heads 8671-Departmental Balances, 8672-Permanent Cash
Imprest and 8673-Cash Balance Investment Account, which are part of opening and closing cash
balances.

2.5.2 Reserve Funds

Reserve Funds are created for specific and defined purposes under the Public
Account of the State Government. These funds are met from contributions or
grants from the Consolidated Fund of the State as well as Gol. Detailed
information on Reserve Funds and the investment from the earmarked funds is
available in Statements 21 and 22 of the Finance Accounts, which is
summarized in Appendix-2.3.

As on 31 March 2023, there was total accumulated balance of ¥ 12,611.99 crore
with Reserve Funds. Out of these, I 4,927.44 crore was under Reserve Funds
bearing interest'® and ¥ 7,684.56 crore under Reserve Funds not bearing
interest. Further, State Government had invested 3 5,545.20 crore of Reserve
Fund balances in government securities. Detail of some of the significant
Reserve Funds are discussed below:

10 A Fund where the State Government is required to pay interest on deposits in the Fund on
such rate as may be fixed by the Government.
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2.5.2.1 Consolidated Sinking Fund

State Government created the ‘Consolidated Sinking Fund of Government of
Uttar Pradesh’ in March 2020, which came into force with effect from financial
year 2020-21. The Fund is to be utilised as an amortisation fund for redemption
of outstanding liabilities of the Government commencing from the financial
year 2020-21. As per the State Government notification (17 March 2020), the
Government may contribute to the Fund at least 0.5 per cent of the outstanding
liabilities, i.e., internal debt and public account liabilities, of the Government as
at the end of the previous year. The corpus of the Fund comprising of periodic
contributions as well as the income accruing to the Fund shall be kept outside
the general revenue of the Government. The Fund shall be administered by RBI
subject to directions/instructions as the Government may issue from time to
time. The accretions to the Fund shall be invested in Gol dated Securities,
Treasury bill, Special Securities of Gol and State Development Loans of other
States of such maturities as the Bank may determine from time to time in
consultation with the Government.

Consolidated Sinking Fund had opening balance of ¥ 3,000 crore as on
1 April 2022 which is maintained in Public Account under the head
8222-01-101-Sinking Fund. During the year 2022-23, State Government
transferred ¥ 2,500 crore to the Fund from the head 2048-00-101-Appropriation
for reduction or avoidance of debt under Consolidated Fund of the State.
Further, there was no disbursement from the Fund during the year 2022-23.
Thus, as on 31 March 2023, Consolidated Sinking Fund had a balance of
< 5,500 crore (excluding accrued interest).

In view of guidelines of Consolidated Sinking Fund, Government was required
to contribute at least ¥ 2,928.48 crore (0.50 per cent of internal debt and public
account liabilities of ¥ 5,85,695.00 crore at the end of the year 2021-22) in the
consolidated Sinking fund. Thus, there was short contribution of ¥ 428.48 crore
(% 2,928.48 crore - X 2,500.00 crore) which could not become the part of sinking
fund investment during the year 2022-23. Due to short transfer to Consolidated
Sinking Fund State’s Revenue Surplus was overstated and Fiscal Deficit was
understated by ¥ 428.48 crore during the year 2022-23.

2.5.2.2 Depreciation Reserve Fund

The State Government created (March 2005) the Uttar Pradesh Public Works
Department (PWD) Depreciation Reserve Fund (DRF) to purchase machines
and equipment for renewal and replacement of unserviceable machines or
equipment, carrying out special repair of machines or equipment and purchase
of high technology machines/equipment. DRF is maintained in the Public
Account under head 8226-102.

During the year 2022-23, the Fund had opening balance of (-) ¥ 6.11 crore and
an amount of ¥30.00 crore was transferred to the Fund from the head

55



State Finances Audit Report for the year ended 31 March 2023

3054-80-797 and an amount of ¥ 9.70 crore disbursed from it which was
transferred to the head 5054-80-800. As a result, the closing balance of DRF
was < 14.19 crore as on 31 March 2023.

The Government prescribed that 1.5 per cent amount on account of DRF would
be debited to work and credited to receipt head 1054-800-04. Under the
provisions of Uttar Pradesh PWD DRF Rules, 2005, this amount would be
transferred to DRF under Public Account for intended purposes. Audit noticed
that during the year 2022-23, State Government received ¥ 98.45 crore against
DRF under the head 1054-800-04 against which the State Government had
transferred ¥ 30.00 crore to DRF under the head 8226-102 during the year
2022-23. Thus, the Government had increased its revenue receipts by increasing
the cost of work.

The matter was also highlighted in Paragraph 2.8.2.2 of the State Finances Audit
Report for the year ended 31 March 2021 and 31 March 2022.

‘2.5.2.3 State Disaster Response Fund

The State Disaster Response Fund (SDRF) is a fund constituted under
Section 48 (1) (a) of the Disaster Management Act, 2005. As per the guidelines
issued (January 2022) by Gol under the Act, SDRF is to be used only for
meeting the expenditure for providing immediate relief to the victims of
cyclone, drought, earthquake, fire, flood, tsunami, hailstorm, landslide,
avalanche, cloudburst, pest attack and cold waves/frost. The guidelines of SDRF
further stipulate the following:

e The Fund will be constituted in the Public Account under the ‘Reserve
Funds bearing Interest’ below Major Head-8121-General and Other Reserve
Funds in the accounts of the State Governments concerned.

e The aggregate size of the State Disaster Response Fund of each State for
each of the financial year from 2021-22 to 2025-26, would be as
recommended by the 15th Finance Commission. Of the total size of SDRF
indicated, Gol will contribute 75 per cent for general category States and
the balance 25 per cent will be contributed by the State Government
concerned.

e The State Government shall pay interest to the SDRF at the interest
applicable to overdrafts under Overdraft Regulation Guidelines of the RBI.
The interest is to be credited on a half yearly basis. The accretions to the
SDRF together with the income earned on the investment of SDRF is to be
invested in Central Government dated Securities, auctioned Treasury Bills
and other interest earning deposits with scheduled commercial banks.

During the year 2022-23, State Government maintained SDRF under the head
8121-122-SDRF. 15™ Finance Commission had allocated ¥ 2,165.60 crore for
SDRF which consisted of contribution from Gol (X 1,624 crore) and State
Government (X 541.60 crore). Against this, State Government received
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% 812 crore from Gol and transferred X 1,082.80 crore (including State’s share
of ¥ 270.80 crore) to SDRF. Besides, the State Government also received
I 0.18 crore from the Central Government towards NDRF, which was
transferred to SDRF.

During the year 2022-23, the head 8121-122-SDRF had an opening balance of
¥ 3,015.59 crore!! and it received ¥ 1,091.97 crore during the year. Further,
expenditure of ¥ 949.20 crore incurred on natural calamities was set off (Major
Head 2245-05-901) against the fund balances. Thus, the closing balance of the
head 8121-122-SDRF at the end of 31 March 2023 was ¥ 3,158.36 crore, which
is a reserve fund bearing interest. However, State Government did not credit
interest of T 266.56 crore (computed on six monthly basis at the average rate of
interest on overdraft as applicable in the year 2022-23) on the balances available
under SDRF. Besides, SDRF had also miscellaneous receipts of I 6.73 crore
credited under the head 8235-111-SDRF during 2022-23. Further, State
Government had not invested the accretion of SDRF in the manner as laid down
in the SDRF guidelines.

Due to not crediting interest (X 266.56 crore) to SDRF, State’s Revenue Surplus
was overstated and Fiscal Deficit was understated by I 266.56 crore during the
year 2022-23.

2.5.2.4 State Disaster Mitigation Fund

The State Disaster Mitigation Fund (SDMF) is to be constituted under
Section 48 (1) (c) of the Disaster Management Act, 2005. This Fund is
exclusively for the purpose of mitigation projects in respect of disasters covered
under State Disaster Response Fund (SDRF) / National Disaster Response Fund
(NDRF) guidelines and the State specific local disasters notified by the State
Government. Government of Uttar Pradesh had notified (June 2022) the
operation of SDMF under Major Head 8121-130- State Disaster Mitigation
Fund, which is Reserve Funds bearing interest.

During the year 2022-23, the State Government received ¥ 589.60 crore from
the Central Government. Opening balance of the Fund was nil, the State
Government transferred I 786.30 crore to the Fund including Central share
(% 589.60 crore) and State share (X 196.70 crore). No expenditure was incurred
from the Fund during the year.

\2.5.2.5 Guarantee Redemption Fund

State Government notified (January 2021) the scheme for constitution and
administration of the Guarantee Redemption Fund of the Government of Uttar
Pradesh for meeting the payment obligations arising out of the guarantees issued
by the Government in respect of bonds issued and other borrowings by the State

11 This includes ¥ 10 crore of balance under State Calamity Mitigation Fund transferred from
the head 8235-111-SDRF to the head 8121-122-SDRF.
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Level Undertakings or other bodies and invoked by the beneficiaries. The fund
was to come in force from the financial year 2021-22 and it was to be
administered by RBI. As per the guidelines'?, the State Government shall
initially contribute a minimum of one per cent and thereafter at the rate of
minimum 0.5 per cent every year of outstanding guarantees at the end of the
previous year to achieve a minimum level of three per cent in next five years.

The position of guarantees given by the State Government on the loans availed
by various institutions is given in Statements 9 and 20 of Finance Accounts,
which is based on information received from the State Government. As per
Finance Accounts 2021-22, outstanding guarantees executed by the State
Government at the end of the year 2021-22 was X 1,74,218.42 crore. However,
as per Finance Accounts 2022-23, outstanding guarantees executed by the State
Government at the beginning of the year 2022-23 was X 1,71,705.13 crore to
20 entities, viz., statutory corporations, Government companies and other
institutions. Thus, there was a difference of ¥2,513.30 crore between the
outstanding guarantee at the end of the year 2021-22 and at the beginning of the
year 2022-23. The difference was under reconciliation between the Accountant
General (A&E) Uttar Pradesh and the State Government.

During the year 2022-23, addition in the guarantee was ¥ 21,539.69 crore and
guarantees of I 22,464.30 crore were deleted. Thus, the total outstanding
guarantee at the end of the year 2022-23 was ¥ 1,70,780.52 crore. The
outstanding guarantees at the end of the year 2022-23 was 7.56 per cent of
GSDP. During the year 2022-23, State Government did not received any
guarantee commission, out of the receivable guarantee commission of
< 4.41 crore from Uttar Pradesh Warehousing Corporation.

Further, the State Government did not contribute any amount against
< 1,742.18 crore it was required to contribute to the Fund during 2022-23. This
resulted in understatement of Revenue Expenditure of ¥ 1,742.18 crore.

\2.5.2.6 State Compensatory Afforestation Fund

State Compensatory Afforestation Fund (SCAF) was established under the
Compensatory Afforestation Fund Act, 2016. Compensatory Afforestation
Fund (Accounting Procedure) Rules, 2018 provide that the monies realized by
the State Governments from the user agencies®® are to be credited in ‘State
Compensatory Afforestation Deposits’ under interest bearing section in Public
Account of the State at Minor head-103 below Major Head 8336-Civil Deposits.
Out of this, 90 per cent shall be transferred to Minor Head 129- SCAF below

12 As amended in December 2022

13 ‘user agency’ means any person, organisation or company or department of the Central
Government or State Government making a request for diversion or de-notification of forest
land for non-forest purpose or using forest land for non-forest purpose in accordance with
the provisions contained in the Forest (Conservation) Act, 1980 and the rules made and
guidelines issued, there under.
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Major Head 8121-General and Other Reserve Funds in Public Account of State
and balance 10 per cent shall be credited into the National Fund as per
Section 3 (4) of the Compensatory Afforestation Fund Act, 2016.

As on 1 April 2022, SCAF had opening balance of ¥ 1,182.76 crore. During
2022-23 the State Government had not received any amount for SCAF from
National Compensatory Afforestation Deposit. There was no receipt from the
user agencies. During the year 2022-23, the State Government paid outstanding
interest of I 31.66 crore related to the year 2019-20. The expenditure incurred
out of the Fund during the year 2022-23 was ¥ 231.74 crore leaving a balance
0f I 982.68 crore in SCAF.

The interest on balances available under State Compensatory Afforestation
Deposits under the head 8336-Civil Deposits and SCAF under the head 8121-
General and other Reserve Funds is to be paid as per the applicable rate declared
by the Central Government on year-to-year basis.

However, the State Government did not transfer interest of ¥ 37.02 crore due on
balance of SCAF at the rate of 3.35 per cent'* during 2022-23. Thus, the
Revenue Surplus of the State was overstated and the Fiscal Deficit was
understated by ¥ 37.02 crore during the year 2022-23.

2.5.2.7 Central Road and Infrastructure Fund (CRIF)

Central Road and Infrastructure Fund (CRIF) is used for development and
maintenance of National Highways, Railway projects, improvement of safety in
Railways, State and Rural roads and other infrastructure, etc. In terms of the
extant accounting procedure, the grants-in-aid received by the State
Government from Gol in respect of CRIF are to be initially booked as Revenue
Receipts under Major Head 1601 and thereafter, the amount so received is to be
transferred to the Public Account under Major Head 8449-103-Subventions
from Central Road and Infrastructure Fund.

During the year 2022-23, the State Government received grants-in-aid of
% 658.75 crore towards CRIF. However, the State Government did not transfer
any amount to the Fund in the Public Account as on 31 March 2023. This
resulted in understatement of Revenue Expenditure by I 658.75 crore.

2.5.3 Funds outside Consolidated Fund or Public Account of the State

Avrticle 266 (1) subject to the provisions of Article 267, of Constitution of India
provides that all revenues received by the Government of a State, all loans raised
by the Government by the issue of treasury bills, loans or ways and means
advances and all moneys received by that Government in repayment of loans
shall form one consolidated fund to be entitled the Consolidated Fund of the
State. Article 266 (2) provides that all other public moneys received by or on
behalf of the Government of a State shall be credited to the Public Account of

14 As notified (October 2022) by Ministry of Environment, Forest and Climate Change.
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the State. However, in the following cases moneys received by the State
Government did not form part of the Consolidated Fund of the State /Public
Account of the State as discussed below:

2.5.3.1 Building and Other Construction Workers Welfare Cess

The Building and Other Construction Workers (BOCW) Welfare Cess Act,
1996 and the BOCW (Regulation of Employment and Conditions of Service)
Act, 1996 covers establishments employing ten or more building workers on
any day of the preceding twelve months in any building or other construction
work. The Acts, inter alia, provide for constitution of Welfare Boards with the
aim of improving the working conditions of workers and to provide financial
aid to them, and to augment the resources of the Welfare Boards through the
levy and collection of cess on the cost of construction works. Accordingly, the
State Government created (November 2009) the U.P. BOCW Welfare Board
and in terms of the Cess Act, levied cess at the rate of one per cent. The U.P.
BOCW Rules, 2009, as amended from time to time, provide for collection of
registration fee of ¥ 20 and annual membership fee of ¥ 20 from registered
workers.

In this connection, the audit findings are as follows:
Funds kept outside Government Accounts

Details of receipts and utilisation of cess during the period 2018-23 as provided
by the Board, are given in Table 2.26.

Table 2.26: Status of Registration Fee, Cess realised and utilisation
during the period 2018-23

R incrore)
Year Opening Receipts Total Expen- Corpus Closing
balance  Registration Labour cess Interest funds diture Fund for balance
fee Receive From on available Atal
and annual din treasury | deposits Residential
membership ~ Board (State School
fee account Govt.)
3 4 ) 7 9
(Col. 2 to
6)
2018-19 3922.47 7.42 891.31 9.99 247.86 | 5079.05 193.85 0.00 | 4885.20
2019-20 4885.20 13.15 916.45 8.73 | 323.18 | 6146.71 362.67 0.00 | 5784.04
2020-21 5784.04 9.31 878.81 10.00 360.00 | 7042.16 882.54 0.00 | 6159.62
2021-22 6159.62 3.71 | 1007.55 9.78 | 310.80 | 7491.46 | 1697.50 1890.00 | 3903.96
2022-23 3903.96 9.63 | 1297.46 40.10 305.05 5556.20 626.61 450.00 | 4479.59

Source: UP BOCW Welfare Board (Provisional data for the year 2022-23)

State Government appointed (November 2009 and September 2010) all District
Collectors and the officers of other departments/local bodies/public sector
undertakings as Cess Assessment Officer and Cess Collectors under the BOCW
Welfare Cess Act, 1996 and BOCW Cess Rules, 1998%°. The State Government
further directed (August 2013 and September 2016) to deposit the collected cess

15 In exercise of the powers conferred by sub-section (1) of Section 14 of the Building and
Other Construction Workers’ Welfare Cess Act, 1996, Central Government made BOCW
Cess Rules 1998 which was published in the Gazette of India dated 26th March 1998.
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into the nationalised bank account of the Board. It is evident from Table 2.26
that T 4,479.59 crore were available with the Board as on 31 March 2023.

BOCW Cess Rules, 1998 provides that the cess collected shall be transferred to
the Board in the head of account of the Board under the accounting procedures
of the State. The orders to transfer cess directly to the bank account of the Board
without bringing it into Government Accounts violates the provisions of
Article 266 (2) of the Constitution of India. In the absence of accounting of cess
through Government Accounts, it was also not ascertainable from the accounts
of the State Government as to how much money was collected on account of
cess, fee, etc., and how much money was transferred to the Board by various
Cess Collectors.

It was further noticed that during the year 2022-23, labour cess of X 47.33 crore
were deposited in the State Government’s accounts under Major Head 0230 out
of which ¥ 40.10 crore was transferred to the Board. Thus, X 7.23 crore of labour
cess remained un-transferred under Major head 0230 as on 31 March 2023
which resulted in overstatement of revenue surplus by ¥ 7.23 crore.

Utilisation of Labour cess

The State Government notified various schemes/activities, viz., pension,
residential school, advances for purchase/construction of houses, funeral
assistance, medical assistance, cash awards for meritorious students, financial
assistance for education/marriage of children of beneficiaries, critical illness,
etc., for welfare of the construction workers from the BOCW Welfare Fund.
Details of expenditure on these schemes during the period 2018-23 are given in
Table 2.27.

Table 2.27: Workers registered, covered and expenditure on schemes by UP BOCW
Welfare Board during the period 2018-23

Year Available Scheme Actual Registered  Registered = Workers Percentage
funds Operated expenditure | workers workers covered

®in No. Allotted  onscheme in the at the end Workers Funds Funds

crore) )Y (R in crore) year of the covered utilised utilised

BOCWB year against against
®Rin allotment availability

crore)

2018-19 3922.47 | 16 361.75 174.47 647579 4856323 269424 5.55 48.23 4.45
2019-20 4885.20 | 17 696.94 347.04 514406 5370729 1164381 21.68 49.79 7.10
2020-21 5784.04 | 16 1203.15 868.88 | 4374964* 9745693 | 3046569* 31.26 72.22 15.02
2021-22 6159.62 | 16 2461.03 1681.22 | 4822173* 14567866 | 4470669* 30.69 68.31 27.29
2022-23 3903.96 | 15 1506.31 604.61 1185758 15753624 149518 0.95 40.14 15.49

Source: UP BOCW Welfare Board

*Note: UP BOCW Welfare Board informed (October 2023) that the number of registered
workers and workers covered during 2020-21 and 2021-22 were higher as the registered
workers were provided assistance in two instalments during 2020-21 and four instalments
during 2021-22 under Disaster Relief Assistance Scheme.
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It is evident from Table 2.27 that the expenditure incurred by the Board on
welfare of workers against available funds ranged from 4.45 per cent to
27.29 per cent and covered 0.95 per cent to 31.26 per cent of registered workers.

2.5.3.2 State Electricity Regulatory Commission Fund

Section 82 (1) of the Electricity Act, 2003 (Act) provides that every State
Government shall constitute a Commission for the State to be known as State
Electricity Regulatory Commission. Section 103 of the Act further provides that
State Government shall constitute a Fund to be called the State Electricity
Regulatory Commission Fund and there shall be credited thereto any grants and
loans made to the State Commission by the State Government, all fees received
by the State Commission under the Act and all sums received by the
Commission from such other sources as may be decided upon by the State
Government.

Uttar Pradesh Electricity Regulatory Commission was established on 10
September 1998. Audit noted that the GoUP did not constitute State Electricity
Regulatory Commission Fund. As a result, fees received by the Uttar Pradesh
Electricity Regulatory Commission (UPERC) are deposited in bank accounts
maintained by the Commission. As such, as on 31 March 2023, an amount of
T 111.14 crore'® was kept outside the Public Account of the State in violation
of Article 266(2) of the Constitution. Pertinently, in a similar case, Central
Electricity Regulatory Commission Fund constituted (October 2007) by the
Central Government under Section 99 of the Act was being operated under the
Public Account of India.

The issue was also highlighted in Paragraph 6.1 of Audit Report on Economic
Sector and Public Sector Undertakings, Government of Uttar Pradesh for the
year ended 31 March 2019. The matter was reiterated in Paragraph 4.1.2 of the
State Finances Audit Report for the years ended 31 March 2020, 31 March 2021
and 31 March 2022.

UPERC stated (September 2023) that it had issued reminder (October 2022) to
the Government for constitution of Uttar Pradesh Electricity Regulatory Fund.
Further Finance Department requested (August 2023) UPERC to frame the
Rules in the light of current provisions.

2.6 Public Liability Management

Management of public liability is the process of establishing and executing a
strategy for managing the Government’s liabilities 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 or any other annual budget announcements.

16 As per information provided by the UPERC for the Financial Year 2022-23
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2.6.1 Liability profile: Components |

Total liabilities 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, loans from financial institutions, etc.),
loans and advances from the Central Government and Public Account
Liabilities.

Statement 6 of the Finance Accounts gives the status of outstanding liabilities
of the State Government. The State Government did not disclose the extra-
budget liabilities in budget documents. Table 2.28 presents the component wise

debt trends during 2018-19 to 2022-23.
Table 2.28: Component wise liability trends during the period 2018-23

®incrore)
018-19 019-20 020 0 0

Outstanding Total Liabilities 518096 502412 564972 612956 662316
Public Internal Debt 353190 405049 458552 496423 533477
Debt Loans from Gol 11980 11529 18107 27261 34364
Liabilities on Public Account 152926 85834 88313 89272 94475
Rate of growth of outstanding 10.74 (-)3.03 12.45 8.49 8.05
liabilities (percentage)
Gross State Domestic Product| 1582180 1700062 1645317 1974532 2257575
(GSDP)
liabilities /GSDP (per cent) 32.75 29.55 34.34 31.04 29.34
Receipts under Public Debt 113504 112696 123555 121852 116747
and Other Liabilities
Repayments (Principal and 95293 163192 98424 116743 110395
interest) under Public Debt
and Other Liabilities
Net Fund available 18211 (-)50496 25131 5109 6352
Percentage of net funds 16.04 (-)44.81 20.34 4.19 5.44
available to receipts under
public debt & other liabilities

Source: Finance Accounts of respective years

As shown in Table 2.28, during the period 2018-23, the Internal Debt under
overall Liabilities of the State Government increased by 51.05 per cent from
< 3,53,190 crore in 2018-19 to ¥ 5,33,477 crore in 2022-23. During the year
2022-23, it increased by 7.46 per cent over the previous year which necessitated
to finance the fiscal deficit of ¥ 64,636.26 crore. Ason 31 March 2023, Internal
Debt (% 5,33,477 crore) consisted of Market Loan (X 4,47,467.50 crore), Loan
from Financial Institutions (3 50,638.47 crore), Special Securities issued to
National Small Savings Fund (% 35,248.39 crore) and other Loans
(X 122.18 crore). Thus, Market Loan constituted 67.56 per cent of total fiscal
liabilities (% 6,62,316 crore) of the State Government.

The overall Liabilities of the State increased by 8.05 per cent during 2022-23
over the previous year 2021-22. The percentage of net fund available under
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Public Debt and other liabilities to their receipts had a fluctuating trend during
the period 2018-19 (16.04 per cent) to the year 2022-23 (5.44 per cent).

The broader definition of total outstanding liabilities also includes extra-budget
borrowings by State Public Sector Undertakings and other bodies where the
principal and/or interest are to be serviced out of the State Budget. As discussed
in Paragraph 4.1 State Government had also resorted to extra budget
borrowings and the outstanding liability on this account as on 31 March 2023
was < 24,314.36 crore.

Chart 2.14 presents the status of Outstanding Overall Liabilities of the State
Government as per Finance Accounts at the end of the year 2022-23.

Chart 2.14: Break-up of Outstanding Total Liabilities at the end of the year 2022-23

Outstanding Overall Debt X 6,62,316 crore

Public Accounts Liabilities,
T 94475 crore (14.26%0)

Loans from Gol,
X 34364 crore
(5.19 %)

Internal debt,
¥ 533477 crore
(80.55%0)

Source: Finance Accounts 2022-23

Trends of Public debts taken and its repayment during the period 2018-23 is
depicted in Chart 2.15.
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Chart 2.15: Public debt taken vis-a-vis repaid during the period 2018-23
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It is evident from Chart 2.15 that during the period 2018-19 to 2022-23, the
State Government utilised 69 per cent to 95 per cent of its public debt receipt
amount in repayment of previous debts and interest liabilities, resultantly, only
five per cent to 31 per cent of public debt was available for capital expenditure.
This availability was lowest in the year 2018-19 and maximum in the year
2020-21. In the year 2022-23, the State Government utilised 92 per cent of its
public debt receipt amount in repayment of previous debts and interest payment
resultantly, only eight per cent was available for capital expenditure.

|Components of fiscal deficit and its financing pattern |

Three key fiscal parameters- Revenue Deficit/Surplus, Fiscal Deficit/Surplus
and Primary Deficit/Surplus - indicate the extent of overall fiscal imbalances in
the finances of the State Government during a specified period. The deficit in
the Government Accounts represents the gap between its receipts and
expenditure.

Revenue Surplus represents the difference between revenue receipts and
revenue expenditure. Revenue surplus helps to decrease the borrowings. Fiscal
Deficit is the excess of Revenue and Capital Expenditure including loans and
advances, over revenue and non-debt capital receipts. Fiscal Deficit represents
the net incremental liabilities of the Government or its additional borrowings.
Break-up of Fiscal Deficit reveals the extent of various borrowings resorted to
by the State to meet its requirement of funds over and above revenue and non-
debt receipts. Further, the manner in which the deficit is financed and the
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resources are applied, are important pointers to its fiscal health. This section
presents trends, nature, magnitude and the manner of financing these deficits.

The overall position of key fiscal parameters is given in Table 2.29.

Table 2.29: Components of fiscal deficit and its financing pattern

®incrore)
Particulars 2018-19 2019-20 2020-21

Composition of Fiscal (-)35203 (+)11083 (-)54622 (-)39286 (-)64636

Deficit (-)/ Surplus (+) (A)

1 | Revenue Deficit(-) (+)28250 (+)67560 (-)2367 (+)33430 (+)37263
/Surplus(+)

2 | Net Capital (-)62463 (-)59998 (-)52237 (-)71443 (-)93028
Expenditure!’

3 | Net Loans and (-)990 (+)3521 (-)18 (-)1273 (-)8871
Advances®®

Financing Pattern of Fiscal Deficit (Net)

1 | Market Borrowings 33306.67 55825.80 63499.68 46670.00 46111.96

2 | Loans from GOI (-) 832.22 (-) 450.84 6577.99 9154.59 7102.82

3 | Special Securities (-) 4871.64 (-) 5122.07 (-) 5122.07 (-)5122.07 -5122.07
issued to NSSF

4 | Loans from Financial 3275.84 1155.20 (-) 4874.22 (-)3677.27 -3936.23
Institutions

5 | Small Savings, 3645.59 3313.67 1062.40 525.12 412.91
Provident Funds, etc.

6 | Deposits and Advances 2196.34 (-) 2089.80 1914.78 (-)1458.73 3598.74

7 | Suspense and 222.67 (-) 1828.11 1697.48 1461.10 34.82
Miscellaneous

8 | Remittances 312.67 313.50 (-)325.46 21.06 1056.61

9 | Reserve Fund 13544.71 | (-) 68298.52 500.94 3893.01 3691.79

10 | Contingency Fund (-) 166.65 629.73 (-) 100.00 700.00 (-)0.06

11 | Overall Deficit (B) 50633.98 | (-) 16551.44 64831.52 52166.81 52951.29

12 | Increase (-) / Decrease (-) 15431.00 5468.75 (-)10209.41 | (-)12880.39 11684.97
(+) in cash balance
(A-B)

13 | Fiscal Deficit (11+12) 35202.98 | (-) 11082.69 54622.11 39286.42 64636.26

Source: Finance Accounts of respective years

Revenue Deficit and Fiscal Deficit
2018-23. State’s revenue surplus

had fluctuating trend during the period
(X 67,560 crore) and fiscal surplus

(% 11,083 crore) during 2019-20 was mainly due to transfer of book balance of
< 71,180 crore of Sinking Fund to revenue receipt account without any actual
cash receipt to State exchequer. During the year 2022-23, State registered Fiscal

17 Net Capital Expenditure = Miscellaneous Capital Receipts minus Capital Expenditure;
minus figure indicate that the capital Expenditure was more than the capital receipt during

the year.

18 Net Loans and advances = Recoveries of Loans and Advances minus disbursement of loans
and advances; minus figure indicate that disbursement of loans and advances was more than
the recovery during the year. In the year 2021-22, this also includes transfer of X 600 crore
from Consolidated Fund to Contingency Fund which was budgeted by the State Government

under Loans and Advances.
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Deficit of ¥ 64,636.26 crore which was mainly financed through market
borrowings and loans from Gol.

2.6.2 Debt profile: Maturity and Repayment \

Debt maturity and repayment profile indicates commitment on the part of the
Government for debt repayment or debt servicing. Out of total outstanding
Liabilities of ¥ 6,62,316 crore as on 31 March 2023, ¥ 94,475 crore pertained
to Liabilities on Public Account. The maturity profile of public debt
(¥ 5,67,841 crore) is shown in Table 2.30 and Chart 2.16.

Table 2.30: Debt Maturity profile of repayment of Public Debt of the State
R in crore)

Period o epa > ea PUb Deb e

0-1 21288.28 3.75

1-3 71046.49 12.51

3-5 102342.80 18.02

5-7 131920.58 23.24

7 and above 214833.74 37.83
Others* 26408.80 4.65

Total 567840.69 100

Source: Calculated on the basis of Finance Accounts for the year 2022-23.
* Under reconciliation - this includes ¥13.12 crore to be written off by Gol, ¥24,546.44 crore
for which terms of repayment of loans were awaited from Gol and (-) 235.72 crore of back-
to-back loan repaid by Gol for which loan wise details were awaited.

Chart 2.16: Public Debt Maturity Profile
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21288.28 (4.65%)
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Amount to be repaid (X in crore)

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
EO0tolyear mlto3years m3to5years ' 5to7years 7 yearsandabove mOthers
Source: Finance Accounts 2022-23

The maturity profile of public debt indicates that the liability of the State to
repay the debt during the periods 2023-24, 2024-26, 2026-28 and 2028-30
would be ¥ 21,288.28 crore (3.75 per cent), I 71,046.49 crore (12.51 per cent),
I 1,02,342.80 crore (18.02 per cent) and ¥ 1,31,920.58 (23.24 per cent)
respectively.

Table 2.31 shows the year-wise repayment schedule during the next nine and
above years of the Public Debt outstanding as on 31 March 2023.

67



State Finances Audit Report for the year ended 31 March 2023

Table 2.31: Repayment Schedule of Public Debt

® incrore)
Rep of Pub DeDb
5 Oa C 5
0d 0 0 O
DeDb 0
0 0

2023-24 19485.70 1802.58 21288.28 3.75

2024-25 29007.44 704.77 29712.21 5.23

2025-26 40731.06 603.22 41334.28 7.28

2026-27 50426.52 748.60 51175.12 9.01

2027-28 50522.28 645.40 51167.68 9.01

2028-29 54321.85 626.20 54948.05 9.68
2029-30 76368.87 603.66 76972.53 13.56
2030-31 81335.73 541.77 81877.50 14.42
2031-32 62419.37 445.00 62864.37 11.07
2031-32 onwards 66784.12 3307.75 70091.87 12.34

Under reconciliation with 2073.60 24335.20 26408.80 5.08

the State Government *

Total 533476.54 34364.15 567840.69 100.00

Source: Finance Accounts 2022-23
Note: Interest payable on outstanding debt stock has not been included in Table 2.31.
*This includes ¥13.12 crore to be written off by Gol, ¥24,546.44 crore for which terms of

repayment of loans were awaited from Gol and (-) 235.72 crore of back-to-back loan repaid by
Gol for which loan wise details were awaited.

|2.7 Debt sustainability Analysis

Debt sustainability analysis has been carried out on the basis of fiscal and debt
parameters, Domar approach and compliance of macro-fiscal parameters to the
State FRBM targets. The result of analysis is given in the following paragraphs:

(A) Debt sustainability is defined as the ability of the State to service its
debt liability in the future. 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 increase in fiscal deficit should match with
the increase in capacity to service the debt. Debt sustainability also depends on
the ratio of debt redemption (principal plus interest payments) to total debt
receipts and application of available borrowed funds. The ratio of debt
redemption to debt receipts indicates the extent to which the debt receipts were
used in debt redemption indicating the net availability of borrowed funds for
capital spending.

Debts Sustainability indicators of State’s Public Debt are depicted in Table 2.32
and Chart 2.17.
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Table 2.32: Trend in Debt Sustainability Indicators

R incrore)
Debt Sustainability Indicators  2018-19 2019-20 = 2020-21 @ 2021-22
Outstanding Public Debt*® 365170 | 416578 | 470652* | 509537* | 553694*
(in¥ crore)
Rate of Growth of Outstanding 9.24 14.08 12.98 8.26 8.67
Public Debt (in per cent)
GSDP (in¥ crore) 1582180 | 1700062 | 1645317 | 1974532 | 2257575
Rate of Growth of GSDP 9.88 7.45 (-)3.22 20.01 14.33

(in per cent)
Public Debt/GSDP (in per cent) 23.08 24.50 28.61 25.81 24.53
Average interest Rate of 8.06 7.83 7.53 7.84 7.24
Public Debt?
(in per cent)
Percentage of Interest payment 8.54 8.36 11.28 10.35 9.22
on Public Debt to Revenue
Receipt

Percentage of Public Debt 40.15 30.35 30.83 37.92 33.94
Repayment to Public Debt
Receipt

Net Public Debt available to 2694 20784 26661 8609 5672
the State?*
Net Public Debt available as 5.22 28.25 30.69 11.37 8.49
per cent to Public Debt
Receipts

Revenue Deficit (-)/Surplus (+) 60292 | 102373 35061 76306 80271
without interest payment
Primary Deficit (-)/Surplus (+) (-)3161 45896 | (-)17194 3589 | (-)21628
Debt Stabilisation (in % crore) 3485 44313 | (-) 67789 65600 17629
(Quantum spread? + Primary
Deficit)

Source: Finance Accounts of respective years

*Qutstanding Public Debt has been calculated excluding back to back loan received during
2020-21 (¥6,007 crore) and 2021-22 (¥8,139.94 crore) in lieu of GST compensation shortfall with no
repayment liability to the State.

19 Qutstanding Public Debt is the sum of outstanding balances under the Major heads 6003-
Internal Debt and 6004- Loans and Advances from the Central Government as on 31 March
of the year.

20 Interest paid on public debt (opening balance of Public Debt + closing balance of Pubic
Debt/2) (in per cent).

2L 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.

22 Quantum spread= Outstanding Public Debt x (GSDP Growth Rate — Average Interest
Rate)/100.
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Chart 2.17: Debt Sustainability indicators
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Analysis of Table 2.32 and Chart 2.17 indicates the following:
o Public Debt of the State, excluding back to back loan received in lieu of

GST compensation shortfall during 2020-21 and 2021-22, grew from
< 3,65,170 crore in the year 2018-19 to X 5,53,694 crore in the year 2022-23. It
grew at 8.67 per cent in the year 2022-23 over the previous year. However, after
taking into account the back-to-back loan received during 2020-21
(X 6,007 crore) and 2021-22 (X 8,139.94 crore) in lieu of GST compensation
with no repayment liability to the State, the State’s Public Debt was
3 5,67,840.69 crore as on 31 March 2023 with growth rate of 8.43 per cent over
previous year.

o Debt sustainability condition states that if quantum spread together with
primary deficit is zero, debt-GSDP ratio would tend to be constant or debt would
stabilise eventually. In case it is positive, debt-GSDP ratio would eventually be
falling and on the other hand, if primary deficit together with quantum spread
turns out to be negative, debt-GSDP ratio would be rising. As computed in
Table 2.32, the debt stabilization indicator, after showing a deterioration in
2020-21 turned positive in 2021-22 and continued to be on the path of
improvement, despite the deceleration in 2022-23.

o Higher percentage of interest payments leaves less funds for priority
areas. Percentage of interest payments to revenue receipt measures the margin
of safety a government has for paying interest on its debt during a given period.
The percentage of interest payment on public debt to revenue receipt decreased
from 11.28 per cent during 2020-21 to 9.22 per cent during 2022-23. The net
fund available from borrowings for current operations after providing for
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interest and repayment of Public Debt had fluctuating trend during 2018-23 and
it was lowest 5.22 per cent of total public debt taken during the year 2018-19
and highest 30.69 per cent in the year 2020-21. During the year 2022-23 the net
fund available from borrowings was 8.49 per cent.

(B) Details of achievements vis-a-vis targets set in the Finance Commission
Reports are shown below:

Table 2.33: Achievement vis-a-vis target set for fiscal aggregates in Finance
Commission Report

2018-19 2019-20 2020-21  2021-22 2022-23

Particulars

Total outstanding Target 32.03 32.67 | 40.90 40.00 40.50
Liabilities as

percentage of Achievement 32.75 2955 | 33.97* 30.33* 28.71*
GSDP

*Computed after excluding back to back loan during 2020-21 (X 6,007 crore) and 2021-22
( 8,139.94 crore) in lieu of shortfall in GST compensation with no repayment liability to the State.

As seen from Table 2.33, total outstanding debt as a percentage of GSDP of the
State was below the target set by Finance Commission during the period
2018-23, except in the year 2018-19.

(C) An analysis on debt sustainability was carried out based on a study by E.D.
Domar (Domar, 1944). The Domar model states that the necessary premise for
ensuring stability of public indebtedness is that the interest rates for government
loans should not exceed the growth rate of GDP. The dynamics of public debt
depending on the interest rate, growth rate of GSDP and the primary budget
balance are as follows:

g-r (g: real
economic

Primary Budget Balance <0
(Primary Deficit)

Primary Budget Balance >0
(Primary Surplus)

growth; r: real
interest rate)

If g-r>0
(strong economic
growth)

Real economic growth exceeds real
interest rate provided that the
primary deficit registered is stable
and consistent with debt/GSDP
then the debt is sustainable.

Real economic growth exceeds
real interest rate and records
primary surplus then debt/GSDP
ratio shall decrease and debt
tends towards stable level
therefore sustainable.

If g-r<0
(slow
growth)

economic

Real economic growth is lower
than real interest rate and records
primary deficit, then debt tends to
increase without limitations and
becomes unsustainable.

Real economic growth is lower
than real interest rate and records
primary surplus, then debt is no
longer sustainable provided that
it is not decreased in the medium
or long run.

The results of applying the above parameters in the case of Uttar Pradesh are
shown in Table 2.34
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Table 2.34: Debt sustainability analysis based on Domar Model

Year Real Growth* Real Interest** g-r Primary deficit(-)
(9) (®) (Domar gap) /Surplus (+)
(R in crore)
2018-19 3.88 4.29 (-)0.41 (-) 3161
2019-20 4.03 1.97 2.06 (+) 45896
2020-21 (-)4.24 2.27 (-)6.51 (-) 17194
2021-22 10.20 2.05 8.15 (+) 3589
2022-23 8.30 0.17 8.13 (-) 21628

*Real Growth rate calculated for GSDP at constant prices.

**Real interest rate is the nominal interest rate adjusted for inflation.

The State Government had achieved primary surplus during 2019-20 and
2021-22. However, primary surplus during 2019-20 was mainly due to transfer
of book balance of ¥ 71,180 crore of Sinking Fund under Public Account to Non
Tax Revenue without actual cash receipt. Further, the real growth rate of GSDP
(9) and domar gap (g-r) during post Covid-19 year (i.e., 2021-22 and 2022-23)
should be read with negative GSDP growth rate during 2020-21 resulting in low
base for computation of GSDP growth rates during subsequent years.

As evident from Table 2.34, the growth of rate of interest was lower than the
rate of growth of the GSDP (g-r>0) in 2019-20, 2021-22 and 2022-23 as per the
Domar model analysis. Nevertheless, when examining the Domar gap (g-r), the
real interest rate had surpassed the real economic growth rate in 2018-19 and
2020-21. The positive Domar gap coupled with Primary Surplus led to decline
in Debt to GSDP ratio in 2021-22. Further, despite the Primary Deficit
generated in 2022-23, the positive Domar Gap in 2022-23 was adequate to
absorb the Primary Deficit and primarily contributed to further keep the debt to
GSDP ratio in a declining trend, as detailed in Table 2.32.

From the above discussion, it can be concluded that Debt/GSDP ratio in the past
five years remained fluctuating and thus, it is early to conclude that debt is on
the path of stabilisation.

2.7.1 Utilisation of borrowed funds

Borrowed funds should ideally be used to fund capital creation and
developmental activities. The status of utilisation of borrowed fund during the
period 2018-23 is given in the Table 2.35.

Table 2.35: Utilisation of borrowed funds
R incrore)

2019-20  2020-21  2021-22  2022-23

2018-19

Public Debt receipt 51595 73809 86859 75751 66847

22690
(33.94)

20717
(40.15)

22401
(30.35)

26777
(30.83)

28726
(37.92)

Repayment of earlier Public
Debt (Principal)
(percentage of Public Debt
receipt)
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2018-19  2019-20  2020-21  2021-22  2022-23

Capital Expenditure 62463 59998 52237 71443 93028
(percentage of Public Debt (121.06) (81.29) (60.14) (94.31) (139.17)
receipt)

Net Loans and Advances 990 (-)3521 18 674 8871
disbursed (percentage of (1.92) (-4.77) (0.02) (0.89) (13.27)
Public Debt receipt)

Portion of revenue (-)32575 (-)5069 7827 | (-)25092 | (-)57742
expenditure met out of net (-63.14) (-6.87) (9.01) | (-33.12) (-86.38)
available borrowings

SI. No. 5 = SI. No. (1-2-3-4)

(percentage of Public Debt

receipt)

Source: Finance Accounts of respective years

Table 2.35 shows that during the years 2018-19, 2019-20, 2021-22 and
2022-23, a portion of expenditure on capital account was met from revenue
surplus of the State.

|2.7.2 Status of Guarantees — Contingent Liabilities

The State Government issues guarantees in respect of bonds issued and other
borrowings by the State Public Sector Undertakings or other Bodies.
Guarantees are liabilities contingent on the Consolidated Fund of the State in
case of default by the borrower for whom the guarantee had been extended.

The State Government has not fixed any limit for giving guarantee. Statement
No. 9 and 20 of the Finance Accounts gives details of guarantees given by the
State Government. Details in this compilation are prepared directly from the
information furnished by the State Government. The maximum amount for
which guarantees were given by State Government and outstanding guarantees
for the last five years are given in Table 2.36.

Table 2.36: Status of Guarantees given by the State Government
® incrore)

Guarantees 2018-19 2019-20 2020-21 2021-22

Maximum 90662.48 | 132499.27 175469.24 | 206431.78 193244.82
amount
guaranteed
during the year
Outstanding 110032.12 | 118696.49 150554.00 | 174218.42 170780.52
amount of
guarantee
Source: Finance Accounts of respective years

The outstanding guarantees decreased by 1.97 per cent from
< 1,74,218.42 crore in the year 2021-22 to % 1,70,780.52 crore in the year
2022-23. During the year 2022-23, outstanding guarantee was 40.93 per cent of
the Revenue Receipts (X 4,17,242 crore) and 7.56 per cent of GSDP
(X 22,57,575 crore) of the State Government during the year. The outstanding
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guarantee as on 31 March 2023 mainly pertained to three power sector
companies (X 1,30,648 crore), one entity under Infrastructure and Industrial
Development Department (I 28,450 crore), four entities under Co-operative
Department (X 6,175 crore) and two entities under Sugar Industry Department
(X 3,699 crore). During the year 2022-23, Guarantee Fee/Commission of
< 4.41 crore was receivable from Uttar Pradesh State Warehousing Corporation but
no guarantee fee was received. Further, no guarantee was invoked during the
year 2022-23.

Further, there was a difference to I2,513.30 crore between outstanding
guarantees at the beginning of the year 2022-23 and that at the end of the year
2021-22 which was under reconciliation between the Accountant General
(Accounts & Entitlements) Uttar Pradesh and the State Government.

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 /Overdrafts from time to time. The limit for ordinary WMA to the
State Government are revised by the RBI from time to time.

The State Government invests its surplus cash balance in short and long-term
Gol Securities and Treasury Bills. The yield derived from such investments are
credited as receipts under the Major Head ‘0049-Interest Receipts’. The cash
balances include government securities investments of the Consolidated
Sinking Fund.

It is not desirable that State Government take recourse to market loans despite
having large cash balances since it leads to further accretion to cash balances
without putting it to productive use.

During the year 2022-23 the cash balances and investments made by the State
Government out of cash balances is presented in Table 2.37.

Table 2.37: Cash Balances and their investment during the year 2022-23
R incrore)
Opening balance on Closing balance on

1 April 2022 31 March 2023

A. General Cash Balance
Cash in Treasuries 0.00 0.00
Deposits with Reserve Bank of India (-)348.47 102.77
Remittances in transit 0.00 0.00
Investments held in Cash Balance 41825.24 27188.94
Investment Account

Total (A) 41476.77 27291.71
B. Other Cash Balances and Investments
Cash with departmental officers viz., 10.69 10.78
Public Works, Forest Officers
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Opening balance on Closing balance on

1 April 2022 31 March 2023
Permanent advances for contingent 0.50 0.50
expenditure with department officers
Investment in earmarked funds 3045.20 5545.20
Total (B) 3056.39 5556.48
Total (A + B) 44533.16 32848.19

Source: Finance Accounts 2022-23

The State Government's cash balances at the end of the current year amounted
to ¥ 32,848.19 crore. This has decreased by I 11,684.97 crore (26.24 per cent)
when compared with balances at the end of the year 2021-22. During 2022-23,
the opening balance of investment held in Cash Balance Investment Account
was < 41,825.24 crore. Treasury Bills amounting to ¥ 8,42,096.42 crore were
purchased and these instruments amounting to ¥ 8,56,668.38 crore were sold,
leaving a balance of ¥ 27,188.94 crore in the account at the end of the year. The
amounts of ¥ 391.31 crore and I 11.29 crore were received as interest on
investment under Treasury Bills and Long-Term Government of India's
Securities respectively. Further, I 64.34 crore was received as redemption under
Long Term Government of India’s Securities.

Under the Cash Balance Investment Account, the transactions of the State
Government in investing in Treasury bills decreased from X 5,44,061 crore
during 2018-19 to R 4,93,843crore during the year 2019-20 and
< 4,64,321 crore in the year 2020-21. It increased to ¥ 6,91,373 crore during the
year 2021-22 and X 8,42,096 crore in the year 2022-23. Corresponding to Cash
Balance Investment Account, the cash surplus (General Cash Balances)
increased during the period 2017-18 to 2018-19 from X 11,425 crore
(31 March 2018) to X 26,855 crore (31 March 2019) which decreased to
< 21,387 crore in the year 2019-20 (31 March 2020) and again increased to
< 30,597 crore in the year 2020-21 (31 March 2021), ¥ 41,477 crore in the year
2021-22 (31 March 2022) and further decreased to X 27,292 crore in the year
2022-23. Status of Cash Balance Investment Account and interest earned
thereon for the period 2018-23 is shown in Table 2.38.

Table 2.38: Cash Balance Investment Account (Major Head 8673)

®incrore)
Ope 0 0 0 ere
Ba e Bala e 0[S ease ea 0
B-OB

2018-19 11159.38 26684.36 15524.98 1088.56
2019-20 26684.36 21150.71 (-) 5533.65 596.15
2020-21 21150.71 30459.45 9308.74 249.67
2021-22 30459.45 41825.24 11365.79 346.99
2022-23 41825.24 27188.94 (-) 14636.30 402.60

Source: Finance Accounts of respective years

Month wise movement of Cash Balances and Net Cash Balance Investments
during the year 2022-23 is presented in Chart 2.18.
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Chart 2.18: Month wise movement of Cash Balances and net cash balance investments
during the year 2022-23
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The status of Market loan taken by the State Government and Cash balance
available with the State Government is presented in Chart 2.19.

Chart 2.19: Market Loan vis-a-vis Cash Balance during the period 2018-23
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\2.7.4 Variation in Cash Balance

The Cash balance as on 31 March 2023 as per the record of Accountant General
was I 102.77 crore (Debit) and that reported by the RBI was I 41.19 crore
(Debit). There was a net difference of ¥ 143.96 crore, which was under
reconciliation.
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2.8

Conclusion

Positive Indicators

Fiscal Deficit (-) ¥ 64,636 crore was 2.86 per cent of GSDP, which was
within the fiscal target of 3.5 per cent set in the UPFRMB (Amendment)
Bill, 2021.

Revenue Receipt in the year 2022-23 increased by 12.46 per cent over the
year 2021-22.

State had registered revenue surplus of ¥ 37,263 crore during the year
2022-23.

Committed Expenditure to Revenue Expenditure shows a decreasing trend
during the year 2020-21 to 2022-23. In the year 2022-23 it was
58.66 per cent of the Revenue Expenditure.

Debt-GSDP ratio of the State showing a decreasing trend during 2021-22
and 2022-23 and it was 28.71 per cent in the year 2022-23.

The positive Domar Gap in 2022-23 was adequate to absorb the Primary
Deficit and primarily contributed to further keep the debt to GSDP ratio in
a declining trend.

Parameters requiring close watch

During the year 2022-23, State Government transferred less contribution of
< 428.48 crore to the Consolidated Sinking Fund, which was to be utilised
for amortization of redemption of outstanding liabilities of State
Government.

State Government did not transfer the amount charged for Depreciation
Reserve Fund to this Fund in entirety instead it was kept as revenue receipts
of the State Government.

The State Government had not credited interest of I 266.56 crore for the
year 2022-23 on un-invested balances of the State Disaster Response Fund.
The balance of the Fund was not being invested in the manner specified in
the SDRF guidelines.

The State Government did not contribute ¥ 1,742.18 crore to the Guarantee
Redemption Fund for meeting the debt servicing obligation arising in the
event of default by the borrowing agency out of guarantees issued by the
Government.
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2.9

Recommendations

1.

The State Government should ensure that annual contribution to the
Consolidated Sinking Fund is at least 0.50 per cent of the outstanding
liabilities at the end of the previous year as provided under the Consolidated
Sinking Fund Scheme so that adequate balance would be available in the
Fund for its further investment by the Reserve Bank of India and for future
redemption of outstanding liabilities.

The State Government should transfer the full amount charged on works for
Depreciation Reserve Fund to this Fund.

The State Government should invest the balances under SDRF in the manner
prescribed in the SDRF guidelines and also remit the accrued interest to the
Fund.

The State Government should ensure annual contribution to the Guarantee
Redemption Fund as required under the Uttar Pradesh Guarantee Fund
Redemption scheme.
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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

2 Provide for Committed
Expenditure

Resources for State’s
Nagship schemes are
genarally allocaled by
Finance Department in
consultation with
Administrative
Departments.
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, it is presented, under Article 202 of the
Constitution, to both the Houses of the State Legislature on the
recommendation of the Governor. The estimates of the expenditure embodied
in the Budget 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. 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 2022-23 are depicted in Chart 3.2.
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Chart 3.2: Budget Components for the year 2022-23

Original

Budget
(X 6,51,786.36
crore)

Total Budget i i
approved by Expenditure Savings
Legislature
(% 6,85,555.91

crore)

(X 5,19,859.58 X 1,65,696.33
crore) crore)

Supplementary
Provision
(¥ 33,769.55
crore)

[ Authorisation by Legislature ] [ Implementation by Government ]

Source: Uttar Pradesh Annual Financial Statement and Appropriation Accounts for the
year 2022-23

Appropriation Accounts depict the original budget provision, supplementary
grants, re-appropriations and surrenders distinctly and indicate actual capital
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 Comptroller and Auditor General of India 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 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 2022-23

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

Table 3.1: Budget provisions, expenditure and savings during 2022-23

R incrore)

Total Budget provision ‘ Expenditure Savings
Voted Charged ‘ Voted Charged Voted Charged
Revenue 436261.48 | 49523.27 336997.42 | 46227.13 | 99264.06 | 3296.14
Capital 167153.05 | 32618.11 113919.00 | 22716.03 | 53234.05 | 9902.08
Total : 603414.53 | 82141.38 450916.42 | 68943.16 | 152498.11 | 13198.22

Source: Appropriation Accounts 2022-23 & Budget Documents.
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During the financial year 2022-23, the actual expenditure was substantially
lower than the budget provisions both under Revenue and Capital Sections
which witnessed savings of 21.11 per cent and 31.60 per cent. The total
expenditure against the budget provision was 77.25 per cent in Revenue Voted
section, 93.34 per cent in Revenue Charged section, 68.15 per cent in Capital
Voted section and 69.64 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 2018-23 is detailed in Table 3.2

Table 3.2: Expenditure under Voted and Charged during the period 2018-23

® incrore)
Revenue Capital
Expenditure \ Savings Expenditure Savings

Voted Charged Voted Charged Voted Charged Voted Charged

2018-19 | 247287 58976 51703 433 82792 20729 | 27377 9838
2019-20 | 266083 35367 64113 22640 75556 22420 | 27637 12993
2020-21 | 263323 39047 81777 25080 66856 26798 | 33551 8139
2021-22 | 293995 45530 84220 999 80806 28734 | 57149 10258
2022-23 | 336997 46227 | 99264 3296 | 113919 22716 | 53234 9902

Source: Appropriation Accounts of respective years

Table 3.2 shows that the expenditure under Revenue Voted Section increased
from ¥ 2,47,287 crore during the year 2018-19 to ¥ 2,66,083 crore during the
year 2019-20 and thereafter decreased marginally to ¥ 2,63,323 crore in the
year 2020-21 which further increased to ¥ 3,36,997 crore in the year 2022-23.
During the year 2022-23, the expenditure under Revenue Voted Section was
14.63 per cent higher than the expenditure during the previous year. However,
savings under Revenue Voted section has increased from I 51,703 crore in
2018-19 to X 99,264 crore in the year 2022-23.

Similarly, expenditure under Capital Voted section was volatile during the
period 2018-23 and it was highest (X 1,13,919 crore) during the year 2022-23
and lowest (X 66,856 crore) during the year 2020-21. During the year 2022-23,
the expenditure under Capital VVoted Section (X 1,13,919 crore) was 40.98 per
cent higher than the expenditure during the previous year. However, saving
under Capital Voted section has increasing trend from X 27,377 crore in
2018-19 to ¥ 57,149 crore in the year 2021-22, which decreased to
3 53,234 crore during 2022-23.

3.1.3 Budget marksmanship

Aggregate Budget Outturn

Aggregate Budget Outturn measures the extent to which the aggregate budget
expenditure outturn/actual expenditure reflects the amount originally
approved, both in terms of less than approved and in excess of approved.
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Table 3.3 provides details of actual outturn as compared to original approved
budget.

Table 3.3: Actual Outturn vs. original approved budget during 2022-23

& incrore)
Description Original Approved Actual Outturn Difference between
Budget (BE) Actual and BE*
(1) () ©) (4)
Revenue 472027.90 383224.55 (-)88803.35
Capital 179758.46 136635.03 (-)43123.43
Total 651786.36 519859.58 (-)131926.78

Source: Appropriation Accounts and Budget document

*Excess of actual outturn over original budget provision is denoted as (+) figure and shortage of
actual outturn over original budget provision is denoted as (-) figure.

In Revenue section, deviation in outturn compared with BE was
(-) 18.81 per cent. This was due to deviation between 0 to £ 25 per cent in
45 grants, between +25 per cent to £50 per cent in 40 grants, between
+ 50 per cent to £100 per cent in six grants and equal to or more than
100 per cent in one grant.

In capital section, deviation in outturn compared with BE was
(-) 23.99 per cent. This was due to deviation between 0 to £25 per cent in 45
grants, between 25 per cent to +50 per cent in 21 grants, between
+ 50 per cent to +100 per cent in 19 grants and equal to or more than
100 per cent in seven grants.

Expenditure Composition Outturn

Expenditure Composition Outturn measures the extent to which re-allocations
between the main budget categories during execution have contributed to
variance in expenditure composition as detailed in Table 3.4.

Table 3.4: Expenditure Composition Outturn

®incrore)
Description Original Revised(RE) Actual Difference Difference

Approved Outturn  between BE between
Budget(BE) & RE Actual and

RE*
() ©) Q) ©) (6)

Revenue 472027.90 438622.88 383224.55 33405.02 (-)55398.33
Capital 179758.46 180516.56 136635.03 (-) 758.10 (-)43881.53
Total 651786.36 619139.44 519859.58 32646.92 (-)99279.86

Source: Appropriation Accounts and Budget document

*Excess of actuals over revised estimate is denoted as (+) figure and shortage of actuals over revise
estimate is denoted as (-) figure

In Revenue section, deviation in outturn compared with RE was
(-) 12.63 per cent. This was due to deviation between 0 to + 25 per cent in 64
grants, between 25 per cent to +50 per cent in 23 grants, between
+ 50 per cent to £100 per cent in five grants.
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In capital section, deviation in outturn compared with RE was (-) 24.31 per
cent. This was due to deviation between 0 to +25 per cent in 53 grants,
between + 25 per cent to £ 50 per cent in 14 grants, between
+ 50 per cent to + 100 per cent in 20 grants and more than or equal to
100 per cent in five Grants.

|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 and for that year, the Governor shall cause to be laid before 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 I 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 3.5.
Table 3.5: Excess expenditure of previous financial years
R incrore)

Description of Grant/ Appropriation Amounts of excess
expenditure

required to be

regularised
2005- | Revenue Voted- 8,12,53,55,57,58,72 869.05
06 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- | Revenue Voted-9,13,55,58,61,62,73,91,95 2484.47

07 Capital Voted-3,16,31, 37, 55,57,58,89,96

Revenue Charged-2,3,10,52,62,89

2007- | Revenue Voted-51,55,57,58,62; Capital VVoted- 3610.65
08 13,16,55,58,63,83,96

Revenue Charged-51,66

2008- | Revenue Voted-62,96; Capital VVoted-55,58,96 3399.42
09 Revenue Charged-52
2009- | Revenue Voted-58; Capital VVoted-1,16,55,58,59 1250.16

10 Revenue Charged-3,10,16,48,52,66
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Description of Grant/ Appropriation Amounts of excess
expenditure

required to be
regularised

2010- | Revenue Voted-30,51,91; Capital VVoted-10,55,58 1702.62
11 Revenue Charged-10,23,61,82

2011- | Revenue Voted-21,62,91; Capital Voted-1,55,58 1889.66
12 Revenue Charged-13,18,23,61,62,82

2012- | Revenue Voted-51,57; Capital Voted-55,58 2380.23
13 Revenue Charged-55,62,89

2013- | Capital Voted — 55, 58 2608.18
14 Capital Charged — 52

2014- | Revenue Voted —57,91; Capital Voted -1,40,55,57,58 2225.32
15 Revenue Charged -13

2015- | Capital VVoted — 55,57,58,87 1566.71
16 Revenue Charged — 2,23,52,62

2016- | Capital Voted — 55,58,87 5662.17
17 Revenue Charged — 89; Capital Charged — 61

2017- | Revenue Voted- 62; Capital voted-55 1337.17
18 Revenue Charged-91; Capital Charged-58

2018- | Revenue Voted -57; Capital Voted — 55, 57, 58 1539.44
19 Revenue Charged — 52; Capital Charged — 10, 21, 55

2019- | Capital Charged — 55 0.11
20

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

Total excess expenditure relating to previous years requiring 32533.46
regularisation

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 Finances 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 provide 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. 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.
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Audit noticed misclassification between revenue and capital expenditure under
object heads 15 (Maintenance of vehicle and purchase of petrol, etc.), 16
(Payment for Commercial and Special Services), 27 (Subsidy), 29
(Maintenance), 47 (Maintenance of Computer/Purchase of related Stationery)
and 58 (Disbursement for outsourcing services) as summarised in Table 3.6.

Table 3.6: Classification of Revenue expenditure as Capital Expenditure

®incrore)
Object Object Head Nomenclature Major Head Expenditure
in 2022-23
1. 15 Maintenance of vehicle and purchase of 4406 0.19
petrol etc.
2. 16 Payment for Commercial and Special 4059, 5054 6.16
Services.
3. 27 Subsidy 4810 9.08
4, 29 Maintenance 4406 0.29
5. 47 Maintenance of Computer /Purchase of 4202, 5054 0.82
related Stationery.
6. 58 Disbursement for outsourcing services 4070 1.18
Understatement of Revenue Expenditure 17.72

Source: Finance Accounts 2022-23

As a result of misclassification between revenue and capital expenditure as
detailed in Table 3.6, State’s Revenue Surplus during the year 2022-23 was
overstated by ¥ 17.72 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 when the expenditure out of lump sum allotments is
regulated by standing sanctions, instructions or rules. Full explanation in
justification of the provisions proposed, with indication of the principal items.

During the year 2022-23, lump sum provisions of ¥ 9,277.05 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
< 5,254.09 crore (56.64 per cent of the provision) was incurred.

In case of Capital (VVoted) section of Grant No. 58-Public Works Department
(Communications-Roads), the lump sum provisions of ¥ 5,246 crore were
made for road works in the original budget provision, which constituted
33.05 per cent of the budgeted original provisions under Capital (Voted)
section of the Grant. Out of this, the actual expenditure was I 4,617.04 crore.
Lump sum provisions without identifying the exact object of expenditure is
against transparent budgetary practices.
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3.2.4 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 2022-23 revealed that the aforesaid criteria
for recording funding pattern was not adhered. In case of eight programmes
under Centrally Sponsored Schemes (Appendix-3.2) funding pattern (Central
share/ State share/ Financial Institution) was not mentioned with detailed head.
Further, in case of four 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.

The matter was also highlighted in Paragraph 3.2.7, Paragraph 3.2.6 and
Paragraph 3.2.6 of the State Finances Audit Reports for the year ended
31 March 2020, 31 March 2021 and 31 March 2022 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 2022-23 is detailed in Table 3.7

Table 3.7: Summarised position of Actual Expenditure vis-a-vis Budget provisions
during the year 2022-23

® incrore)
Nature of expenditure Original Supple- Total Actual SEVIH Surrender
grant mentary Grant/ Expenditure Amount  Percen-
/Appropria-  Grant  Appropria- tage
tion tion
Revenue 422507.48 13754.00| 436261.48 336997.42 99264.06 | 20152.35 20.30
Voted Capital 144198.92| 11757.35| 155956.27 103710.37| 52245.90| 3401.72 6.51
Loans 2946.78 8250 1,196.78 10208.63 988.15| 415.71 42.07
&Advances
Total 569653.18 33761.35| 603414.53 450916.42 | 152498.11|23969.78 15.72
Revenue 49520.42 2.85 49523.27 46227.13 3296.14 3241 0.98
Charged Capital 49.47 00 49.47 25.57 23.90 0.53 2.22
Public Debt- 32563.29 5.35 32568.64 22690.46 9878.18 00 00
Repayment
Total 82133.18 8.20 82141.38 68943.16 13198.22 32.94 0.25
Grand Total 651786.36| 33769.55| 685555.91 519859.58 | 165696.33 | 24002.72 14.49

Source: Appropriation Accounts 2022-23

87



State Finances Audit Report for the year ended 31 March 2023

During 2022-23, actual expenditure was ¥ 5,19,859.58 crore against the total
provision of ¥ 6,85,555.91 crore. The overall savings of ¥ 1,65,696.33 crore
was 24.17 per cent of total provision, which was mainly under Revenue Voted
(22.75 per cent) and Capital VVoted (33.50 per cent) sections. This indicated
wide gap between planning and execution by the State Government.

Trends in the original budget, revised estimate, actual expenditure

period 2018-19 to 2022-23 are given in Table 3.8.

for the

Table 3.8: Original Budget, Revised Estimate and Actual Expenditure during 2018-23

®incrore)
Details 2021-22 2022-23

Original Budget 456248.38 | 509003.49 | 544571.20 | 585910.43 | 651786.36
Supplementary Budget 42887.74 | 17805.73 00 | 15781.05 | 33769.55
Total Budget(TB) 499136.12 | 526809.22 | 544571.20 | 601691.48 | 685555.91
Revised Estimate(RE) 482328.87 | 481130.95 | 446224.67 | 517531.86 | 619139.44
Actual Expenditure(AE) 409784.50 | 399426.75 | 396023.70 | 449065.47 | 519859.58
Savings 89351.61 | 127382.47 | 148547.50 | 152626.01 | 165696.33
Percentage of 9.40 3.50 00 2.69 5.18
supplementary to original
provision
Percentage  of  overall 17.90 24.18 27.28 25.37 24.17
savings to the overall
provision
TB -RE 16807.24 | 45678.27 | 98346.53 | 84159.61 | 66416.47
RE-AE 72544.37 | 81704.20 | 50200.97 | 68466.39 | 99279.86
(TB-RE) as % of TB 3.37 8.67 18.06 13.99 9.69
(RE-AE) as % of RE 15.04 16.98 11.25 13.23 16.04

Source: Annual Financial Statement and Appropriation Accounts

Table 3.8 shows that supplementary provision of ¥ 33,769.55 crore during
2022-23 constituted 5.18 per cent of the original provision as against
2.69 per cent in the previous year.
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Trend showing BE, RE and Actuals are visualised in Chart 3.3.

Chart 3.3: Trend showing BE, RE and Actuals
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From the above Chart, it can be seen that over the years from 2018-19 to
2022-23, the Revised Estimate (RE) was always lower than the Total Budget
(TB) of the State. The gap between the RE and the TB showed an increasing
trend constantly during the first three years, but had a decreasing during last
two years. Actual expenditure slightly decreased during 2019-20 (by
2.53 per cent) and 2020-21 (by 0.85 per cent) as compared to respective
previous years, however, it increased during 2021-22 (by 13.39 per cent) and
2022-23 (by 15.76 per cent) as compared to respective previous years. Savings
varied between 17.90 per cent (2018-19) and 27.28 per cent (2020-21) of
budget provisions during 2018-23. RE was 3.37 per cent lower than the TB in
2018-19 and the gap increased to 9.69 per cent in 2022-23. Further, Actual
Expenditure during the same period was also lower than the RE throughout
and during 2018-23, it ranged between 11.25 per cent (2020-21) and
16.04 per cent (2021-22). As such, the supplementary provisions during the
years 2018-19 to 2022-23 proved unnecessary since the expenditure did not
come up even to the level of original budget provisions.

Pattern of lower budget utilisation against provision during the last five years
(2018-23) has been visualised in Chart 3.4.
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Chart 3.4: Budget provisions and utilisation of budget during last five years (2018-23)
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Chart 3.4 shows that the budgetary provisions increased consistently during
the last five years (2018-23), however actual expenditure had reducing trend
during 2019-20 and 2020-21. There was increase in actual expenditure during
2021-22 and 2022-23, but it remained 75 per cent to 76 per cent of budget
provision. This reflects that budgetary allocation were based on unrealistic
proposals as Budget Estimates of the State were inflated and the Actual
Expenditure was less than the budgetary provisions. A comparison between
estimated receipts and actual receipts during 2022-23 also revealed resource
gap to meet the budget provisions for total budgeted expenditure, as detailed
in Table 3.9.

Table 3.9: Budget Estimates and Actual Receipts during 2022-23

® incrore)
Item of receipts Budget Actual Receipts Shortfall/excess of
Estimates actual receipts vis-a-vis
Budget Estimates
(i) Revenue receipts of 499212.71 417241.50 (-) 16.42
which
Own Tax Revenue 220655.00 174087.15 (-)21.10
Share of Union 146498.76 169745.30 (+) 15.87
Taxes/Duties
Non Tax Revenue 23406.48 13489.46 (-) 42.37
Grants-in-aid from Gol 108652.47 59919.59 (-) 44.85
(if) Recovery of Loans 2565.00 1337.32 (-) 47.86
and advance
(iii) Public Debt 89174.00 66846.93 (-) 25.04
Total Receipts 590951.71 485425.75 17.86

Source: Budget document of the State Government and Finance Accounts
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As evident from Table 3.9, there was substantial gap (3 1,05,526 crore)
between estimated resources in Budget 2022-23 and actual receipts. Therefore,
the State Government may review the increase in budget size vis-a-vis
available revenue space.

3.3.2 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 inaccuracies in demands.

Audit scrutiny of budget provision vis-a-vis savings with regards to 92 grants
under Appropriation Accounts for the year 2022-23 revealed that in 55 cases
pertaining to 55 Grants under Revenue-Voted and in 31 cases pertaining to 31
Grants under Capital-Voted sections (where savings in each case were more
than 100 crore), savings of I 98,549.60 crore and I 52,025.93 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
%100 crore), savings of ¥ 3,256.15 crore and I 9,876.90 crore respectively
were recorded during 2022-23. Thus, there were total savings amounting to
I 1,63,708.58 crore (24.98 per cent) in 90 cases of 62 Grants (exceeding
< 100 crore in each case) as detailed in Appendix-3.4 and summarised in
Table 3.10.

Table 3.10: Summary of grants having large savings above 2100 crore
during the period 2022-23

® incrore)
Sl Section of Number Total Expenditure Savings Savings
No Grant of Cases  Provision over total
provisions
(per cent)
1 Revenue 55 422917.71 324368.05 98549.60 23.30
Voted
2 Capital 31 158459.24 106433.31 52025.93 32.83
Voted
Total Voted 86 581376.95 430801.36 150575.53 25.90
1. Revenue 3 45821.03 42564.88 3256.15 7.11
Charged
2. Capital 1 28136.73 18259.84 9876.90 35.10
Charged
Total Charged 4 73957.76 60824.72 13133.05 17.76
Grand Total 90 655334.71 491626.08 163708.58 24.98

Source: Appropriation Accounts 2022-23
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Large savings are indicative of poor budgeting or shortfall in performance or
both, in respect of concerned schemes being implemented by the Department.

3.3.3  Persistent Savings |

Persistent savings (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 27 cases involving 24 grants, it was noticed that there was persistent
savings (X 100 crore and above) during the last five years ranging between
< 101.54 crore and X 14,921.22 crore. The persistent savings are detailed in
Appendix-3.5 and summarised in Table 3.11.

Table 3.11: Summary of grants having persistent savings during the period 2018-23

®incrore)
Nature of No. of Amount of Savings
expenditure - Cases 1019 2019-20 2020-21 202122 2022-23
Revenue Voted 23 | 3782543 | 4780139 53290.45 | 5251592 | 61142.03
Capital Voted 04 | 1071724 | 1211500 10233.06 | 1163685 | 566327
Total 27 | 4854267 |  59916.48 6352351 | 64152.77 | 66805.30

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.

3.3.4 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
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 2022-23 revealed that Supplementary
provisions (X 1.00 crore or more in each case) made in 42 cases of 17 Grants
amounting to ¥ 5,256.75 crore proved unnecessary due to savings of
3 17,504.94 crore in these Grants. The expenditure was not even up to the less
than or equal to the level of original provisions as detailed in the Appendix-3.6
and summarised in Table 3.12.
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Section of the
Grant

Total
Cases

Table 3.12: Summary of cases in which supplementary provisions
( 1 crore or more in each case) proved unnecessary in 2022-23

Original
Provision

Supplementary
Provision

Total

Expenditure

(R in crore)
Savings

1. Revenue Voted 28 52971.17 3826.77 56797.94 42369.82 14428.12
2. Capital Voted 14 4255.55 1429.98 5685.53 2608.71 3076.82
Total 42 57226.72 5256.75 62483.47 44978.53 17504.94

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.

3.3.5 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 2022-23, in 31 sub-heads involving 18 Grants
(Appendix-3.7), the total budget provision was I 8,484.54 crore, and further
augmentation of ¥ 542.35 crore was made through re-appropriation. However,
re-appropriation proved unnecessary, as in each case, expenditure was within
the total budget provision under these sub-heads. There were overall savings
of T 1,498.57 crore in these 31 sub-heads as summarised in Table 3.13.

Grants

18

Table 3.13: Summarised position of unnecessary re-appropriation

Sub

Head

31

Total
Provision

8484.5

Re-appro
priations

4 542.35

after re-
appropriation

9026.89

Total provision Expenditure

7528.32

®incrore)
Savings

1498.57

Source: Appropriation Accounts 2022-23

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

available.

13.3.6  Rush of expenditure

Under Rule 62 (3) of the General Financial Rules, 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,
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no specific instructions have been given in the UPBM to prevent rush of
expenditure.

Audit scrutiny of Appropriation Accounts for the year 2022-23 revealed that
under 10 Grants, the expenditure incurred during the month of March 2023
ranged between 50 and 71 per cent as detailed in Appendix 3.8. The
expenditure under these Grants during the fourth quarter of the year 2022-23
ranged between 54 per cent and 77 per cent.

Further examination revealed that under out of I 11,969 crore incurred under
Grant No. 58 (PWD-Communication and Roads) during March 2023,
< 53.03 crore was transferred to PD/PLA in two districts (Kaushambi and
Prayagraj). Similarly, out of ¥ 1,420 crore incurred under Grant No. 38 (Civil
Aviation Department) in March 2023, ¥ 611.62 crore was transferred to
PD/PLA in two district (Gautam Budh Nagar and Shrawasti). In case of Grant
No. 7 (Industries Department-Heavy and Medium Industries), ¥ 25 crore was
transferred to PD/PLA in Urai district out of expenditure of ¥ 10,367 crore
incurred in March 2023.

3.3.7 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.’

Audit scrutiny of Appropriation Accounts 2022-23 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 2022-23, it was noticed that the State
Government did not incur any expenditure on 22 schemes (Appendix-3.9)
under 13 Grants for which budget provision of one hundred crore and above
were made, as summarised in Table 3.14.
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Table 3.14: Summary of schemes in which original provisions not utilised

R incrore)
Number of = Number of Original Total

Grants Schemes Provision Expenditure
13 22 9,458.85 0.00 9,458.85

Source: Appropriation Accounts 2022-23

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

The State Government provisioned I 1,233.69 crore for 30 schemes under 15
Grants for which budget provision of ten crore and above were made during
the year 2022-23 (Appendix-3.10), but no expenditure was incurred and the
provisions were re-appropriated (% 1,233.69 crore) from these schemes.

Non-utilisation of funds under above 52 schemes indicated that either the
budgeting was done without due prudence or there was slippage in programme
implementation.

Details of grants grouped by the percentage of utilization along with total
savings during 2022-23 has been shown in Appendix 3.11 and Chart 3.5.

Chart 3.5: The distribution of the number of Grants/Appropriations grouped by the
percentage of Savings along with total savings
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Source: Appropriation Accounts 22-23

|3.3.8 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 2022-23 is plotted in
Chart 3.6.
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Chart 3.6: Total Savings and Surrenders during the year 2022-23

(R in crore)

Savings surrendered

before 25th March 2023 257

Savings surrendered on
31st March 2023 B 24.002.14

Total Savings [N 1.65.696.33

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

Source: Appropriation Accounts 2022-23

It can be seen in Chart 3.6 that out of the total savings of ¥ 1,65,696.33 crore,
the amount surrendered was I 24,002.71 crore (14.49 per cent). Out of total
surrender, ¥ 0.57 crore was surrendered before 25 March 2023 and remaining
< 24,002.14 crore was surrendered on the last day of financial year. Remaining
savings of ¥ 1,41,693.62 crore (85.51 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 three cases involving three Grants (X1.00 crore or more in each case) as
against saving of ¥ 785.46 crore, ¥ 791.14 crore was surrendered resulting in
excess surrenders of I 5.68 crore during the year 2022-23 as detailed in
Table 3.15.

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

®in Crore)
Grant Name Saving Surrender Excess
Surrender
68 Legislative Assembly Secretariat 21.93 25.85 3.92
(Revenue Voted)
73 Education Department (Higher 578.68 580.43 1.75
Education-Revenue Voted)
17 Agriculture and other allied 184.85 184.86 0.01
department (Revenue Voted)
Total 785.46 791.14 5.68

Source: Appropriation Accounts 2022-23

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

3.4 Review of selected Grants |

Budgetary procedure and control over expenditure in respect of selected
Grants was conducted wherein magnitude of variations in original grants,
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supplementary demands and actual expenditure were analysed. The result of
grant reviews are discussed in succeeding paragraphs of this Report.

3.4.1 Grant No. 60-Forest Department |

13.4.1.1 Introduction |

Grant 60-Forest Department includes Major Heads 2049-Interest Payments,
2235-Social  Security and Welfare 2406-Forestry and Wild Life,
2407-Plantations, 2415-Agricultural Research and Education,
3604-Compensation and Assignments to Local Bodies and Panchayati Raj
Institutions, 4059-Capital Outlay on Public Works, 4216-Capital Outlay on
Housing and 4406-Capital Outlay on Forestry and Wild Life.

3.4.1.2 Budget and Expenditure |

The overall position of budget provisions, actual expenditure and unutilised
provisions under the Grant for the last three years (2020-21 to 2022-23) is

given in Table 3.16.
Table 3.16: Budget provisions, expenditure and savings during the year
2020-21 to 2022-23

Section

Budget

provision

Total

Expenditure

R incrore)

Un-utilised provision

and its percentage

Revenue-Voted Original 901.55 901.55 566.71 334.84
Supplementary 0.00 (37.14)
Revenue-Charged 0.14 0.14 0.00 0.14
Original (200.00)
2020-21 Supplementary 0.00
Capital-Voted Original 468.19 468.19 414.63 53.56
Supplementary 0.00 (11.44)
Total 1369.88 981.34 388.54
Revenue-Voted Original 936.89 936.89 589.33 347.56
Supplementary 0.00 (37.10)
Revenue-Charged 0.14 0.14 0.00 0.14
2021-22 Original (100.00)
Supplementary 0.00
Capital-Voted Original 568.86 568.86 541.05 27.81
Supplementary 0.00 (4.89)
Total 1505.89 1,130.38 375.51
Revenue-Voted Original 1010.88 1010.98 671.21 339.77
Supplementary 0.10 (33.61)
Revenue-Charged 31.80 31.80 31.69 0.11
Original (0.35)
2022-23 Supplementary 0.00
Capital-Voted Original 729.93 986.44 900.58 85.86
Supplementary 256.51 (8.70)
Total 2029.22 1603.48 425.74

Source: Appropriation Accounts 2020-21, 2021-20 & 2022-23 and information provided by Forest
Department

Table 3.16 shows that there was un-utilized budget provision ranged between
33.61 per cent and 37.14 per cent under Revenue-Voted during last three
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years, whereas entire budget provision under Revenue- Charged remained
unutilised during the years 2020-21 and 2021-22.

In reply, Department stated (August 2023) that the unutilised amount of
revenue (voted non-plan) heads during 2020-23 pertained to salary and
establishment heads which were assessed on the basis of sanctioned strength.
Savings was due to superannuation/vacant posts and there was possibility in
reduction in savings in ensuing years. In respect of savings under revenue
charged heads, Department further stated that the provision was made for
anticipated payments in compliance of judgement, decree or award of court/
tribunal.

3.4.1.3 Entire provision remained un-utilised

As discussed in Para 3.3.7, the State Government did not incur any
expenditure on 22 schemes (Appendix-3.9) under 13 Grants for which budget
provision of ¥ 100 crore and above were made. Apart from above, it was
noticed during the grant audit of Forest Department that there were two
heads/schemes for which the Government made original provisions as well as
supplementary provisions but did not incur any expenditure as discussed in
Table 3.17.

Table 3.17: Scheme for which entire provisions could not be utilised

® incrore)
Head of Name of scheme/ | Original Supplem- Total Expenditure  Un-utilised
Accounts head Provision entary provision
Provision
1. 4406-01-102-01 | Centrally 7.05 21.71 28.76 0.00 28.76
Voted Sponsored
Schemes
2. 4406-01-102-89 | Relevant State 5.23 14.47 19.70 0.00 19.70
Voted Share of
Centrally
Sponsored
Schemes
In reply, Department stated (August 2023) that central share of Centrally Sponsored Schemes (CSS) could not be
obtained from Government of India (Gol) due to non-completion of PFMS mapping due to change in fund
transfer and monitoring mechanism system.

Source: Appropriation Accounts 2022-23 and information provided by Forest Department

Further, under one head/scheme, the Government made re-appropriation from
original provision, however, Department did not incur any expenditure out of
budget provisions remained after re-appropriation as discussed in Table 3.18.
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Table 3.18: Scheme in which budget provision remained after re-appropriation
could not be utilised
® incrore)
SI.  Head of Name of Original | Re-app- Total Expen- Un-
Accounts  scheme/head  Provision @ ropriation diture | utilised
provision
1. 4406-02- | Establishment 10.00 (-)4.75 5.25 0.00 5.25
110-08 of Eco-tourism
Voted & Bio-diversity
Centre in
Kukrail Forest
Area

In reply, Department stated (August 2023) that provisions were un-utilised due to
pending approval of establishment of Kukrail Night Safari Park in Kukrail forest area.
Fact remained that Department could not complete the necessary formalities to initiate
the proposed work due to which budget provision could not be utilised.

Source: Appropriation Accounts 2022-23 and information provided by Forest Department

Non-utilisation of funds under above heads/schemes indicated that the
budgeting was done without completion of necessary formalities to initiate the
proposed work.

|3.4.1.4 Implementation of new Services/Schemes \

There was provision for 11 new Heads/Schemes for the year 2022-23 in Grant
60 (Forest Department). During scrutiny of the records, it was noticed that
Department has incurred expenditure of 50.00 per cent to 60.40 per cent
against provisions in three cases out of 11 new heads/schemes as detailed in
Table 3.19.

Table 3.19: Detail of Expenditure in new Services

®incrore)
Head of Name of scheme Original  Expenditure Un-utilised
accounts Provision (Percentage) Provision
2406-01-070-03 | Renovation & Maintenance of 10.00 6.04 3.96
Voted Forest Rest Houses in Districts (60.40)

other than Bundelkhand

In reply, Department stated (August 2023) that it had sent proposal to GoUP for
re-appropriation of un-utilised amount. However, approval for the same could not be obtained
till the end of financial year.

2406-02-111-04 | Corpus Fund for Shaheed 50.00 25.00 25.00
Voted Ashfak Ullah Khan Zoo, (50.00)
Gorakhpur

In reply, Department stated (August 2023) that GoUP had accorded financial approval of only
< 25.00 crore.

4406-02-110-04 | Wildlife  Management and 0.33 0.18 0.15
Voted Development  of  Tourism (54.55)
facilities in Sarnath Dear Park

In reply, Department stated (August 2023) that Appraisal Committee could not obtain proposal
on time for upgradation of mini zoo in place of proposed work of maintenance of Rest Houses
as directed and consequently fund could not be utilised.

Source: Appropriation Accounts 2022-23 and information provided by Forest Department
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As discussed in Table 3.19, Department could not complete the necessary
formalities for execution of proposed work resulting in non-utilisation of fund.

3.4.1.5 Unnecessary Supplementary Grants

Para 162 of UPBM, inter alia stipulates that Supplementary grants are
required in the cases when the amount included in a grant or appropriation
authorised by the Appropriation Act is found to be insufficient 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.

During scrutiny of records of Forest Department for the year 2022-23, it was
observed that Supplementary provisions made in two schemes amounting to
< 37.18 crore proved unnecessary due to non-utilisation of total provisions in
these cases as per details given in Table 3.20.

Table 3.20: Detail of provision, expenditure and savings in Supplementary provisions
R incrore)

Total Expenditure  Savings

scheme Provision Provision

Name of Original Supplementary

4406-01-102-01

Voted Green India 7.05 210 28.76 0.00 28.76
4406-01-102-89 Mission

State Share-Voted 5.23 14.47 19.70 0.00 19.70

In reply, Department stated (August 2023) that Department could not utilize the provision for Green India
Mission due to non-release of central share by Gol.

2406-02-110-17

Establishment

Voted of Kukrail 0.00 0.10 0.10 0.00 0.10

4406-02-110-17 Night Safari

Voted Park in 0.00 0.90 0.90 0.00 0.90
Lucknow

In reply, Department stated (August 2023) that establishment of Kukrail Night Safari Park could not be started
due to lack of approval of work from Central Zoo Authority (CZA).

Fact remained that despite availability of budget provisions, Department could not ensure the completion of
necessary formalities to initiate the proposed work of establishment of Kukrail Night Safari Park.

| Total | 12.28] 37.18 | 49.46 0.00 49.18

Source: Appropriation Accounts 2022-23 and information provided by Forest Department

13.4.1.6 Persistent Savings |

Substantial portion (X 1.00 crore and above in each case) of the budget
allocation remained unutilised under the head 2406-04-103-03 (State
Compensatory Afforestation-State Authority) in this grant during 2020-21 to
2022-23 indicating non-achievement of the projected financial outlays in the
respective years as shown in Table 3.21.
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Table 3.21: Detail of Persistent Savings of ¥ 1.00 crore and above

R incrore)
Name of scheme Savings Savings Savings
2020-21 2021-22 2022-23
2406-04-103-03 State Compensatory Afforestation — 26.06 3.11 368.26
Revenue- Voted State Authority

Audit observed that provisions under the head 2406-04-103-03 State Compensatory Afforestation-
State Authority were made for Compensatory Afforestation, Jal Sangrahan Kshetra Shodhan Yojna,
Net Present Value (NPV) of forest land and interest payment heads. With reference to savings under
NPV of forest land and interest payment heads, Department stated (August 2023) that reasons for
savings were non-achievement of targets by many forest divisions during 2021-22 and 2022-23 and
less expenditure in the head respectively. However, with reference to savings under Jal Sangrahan
Kshetra Shodhan Yojna head, Department stated (August 2023) that reason for savings was not
sending of proposal for fund by GoUP in view of pending approval from Gol for transfer of forest
land.

Source: Appropriation Accounts 2020-21, 2021-22 & 2022-23 and information provided by Forest
Department

Persistent savings over the years is indicative of improper assessment of the
requirement of fund by the State Government.

3.4.1.7 Indiscriminate use of Minor Head 800

Audit noticed that Forest Department booked expenditure amounting to
% 3.21 crore, ¥ 3.27 crore and X 7.03 crore under Minor Head 800- Other
Expenditure in Major Head-2406 and Major Head-4406 during the year
2020-21, 2021-22 and 2022-23 respectively instead of booking these
expenditures under appropriate minor heads as per detail given in Table 3.22.

Table 3.22: Detail of Expenditure under Minor Head 800

R incrore)
Major Head/ Sub-major Head Expenditure under Minor Head 800 and its percentage

to total expenditure of Major Head

2020-21 2021-22 2022-23
2406- Forestry and Wildlife- 2.21 0.77 0.78
01- Forestry (0.39) (0.13) (0.12)
4406- Capital outlay on Forestry 1.00 2.50 6.25
and Wildlife- 01- Forestry (0.24) (0.46) (0.69)
Total 3.21 3.27 7.03

Audit noticed that Department booked expenditure related to Centrally Sponsored Schemes
(CSS) Forest Fire Prevention and Management Scheme, construction and revision of works
plan, e-Governance scheme, relevant state Share of CSS, development and protection of
Musabag forest area, Lucknow, establishment of Acharya Narendra Dev Memorial Park,
development of eco-tourism, protection and development of VVan Devi Bio-diversity area,
Mau, development of Van Vihar Park in Gaura Hardo, Azamgarh under Minor head 800-
Other Expenditure. However, these expenditure should pertained to minor heads-101-Forest
Conservation, Development and Regeneration; 102- Social and Farm forestry or 001-
Direction and Administration available under Major Head 2406 and Major Head- 4406.

In reply, Department assured (August 2023) to submit proposal to Finance Department for
provision and booking of these expenditures in the relevant minor heads.

Source: Information provided by o/o the A.G.(A&E-1), U.P., Prayagraj and Forest Department
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| 3.4.2 Grant No. 38 Civil Aviation |

3.4.2.1 Introduction |

Grant 38- Civil Aviation includes Major Heads 2070- Other Administrative
Services, 2203- Technical Education, 3053- Civil Aviation and 5053- Capital
Outlay on Civil aviation.

3.4.2.2 Budget and Expenditure |

The overall position of budget provisions, actual disbursement, and savings
under the grant for the last three years (2020-21 to 2022-23) is given in
Table 3.23.

Table 3.23: Budget and Expenditure during the year 2020-21 to 2022-23

Budget

provision

Total

Expenditure

R incrore)
Un-utilised

provision and
its percentage

Revenue-Original (V) 146.91 146.91 87.96 58.95
2020-21 Supplementary 0.00 (40.13)
Capital-Original (V) 2,604.75 2604.75 1728.92 875.83
Supplementary 0.00 ' ' (33.62)
Revenue-Original (V) 101.19 101.19 5279 48.47
2021-22 Supplementary 0.00 (47.90)
Capital-Original (V) 2,206.00 206,00 128.98 2077.72
Supplementary 0.00 ' ' (94.18)
Revenue-Original (V) 103.68 103.68 76.17 27.51
2022-23 Supplementary 0.00 (26.53)
Capital-Original (V) 2,212.00 921200 2013.77 198.23
Supplementary 0.00 ' ' (8.96)

Source: Appropriation Accounts

Table 3.23 Shows that un-utilised budget provision under Capital (Voted)
ranged between 8.96 per cent and 94.18 per cent and under Revenue (Voted)
ranged between 26.53 per cent and 47.90 per cent.

The Department stated (August 2023) that less utilisation of budget were
lockdown in view of COVID during 2020-21 and 2021-22 and assembly
election during 2021-22 due to which operation of helicopters affected.
Further, for the year 2022-23, the Department stated savings were due to less
expenditure on capital projects.

3.4.2.3

Non-surrender of savings |

As per UPBM, the spending departments are required to surrender the grant/
appropriations or portion thereof to the Finance Department by 25" March.

The position of savings and surrenders under Grant 38-Civil Aviation during
2020-21 to 2022-23 has been depicted in Table 3.24.
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Table 3.24: Non-surrender of savings under Grant No. 38-Civil Aviation

R incrore)
Savings Surrender
Revenue (V) Capital (V) Revenue (V) Capital (V)
2020-21 58.95 875.83 0.00 0.00
2021-22 48.47 2077.72 9.91 2077.62
2022-23 27.51 198.23 27.51 198.23

Source: Appropriation Accounts

Audit observed that all the surrenders, as detailed in Table 3.23, were made by
the Department on the last day of the financial year, i.e., on 31 March, which
was in violation of UPBM.

3.4.2.4 Incorrect classification of expenditure

As per note (8) below Major Head 3053 under the List of Major and Minor
Heads of Accounts of Union and States (LMMH), planes purchased by the
State Government for use of high dignitaries should be classified as part of the
general administrative expenditure of the Government. Further, note (6) below
under Major Head 2070 in LMMH provides that expenditure on purchase and
maintenance of aircrafts maintained by the Government not as a regular public
service should be classified under Minor Head 114 below Major Head 2070-
Other Administrative Services. Thus, the expenditure on repair and
maintenance of aircraft should be classified under Major Head 2070-Other
Administrative Services and not under Major Head 3053-Civil Aviation or
MH 5053 - Capital Outlay on Civil Aviation.

Audit scrutiny revealed that the Department incurred an expenditure of
I 11.81 crore on special repair of State helicopters and classified the
expenditure under Capital Major Head 5053 instead of Revenue Major Head
2070. Classification of Revenue expenditure as Capital expenditure in the
book of accounts had also impact on Revenue surplus of the State.

In reply, the Department stated (July 2023) that expenditure was classified on
head of accounts in which budget allotment was made.

Fact remained that the expenditure incurred on repair and maintenance of State
helicopter was classified as Capital expenditure instead of Revenue
expenditure which was in violation of directions under LMMH.

|3.4.2.5 Entire budget provision remained un-utilised and surrendered

The Government sanctioned (February 2023) ¥ 0.88 crore made for purchase
and installation of security system at Lucknow airport. A budget provision of
< one crore under 5053-02-800-04-26-machines and equipment was made in
the budget 2022-23.

Audit scrutiny revealed that entire provision of I one crore remained
unutilised and surrender, as proposed equipment could not be purchased.
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In reply, the Department (August 2023) stated that to purchase the security
equipment as per standards of Bureau of Civil Aviation Security, Gol, a
purchase committee and technical committee was framed but the purchase
committee had not completed the purchase process in the financial year.

Facts remains that due to delay in procurement process, the fund provided for
purchase of equipment could not be utilised.

3.5  Conclusion |

o Out of total budget provision of ¥6,85,555.91 crore during the year
2022-23, there were overall savings of ¥ 1,65,696.33 crore. Budgetary
provisions increased consistently during the last five years (2018-23) but
utilization of budget remained in the range of 73 per cent to 82 per cent.
However, there was increase of I 70,794.11 crore (15.76 per cent) in actual
expenditure during 2022-23 over the previous year 2021-22.

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
85.51 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.

‘3.6 Recommendations

5. 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.

6. 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.

7. 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.

8. Classification 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.
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9. 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.

10. The State Government should ensure that all the existing cases of excess
expenditure are placed before the State Legislature for regularisation in
term of the provisions contained in Article 205 of the Constitution.
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CHAPTER-IV

QUALITY OF ACCOUNTS AND FINANCIAL REPORTING
PRACTICES

A sound internal financial reporting system with relevant and reliable
information significantly contributes to efficient and effective governance by
the State Government. Compliance with financial rules, procedures and
directives as well as the timeliness and quality of reporting on the status of such
compliance is, thus, one of the attributes of good governance. Reports on
compliance and controls, if effective and operational, assist the Government in
meeting its basic stewardship responsibilities, including strategic planning and
decision-making. This Chapter provides an overview on the quality of accounts
and compliance of the State Government in its financial reporting practices,
with prescribed financial rules, procedures and directives with regard to
completeness, transparency, measurement and disclosure.

\ Issues related to completeness of accounts |

4.1 Extra-budget borrowings through State owned PSEs/Authorities not
being credited to the Consolidated Fund

The State Government resorted to extra-budget borrowings through State
owned PSEs/Authorities, which were not being credited to the Consolidated
Fund, for meeting expenditure having implication on debt parameter of the
State.

The Uttar Pradesh Fiscal Responsibility and Budget Management (UPFRBM)
Act, 2004 outlined that the State Government shall take suitable measures to
ensure greater transparency in its fiscal operations in public interest by
disclosing the contingent liabilities created by way of guarantees; the actual
liabilities arising out of borrowings by Public Sector Enterprises and Special
Purpose Vehicles and other equivalent instruments where liability for
repayment is on the State Government allocations. Further, the Uttar Pradesh
Fiscal Responsibility and Budget Management Rules, 2006 provided that the
‘Medium Term Fiscal Restructuring Policy (MTFRP) Statement’ laid before the
Legislature along with Budget documents shall contain the five year rolling
targets with respect to Revenue Deficit, Fiscal Deficit and total outstanding
debt? of the State Government. For the year 2022-23 debt stock was targeted
as 32.5 per cent of GSDP.

State Government did not provide the details of extra-budget borrowings in its
budget. However, as per information furnished by the State Government, as on

2 Total outstanding debt of the State indicates debt stock position or total indebtedness of the
State which includes Internal Debt, Loans and Advances from Gol, Small Savings, Provident
Funds, etc., Reserve funds and Deposits.
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31 March 2023, the outstanding extra budget borrowing was I 24,314.36 crore
which included borrowings of ¥ 3,488 crore by Uttar Pradesh Power
Corporation Limited during 2022-23.

‘4.2 Undischarged liabilities in Defined Contribution Pension Scheme

The State Government did not discharge its liability towards the Defined
Contribution Pension Scheme as the contributions were not transferred to
the designated fund managers for its further investment.

State Government employees recruited on or after 1 April 2005 are covered
under the Defined Contribution Pension Scheme (DCPS). It is also applicable
to the new entrants of government aided educational institutions and
autonomous bodies financed by the State Government. In terms of the Scheme,
the government employees contribute 10 per cent of basic pay and dearness
allowance whereas State Government contributes 14 per cent. As per the
procedure prescribed by the Government of Uttar Pradesh, both the
contributions are to be initially credited to the Public Account under the
concerned Head of Accounts 8342-Other Deposit-117 DCPS for Government
employees and 8342-120-Miscellaneous Deposits for Government aided
Educational Institutions and Autonomous Bodies. Thereafter, the entire amount
(Government’s contribution and employees’ contribution) so contributed to
DCPS is required to be transferred to the designated fund manager through the
National Securities Depository Limited (NSDL)/Trustee Bank. Further, the
Major Head 8342 falls under the category of ‘deposits bearing interest’ implying
thereby, that the Government is required to pay interest on un-transferred
balance.

During the year 2022-23, State Government booked expenditure of
3 6,744.03 crore under the head 2071-01-117-Governemnt contribution for
DCPS. This included % 6,255.10 crore as Government contribution (% 3,772.71
crore for government employees, ¥ 2,476.96 crore for aided educational
institutions employees and ¥ 5.43 crore for aided autonomous bodies
employees) and ¥ 488.93 crore for payment of gratuity, family pension and
interest on delayed deposits of employees covered under the scheme. Out of
this, Government contribution of ¥ 6,237.81 crore was transferred to the heads
designated for DCPS under Major Head 8342 in the Public Account. The
difference between the amount booked as revenue expenditure (% 6,255.10
crore) and the amount actually transferred to designated head (X 6,237.81 crore)
for DCPS was under reconciliation between the State Government and the
Accountant General (Accounts & Entitlements).

As per Finance Accounts 2022-23, there was a closing balance of
< 481.05 crore under the head 8342-117-DCPS for Government Employees,
which was not transferred to NSDL/Trustee Bank. The opening balance of
DCPS at the beginning of the year was ¥ 440.62 crore in respect of Government
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employees on which the Government was required to credit interest amounting
to ¥ 31.28 crore calculated as per the rate of interest payable to General
Provident Fund. However, Government paid interest of ¥ 0.53 crore. The short
credit of interest had an impact on the Revenue Surplus and Fiscal Deficit of the
State, which was overstated and understated respectively by I 30.75 crore
during the year 2022-23.

Further, as per data maintained by Accountant General (Accounts &
Entitlements), in respect of aided educational institution and autonomous
bodies, State Government transferred ¥ 3,992.44 crore to NSDL/Trustee Bank
as against the receipts of 4,463.96 crore (employees’ contribution:
< 2,019.43 crore and Government’s contribution: < 2,444.53 crore) under the
head 8342-120 during 2022-23. Short transfers of contributions of DCPS to the
designated fund manager were also reported earlier in the State Finances Audit
Reports for the year ended 31 March 2017, 31 March 2018, 31 March 2019, 31
March 2020, 31 March 2021 and 31 March 2022. Thus, the State Government
did not discharge its liability towards DCPS and the current liability stands
deferred to future year(s). As a result, the non-remitted fund did not yield any
value appreciation as it could not become part of the corpus of investment of
the subscribers.

\4.3 Uttar Pradesh Road Transport Accident Relief Fund

The State Government did not establish Uttar Pradesh Road Transport
Accident Relief Fund (UPRTARF) which resulted in a sum of
< 915.46 crore not being credited to UPRTARF.

As per provisions of section 8(1) of Uttar Pradesh Motor Vehicle Taxation
(UPMVT) Act, 1997, as amended in 2009, the State Government shall establish
the Uttar Pradesh Road Transport Accident Relief Fund (UPRTARF) for the
purpose of providing relief to the passengers or heirs of such passengers or
other persons suffering casualty in which a public service vehicle is involved.
An amount equivalent to two per cent of the tax levied under Section 4 and two
per cent of the additional tax levied under Section 6 shall be credited to the
fund.

A mention was made in the State Finances Audit Report for the year ended
31 March 2016 (Para No. 1.9.3.2 of Report No. 4 of the year 2016 —
Government of Uttar Pradesh) regarding non-establishment of the UPRTARF
by the State Government, which negated the very purpose of the provision in
the UPMVT Act. In reply, the State Government had stated that the process of
amendment on rules for creation of the UPRTARF was in progress. The matter
was reiterated in Paragraph 4.4 of the State Finances Audit Reports for the year
ended 31 March 2020, 31 March 2021 and 31 March 2022. However, it was
observed that the State Government had not yet established the UPRTARF.
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During the period 2015-23, Transport Department realised tax and additional
tax of ¥ 45,772.30 crore under Section 4 and Section 6 of UPMVT Act as
detailed in Table 4.1 below.

Table 4.1: Details of tax to be credited to the UPRTARF during the period 2015-23

®incrore)
Tax realised under Section 4 Addl. Tax Total Tax  Two per cent
realised realised (0] be
under under transferred to
Section 6 Section 4 the
Head of 0041- 0041- Total 0041-102-01  and Section UPRTARF
Accounts 102-01 102-03 6
7= 2% of col.
2015-16 3710.60 159.40 | 3870.00 213.00 4083.00 81.66
2016-17 4357.84 168.27 4526.11 243.67 4769.78 95.40
2017-18 5186.72 186.02 | 5372.74 270.73 5643.47 112.87
2018-19 5585.21 199.77 | 5784.98 259.01 6043.99 120.88
2019-20 5843.87 203.25 | 6047.12 231.25 6278.37 125.57
2020-21 4809.33 153.75 | 4963.08 58.44 5021.52 100.43
2021-22 5816.77 176.97 5993.74 158.10 6151.84 123.04
2022-23 7359.76 234,98 | 7594.74 185.59 7780.33 155.61
Total 42670.10 | 1482.41 | 44152.51 1619.79 45772.30 915.46

Source: Information provided by the office of Transport Commissioner, Uttar Pradesh.

As evident from Table 4.1, a sum of ¥915.46 crore was credited to the
UPRTAREF for the period 2015-23 but could not be credited as the fund was not
established. Out of ¥ 915.46 crore, ¥ 155.61 crore pertains to the year 2022-23.
This also had an impact on Revenue Surplus and Fiscal Deficit of the State for
the year 2022-23, which was overstated and understated respectively by
< 155.61 crore.

Transport Commissioner, Uttar Pradesh stated (September 2023) that the
creation of UPRTARF was under process at the Government level. It was
further intimated that a sum of ¥ 1.57 crore?* was provided as financial assistance
to the concerned entitled persons suffering from casualty during the period
2015-23 from the Major Head 2235-Social Security and Welfare under the
Transport Department Grant Number 43.

However, the Government needs to comply with the provisions of the Act by
establishing the UPRTARF in the Public Account of the State and financial
assistance to the entitled persons due to casualty was not being provided from
the UPRTAREF established under the UPMVT Act, 1997.

24 Year 2015-16- ¥ 5.85 lakh (41 casualties), year 2016-17- ¥ 19.35 lakh (77 casualties),
year 2017-18- ¥ 24.00 lakh (121 casualties), year 2018-19- ¥ 19.15 lakh (143 casualties),
year 2019-20- ¥ 33.07 lakh (176 casualties), year 2020-21- ¥ 21.60 lakh (164 casualties),
year 2021-22- % 18.85 lakh (135 casualties) and year 2022-23 ¥ 15.60 lakh (87 casualties).
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4.4 Non creation of distinct sub head |

|4.4.1 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
< 32.18 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 (September 2023) by Transport Commissioner,
Government of Uttar Pradesh revealed that the Transport Department had
realised Green Tax amounting to ¥ 8.32 crore was realised from 1.28 lakh
vehicles during 2022-23. Realisation of Green Tax amounting to ¥ 23.86 crore
from 6.38 lakh vehicles during 2015-16 to 2021-22 were reported in State
Finances Audit Report for the year ended 31 March 2022.

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. Further, the office of Transport Commissioner could not
provide the status of actual utilisation of Green Tax for protection of the
environment.

The matter was also highlighted in Paragraph 3.2.5, Paragraph 3.2.4 and
Paragraph 3.2.4 of the State Finances Audit Reports for the year ended
31 March 2020, 31 March 2021 and 31 March 2022 respectively but no
corrective action was taken by the Government.

The matter was again reported (November 2023 and February 2024) to the
Government, the reply of the Government is awaited (February 2024).

4.4.2 Transfer of additional stamp duty to Development Authorities |

The Uttar Pradesh Urban Planning and Development Act, 1973 provides for
collection of two per cent additional stamp duty on any deed of transfer of
immovable property in the case of an immovable property situated within a

111



State Finances Audit Report for the year ended 31 March 2023

development area. The collection resulting from the additional stamp duty was
to be transferred, after deduction of incidental expenses, if any, to the local
bodies? in specified proportions. Further, the Government while determining
the procedure (September 2013) for distribution of the additional two per cent
stamp duty, ordered transfer of 25 per cent of the amount collected to a
Dedicated Urban Transport Fund (DUTF). The amount of realised stamp duty
and additional stamp duty are accounted for under the Major Head 0030-
Stamps and Registration Fees, 02-Stamps Non-Judicial, 102-Sale of Stamps.

For transfer of two per cent additional stamp duty, budget provisions of
31,201.36 crore was made during the year 2022-23 under the head
2217-Urban Development-80-General-800-Other Expenditure under Grant No.
61- Finance Department (Debt Services and Other Expenditure). Against this,
an amount of ¥ 932.62 crore was transferred to the Urban Bodies and DUTF.

No distinct sub head has been opened by the State Government for accounting
of the additional stamp duty in the absence of which, it is not clear how much
money was received by the Government on account of two per cent
additional stamp duty and whether all the moneys received were transferred
to the concerned local bodies and DUTF in specified proportions. On being
pointed out (July 2023), the office of Commissioner, Stamp, Uttar Pradesh
informed (August 2023) that the State Government had been requested
(February 2023) for creation of distinct sub head for additional stamp duty.

‘4.4.3 Incorrect classification of subsidy under UDAY to UPPCL

Under Ujwal DISCOM Assurance Yojana (UDAY), a tripartite Memorandum
of Understanding (MoU) was signed (January 2016) among the Ministry of
Power (Gol), Government of Uttar Pradesh and Uttar Pradesh Power
Corporation Limited (UPPCL) on behalf of all the DISCOMs. The MoU
provided that the GoUP would take over the future losses of the DISCOM in a
graded manner during the period 2017-18 to 2020-21.

Audit noticed that the State Government made provision of I 6,154.00 crore
under the head 2801-Electricity-05-Transmission and Distribution-800-Other
Expenses-05-UDAY Yojana-20-Grant-in-aid (non-salary) of Grant No. 09.
Against this provision, subsidy of ¥ 5,372.50 crore was released to UPPCL
during 2021-22. Similarly, subsidy of ¥ 8,007.72 crore was released under
UDAY to UPPCL during 2022-23. Thus, the subsidy of ¥ 13,380.22 crore was
booked under UDAY during 2021-22 and 2022-23 despite there was no
provision under MoU for UDAY for such taking over of losses of DISCOM
during 2021-22 and 2022-23.

In reply (July 2023), State Government stated the aforesaid loss subsidy of
< 13,380.22 crore was sanctioned and released under ‘UDAY’ by mistake,

%5 Development Authorities, Uttar Pradesh Avas Evam Vikas Parishad, Municipal
Corporations/ Municipalities
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which was to be released under Action Plan/ Revamped Distribution Sector
Scheme (RDSS).

Thus, there was incorrect account classification for release of subsidy to
DISCOMs during 2021-22 and 2022-23. State Government may, therefore,
create a specific head of accounts for assistance to DISCOM under RDSS.

4.5 Transfer of Central Scheme Funds to Implementing Agencies in the
State

Appendix VI of Volume 11 of the Finance Accounts exhibits the direct transfer
of central scheme funds to Implementing Agencies in the State, i.e., fund routed
outside State Budget, which is compiled from PFMS portal of Gol. During the
year 2022-23, Gol directly transferred ¥ 1,062.78 crore to State Implementing
Agencies (State Government DDOs: X 1.13 crore, State Government PSUs:
< 4.25 crore, State Government Institutions: I 1,017.69 crore, Local Bodies:
< 2.08 crore, Academic Institutions (Government): ¥ 1.15 crore and statutory
bodies: I 36.48 crore). Further, the direct transfer of Central Scheme funds to
the State Government Implementing Agencies has increased by 158.74 per cent
in the year 2022-23 as compared to the year 2021-22 (from ¥ 410.76 crore in
2021-22 to ¥ 1,062.78 crore in 2022-23).

| Issues related to Transparency |

146 Delay in submission of Utilisation Certificates |

The Financial Hand Book Volume-V Part-1, Para 369-H prescribes that, where
grants are sanctioned for specific purposes, the departmental officers concerned
should obtain Utilisation Certificate (UC) from the grantee, which after
verification should be forwarded to the Accountant General (A&E). Further, in
respect of grants which are expected to be utilised during the next 12 months
from the date of sanction, the competent authority should furnish to the
Accountant General, the requisite certificate not later than 18 months from the
date of sanction of the grant.

The purpose for which grants-in-aid were utilised can be confirmed only on
receipt of UCs which would safeguard against diversion of funds for other
purposes. Thus, expenditure shown in the accounts cannot be treated as final to
the extent of non-receipt of UCs. The position of outstanding UCs as on
31 March 2023 for grants given up to 30 September 2021 is given in
Table 4.2.

Table 4.2: Arrears in submission of Utilisation Certificates

Year? Number of UCs awaited Amount
(as on 31% March) ® incrore)
Up to 2019-20 27147 10753.67
2020-21 3148 8528.85
2021-22 611 698.72
(Up to September 2021)
Total 30906 19981.24

Source: Finance Accounts 2022-23

% The year mentioned above relates to “Due year” i.e., after 18 months of actual drawal.
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Table 4.2 shows that 30,906 UCs aggregating < 19,981.24 crore were
outstanding as on 31 March 2023 for grants released during the period
2001-02 to 2021-22 (up to September 2021). The total outstanding UCs include
8,449 UCs (X 11,368.55 crore) related to Centrally Sponsored Schemes/Central
Schemes. Further, 28,786 number of UCs amounting to < 36,336.54 crore in
respect of grants-in-aid released during the period 2001-02 to 2021-22 (up to 30
September 2021) were cleared during 2022-23. The age-wise status of pendency
of UCs is summarised in Table 4.3.

Table 4.3: Year wise break up of outstanding UCs

®incrore)

Year Number of UCs Amount
2001-02 to 2011-12 19468 5055.74
2012-13 321 158.93
2013-14 1187 600.36
2014-15 1635 899.75
2015-16 718 518.56
2016-17 532 425.95
2017-18 399 554.82
2018-19 766 1418.21
2019-20 2121 1121.35
2020-21 3148 8528.85

2021-22

(Up to September 2021) 611 698.72

Total 30906 19981.24

Source: Finance Accounts 2022-23 and information maintained by Accountant General (A&E) U.P.

Of the total outstanding UCs, 18,116 UCs (58.61 per cent) amounting to
316,476.42 crore (82.46 per cent) pertained to five departments: Urban
Development Department, Social Welfare Department (Special Component
Plan for Scheduled Castes), Agriculture and Other Allied Department
(Agriculture), Agriculture and other Allied Departments (Rural Development),
and Women and Child Welfare Department as presented in Chart 4.1.
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Chart 4.1: Department wise outstanding UCs in numbers
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Source: Information provided by AG(A&E-I)

In the absence of UCs, there is no assurance that grants-in-aid disbursed have
actually been incurred for the purpose for which these were sanctioned/
authorised by the Legislature. Moreover, high pendency of UCs was fraught
with the risk of embezzlement, diversion and misappropriation of funds.

4.7 Abstract Contingent Bills |

The drawal of contingent charges on items of expenditure by a State
Government, for which final classification and supporting vouchers are not
available at the time of drawal are made on Abstract Contingent (AC) Bills. As
per para 183 of Financial Hand Book (Volume V) Part I, in the case of
contingent charges countersigned after payment, Detailed Countersigned
Contingent (DCC) bills are required to be submitted by the Head of the Office
to the controlling officer or if there is no controlling officers, to the Accountant
General directly by the end of the next month. Delayed submission or prolonged
non-submission of supporting DCC bills renders expenditure through AC Bills
opaque. The details of pending DCC bills as on 31 March 2023 are given in
Table 4.4.

Table 4.4: Year wise status of pending DCC bills as on 31 March 2023

\ Number of pending DCC Bills Amount (X in crore)
Up to 2020-21 776 4,14
2021-22 12 0.95
2022-23 54 3.43
Total 842 8.52

Source: Finance Accounts 2022-23
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As evident from Table 4.4, 788 DCC bills amounting to I 5.09 crore were
pending for long periods from the year 2001-02 to 2021-22 and 54 outstanding
DCC bills amounting to I 3.43 crore pertain to the year 2022-23. Of the total
outstanding AC bills, 290 bills (34.44 per cent) amounting to < 5.80 crore (68.03
per cent) pertained to five departments: Secretariat administration Department
(93 AC bills amounting to ¥ 1.80 crore); Medical (Family Welfare) (three AC
bills amounting to ¥ 1.59 crore); Election Department (55 AC bills amounting
to I 1.26 crore); Agriculture and other Allied Departments (Panchayati Raj)
(120 AC bills amounting to ¥ 0.63 crore) and Social Welfare Department
(Special Component Plan for Schedule Caste)
(19 AC bills amounting to ¥ 0.52 crore) as depicted in Chart 4.2.

Chart 4.2: Pending DCC Bills of major defaulting departments

Social Welfare Department (Special
Component Plan for Schedule Casts) RN 052
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Delay in submission of detailed contingent bills indicates that funds were drawn
without requirement for immediate payment. The withdrawal of money through
an AC bill is accounted for against the functional Major Head in the
Consolidated Fund. Unless the accounts are settled within the time specified,
the expenditure stands inflated to that extent. Further, non-submission of DCC
bills within the prescribed time not only breaches financial discipline but also
increases the possibility of wastage/misappropriation/malfeasance, etc.

\4.8 Personal Deposit Accounts

Under the List of Major and Minor Heads of Accounts of Union and States,
Personal Deposits are of the nature of deposits not bearing interest opened under
8443-Civil Deposits-106-Personal Deposits. As per para 4 of Uttar Pradesh
Personal Ledger Account (UPPLA) Rules 1998, the State Government is
authorised to open Personal Deposit (PD) accounts/PLA for specific purposes
in consultation with the Accountant General. Designated Administrators are
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authorised to operate these PD accounts by transfer of funds from the
Consolidated Fund of the State.

During the year 2022-23, an amount of ¥ 2.96 crore was transferred from the
Consolidated Fund of the State to PD Accounts under head 8443-106. This
includes ¥0.17 crore of the total credit to PD Accounts, transferred in
March 2023. Details of PD accounts as on 31 March 2023 are given in
Table 4.5.

Table 4.5: Status of PD Accounts during the year 2022-23

R incrore)
Opening Balance Addition during the = Disbursement during Closing Balance
(As on 01-04-2022) year the year (As on 31-03-2023)

No. of Amount No. of Amou No. of Amount  No. of Amount
Administr Administra- nt Administra- Administ

ators tors tors rators
11.08(Dr)?’

9.58(Dr)®

Source: Finance Accounts 2022-23

Further, Uttar Pradesh Government order (March 1999) provides that
Administrators of PD Account were required to reconcile and verify their
balances with the treasury figures and annual verification certificates were also
required to be submitted to the Accountant General. However, during the year
2022-23, out of 12 Administrators of PD accounts of the State, only nine
Administrators have reconciled and verified their balances with the treasury
figures.

|4.9 Indiscriminate use of Minor Head 800 |

As a crucial component of a transparent system of budgeting and accounting,
the forms of accounts in which the receipts and expenditure of the Government
are reported to the Legislature should constantly be reviewed and updated so
that they truly reflect receipts and expenditure on all major activities of the
Government in a transparent manner to meet the basic information needs of all
important stakeholders. For the purpose, Minor head 800 relating to ‘Other
Receipts’ and ‘Other Expenditure’ is intended to be operated only when the
appropriate minor head has not been provided in the accounts. Routine
operation of minor head 800 is to be discouraged, since it renders the accounts
opaque.

During the year 2022-23, X 75,008.02 crore under 86 Major Heads of accounts
on the expenditure side, constituting 15.86 per cent of the total Revenue and
Capital expenditure of ¥ 4,73,006.45 crore, was classified under Minor Head
800-Other Expenditure. The trend of expenditure booked under Minor Head

2 The State Government has intimated opening balance of ¥ 10.95 crore. The difference is
under reconciliation and has been disclosed under Statement 21.

2 The State Government has intimated closing balance of ¥ 12.65 crore. The difference is
under reconciliation and has been disclosed under Statement 21.
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800-Other Expenditure during the period 2018-23 and its percentage to total
expenditure is depicted in Chart 4.3.

Chart 4.3: Operation of Minor Head 800 - Other Expenditure during the period 2018-23
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Source: Finance Accounts of respective years

Instances where a substantial proportion (50 per cent or more of the total
expenditure under the Major Head) of the expenditure was classified under
minor head 800-Other Expenditure are listed in Table 4.6.

Table 4.6: Significant expenditure booked under Minor Head 800 — Other Expenditure
during the year 2022-23

® incrore)
pena
0 e 0
0 a De DtI0 P 0
G 0 al D O
800
5053 | Capital Outlay on Civil Aviation 2013.77 2013.77 100.00
4875 Capital outlay on other industries 921.91 921.91 100.00
2040 | Taxes on Sales, Trade etc. 877.38 877.38 100.00
a070 | CaPital Outlay on other 645.97 645.97 100.00
Administrative Services
Capital Outlay on
4859 Telecommunication and Electronic 389.47 389.47 100.00
Industries
2705 Command Area Development 209.13 209.13 100.00
2885 Other Outlays on Industries and 58.02 58.02 100.00
Minerals
2575 Other Special Area Programmes 27.51 27.51 100.00
2043 Collection Charges under State 25,26 25,96 100.00
Goods and Services Tax
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Expenditure
Major under Total

Major Head Description Percentage

Head Minor Head Expenditure

800

5425 Capital Qutlay on Other Scientific 11.40 11.40 100.00
and Environmental research

2407 Plantations 5.74 5.74 100.00
Capital Outlay from Non-Ferrous

4853 Mining and Metallurgical 3.87 3.87 100.00
Industries

4047 Capl_tal Outlay on Other Fiscal 112 112 100.00
Services

2041 | Taxes on Vehicles 0.77 0.77 100.00

5475 | Capital Outlay on Other General 300.08 300.76 99.77
Economic Services

2801 | Power 25884.81 27884.81 92.83

4216 | Capital Outlay on Housing 8225.06 8984.05 91.55

3053 Civil Aviation 31.16 34.23 91.03

2852 Industries 3492.16 3839.86 90.94

2216 | Housing 405.03 531.30 76.23

3452 Tourism 90.06 120.74 74.59

aa03 | C3Pital Outlay on Animal 89.40 120.79 74.01
Husbandry

2211 Family Welfare 9459.88 12852.18 73.61

4575 Capital Outlay on Other Special 598,69 828.17 7299
Areas Programmes

4235 Capital Outlay on Social Security 640.19 943.04 67.89
and Welfare

2700 Major Irrigation 546.08 836.96 65.25

o501 | Special Programmes for Rural 1142.94 2044.64 55.90
Development

2075 Miscellaneous General Services 18.81 33.87 55.54

4950 Capl_tal Outlay on Other Social 457.02 840,88 5435
Services

Source: Finance Accounts 2022-23

Further examination of expenditure during the last four years 2019-20 to
2022-23 showed that in three Grants, viz., Grant No. 12-Agriculture and Other
Allied Department (Land Development and Water Resources) (Major Heads
2515-Other Rural Development and 2705-Command Area Development),
Grant No. 53-National Integration Department (Major Head 2070-Other
Administrative Services) and Grant No. 85- Public Enterprises Department
(Major Head-3475-Other General Economic Services), 100 per cent
expenditure was booked under Minor Head 800.

Similarly, during the year 2022-23, revenue receipts aggregating 7,327.58 crore
were booked under Minor Head 800-Other Receipts in 53 Major Heads of
accounts on the receipt side constituting 1.76 per cent of the total revenue
receipts of the State of 4,17,241.50 crore. Instances where a substantial
proportion (50 per cent or more of the total receipts under the Major Head) of
the revenue receipts was classified under minor head 800-Other Receipts during
the year 2022-23 are listed in Table 4.7.
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Table 4.7: Significant receipts booked under Minor Head 800 — Other Receipts during
the year 2022-23

R incrore)
Major Major Head Description Receipts Total Percentage
Head under Minor Receipts
Head 800
0801 | Power 964.52 964.52 100.00
0810 Non-Conventional Sources of 293.35 293,35 100.00
Energy-
0217 Urban Development 175.80 175.80 100.00
0425 | Co-operation 59.01 59.01 100.00
0875 | Other Industries 20.93 20.93 100.00
1452 Tourism 8.78 8.78 100.00
0215 | Water Supply and Sanitation 4.68 4.68 100.00
1456 | Civil Supplies 2.40 2.40 100.00
0023 Hotel Receipts Tax 0.87 0.87 100.00
0047 | Other Fiscal Services 0.27 0.27 100.00
0415 Agricu!tural Research and 015 015 100.00
Education
0852 Industries 0.08 0.08 100.00
0220 Information and Publicity 0.05 0.05 100.00
0211 Family Welfare 3451 34.54 99.91
0235 | Social Security and Welfare 78.84 79.10 99.67
1055 | Road Transport 2.43 2.48 97.98
0230 Labour and Employment 798.73 820.59 97.34
0056 | Jails 9.58 9.92 96.57
0059 | Public Works 140.36 145.58 96.41
1054 Roads and Bridges 823.01 855.12 96.24
0700 Major Irrigation 19.49 20.80 93.70
0435 | Other Agricultural Programmes 60.50 67.57 89.54
1053 | Civil Aviation 0.12 0.14 85.71
0029 Land Revenue 229.91 284.94 80.69
0515 Other Rural Development 11731 149.02 78.7
Programmes
0406 | Forestry and Wild Life 209.04 322.28 64.86
Contributions and Recoveries
0071 | towards Pension and Other 293.64 505.91 58.04
Retirement benefits
0403 | Animal Husbandary 12.02 22.22 54.10

Source: Finance Accounts 2022-23

The classification of large amounts under the omnibus Minor Head 800 affects
transparency in financial reporting and distorts proper analysis of allocative
priorities and quality of expenditure.

|4.10 Expenditure under omnibus Object Head: ‘42- Other Expenditure’ |

With a view to bringing greater transparency in the budget of the State
Government and effecting adequate security and control in planning and
implementing, there is a need for budgeting provision under the appropriate
heads instead of the omnibus object head ‘42- Other Expenditure’. As defined
in budget documents, ‘Other Expenditure’ pertains to residual items and it also
includes remuneration and award related expenses and expenditure from
discretionary funds.
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Expenditure in various Grants

Grant Description

Total
Expenditure

Expenditure
under Object

Scrutiny of the Accounts revealed that expenditure of ¥ 36,912.15 crore was
made under Object Head ‘42- Other Expenditure’ which was 7.30 per cent of
the total disbursements of ¥ 5,05,905.54 crore out of the Consolidated Fund of
the State during 2022-23. Further, it was observed that in 25 grants, the
expenditure under Object Head: ‘42-Other Expenditure’ was more than
five per cent of the total expenditure of these grants and this contributed to 24.98
per cent of total expenditure of these grants as given in Table 4.8.

Table 4.8: Showing expenditure under Object Head ‘42 — other expenditure’ and Total

R incrore)

Percentage of
expenditure under
OH 42 to Total

Expenditure

1. 35 Medical Department (Family Welfare) 12270.89 9773.66 79.65

2. 53 National Integration Department 0.33 0.25 74.58

3 03 Industries Departm_ent (Small Industry 1071.98 669.21 6243
and Export Promotion)

4. 76 Labour Department (Labour Welfare) 790.06 469.92 59.48
Agriculture and Other Allied

> 13 Departments (Rural Development) 21601.08 12126.14 56.14

6. 01 Institutional F!nanc_e Department 32928 176.67 5365
(Stamps _Registration)

7. 45 Environment Department 9.38 4.87 51.93
Home Department (Political Pension

8. 28 and Other Expendiiture) 283.48 138.53 48.87

9. 78 Secretariat Administration Department 1235.18 575.22 46.57

10. 21 Food and Civil Supplies Departments 5931.17 2292.55 38.65

11. 69 Vocational Education Department 1024.57 367.19 35.84

12.| 33 '\U"rf:r']‘i:;" DEENTE. (5 EH G e 114756 241.89 21.08

13. 92 Cultural Department 172.60 32.90 19.06

14, 52 Revenue Department (Boa_rd of 3584 67 645.45 18.01
Revenue and other expenditure)
Industries Department (Heavy and

15. 07 Medium Industries) 8592.89 1376.35 16.02
Agriculture and Other Allied

16. 10 Departments (Horticulture and 805.36 125.48 15.58
Sericulture Development)

17. 66 Finance Department (Group Insurance) 259.90 40.00 15.39
Social Welfare Department (Special

18. & Component Plan for Scheduled castes) AU Sl e

19. 43 Transport Department 672.31 100.08 14.89

20. 22 Sports Department 369.97 54.16 14.64

21. 34 Medical Department (Homoeopathy) 491.63 60.63 12.33

20 81 Social Welfare Department (Tribal 125164 147 04 11.75
Welfare)

23 89 Instltutlone_xl Finance Department 931.05 94.24 1012
(Commercial Tax)

24 29 Conflder_mal Department (Governor 19.26 163 8.46
Secretariat)

25 61 Finance Depa(tment (Debt services and 60910.73 3433.04 564
Other Expenditure)

Total (Above 5 per cent) 144357.14 36060.81 24,98

Source: Information maintained by Accountant General (A&E) U.P.

The classification of large amounts under the Object Head <42-Other
Expenditure’ does not give a clear picture in financial reporting.
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| Issues related to Measurement |

|4.11 Outstanding balances under major Suspense and Remittance Heads |

The Finance Accounts reflect the net balances under Suspense and Remittance
Heads. The outstanding balances under these heads are worked out by
aggregating the outstanding debit and credit balances separately under various
heads. Clearance of suspense and remittance items depends on the details
furnished by the State Treasuries/Works, Forest Divisions, etc. The outstanding
balances under certain major suspense heads of accounts are indicated in

Table 4.9.
Table 4.9: Balances under Suspense and Remittance Heads

2020-21
Dr. Cr.

Major Head 8658 - Suspense
101 - PAO suspense 305.56 | 711.90 418.07 | 739.80 395.41 | 269.72
Net Cr. 406.34 Cr.321.73 Dr. 125.69
102 - Suspense Account-Civil 15856.65 | 16415.75 15820.92 | 16389.57 15764.39 | 16431.30
Net Cr. 559.10 Cr. 568.65 Cr. 666.91
109 - Reserve Bank Suspense — 0.00 0.00 0.00 0.00 0.00 0.01
Headquarters
Net 0.00% 0.00% Cr.0.01
110 - Reserve Bank Suspense — (-)84.60 (-)827.29 (-)94.54 (-)1,138.62
Central Accounts Office ()94.12 ()1,136.38
Net Dr. 742.69 Dr. 1,044.08 Dr. 1,042.26
Major Head 8782-Cash remittances and adjustments between officers rendering accounts to the same Accounts Officer
102 - Public Works Remittances 180269.09 | 182097.49 2,16,990.54 | 2,18,840.01 2,32,556.35 | 2,35,417.30
Net Cr. 1828.40 Cr. 1,849.47 Cr. 2,860.95
103 - Forest Remittances 3206.05 | 3405.87 3391.12 | 3594.69 3,701.73 | 3,939.71
Net Cr. 199.82 Cr. 203.57 Cr. 237.98
8793-Inter State Suspense Account 62.96 | 0.01 66.72 | 0.05 56.76 | 0.01
Net Dr. 62.95 Dr. 66.67 Dr. 56.75

Source: Finance Accounts 2022-23

4.12 Compliance with Accounting Standards

As per Article 150 of the Constitution of India, the President of India may, on
the advice of the Comptroller and Auditor General of India (CAG), prescribe
the form of accounts of the Union and of the States. On the advice of the CAG,
the President of India has so far notified three Indian Government Accounting
Standards (IGAS). Compliance to these Accounting Standards by Government
of Uttar Pradesh as well as deficiencies therein during 2022-23 is detailed in
Table 4.10.

2 Cr. 0.02 lakh
30 Cr.0.01 lakh
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Table 4.10: Compliance to Accounting Standards

Accounting Essence of Compliance Deficiency
Standards IGAS by State
Government

1 | IGAS-1 Guarantees Partially Information  relating to the
Given by the | Complied designated authority for
Government — | (Statement 9 | guarantees given by  the
Disclosure and 20 of | Government was not provided by
requirements Finance the State Government.

Accounts)

2 | IGAS-2 Accounting and | Partially Information regarding total value
Classification of | complied of Grant-in-aid given in kind was
Grants-in-aid (Statement 10 | not provided by State

of  Finance | Government.
Accounts)

3 | IGAS-3 Loans and | Partially Information regarding loans in
Advances made | complied perpetuity was not provided by
by Government | (Statement 7 | State Government.

and 18 of
Finance
Accounts)

Source: Finance Account

|4.13 Adverse balances of Loans and Advances |

Adverse balances (credit balances in debit heads and debit balances in credit
heads) are negative balances appearing under those heads of accounts, where
there should not be a negative balance. For example, against the accounting head
of any loan or advance, a negative balance will indicate more repayment than
the original amount advanced.

Finance Accounts for the year 2022-23 contained the following adverse
balances of Loans and Advances as on 31 March 2023: Loans to Uttar Pradesh
State Electricity Board for construction of inter-State transmission lines
(% 356.18 crore under the Accounts Head 6801-205), Advances for purchase of
motor conveyances (3 17.47 crore under the Accounts Head 7610-202),
Advances for purchase of other conveyances (I 25.37 crore under the Accounts
Head 7610-203), Other advances (X 3.02 crore under the Accounts Head 7610-
800).

These adverse balances were under reconciliation between the office of the
Accountant General (A&E) Uttar Pradesh and the State Government.

1414 Non-reconciliation of Departmental figures |

To exercise effective budgetary control over revenue/expenditure and to ensure
accuracy in accounts, as per para 124 of UP Budget Manual, Chief Controlling
Officers (CCOs)/Controlling Officers (COs) are required to reconcile every
month, the receipts and expenditure recorded in their books with the figures of
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the Accountant General (A&E). The status of reconciliation of figures by the
Controlling Officers is given in Table 4.11.

Table 4.11: Status of Reconciliation of Receipts and Expenditure by Controlling Officers

Year | Total No. of No. of controlling officers reconciled their receipts/
Controlling expenditure
Officers Fully Reconciled Partially Not reconciled
Reconciled atall
Receipts
2020-21 48 45 - 03
2021-22 48 43 -- 05
2022-23 48 43 -- 05
Expenditure

2020-21 179 173 - 06
2021-22 180 177 - 03
2022-23 180 179 -- 01

Source: Information maintained by Accountant General (A&E) U.P.

Reconciliation of receipts was completed by 43 out of 48 CCOs, as they
reconciled receipts of ¥ 2,03,047.18 crore (99.27 per cent of total receipts of
< 2,04,549.28 crore due for reconciliation) during 2022-23. Further out of 180
CCOs, 179 CCOs had reconciled their expenditure figures of I 3,69,692.69
crore (97.41 per cent of total expenditure of ¥ 3,79,533.40 crore due for
reconciliation) as shown in Chart 4.4.

Chart 4.4: Status of Reconciliation of Receipts and Expenditure during the year 2020-23
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Source: Information maintained by Accountant General (A&E) U.P.

Necessary action for reconciliation in respect of all receipts and expenditure is
required to be taken.

| Issues related to Disclosure |

4.15 Submission of Accounts/Separate Audit Reports of Autonomous
Bodies/ Authorities

As per Section 19(3) of the CAG’s DPC Act, the Governor/ Administrator may,
in the public interest, request the CAG to audit the accounts of a corporation
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established by law made by the legislature of the State or of the Union Territory,
as the case may be, and where such request has been made, the CAG shall audit
the accounts of such corporation and shall have, for the purposes of such audit,
right of access to the books and accounts of such corporation.

Apart from Section 19, where the audit of the accounts of anybody or authority
has not been entrusted to the CAG by or under any law, he shall, if requested so
to do by the President, or the Governor of a State or the Administrator of a Union
Territory having a Legislative Assembly, as the case may be, undertake the audit
of the accounts of such body or authority on such terms and conditions as may
be agreed upon between him and the concerned Government and shall have, for
the purposes of such audit, right of access to the books and accounts of that body
or authority (Section 20 of the CAG’s DPC Act).

Audit certificate to the accounts being ‘true and fair’ is issued in case of
abovementioned autonomous bodies and authorities provided CAG is the sole
auditor. Thus, these bodies and authorities are required to prepare annual
accounts and submit the same to AG (Audit) for audit. Apart from Audit
certificate, on completion of the financial audit, the audit office issues a separate
audit report (SAR) that is part of the audit certificate on the accounts.

It was observed that 343 annual accounts of 55 Autonomous Bodies and
Authorities (due up to 2022-23) for audit as on 30 June 2023 have not been
submitted by the concerned entities. The Department-wise details of accounts
due from Autonomous Bodies and Authorities are given in Appendix 4.1. Age
wise pendency of these 343 accounts is given in Table 4.12.

Table 4.12: Age-wise analysis of Annual Accounts due for audit but not submitted

) o) a) »FYalT~ &)
Dela per of yea 0. OT Bodies/Autho 0. OT ACCO

1-2 9 12

3-4 16 50

5-10 23 140
More than 10 7 141
Total 55 343

Source: Information available in Office of the PAG (Audit)l and AG (Audit)ll

In the absence of annual accounts and their audit, proper utilisation of grants-
in-aid and loans disbursed to these Bodies/Authorities and their accounting
cannot be vouched. Audit has been taking up the matter of non-submission of
accounts of the defaulting bodies with the authorities concerned from time to
time, but without perceivable improvement.

|4.16 Proforma Accounts of Departmental Commercial Undertakings |

Departmental Commercial Undertakings (DCUs) are required to finalise
proforma annual accounts in the prescribed format and submit the same to the
Accountant General for audit within three months of closure of accounts.
However, out of the nine DCUs in the State, five DCU, (Irrigation Workshop
Division, Kanpur, Jhansi, Bareilly, Meerut and Prayagraj) have finalised its
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annual accounts for the financial year 2022-23 and two DCUs (Irrigation
Workshop Division, Gorakhpur and Food Commissioner and CAO) have
finalised their annual accounts for 2021-22 and one DCU (Dy. Director, Animal
Husbandry Farms Corporation) has finalised its account for the year 2020-21
while remaining one DCU has not finalised their annual accounts for many
years. The details are shown in Appendix 4.2.

|4.17 Pending cases of misappropriations, losses, thefts, etc. |

Para 82 of Financial Handbook, Volume-V Part-1 lays down detailed
instructions regarding fixing of responsibility for losses sustained through fraud
or negligence of individuals, loss or destruction of Government property and
report them to the Accountant General.

The State Government reported 135 cases® of misappropriation/ losses/thefts,
etc., of Government material/money involving I 9.31 crore on which final
action was pending as on 31 March 2023. The department-wise break up of
pending cases of misappropriation, losses, theft, etc., and reasons for the delay
in final disposal are given in Table 4.13.

Table 4.13: Pending cases of misappropriation, losses, theft etc.

& in lakh)
Name of Cases of Reasons for the delay in final disposal of pending cases of
Department misappropriation/ misappropriation, losses, theft, etc.
losses /theft of Awaiting Departmental Criminal
Government departmental and action initiated but proceedings

material criminal not finalised finalised but
investigation recovery of the
amount pending
Number  Amount Number Amount Number Amount Number Amount

of cases of cases of cases of cases
Food and Civil 9| 2878 0 0 7| 2683 2 1.95
Supplies
Social Welfare 3 0.95 0 0 2 0.70 1 0.25
Horticulture 1 3.59 0 0 1 3.59 0 0
Rural 9 3.28 1 0.74 7 234 1 0.20
Development
Education 8 171.16 2 101.08 4 55.55 2 14.53
Technical 1| 1159 0 0 0 0 1| 1159
Education
Animal 16 6.55 7 5.20 9 135 0 0
Husbandry
Fisheries 3 2.61 0 0 3 2.61 0 0
Agriculture 3 7.62 2 2.17 1 5.45 0 0
Irrigation 41 121.03 4 16.07 35 36.95 2 68.01
Cooperative 2 1.45 0 0 1 0.17 1 1.28
Medical
Health and 11| 1589 1 0.30 o| 1422 1 1.37
Family
Welfare
Police 6 8.10 6 8.10 0 0 0 0
PAC 2 47.99 1 0.51 0 0 1 47.48
Revenue 5 14.49 3 8.81 2 5.68 0 0
Finance 1 0.67 1 0.67 0 0 0 0

3L Pertaining to period January 1967 to 2022-23.
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Name of Cases of Reasons for the delay in final disposal of pending cases of
Department misappropriation/ misappropriation, losses, theft, etc.
losses /theft of Awaiting Departmental Criminal

Government departmental and action initiated but proceedings
material criminal not finalised finalised but
investigation recovery of the
amount pending
Number ~ Amount Number | Amount Number Amount Number Amount

of cases of cases of cases of cases
Weight  and 1 1.09 0 0 0 0 1 1.09
Measurements
Public Works 9| 14780 4| 2726 1 0.12 4| 12042
Department
Revenue
(Land 3 331.78 0 0 3 331.78 0 0
Acquisition)
Judiciary 1 4.44 0 0 1 4.44 0 0
Total 135 930.86 32 170.91 86 491.78 17 268.17

Source: Information received from concerned departments

The age wise analysis of these pending cases is depicted in Table 4.14, which
indicates that 96 cases involving I4.81 crore were pending as on
31 March 2023 since more than 20 years:

Table 4.14: Age-wise analysis of pending cases of misappropriation, losses, theft etc.

R in lakh)
Years ranging Number of cases Amount involved

0 -5 Years (2018-19 to 2022-23) 0 0
5-10 Years (2013-14 to 2017-18) 0 0
10 — 15 Years (2008-09 to 2012-13) 21 400.76
15 — 20 Years (2003-04 to 2007-08) 18 49.52
20 — 25 Years (1998-99 to 2002-03) 14 82.53
Above 25 Years (1997-98 and before) 82 398.05
Total 135 930.86

Source: Information received from concerned departments

Out of a total of 135 pending cases (as on 31 March 2023) involving
3 930.86 lakh, departmental and criminal investigation was not initiated in
32 cases amounting to I 170.91 lakh. Departmental action was initiated in
86 cases (involving ¥ 491.78 lakh) which were not finalised. Criminal
proceedings were finalised in 17 cases (involving I 268.17 lakh), but recovery
of the amount was pending.

14.18 Conclusion |

e The State Government resorted to extra-budget borrowings through State
owned PSEs/Authorities for meeting expenditure having implication on
debt parameters of the State. Since these extra-budget borrowings do not
form part of the Debt-Stock of the State, the debt position as reflected in
Finance Accounts does not depict actual debt position.

e The State Government did not remit entire amount of employees’ and
employers’ contributions towards the Defined Contribution Pension
Scheme to the designated fund manager for its further investment.
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The State Government did not establish Uttar Pradesh Road Transport
Accident Relief Fund, as required under Uttar Pradesh Motor Vehicle
Taxation Act, 1997, meant to provide relief to the passengers or heirs of
deceased passengers or other persons suffering casualty in which a public
service vehicle is involved.

No distinct sub head has been opened by the State Government for
accounting of the additional stamp duty in the absence of which, it is not
clear how much money was received by the Government on account of
two per cent additional stamp duty and whetherall the moneys received
were transferred to the concerned local bodies and DUTF in specified
proportions.

A large number (30,906) of UCs aggregating ¥ 19,981.24 crore were
outstanding at the close of the year 2022-23. In the absence of UCs, there
IS no assurance that grants-in-aid disbursed have actually been incurred for
the purpose for which they were sanctioned/authorised by the Legislature.

Classification of large amounts booked under the Minor Heads ‘800-Other
Receipts/Expenditure’ does not give a complete picture in the financial
reporting. Similarly, in respect of 25 grants, the expenditure under Object
Head: ‘42- Other Expenditure’ was more than five per cent of total
expenditure of these grants, which affects transparency in financial
reporting.

343 annual accounts of 55 Autonomous Bodies/Authorities (due up to 2022-
23) for audit as of 30 June 2023 have not been submitted by the concerned
entities. In absence of annual accounts and their audit, proper utilisation of
grants and loans disbursed to these Autonomous Bodies/Authorities cannot
be vouched.

4.19 Recommendations

11.

12

13.

14.

The State Government should avoid extra-budget borrowings and credit all
loans taken by SPSEs/ Authorities on behalf of State Government but
serviced by the State Government, to the Consolidated Fund.

The State Government should transfer the entire amount of Defined
Contribution Pension Scheme to the designated fund manager through the
National Securities Depository Limited (NSDL)/Trustee Bank so that the un-
transferred amount could become the part of corpus of investment of the
subscribers and yield value appreciation.

Being the statutory requirement, the Government should create the ‘Uttar
Pradesh Road Transport Accident Relief Fund’ so that the fund could be
utilised for benefit of the affected persons.

A distinct head should be assigned for collection of additional stamp duty
and all monies received should be transferred to the concerned local bodies
and DUTF as per U.P. Urban Planning and Development Act.
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15.

16.

17.

The Government may ensure timely submission of utilisation certificates by
the departments in respect of the grants-in-aid released for specific
purposes and all pendency may be reviewed before release of fresh grants
to defaulting grantees.

The Finance Department should, in consultation with the Accountant
General (A&E), conduct a comprehensive review of all items presently
appearing under minor head 800. Further, at the object head level,
indiscriminate use of object head 42-Other expenditure should be
minimised.

The Finance Department should consider evolving a system for regular
review to expedite the process of compilation and submission of annual
accounts by Bodies/Authorities/Departmental Commercial Undertakings in
order to assess their financial position.
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CHAPTER-V
STATE PUBLIC SECTOR ENTERPRISES

This chapter discusses the financial performance of Government Companies,
Statutory Corporations and Government Controlled Other Companies
(GCOCs). Impact of significant comments issued as a result of supplementary
audit of the Financial Statements of these State Public Sector Enterprises
(SPSEs) conducted by the Comptroller and Auditor General (CAG) of India for
the year 2022-23 (or of earlier years which were finalised during the current
year) has also been discussed.

|5.1 Definition of Government Companies

A Government Company is defined in Section 2(45) of the Companies Act, 2013
as a company in which not less than 51 per cent of the paid-up share capital is
held by Central Government, or by any State Government or Governments, or
partly by the Central Government and partly by one or more State Governments
and includes a company which is a subsidiary of a Government Company.

Besides, any other company>? owned or controlled, directly or indirectly, by the
Central Government, or by any State Government or Governments, or partly by
the Central Government and partly by one or more State Governments are
referred to in this Report as Government Controlled Other Companies.

‘5.2 Mandate of Audit ‘

Audit of Government Companies and Government Controlled Other Companies
is conducted by the CAG of India under the provisions of Section 143(5) to
143(7) of the Companies Act, 2013 read with Section 19 of the CAG’s (Duties,
Powers and Conditions of Service) Act, 1971 and the Regulations made
thereunder. Under the Companies Act, 2013, the CAG appoints the Chartered
Accountants as Statutory Auditors for Companies and gives directions on the
manner in which the accounts are to be audited. In addition, CAG has the right
to conduct a supplementary audit of the company’s financial statements. The
statutes governing some Statutory Corporations require their accounts to be
audited only by the CAG.

5.3 SPSEs and their contributions to the GSDP of the State

SPSEs consist of State Government Companies and Statutory Corporations.
SPSEs are established to carry out activities of commercial nature keeping in
view the welfare of people and occupy an important place in the State economy.
As on 31 March 2023, there were 113 SPSEs in Uttar Pradesh, including six
Statutory Corporations, 86 Government Companies (including 41 inactive

32 Companies (Removal of Difficulties) Seventh Order, 2014 issued by Ministry of Corporate

Affairs vide Gazette Notification dated 4 September 2014.
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Government Companies®®) and 21 Government Controlled Other Companies®*

(GCOCs) under the audit jurisdiction of the CAG. The list of these SPSEs are
given in Appendix 5.1. The nature of SPSEs in Uttar Pradesh and their position
of accounts are indicated in table 5.1 below:

Table 5.1: Nature of SPSEs in Uttar Pradesh

Nature of SPSEs Total Number of SPSEs of which accounts submitted
Number upto 30t September 2023
Number of Number of Number of
SPSEs SPSEs SPSEs
submitted submitted submitted
accounts for accounts for accounts for the
the year the year year
2022-23 2021-22 2020-21 and
previous years®®
Working Government 66 10 15 41
Companies®®
Statutory Corporations 6 0 2 4
Total working SPSEs 72 10 17 45
Inactive Government Companies 41 0 1 40
Total 113 10 18 85
Source: As per latest finalised accounts submitted by SPSEs.
Inactive SPSEs

There are 41 inactive SPSEs (including 13 under liquidation) in the State. As
per the latest available financial statements and information provided by these
companies, these inactive SPSEs®’ have investment of ¥ 1,107.52 crore, towards
capital I 832.08 crore (State Government: X 291.67 crore and Others: X 540.41
crore) and long-term loans I 275.44 crore (State Government: I 223.35 crore
and Others: T 52.09 crore). This is a critical area as the investments in inactive
SPSEs do not contribute to the economic growth of the State.

Working SPSEs

A ratio of turnover of the SPSEs to the Gross State Domestic Product (GSDP)
shows the extent of activities of the SPSEs in the State economy. The details of
turnover of 72 working SPSEs are given in Appendix 5.2. Turnover of working
SPSEs and GSDP for a period of three years ending 31 March 2023 are given
in Table 5.2.

3 TInactive SPSEs are those which have ceased to carry out their operations.

34 At serial number 48 to 66, 101 and 113 of Appendix-5.1.

% Four SPSEs did not submit their first accounts (Lucknow City Transport Services Limited,
Agra Mathura City Transport Services Limited, Varanasi City Transport Services Limited
and Uttar Pradesh Rajya Krishi Evam Gramin Vikas Nigam Limited.

Government SPSEs include Government controlled other Companies referred to in Section
139(5) and 139(7) of the Companies Act 2013.

Excluding 13 SPSEs under liquidation.

36

37
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Table 5.2: Details of turnover of SPSEs vis-a-vis GSDP of Uttar Pradesh

R in crore)
Particulars 2020-21 2021-22
Turnover

Power Sector SPSEs 67,007.04 69,529.64 77,053.32
Other than Power 15,946.86 16,325.46 15,643.41
Total 82,953.90 85,855.10 92,696.73
GSDP of Uttar Pradesh 16,45,317 19,74,532 22,57,575
Percentage of Turnover to GSDP of Uttar Pradesh
Power Sector SPSEs 4.07 3.52 3.41
Other than Power 0.97 0.83 0.69

Total 5.04 4.35 4.10

Source: Compilation based on Turnover figures as per latest finalised accounts of SPSEs and GSDP
figures as per data of MOSPI, Government of India.

The contribution of SPSEs to the GSDP of Uttar Pradesh reduced
from 5.04 per cent in 2020-21 to 4.10 per cent in 2022-23. The contribution of
Power Sector SPSEs to the GSDP was 3.41 per cent while SPSEs of Other than
Power Sector contributed 0.69 per cent in the year 2022-23.

Other than Power Sector SPSEs contribution to the GSDP though was minimal
(from 0.97 in 2020-21 to 0.69 per cent in 2022-23).

5.4 Investment in SPSEs and Budgetary Support ‘

5.4.1 Equity holding and Loans in SPSEs ‘

The sector wise Total Equity, Equity Contribution by State Government and
Long- Term Loans including the loans given by State Government in 72
working SPSEs as on 31 March 2023 is given below in Table 5.3.

Table-5.3: Sector-wise investment in SPSEs

Particulars Investment (R in crore) Percentage
Total State Total State of Total
Equity Government Long- Government Equity
Equity Term Loans and Long-
Loans Term
Loans
Power Sector
256815.30 157818.01 | 71931.98 64.65 | 328747.28 88.55
SPSEs
Other than
Power Sector 25673.50 11451.23 | 16821.20 494991 | 42494.70 11.45
SPSEs
Total 282488.80 169269.24 | 88753.18 5014.56 | 371241.98 100.00

Source: Information provided by the SPSEs

As on 31 March 2023, State Government had investment of
31,74,283.80 crore (Equity <1,69,269.24 crore and long-term loan
% 5,014.56 crore) in these SPSEs. The thrust of SPSEs investment was mainly
on power sector SPSEs which had received as much as 88.55 per cent
(X 3,28,747.28 crore) of total investment of ¥ 3,71,241.98 crore as on
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31 March 2023. The State Government share was 46.95 per cent of total
investment of T 3,71,241.98 crore.

In addition, as per information furnished by SPSEs and their finalised accounts
for the year 2022-23 X 6,676.49 crore of Grants (20 SPSEs), I 25,449.11 crore
subsidies® (9 SPSEs) and ¥ 13.91 crore loan (2 SPSEs) was provided to these
SPSEs by GoUP during the period 2022-23.

5.4.2 Market Capitalisation of equity investment in SPSEs

Market Capitalisation represents market value of shares of companies which are
listed. As on 31 March 2023, shares of SPSEs of Uttar Pradesh was not listed
on the Bombay Stock Exchange/National Stock Exchange in India.

5.4.3 Disinvestment, Restructuring and Privatisation

During the year 2022-23, one inactive SPSE (Southern-UP Power Transmission
Company Limited) was struck off (May 2022) from the register of companies
by the office of Registrar of Companies, Ministry of Corporate Affairs and the
company was dissolved. There was no other case of disinvestment, restructuring
and privatisation of SPSEs.

|5.5 Returns from SPSEs ‘

|5.5.1 Profit earned by SPSEs ‘

As per the latest finalized financial statements furnished by SPSEs upto 30
September 2023, the number of SPSEs that earned profit was 39 in 2022-23 as
compared to 37 in 2021-22. The profit earned increase to X 2,169.50 crore in
2022-23 from X 1,315.53 crore in 2021-22.

The top six SPSEs which contributed maximum profit during 2022-23 are
summarised in Table 5.4.
Table 5.4: Top six SPSEs which contributed maximum profit
e of SP Period e Percentage
0 ale Do OT Pro 0

1. Paschimanchal Vidyut Vitaran Nigam Limited 2022-23 | 991.67 45.71
2. Uttar Pradesh Jal Vidyut Nigam Limited 2021-22 | 275.88 12.72
3. Uttar Pradesh Rajya Vidyut Utpadan Nigam 2021-22 | 235.66 10.86
Limited
4. Uttar Pradesh State Warehousing Corporation 2020-21 165.53 7.63
5. Uttar Pradesh Awas Evam Vikas Parishad 2021-22 | 144.68 6.67
6. Uttar Pradesh Rajkiya Nirman Nigam Limited 2014-15 | 120.38 5.55
Total 1933.80 89.14

Source: Latest Financial Statements of SPSEs.

% This included ¥ 8,007.72 crore booked as grants-in-aid as detailed in Paragraph 4.4.3.
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These six SPSEs alone had contributed as much as 89.14 per cent of the total
profit (X 2,169.50 crore) earned by 39 SPSEs during 2022-23.

Net profit ratio®® of SPSEs is depicted in Table 5.5.
Table 5.5: Net Profit Ratio of SPSEs

Sector Net Profit Turnover Net profit Ratio

® in crore) R in crore) (in per cent)
Power Sector SPSEs (-)30128.46 77053.32 (-)39.10
Other than Power (-)131.94 15643.41 (-)0.84
Total (-)30260.40 92696.73 (-)32.64

5.5.2 Dividend paid by SPSEs ‘

The State Government had formulated (October 2002) a dividend policy under
which SPSEs running in profit are required to pay a minimum dividend of five
per cent on the share capital contributed by the State Government. Three profit
making SPSEs submitted their accounts for the year 2022-23. Out of three profit
making SPSEs, two SPSEs*® having accumulated losses and one SPSE*! did not
declare dividend during 2022-23.

|5.6 Debt Servicing ‘

|5.6.1 Interest Coverage Ratio ‘

Interest coverage ratio is used to determine the ability of a company to pay
interest on outstanding debt and is calculated by dividing a company's earnings
before interest and taxes (EBIT) by interest expenses of the same period. The
lower the ratio, the lesser is the ability of the company to pay interest on debt.
An interest coverage ratio of below one indicates that the company was not
generating sufficient revenues to meet its expenses on interest. The details of
interest coverage ratio in workings SPSEs which had interest burden, as per
latest finalised accounts, are given below in Table 5.6.

% Net Profit/Turnover*100.

40 Paschimanchal Vidyut Vitaran Nigam Limited and Kanpur Electricity Supply Company
Limited.

41 Uttar Pradesh Export Promotion Council.

135



State Finances Audit Report for the year ended 31 March 2023

Table 5.6: Interest coverage ratio of SPSEs

Particulars Interest Earnings Number of Number of Number of
®in before SPSEs having companies companies
crore) interestand  liability of loans having having
tax (EBIT) from interest interest
® in crore) Government, coverage ratio  coverage
and other equal to or ratio less
financial more than one  than one*
institutions
2020-21 | Power Sector 10277.64 21.55 10 4 5
SPSEs
Other than Power 275.16 -118.80 29 8 9
Total 10552.80 -97.25 39 12 14
2021-22 | Power Sector 12647.24 6233.69 10 3 6
SPSEs
Other than Power 277.21 48.80 28 8 9
Total 12924.45 6282.49 38 11 15
2022-23 | Power Sector 12167.05 -3265.83 10 5 4
SPSEs
Other than Power 212.44 -152.88 28 8 8
Total 12379.49 -3418.71 38 13 12

Source: Latest Financial Statement of SPSEs.

From the latest financial statement of SPSEs, it was observed that five SPSEs
pertaining to Power Sector which had the liability of loans, had interest coverage
ratio of more than or equal one during 2022-23. However, in case of SPSEs of
Other than Power, which have the liability of loans, only eight SPSEs had
interest coverage ratio of more than or equal one and eight SPSEs had interest
coverage ratio of less than one. Thus, these SPSEs having less than one interest
coverage ratio were not generating sufficient revenues to meet their expenses
on interest.

|5.7 Financial performance of SPSEs ‘

5.7.1 Return on Capital Employed ‘

Return on Capital Employed (RoCE) is a ratio that measures a company’s
profitability and the efficiency with which its capital is employed. RoCE is
calculated by dividing a company’s earnings before interest and taxes (EBIT)
by the capital employed®. The details of RoCE during the period from
2020-21 to 2022-23 are given below in Table 5.7.

42 Interest coverage ratio of the remaining 13 companies have not been calculated as the interest
liability is nil during this period despite having outstanding loan.

43 Capital Employed = Paid up Share capital + Free Reserves and surplus + Long term loans —
Accumulated Loss-Deferred Revenue Expenditure.
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Table-5.7: Return on Capital Employed

Particulars _EBIT Capita_ll Employed _ RoCE
®incrore) ®incrore) (in per cent)
Power Sector SPSEs 17400.25 101343.76 17.17
2020-21 | Other than Power 356.58 29073.01 1.23
Total 17756.83 130416.77 13.62
Power Sector SPSEs -2071.60 98088.99 -2.11
2021-22 | Other than Power 517.60 34904.86 1.48
Total -1554.00 132993.85 -1.17
Power Sector SPSEs -17838.09 75433.18 -23.65
2022-23 | Other than Power 286.36 36425.97 0.79
Total -17551.73 111859.15 -15.69

Source: Latest Financial Statement of working SPSEs.

It was observed that RoCE was positive during 2020-21 for both Power Sector
and Other than Power SPSEs. However, the RoCE for Power Sector reduced
and became negative in 2021-22 and 2022-23 as compared to 2020-21 due to
EBIT in negative.

5.7.2 Return on Equity by SPSEs

Return on Equity (RoE) is a measure of financial performance to assess how
effectively a company’s assets are being used to create profits. RoE is calculated
by dividing net income (i.e., net profit after taxes) by shareholders’ fund. It is
expressed as a percentage and can be calculated for any company if net income
and shareholders’ funds are both positive numbers.

Shareholders’ fund is calculated by adding paid up capital and free reserves
minus net of accumulated losses and deferred revenue expenditure and reveals
how much would be left for a company’s shareholders if all assets were sold and
all debts paid. A positive shareholder’s fund reveals that the company has
enough assets to cover its liabilities while negative shareholder equity means
liabilities exceed assets.

The Return on Equity** (RoE) of the profit earning 39 working SPSEs stood at
6.64 per cent in 2022-23. The overall RoE in 72 working SPSEs including loss
making SPSEs was negative in 2022-23.

The details of Shareholders’ Fund and RoE relating to working SPSEs are given
below in Table 5.8.

4 Return on equity= (Net Profit after Tax/ Shareholder’s Equity) X 100 where Shareholder’s
equity= paid up capital + free reserves - net of accumulated losses - deferred revenue
expenditure.
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Table-5.8: Return on Equity relating to SPSEs

Particulars Net Income Shareholders’ ROE
® in crore) Fund (Percentage)
® incrore)
2020- Power Sector SPSEs 6985.41 74143.10 9.42
21 Other than Power -118.01 15059.08 -
Total 6867.40 89202.18 7.70
2021- Power Sector SPSEs -14842.16 79672.94 -
22 Other than Power 34.53 17884.13 0.19
Total -14807.63 97557.07 -
2022- Power Sector SPSEs -30128.46 66880.18 -
23 Other than Power -131.94 19293.13 -
Total -30260.40 86173.31 -

Source: As per latest finalised accounts of SPSEs.

During 2021-22 and 2022-23, RoE could not be calculated as the net income of
all SPSEs taken together was negative.

5.7.3 SPSEs incurring losses

5.7.3.1 Losses incurred

There were 27 working SPSEs that incurred losses as per latest finalised
accounts as of 30 September 2023. The losses incurred by working SPSEs
increased to I 32,429.90 crore, as per their latest finalised accounts, from
% 11,366.55 crore in 2020-21 due to loss incurring Power Sector SPSEs, as
detailed in Table 5.9.

Table-5.9: Number of SPSEs that incurred losses during 2020-21 to 2022-23

(® in crore)
Particulars No of loss Net loss Accumulated
making for the loss
SPSEs year
2020- | Power Sector 77022.22
21 SPSEs 9 -10569.28 -66215.88
Other than Power 23 -797.27 -5062.70 5215.41
Total 32 -11366.55 -71278.58 82237.63
2021- | Power Sector -32812.35
29 SPSEs 9 -15354.12 -161218.71
Other than Power 20 -769.04 -4943.07 3193.76
Total 29 -16123.16 -166161.78 -29618.59
2022- | Power Sector -47581.10
93 SPSEs 7 -31632.60 -166029.29
Other than Power 20 -797.30 -6067.42 4353.49
Total 27 -32429.90 -172096.71 -43227.63

Source: As per latest finalised accounts of SPSEs

4 Net worth means the sum total of the paid-up share capital and free reserves and surplus less
accumulated loss and deferred revenue expenditure. Free reserves mean all reserves created
out of profits but do not include reserves created out of revaluation of assets and write back
of depreciation provision.
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In 2022-23, out of total loss of I 32,429.90 crore incurred by 27 SPSEs having
State Government’s equity investment of I 1,42,768.81 crore, loss of
T 31,632.46 crore (97.54 per cent) was attributed mainly to five*® Power Sector
SPSEs having State Government’s equity investment of ¥ 1,35,759.57 crore.

5.7.4 Erosion of Capital in SPSEs

As per latest finalised Financial Statement, as of 30 September 2023, there were
34 SPSEs with accumulated losses of I 1,95,724.15 crore. Of these, 24 SPSEs
incurred losses amounting to X 32,427.27 crore (Appendix 5.2).

The net worth of 15 SPSEs*’ out of these 34 SPSEs had been completely eroded
by accumulated losses and their net worth was either zero or negative. The net
worth of these 15 SPSEs was (-) ¥ 77,811.31 crore against equity investment of
% 1,46,516.94 crore as on 31 March 2023. Out of 15 SPSEs, whose capital had
eroded®®, four SPSE had earned profit during 2022-23. Out of 15, there were 10
SPSEs with outstanding loans of 320,547.97 crore as on 31 March 2023 as
detailed in Table 5.10.

Table 5.10: Details of SPSEs whose net worth has eroded
as per their latest finalised accounts
® in crore)

State Government State
Equity as on 31 Government
March 2023 Loan as on 31
March 2023

Latest
year of

Total Paid
up Capital

Net Profit (+)/ )
Loss(-) after Accumulat

Dividend, ed
Interest and Loss/+Free

Net worth

Tax

reserve

Dakshinanchal Vidyut 23988.47 -5073.77 -30049.98 -6061.51 Nil

Vitaran Nigam Limited

Kanpur Electricity Supply 2022-23 2431.28 0.51 -4186.93 -1755.65 Nil Nil
Company Limited

Uttar Pradesh Power 2022-23 119625.63 -14572.24 -95139.33 | -68546.27%° 119625.63 Nil
Corporation Limited

UCM Coal Company 2021-22 0.16 -0.12 -2.33 -2.17 Nil Nil
Limited

UPSIDC Power Company 2013-14 0.05 -0.02 -0.25 -0.20 Nil Nil
Limited

The Pradeshiya Industrial 2020-21 135.58 429 -376.75 -241.17 110.58 995.41
and Investment Corporation

of UP Limited

Allahabad City Transport 2019-20 491 -10.90 -16.48 -11.57 Nil Nil
Services Limited

Uttar Pradesh Drugs and 2009-10 1.10 -9.21 -26.59 -25.49 1.10 Nil
Pharmaceuticals Limited

4 Uttar Pradesh Power Transmission Corporation Limited: (-) ¥ 556.26 crore (2021-22), Uttar
Pradesh Power Corporation Limited: (-) ¥ 14,572.24 (2022-23), Madhyanchal Vidyut Vitran
Nigam Limited: (-) I 4,892.19 crore (2022-23), Dakshinanchal Vidyut Vitran Nigam
Limited: (-) ¥ 5,073.77 crore (2022-23) and Purvanchal Vidyut Vitran Nigam Limited: (-)
% 6,610.27 crore (2022-23).

47 Net worth of two SPSEs has been excluded as Uttar Pradesh Jal Nigam did not have capital
and Noida International Airport Limited has positive net worth in 2022-23 due to infusion
of equity of ¥ 8,825.47 crore during 2022-23.

8 These SPSEs are not able meet establishment expenditure as well as other liabilities through
their own source of income till support from government.

49 ¥ 93,032.57 crore has been excluded for calculation of net worth in Uttar Pradesh Power
Corporation Limited due to investment made in their subsidiaries companies.
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Name of SPSEs Latest Total Paid Net Profit (+)/ ) Net worth State Government State
year of up Capital Loss(-) after Accumulat Equity as on 31 Government

accounts Dividend, ed March 2023 Loan ason 31
Interest and Loss/+Free March 2023
Tax reserve
9 Uttar Pradesh Handicraft & 2008-09 7.24 -1.90 -24.65 -17.41 6.34 10.59
Marketing Development
Corporation
Limited(Formerly Uttar
Pradesh Export Corporation
Limited)
10 | Kanpur City Transport 2017-18 0.67 -11.48 -7.41 -6.74 0.05 Nil
Services Limited
11 | Uttar Pradesh Madhya 2017-18 0.26 0.04 -0.76 -0.50 0.15 Nil
Ganna Beej Evam Vikas
Nigam Limited
12 | Uttar Pradesh State 2000-01 47.07 -8.80 -84.93 -37.86 36.45 159.49
Handloom Corporation
Limited
13 | Uttar Pradesh State 2018-19 93.24 -5.65 -274.49 -181.25 93.24 151.08
Spinning Company Limited
14 | Aligarh Smart City Limited | 2022-23 2.00 -40.91 -206.41 -204.41 0.25 Nil

15 | Uttar Pradesh Financial 2012-13 179.28 17.38 -898.39 -719.11 114.51 345.94
Corporation
Total 146516.94 -19712.78 | -131295.68 -77811.31 119988.30 1662.51

Source: As per latest finalised accounts of SPSEs

5.8 Audit of SPSEs

CAG appoints the statutory auditors of a Government Company and
Government Controlled Other Company under Section 139 (5) and (7) of the
Companies Act, 2013. CAG has a right to conduct a supplementary audit and
issue comments upon or supplement the Audit Report of the statutory auditor.
Statutes governing some Corporations require that their accounts be audited by
the CAG and a report be submitted to the Legislature.

5.9  Appointment of statutory auditors of SPSEs by the CAG

Sections 139 (5) of the Companies Act, 2013 provides that the statutory auditors
in case of a Government Company or Government Controlled Other Company
are to be appointed by the CAG within a period of 180 days from the
commencement of the financial year.

The statutory auditors for the audit of SPSEs were appointed by the CAG.

5.10 Submission of accounts by SPSEs

5.10.1 Need for timely submission

According to Section 394 of the Companies Act, 2013, Annual Report on the
working and affairs of a Government Company is to be prepared within three
months of its Annual General Meeting®® (AGM). As soon as may be after such

% In case of the first AGM, it shall be held within a period of nine months from the date of
closing of the first financial year of the company and in any other case within a period of six
months, from the date of closing of the financial year, i.e., 30 September.
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preparation, the Annual Report must be laid before Legislature, together with a
copy of the Audit Report and comments of the CAG upon or as supplement to
the Audit Report. Almost similar provisions exist in the respective Acts
regulating Statutory Corporations. This mechanism provides the necessary
Legislative control over the utilisation of public funds invested in the
Companies from the Consolidated Fund of State.

Section 96 of the Companies Act, 2013 requires every company to hold AGM
of the shareholders once in every calendar year. It is also stated that not more
than 15 months shall elapse between the date of one and that of the next. Further,
Section 129 of the Companies Act, 2013 stipulates that the audited Financial
Statements for the financial year have to be placed in the said AGM for their
consideration.

Section 129 (7) of the Companies Act, 2013 also provides for levy of penalty
like fine and imprisonment on the persons including directors of the company
responsible for non- compliance with the provisions of Section 129 of the
Companies Act, 2013.

The annual accounts of various SPSEs were pending as on 30
September 2023, as detailed in the following paragraph.

5.10.2 Timeliness in preparation of accounts by SPSEs

As of 31 March 2023, there were 107 SPSEs® under the purview of CAG’s
audit. Of these, accounts for the year 2022-23 were due from 94 SPSEs
excluding 13 under liquidation. However, only 10 SPSEs submitted their
accounts for the year 2022-23 for audit by CAG by 30 September 2023. 1028
Accounts of 95 SPSEs were in arrears, as detailed in Appendix 5.3. Details of
arrears in submission of accounts of SPSEs are given in Table 5.12.

51 Excluding six Statutory Corporations discussed in paragraph 5.10.3.
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Table 5.12: Details of arrears in submission of accounts

Particulars Number of
Accounts

Total number of Companies under the purview of CAG’s audit as on 31.03.2023
Less: New Companies from which accounts for 2022-23 were not due 0 0
Number of companies from which accounts for 2022-23 were due excluding 13 94 9852
companies under liguidation
Number of companies which presented the accounts for the year 2022-23 for CAG 10 1158
audit by 30 September 2023
Number of companies accounts in arrears including 13 companies under 95 1028
liquidation

(i) Working 56 305
Break- up of Arrears (ii) Inactive 28 603

(iii) Under Liquidation 1154 120

One year (2022-23) 15 16
Age-wise analysis of arrearsagainst Two years (2021-22 and 2022-23) 07 16
“Working® category Three years and more 34 273

5.10.3 Timeliness in preparation of accounts by Statutory Corporations

Audit of six statutory corporations is conducted by the CAG and out of these,
for four™ Statutory Corporations, CAG is the sole auditor. No Statutory
Corporations presented the accounts for the year 2022-23 for audit before
30 September 2023. As on 30 September 2023, 19 accounts of six Statutory
Corporations were pending as detailed in Appendix 5.3.

|5.11 CAG’s oversight-Audit of accounts and supplementary audit ‘

|5.11.1 Financial Reporting Framework ‘

Companies are required to prepare the Financial Statements in the format laid
down in Schedule III to the Companies Act, 2013 and in adherence to the
mandatory Accounting Standards prescribed by the Central Government, in
consultation with National Advisory Committee on Accounting Standards
renamed as National Financial Reporting Authority®®. Statutory Corporations
are required to prepare their accounts in the format prescribed under the rules
framed in consultation with the CAG and any other specific provision relating
to accounts in the Act governing such Corporations.

52 Consolidated Financial Statements of Uttar Pradesh Rajya Vidyut Utpadan Nigam Limited,

Uttar Pradesh State Sugar Corporation Limited, Uttar Pradesh Electronics Corporation
Limited and Uttar Pradesh Power Corporation Limited for the year 2022-23.

Consolidated Financial Statements of Uttar Pradesh Power Corporation Limited for the year
2022-23.

% Two SPSEs (Uttar Pradesh (Poorva) Ganna Beej Evam Vikas Nigam Limited and Uttar
Pradesh (Rohilkhand Tarai) Ganna Beej Evam Vikash Nigam Limited) have submitted their
accounts upto the date going under liquidation.

Uttar Pradesh Forest Corporation, Uttar Pradesh State Road Transport Corporation, Uttar
Pradesh Jal Nigam, Uttar Pradesh Awas Evam Vikas Parishad.

% Effective from 01 October 2018.

53

55
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5.11.2 Audit of accounts of Government Companies by Statutory Auditors

The statutory auditors appointed by the CAG under Section 139 of the
Companies Act, 2013, conduct audit of accounts of the Government Companies
and submit their report thereon in accordance with Section 143 of the
Companies Act, 2013.

The CAG plays an oversight role by monitoring the performance of the statutory
auditors in audit of public sector enterprises with the overall objective that the
statutory auditors discharge the functions assigned to them properly and
effectively. This function is discharged by exercising the power to:

* issue directions to the statutory auditors under Section 143 (5) of the
Companies Act, 2013; and

* supplement or comment upon the statutory auditor's report under
Section 143 (6) of the Companies Act, 2013.

5.11.3 Supplementary Audit of accounts of Government Companies

The primary responsibility for preparation of Financial Statements in
accordance with the financial reporting framework prescribed under the
Companies Act, 2013 or other relevant Act is of the management of an entity.

The statutory auditors appointed by the CAG under section 139 of the
Companies Act, 2013 are responsible for expressing an opinion on the Financial
Statements under section 143 of the Companies Act, 2013 based on an
independent audit in accordance with the Standard Auditing Practices of
Institute of Chartered Accountants of India and directions given by the CAG.
The statutory auditors are required to submit the Audit Report to the CAG under
Section 143 of the Companies Act, 2013.

The certified accounts of selected Government Companies along with the report
of the statutory auditors are reviewed by the CAG by carrying out a
supplementary audit. Based on such review, significant audit observations, if
any, are reported under Section 143 (6) of the Companies Act, 2013 to be placed
before the AGM.
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State Finances Audit Report for the year ended 31 March 2023

|5.12 Result of CAG’s oversight role ‘

5.12.1 Audit of accounts of SPSEs |

Sixty six Financial Statements® for the year 2022-23%® and previous years®
were received from 47 SPSEs from 1 October 2022 to 30 September 2023.
Seventy-five®® Financial Statements of 49 SPSEs were reviewed in audit by the
CAG and Non-Review Certificate was issued for the 13 accounts of six SPSEs.

|5.12.2 Amendment of Financial Statements ‘

During 2022-23, there is no case of SPSEs amending their Financial Statements
before laying the same in the AGM.

‘5.12.3 Revision of Auditors’ Report ‘

During 2022-23, there is one case of revision of statutory auditors’ report as a
result of supplementary audit of the Financial Statements conducted by the
CAG.

5.13 Follow up action on State Finances Audit Report

State Finances Audit Report is being prepared from the year 2008-09 onwards
and presented to State Legislature. The Public Accounts Committee is yet to
discuss these reports.

5.14 Conclusion

As on 31 March 2023, there were 113 SPSEs including six Statutory
Corporations. Out of 107 SPSEs, there are 41 inactive SPSEs (including 13
SPSEs under liquidation). SPSEs did not adhere to the prescribed timeline
regarding submission of their Financial Statements. There were 1,047 accounts
of 101 SPSEs in arrears.

As per latest finalised financial statements, out of the total profit of
% 2,169.50 crore earned by 39 SPSEs, profit of ¥ 1,933.80 crore (89.14 per cent)
was contributed by six SPSEs. Also there were 34 SPSEs with accumulated
losses of T 1,95,724.15 crore. Of these, 24 SPSEs incurred losses amounting to
3 32,427.27 crore. Net-worth of 15 SPSEs had been completely eroded due to
accumulated losses as per their latest finalised accounts.

5" Including Consolidated Financial Statement (CFS) of Uttar Pradesh Power Corporation
Limited for the year 2022-23.

% 11 Financial Statements for the year 2022-23 (including one CFS) from 10 SPSEs were

received.

Fifty five Financial Statements received, were for the year 2021-22 and prior to that.

8 Including four CFS of different SPSEs.

59

144



Chapter-V: State Public Sector Enterprises

5.15 Recommendations: ‘

18. The administrative departments should strictly monitor and issue necessary
directions to liquidate the arrears in accounts of the SPSEs and take

necessary steps to resolve the constraints in preparing the accounts of
SPSEs.

19. State Government may review the status of inactive SPSEs which have
closed their operation and take policy decision regarding commencement of
liquidation process in respect of inactive SPSEs.

20. State Government may analyse the reason for losses in those SPSEs whose
net worth had been fully eroded and take decision about continuance of
operation of theses SPSEs.

Lucknow (TANYA SINGH)
The Accountant General (Audit-1I),
Uttar Pradesh
Countersigned
New Delhi (GIRISH CHANDRA MURMU)
The Comptroller and Auditor General of India

145






’
Appendices
L/













Particulars

201819

201920

202021

202122

Appendices

202223

7. Contingency Fund 230 662 0 700 0
Receipts
8. Public Account Receipt¥ 3,80,994 3,70,692 3,64,493 4,27,452 5,07,452
9. Total Receipts othe State 7,68110 8,17,197 7,48,663 8,75,853 9,92,878
(6+7+8)
PART B - EXPENDITURE/ DISBURSEMENT
10. Revenue Expenditureof 3,01,728(81)| 2,98,833(83) | 2,98,543(85)| 3,37,581(82) | 3,79,978(79)
which
General Services 1,31,057(44) | 1,17,675(39) | 1,19,057(40) | 1,33,521(39) | 1,44,688(38)
Social Services 91,312(30) | 1,03,849(35) | 1,09,727(37) | 1,20,987(36) | 1,38,928(36)
Economic Services 67,259(22) 62,809(21) 55,551(19) 66,573(20) | 78,363(21)
Grants-in-aid and 12,100(4) 14,500(5) 14,208(5) 16,500(5) 18,000(5)
contributions
11. Capital Expenditure of 62,463(17)| 59,998(16) | 52237(15)| 71,443(17)| 93028(19)
which
General Services 3,419(5) 2,495(4) 1,523(3) 2,357(3) 4,450(5)
Social Services 10,589(17) 10,515(18) 12,386(24) 18,569(26) | 35,049(38)
Economic Services 48,455(78) | 46,988(78) 38,328(73) | 50,517(71) | 53,530(57)
12. Disbursement of Loans 6,303(2) 2,120(1)| 1,153(0.32)| 1,6130.39) 10,209(2)
and Advances
13. Appropriation to the 0 0 0 600(0.15) 0
Contingency Fund
14.Total Expenditure 3,70494 3,60,951 3,51,933 411,237 4,83,215
(10+11+12+13)
15. Repayments of Public 20,717 22,401 26,778 28,726 22,690
Debt
Internal Debt (excluding 19,080(92) 20,695(92) 25,174(94) 27,132(94) | 20,970(92)
Ways and Means Advances
and Overdrafts)
Transactions under Ways 0 0 0 0 0
and Means Advances and
Overdraft
Loans and Advances from 1,637(8) 1,706(8) 1,604(6) 1,594(6) 1,720(8)
Government of India
16. Total Disbursement out of 391,211 3,83,352 3,78711 4,39,963 5,05,905
Consolidated Fund (14+15)
17. Contingency Fund 396 32 100 0 0.06
disbursements
18. Public Account 3,61,072 4,39,282 3,59,643 4,23011 4,98,657
disbursements
19. Total disbursement by the 7,52,679 8,27,666 7,38,454 8,62,974 10,04,562
State (16+17+18)
PART C. DEFICITS/SURPLUS
20. Revenue Deficit( (+)28,250 (+)67,560 (-)2,367 (+)33430| (+)37,263
)/Revenue Surplus(+) (410)

®  This excludes receipts under Major Head 8671 (Departmental Balances), Major Head 8672
(Permanent Cash Imprest), Major Head 8673 (Cash Balance Investment Account) and Investments
under Reserve Funds, which are part of Cash Balances of the State Government.
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