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Preface

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

The State Finances Audit Report of the Government of Madhya Pradesh intends to assess
the financial performance of the State, during the financial year 2024-25 and to provide
the State Legislature with inputs, based on audit analysis of financial data. The Report
contains three Chapters.

Chapter I — Overview of the Finances of the State

This Chapter describes the basis and approach to the Report and provides a broad
perspective of the finances of the State. It includes a macro-fiscal analysis of key indices
and State’s fiscal position including deficits/ surplus, debt profile and key Public
Account transactions.

Chapter II — Budgetary Management

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

Chapter III — Financial Reporting Practices

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

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

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



















Executive Summary

About the Report

This Report of the CAG of India is on the State Finances for the year 2024-25. 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.

This Report on the finances of the State of Madhya Pradesh provides an independent
assessment of the fiscal position of the Madhya Pradesh for the financial year 2024-25. It
analyses the State’s overall financial health and reviews its revenue and expenditure trends,
assesses the State’s debt position and borrowing patterns, evaluate its compliance with fiscal
responsibility laws and compares its performance against fiscal health indicators.

Madhya Pradesh’s economy showed moderate growth during the financial year 2024-25, with
GSDP registering growth of 11.05 per cent as against the previous financial year. State
contributed 4.55 per cent to GDP of India. This contribution is declining over last 5 years
except for 2024-25, a concern for the State. We observed that the revenue receipts of the state
grew by 7.04 per cent against 14.73 per cent in 2023-24. However, non-tax revenue growth
(12.38 per cent) was modest, and grants from the Centre declined. The State’s own revenue
performance improved yet dependence on central grants-in-aid remains substantial.

Expenditure of the state was dominated by higher growth of revenue spending (78 per cent)
particularly committed costs and subsidies (60 per cent of RE, 47 per cent of TE and
60 per cent of RR), leaving limited fiscal space for capital investment. Capital expenditure
continuously increased and above budgeted levels in this financial year, reflecting
improvements in infrastructure investment. Subsidies have more than tripled over the past five
years and more than doubled since last year. As a result, the state was not able to arrest the
fiscal deficit within the target levels of the state FRBM Act and the state’s revenue surplus
decreased significantly, thereby rendering little room for fiscal consolidation. Though
outstanding liabilities remained within the numerical targets, this needs to be seen in the context
of significant outstanding off budget borrowings and contingent liabilities through guarantees.
Besides, the state government also carried forward significant undischarged liabilities in
respect of State Compensatory Afforestation Deposit, SDRF, SDMF, Oft-budget borrowings
and other liabilities not captured in the debt, Non-transfer of State and Central Finance
Commission (SFC/CFC) grants to local bodies, etc., to the tune of X1,681.77 crore
(0.43 per cent of TE) in the FY 2024-25.

Audit through its various reports have already highlighted the increased efforts to be taken by
state in realizing the arrears in tax revenue, reducing the compliance risks in the taxations,
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recycling the capital investments made in the SPSEs and rationalising the expenditure in tune
with revenue growth.

The fiscal year also continued to witness large scale savings and excess in revenue/capital,
charged and voted sections of 57 grants and two appropriations. Excess expenditure in FY
2024-25 requires regularisation by legislature. Concerns also arise from delays in submission
of utilisation certificates, some of which are from Panchayati Raj Development, Social Justice
and Disabled Person Welfare etc., pending proforma accounts for autonomous bodies and
substantial use of Minor Head 800-Other Receipts/Expenditure affecting transparency in
financial reporting.

The report notes positive steps like implementation of Single Nodal Agency (SNA) and SNA-
SPARSH for better fund tracking in centrally sponsored schemes. However, full migration to
these systems is pending.

The increasing debt load, high committed expenditure, and limited capital investment raise
concerns about fiscal sustainability. There’s a need for revenue augmentation, better
expenditure control, and structural reforms to ensure long-term fiscal health. Transparency
should be enhanced in off-budget borrowings, ensuring timely accounting and reporting. Steps
should be taken for more judicious budget provisioning.

viii



Chapter I

Overview of Finances of the State













Chapter I-Overview of Finances of the State

Chart 1.2: Per capita Income of India and the Madhya Pradesh
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The GDP of India and the GSDP of the Madhya Pradesh have increased gradually. However,
the GDP and GSDP growth declined before COVID-19, fell sharply in 2020-21, and then
recovered strongly before slowing gradually in later years. The contribution of GSDP to GDP
has remained fairly stable over the last 10 years around 4.50 per cent which indicates that the
State’s contribution to the national GDP has been consistent.

Further, it is evident from chart 1.2 that during the last 10 years the Per Capita Income (PCI)
of India and Madhya Pradesh have increased gradually. However, India’s PCI is consistently
higher than Madhya Pradesh’s and the gap in absolute terms narrowed from 332,717 in 2015-16
to 325,286 in 2020-21 and then widened to 352,709 in 2024-25 showing that the state is not
catching up with the national average in recent years.

1.1.2.2 Sectoral contribution to Gross State Value Added (GSVA)
The sectoral contribution by various sector during 2024-25 and sectoral growth in GSVA
during the last five years are depicted in Chart 1.3 and Chart 1.4 respectively.

Chart 1.3: Sectoral Chart 1.4: Sectoral contribution in GSVA
Contribution (in per cent)
2024-25 60.00
48.37
50.00 e 44.34 44.55 44.36
36.09 36.61
4000 3349 33.43 3537
36.61 44.36
% % 30.00
20.38 20.29 19.36 19.03
18.23 . .
19.03 20.00
%
10.00
Primary Sector 0.00
Secondary Sector 2020-21 2021-22 2022-23 2023-24 2024-25
Tertiary Sector Primary Sector Secondary Sector Tertiary Sector

Source: Directorate of Economic and Statistics Madhya Pradesh




State Finances Audit Report for the year 2024-25

Chart 1.5 shows the composition of each sectors during 2024-25, in terms of its major
contributing segments.

Chart 1.5: Sector-wise distribution during 2024-25
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The primary sector remained the largest contributor throughout, although its share has declined
steadily from 48.37 per cent to 44.36 per cent during the last five years i.e 2020-25 followed
by tertiary and then secondary sector. The Tertiary Sector remained the second largest
contributor, showing a stable and improving trend whereas the secondary sector remains
relatively flat and showing minor declining trend. During the last five years, the gap between
the Primary and Tertiary sectors narroweds, indicating a gradual shift towards services.

1.1.3 Snapshot of Finances

Table 1.3 shows the details of actual financial results for the years 2023-24 and 2024-25
vis-a-vis Budget Estimates (BE) and GSDP for the year 2024-25.

Table 1.3: Snapshot of Finances
(R in crore)

SL Components 2023-24 2024-25 2024-25 2024-25 Percentage Percentage
No. (Actuals) (BE) (RE) (Actuals) of Actuals of Actuals
to BE to GSDP

1. Tax Revenue 1,79,389.22 1,97,849.47 1,97,136.27 1,95,428.66 98.78 13.00

(i) Own Tax Revenue 90,723.88 1,02,096.51 96,115.82  94,408.21 92.47 6.28

(i) Share of Union Taxes  88,665.34  95,752.96 1,01,020.45 1,01,020.45 105.50 6.72
& Duties

2. Non-Tax Revenue 19,925.80 20,603.33  21,895.26  22,391.71 108.68 1.49

3.  Grants-in-aid and 34,711.02 44,891.56 42,977.48 32,677.90 72.79 2.17
Contributions

4. Revenue Receipts 2,34,026.04 2,63,344.36 2,62,009.01 2,50,498.27 95.12 16.66
(1+2+3)

5. Recovery of Loans 371.79 474.42 3921.1 4,622.20 974.28 0.31
and Advances

6.  Other Receipts 3.78 0 0 1.72 -- 0.00

7. Borrowings and other  44,485.14 66,374.23  62,934.62  64,387.70 97.01 4.28

Liabilities @
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SL. Components 2023-24 2024-25 2024-25 2024-25 Percentage Percentage
No. (Actuals) (BE) (RE) (Actuals) of Actuals of Actuals
to BE to GSDP

8.  Inter-State Settlement -0.39 - - 0.35 - -
Capital Receipts  44,860.32  66,848.65 66,855.72  69,011.97 103.24 4.59
(5+6+7+8)

10. Total Receipts (4+9) 2,78,886.36 3,30,193.01 3,28,864.73 3,19,510.24 96.76 21.25

11. Revenue 2,21,538.26 2,61,644.41 2,60,983.1 2,48,925.28 95.14 16.56
Expenditure

12. Interest payments 23,098.41 27,399.86  26,876.96  25,887.86 94.48 1.72

13. Capital Outlay 56,538.59  61,633.49 64,929.93  67,440.89 109.42 4.49

14. Loans and Advances 809.51 3,104.86 2,451.43 3,144.03 101.26 0.21

15. Inter-State Settlement -0.23 - - 0.06 - -

16. Total Expenditure 2,78,886.13 3,26,382.76 3,28,364.46 3,19,510.26 97.89 21.25
(11+13+14+15)

17. Revenue Deficit (-)/  12,487.78 1,699.95 1,025.91 1,572.99 92.53 0.10
Surplus (+) (4-11)

18. Fiscal Deficit (-)/ -44,484.52 -62,563.98 -62,434.35 -64,387.72 102.91 -4.28
Surplus ()
{(4+5+6+8-16)}

19. Primary Deficit (-)/ -21,386.11 -35,164.12 -35,557.39 -38,499.86 109.49 -2.56

Surplus (+) (18-12)
Source: Finance Accounts and Budget books 2024-25

@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

The details of State Government Finances for the FY 2020-21 to 2024-25 are given in
Appendix 1.1.

1.1.4 Sources and Application of Funds

Comparison of components of the sources and application of funds of the State during the
current year is given in Chart 1.6.

Chart 1.6: Details of sources and application of funds during 2024-25

R in crore)

Sources of Funds Application of Funds

Source: Finance Accounts 2024-25

Appendix 1.2 provides details of receipts and disbursements and the overall fiscal position of
the State during current year as well as previous year.
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1.1.5 Snapshot of Assets and liabilities of the Government

Government accounts capture the financial liabilities of the Government and the assets created
out of the expenditure incurred. Appendix 1.3 gives an abstract of such liabilities and assets,
as on 31 March 2025, compared with the corresponding position of the previous year. The
liabilities consist mainly of internal borrowings, loans and advances from Gol, receipts from
the Public Account and Reserve Funds. Assets comprise mainly of the Capital Expenditure,
and loans and advances, given by the State Government and cash balances. A summarised
position of assets and liabilities, for the financial years 2023-24 and 2024-25, is given in
Table 1.4:
Table 1.4: Summarised position of assets and liabilities

(R in crore)

Liabilities Assets
2023-24 2024-25 Per cent 2023-24 2024-25  Per cent
increase/ increase/
decrease decrease
Consolidated Fund
A Internal Debt 2,82,515.51 3,33,216.48 17.95 A Gross Capital 4,14,464.87 4,81,905.78 16.27
Outlay
B Loansand 62,254.31 66,345.46 6.57 B Loansand 48,263.44 46,785.27 -3.06
Advances Advances
from Gol
Contingency 1,000 1,000 0.00 15 0 -
Fund
Public Account
A Small Savings, 16,976.37 15,344.25 -9.61 A Advances with 3.50 3.58 2.29
Provident Departmental
Funds, etc. officers
B Deposits 20,544.55 26,734.35 30.13 B Remittances - - -
C Reserve Funds 27,571.12 27,882.96 1.13 C Suspense and - - -
Miscellaneous
D Remittances 6,200.69 3,016.85 -51.35 Cash balance 18,533.79 20,659.87 11.47
(including
investment in
Earmarked
Funds)
E  Suspense and 735.68 2,181.86 196.58 Total 4,81,280.60 5,49,354.50 14.14
Miscellaneous
Difference on 0.00 0.00 0.00
account of
rounding-off
Deficit in -63,482.37 -73,632.29 15.99
Revenue
Account
Total 4,17,798.23 4,75,722.21 13.86 4,17,798.23 4,75,722.21 13.86

Source: Finance Accounts of respective years

1.2 The Consolidated Fund of the State

All revenues received by the State Government, all loans raised by the State Government, ways and
means advances extended by the Reserve Bank of India and all money received by the State
Government in repayment of loans forms part of the Consolidated fund of the State.

1.2.1 Revenue Receipts

Trends and growth of revenue receipts with respect to Gross State Domestic Product (GSDP)
over the 10-year period (2015-25) are shown in Table 1.5.
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Revenue Receipts as percentage of GSDP and contribution from various sources in revenue
receipts is given in Chart 1.7 and Chart 1.8.

Chart 1.7: Revenue Receipts as percentage of GSDP

Source: Finance Accounts of respective years

Chart 1.8: Contribution in Revenue Receipts

Source: Finance Accounts of respective years

As can be seen from the above table and charts, Revenue growth has been uneven compared to
GSDP. While revenue buoyancy was above one in 2015-16, 2021-22 and 2023-24 indicating
revenues grew faster than GSDP, however, in rest of the years, it slipped below one which
shows revenue did not keep pace with GSDP showing sign of stress on fiscal side. The
contribution of Grants-in-Aid to revenue receipts has declined from 17 per cent in 2015-16 to
13 per cent in 2024-25, despite exhibiting fluctuations across the intervening years. However,
contribution of State’s share in Union Taxes increased from 32 per cent in 2020-21 to







State Finances Audit Report for the year 2024-25

Chart 1.10: Trends of Own Tax Revenue during FY 2020-21 to FY 2024-25
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Chart 1.11: Major components of State’s Own Tax Revenue
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The Government aimed for a double-digit increase (12 per cent) in Own Tax Revenue but could
achieve only a modest rise of four per cent as four out of five major revenue sources could not
meet their Budget Estimates except Taxes and Duties on Electricity.

Own-Tax Revenue has consistently increased, but its growth has not always kept pace with
GSDP. There is sharp rise in 2023-24, both in absolute and relative terms, which slowed down
in 2024-25 registering only a marginal increase. The ratio of Own-Tax Revenue to GSDP
peaked at 6.70 per cent in 2023-24, reflecting strong tax mobilisation, but moderated to
6.28 per cent in 2024-25 as GSDP grew faster than revenue. The slowdown in 2024-25
highlights the need for strengthening revenue mobilisation to sustain buoyancy and fiscal
stability.

During 2023-24, the sharp increase in Own-Tax Revenue was primarily driven by a significant
rise in SGST collections, which increased by 62 per cent from 323,397 crore to 237,791 crore.
However, this momentum could not be sustained, as SGST decreased by five per cent to
X35,837 crore in 2024-25, contributing to the slowdown in overall Own-Tax growth.

(i) Non-Tax Revenue

Non-Tax Revenue of a State refers to the rent, fees, royalties and other receipts, of the State
Government from sources other than taxes.

Actual for FY 2023-24, Budget Estimate (BE), Revised Estimate (RE), and Actual of Non-Tax
Revenue for the FY 2024-25 are given in Table 1.7.

Table 1.7: Major Non-Tax Revenue: 2023-24 (Actual) and 2024-25 (BE, RE, and Actual)

(R in crore)

Revenue Head 2023-24  2024-25  2024-25 2024-25

(Actual) (BE) (RE) (Actual)
Non-Ferrous Mining and Metallurgical Industries 9,171 11,510 10,496 9,230
Interest Receipts 1,934 1,675 2,198 3,384
Education, Sports, Art and Culture 2,545 2,180 2,405 2,196
Forestry and Wildlife 1,421 1,650 1,485 1,650
Dividends and Profits 291 264 282 286
Other Non-Tax Receipts 4,564 3,324 5,029 5,646
Total 19,926 20,603 21,895 22,392

Source: Finance Accounts of the respective years

Trends of Non-tax revenue and its components during the period 2020-21 to 2024-25 are shown
in Chart 1.12 and Chart 1.13 respectively.

11
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Chart 1.12: Trends in Non-Tax Revenue during FY 2020-21 to FY 2024-25

Source: Finance Accounts of the respective years

Chart 1.13: Major components of State’s Non-Tax Revenue
(R in crore)

Source: Finance Accounts of the respective years
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(i) Grants for Centrally Sponsored Schemes

Out of the Grants of 324,967 crore for Centrally Sponsored Schemes during 2024-25, major
allocations were made to the schemes shown in Table 1.10.

Table 1.10: Major Schemes receiving grants

Name of the Scheme

Prime Minister Housing Scheme
Samagra Shiksha Abhiyaan
Jal Jeevan Mission (J.J.M.)

National Rural Employment Guarantee Scheme

National Health Mission (NUHM/NRHM)
Ken Betwa Link National Scheme

Anganwadi Sevayen (Saksham Anganwadi Aur Poshan 2.0)

Source: Finance Accounts of the respective years

(ii) Fifteenth Finance Commission Grants

R in crore)

2024-25 2023-24  Percentage change

4,566
3,435
2,622
1,872
1,516
1,363
1,108

over previous year

1,532 198
3,376 2
5,448 (-)52
2,254 ()17
1,238 22
1,126 )2

The Fifteenth Finance Commission (15" FC) grants were provided to the States for local bodies
and State Disaster Response Fund (SDRF), State Disaster Mitigation Fund (SDMF) and health
sector grants. Details of grants provided by Gol are given in Table 1.11.

Table 1.11: Recommended amount, actual release and transfers of Grant-in-aid

Transfers

i. Grants to PRIs
a. Performance/Tied Grants?
b. Untied Grants®
ii. Grants to ULBs
a. Non-Million Plus Cities
(Performance/Tied Grant)
b. Non-Million Plus Cities (General
Basic/Untied Grant)

iii. Grants for Health Sector
Total for Local Bodies (i+ii+iii)

State Disaster Response Centre Share
Fund (SDRF) State Share
State Disaster Mitigation Centre Share
Fund (SDMF) State Share
Total for SDRMF

Recommend-

ation of XV

FC for
2024-25

3,265

1,959

1,306

1,588

495

1,093

1,018
5,871
1,686.40
561.60
421.60
140.40
2,810.00

Source: Information furnished by Finance Department, GoMP

Actual release
by Gol during
2024-25

3,054.10
1,832.46
1,221.64
1,076.97

417.77

659.20

1,226.76
5,357.83
1,686.40
561.60
411.50
137.10
2,796.60

R in crore)

Release by State

Government (Total

percentage of the amount
released by Gol)

3,054.10 (100)

1,832.46 (100)

1,221.64 (100)

670.47 (62)

127.77 (31)

542.70 (82)

135.20 (11)
3,859.77 (72)
1,686.40 (100)
561.60 (100)
411.50 (100)
137.10 (100)
2,796.60 (100)

During 2024-25, the State fully released the Finance Commission grants received from the
Government of India (Gol) for Panchayati Raj Institutions (PRIs) and for the State Disaster
Response and Mitigation Fund. However, part of the grants (31,498.06 crore) meant for Urban
Local Bodies (%406.50 crore) and the Health Sector (31,091.56 crore) remained unreleased.
The unreleased portion relates mainly to performance/tied grants for Non-Million Plus cities
and a significant share of the Health Sector grant, indicating gaps in internal allocation and

2
3

Tied Grants can be used for basic services such as drinking water, rainwater harvesting, SWM and Sanitation.
Untied Grants can be used as per location specific needs.
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State Finances Audit Report for the year 2024-25

Capital receipts exhibited an overall upward trend during 2015-2025, with notable decline in
2021-22 as the Government borrowing was 90 per cent more in 2020-21 (COVID period).
Public debt receipts were consistently more than 95 per cent of capital receipts signifying an
increased reliance on borrowings to meet the State’s fiscal requirements. Non-debt capital
receipts contribution (like recoveries, disinvestment) remain negligible, except in 2017-18
(19 per cent), 2021-22 (three per cent) and 2024-25 (five per cent).

The persistent increase in debt dependency raises concerns regarding fiscal sustainability, as it
directly translates into a rising interest burden on the State exchequer and imposing additional
pressures on future budgets to allocate a greater share of resources towards debt servicing at

the expense of growth promoting outlays.

1.2.3 Finance Commission Projections and Actuals

The projected revenue, deficits and GSDP by the 15™ Finance Commission and actuals for the
FY 2020-21 to FY 2024-25 are given in the Table 1.13.

GSDP
(2011-12
Series
Current
Prices)

Own
Revenue
Receipts
State’s Own
Tax Revenue
State’s Non-
Tax Revenue
State’s share
in Union
Taxes/Duties
Revenue
Deficit(+)/
Surplus(-) as
percentage
of GSDP
Fiscal
Deficit  as
percentage
of GSDP

2020-21

Projection

9,65,307

85,771

73,449
12,322

46,025

-3.04

5.0

Table 1.13: 15% FC Projection vis-a-vis actuals

2021-22

Actual  Projection

9,46,218  9,08,401

64,361 74,147

54,459 58,453
9,902 15,694

46,914 52,247

1.94 -2.08

5.27 4.50

Actual

11,01,168

81,542

66,237

15,305

69,542

-0.44

3.40

2022-23

Projection Actual

9,78,966

81,246

64,211

17,035

64,107

-2.60

4.00

12,21,813

92,489

72,611

19,878

74,543

-0.33

3.37

Source: Finance Commission Report and Finance Accounts of the respective years

1.2.4 Expenditure

2023-24

Projection Actual

10,62,853

89,829

71,188

18,641

80,184

-3.16

3.50

13,53,809

1,10,650

90,724

19,926

88,665

-0.92

3.29

2024-25

Projection

11,58,236

99,771

79,290
20,481

95753

-3.86

4.12

(R in crore)

Actual

15,03,395

1,16,800

94,408
22,392

1,01,020

-0.11

4.28

Government expenditure is classified into revenue expenditure, capital expenditure, and loans
and advances. Revenue expenditure includes costs for maintenance, repairs, and day-to-day
functioning of departments, including administrative and establishment expenses. Capital
expenditure relates to the initial construction of projects and sanctioned improvements or
additions to assets. Loans and advances comprise funds provided by the government to Public
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Chapter I-Overview of Finances of the State
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Expenditure on General, Social, and Economic Services shows signs of stagnation. General
services, which largely represent administrative and governance-related expenditure, have
maintained a considerable share, limiting space for developmental spending. Social services
have consistently received the highest allocations and its share increased over the years,
reflecting a strong welfare focus but also creating recurring fiscal pressures.

1.2.4.1 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. Growth of revenue expenditure, its ratio to total expenditure, GSDP and

revenue receipts are shown in Table 1.16.

Year

2015-16
2016-17
2017-18
2018-19
2019-20
2020-21
2021-22
2022-23
2023-24
2024-25

Total
Expend-
iture
(TE)

1,19,766
1,51,767
1,62,709
1,72,664
1,80,672
1,96,319
2,25,023
2,46,693
2,78,886
3,19,510

Table 1.16: Revenue Expenditure — Basic Parameters

Revenue
Expend-
iture
(RE)

99,771
1,19,537
1,30,246
1,42,149
1,50,444
1,64,733
1,81,061
1,99,895
2,21,538
2,48,925

Revenue
Receipts
(RR)

1,05,511
1,23,307
1,34,875
1,48,893
1,47,643
1,46,377
1,85,876
2,03,986
2,34,026
2,50,498

Source: Finance Accounts of the respective years

RE as
percentage

of

Revenue
Receipts

1
1

94.56
96.94
96.57
95.47
01.90
12.54
97.41
97.99
94.66
99.37

Revenue
Expend-
iture as
percentage
of TE

83.30
78.76
80.05
82.33
83.27
83.91
80.46
81.03
79.44
77.91

RE/GSDP
(per cent)

18.44
18.40
17.97
17.56
16.59
17.40
16.57
16.04
16.25
16.56

(R in crore)

Year-on-year
growth (in per
cent)

Revenue

Expend-

iture
21.12

19.81
8.96
9.14
5.84
9.50
9.91

10.40

10.83

12.36

GSDP

12.74
20.10
11.77
14.25
11.82

1.98
16.38
10.96
10.80
11.05
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State Finances Audit Report for the year 2024-25

Financial assistance to 2020-21 2021-22 2022-23 2023-24 2024-25
Institutions
Total GIA for creation of Capital 581.30 620 481.11 776.83 806.42
assets
Revenue Expenditure 1,64,733 1,81,061 1,99,895 2,21,538 2,48,925
Assistance as percentage of 39.02 36.78 36.27 37.01 30.70

Revenue Expenditure
Source: Finance Accounts of the respective years

In pursuance of Article 243(I) of the Constitution, the Government of Madhya Pradesh (GoMP)
has constituted five State Finance Commissions (SFCs) since June 1994. While the First and
Second SFCs were constituted on time, delays began with the Third SFC, which was due to be
constituted on 10.12.2004 but was actually constituted on 12.07.2005. Its award period was
2006-2011; however, the implementation of its recommendations was extended unusually up
to 31.03.2022.

The Fourth SFC, constituted on 20.03.2017, but its recommendations were not implemented
by the State Government. Instead, the Government directly adopted the recommendations of
the Fifth SFC from 2022-23 wherein the devolution to PRIs and ULBs will be done in a phased
manner in next four years from 2022-23 to 2025-26 at 6.25 per cent, 7.50 per cent,
8.75 per cent and 10 per cent of its divisible fund respectively.

Due to the non-implementation of the Fourth SFC and the delay in operationalising the Fifth
SFC, the State devolved only five per cent of its divisible fund to Local Bodies until
31.03.2022. This resulted in substantially lower transfers to PRIs and ULBs during the
intervening years, falling short of what SFCs had envisaged. The prolonged continuation of
Third SFC recommendations beyond its award period and the ad hoc five per cent devolution
created stagnation in fund flows and thereby, undermining Local Bodies’ ability to plan and
execute developmental activities.

1.2.4.2 Capital Expenditure

Capital expenditure is primarily expenditure on creation of fixed infrastructure assets, such as
roads, buildings, efc. Capital expenditure, in both the Centre and the State, is being met with
budgetary support and extra budgetary resources/off-budget borrowings. It also includes
investments made by the State Government in Companies/Corporations. Trends of capital
expenditure in the State over the last 10 years i.e. 2015-25 are given in Chart 1.23.

Chart 1.23: Capital Expenditure in the State
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Source: Finance Accounts of the respective years
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Chart 1.24: Relative share of various sectors in Capital Expenditure

Source: Finance Accounts of the respective years

B.  Quality of investments in the companies, corporations and other bodies

As of 31 March 2025, the State Government’s investment in companies, corporations and other
bodies stood at 354,478 crore, mainly comprising Government Companies (335,795 crore),
Co-operative Societies (34,241 crore), Statutory Corporations (14,440 crore), Other Joint
Stock Companies and Partnerships (X1.31 crore).

Trends of investment at the end of the year in companies, corporations, and co-operative banks
and societies, and return on this investment is depicted in Chart 1.25. Rate of return on
investment made vis-a-vis average rate of interest on government borrowing is depicted in
Chart 1.26.

Source: Finance Accounts of the respective years

During 2024-25, the return on investment was 3286 crore (0.52 per cent). The return was only
between 0.34 per cent and 0.74 per cent during 2020-25 while the average rate of interest paid
by the State Government on its borrowings was between 6.65 per cent and 7.12 per cent during
the same period. Over the past five years, the difference in cost of Government borrowings and
return on investments in PSUs was to the tune of 314,339 crore.

28



Chapter I-Overview of Finances of the State

It was observed that during FY 2024-25, 26,992 crore was invested in 11 companies, two
statutory corporations and one cooperative society; however, none of these companies or
statutory corporations paid any dividend during the financial year. Only two’ companies and
three® statutory corporation paid dividends amounting to ¥18.36 crore and %262.76 crore
respectively in FY 2024-25, even though no fresh investment was made in these companies
during the year. The return from dividends/interests was merely 0.52 per cent of the total
investment of the State Government, which was negligible when compared to the average
interest rate of 6.73 per cent paid by the Government on its borrowings.

C. Loans and advances by State Government

In addition to the investments in co-operative societies, corporations and companies, the State
Government has also been providing loans and advances to many institutions/organisations.
Table 1.22 presents the position of outstanding loans and advances as on 31 March 2025 and
interest receipts vis-a-vis interest payments by the State Government on its borrowings during
the last 10 years.

Manganese Ore (India) Ltd. and Madhya Pradesh Police Housing Corporation.
8 Madhya Pradesh State Warehousing Corporation, Madhya Pradesh Public Health Service Corporation Ltd.
and National Hydroelectrtic Development Corporation Ltd.

29






Chapter I-Overview of Finances of the State

As can be seen from the above table, except for 2022-23, the interest rate earned on loans
remained substantially below the average cost of Government borrowings, leading to negative
interest spreads throughout the period. This indicates that the Government is effectively
subsidizing these loans, resulting in a recurring interest cost burden on the exchequer. Persistent
negative interest spreads implies that the Government is incurring a net cost on lending
operations, which affects fiscal sustainability. Further, irregular recovery patterns can impact
cash flows and reduce availability of funds for other development priorities. Revisiting the
policy for interest rate fixation on Government loans is essential to align lending rates more
closely with borrowing costs and market trends.

1.3 The Contingency Fund

The Contingency Fund of the Government of Madhya Pradesh is intended to provide advances
for meeting unforeseen expenditure, pending its authorisation by the State Legislature. The
fund is recouped once the Legislature approves the additional expenditure. The corpus of the
Fund is %1,000 crore.

During 2024-25, X12.60 crore had been withdrawn from the fund under various budgetary
heads viz. 2202, 2203 and 2235. However, the total amount of 327.60 crore (X15 crore of
previous financial year) had been recouped by the end of the FY 2024-25. As on 31 March
2025, the Contingency Fund had a balance of 1,000 crore.

Timely recoupment is essential to ensure that the corpus remains intact and available for
meeting unforeseen or emergent expenditure during the year. The recoupment of withdrawals
made during 2024-25 was completed within the same financial year, and no shortfall was
noticed.

Details of expenditure made out of the Contingency Fund are discussed in paragraph
no. 2.8 of Chapter-11.

1.4 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 balance after
disbursements during the year is the fund available with the Government for use for various
purposes.

1.4.1 Net Public Account Balances
The component-wise net balances in Public Account of the State are given in Table 1.23.

Table 1.23: Component-wise net balances in Public Account

(R in crore)

Sector Sub Sector 2020-21 2021-22 2022-23 2023-24 2024-25
I. Small Savings,  National Small 19,894.09 19,310.64 18,019.74 16,976.37 15,344.25
Provident Fund, Savings Fund, State
etc. Provident Funds and
Other Accounts
J. Reserve Funds (a) Reserve Funds 5,684.40 7,997.82 8,963.55 13,168.37 15,972.72

bearing Interest
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Sector Sub Sector 2020-21 2021-22
(b) Reserve Funds 10,144.49 12,363.12
not bearing Interest
Total 15,828.89 20,360.94
K. Deposits and (a) Deposits bearing (-)66.79 (-)94.80
Advances Interest
(b) Deposits not 20,400.20 19,276.88
bearing Interest
(c) Advances (-)3.48 (-)3.48
Total 20,329.93 19,178.60
L. Suspense and (b) Suspense (-)862.43 251.45
Miscellaneous (c) Other Accounts (-)20,177.29  (-)16,810.90
(d) Accounts with (-)0.15 (-)0.15
Governments of
Foreign Countries
(e) Miscellaneous 0.00 0.00
Total (-)21,039.87 (-)16,559.60
M. Remittances (a) Money Orders 3,820.37 5,499.15
and other
Remittances
(b) Inter- (-)655.74 (-)717.05
Governmental
Adjustment Account
Total 3,164.63 4,782.10
Grand Total 38,177.67 47,072.68

Source: Finance Accounts of respective years

Note: +ve figures denotes debit balance and -ve figures denotes credit balance

1.4.2 Reserved Funds

2022-23
14,032.37

22,995.92
204.43

21,506.83

(-)3.49
21,707.77
573.27
(-)21,389.80
(-)0.15

0.00
(-)20,816.68
6,402.02

(-)724.69

5,677.33
47,584.08

2023-24
13,428.99

26,597.36
288.26

20,256.28

(-)3.50
20,541.04
514.28
(-)17,846.96
(-)0.15

0.00
(-)17,332.83
7,198.98

(-)998.29

6,200.69
52,982.63

2024-25
10,821.94

26,794.66
151.51

26,582.84

(-)3.58
26,730.77
1,887.96
(-)19,677.90
(-)0.15

0
(-)17,790.09
4,026.54

(-)1,009.69

3,016.85
54,096.45

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 or from outside agencies. It comprises interest bearing reserve funds and reserve funds

not bearing interest.

There were three interest bearing funds and five Reserve Funds not bearing interest as on
31 March 2025. The fund balances lying in these Reserve Funds as on 31 March 2025 are given

in Table 1.24.

Table 1.24: Details of Major Reserve Funds

SI. No. Name of Reserve Funds
A Reserve Funds bearing Interest
1 State Disaster Response Fund
2 State Compensatory Afforestation Fund
3 State Disaster Mitigation Fund
B Reserve Funds not bearing Interest
1 Famine Relief Fund
2 Depreciation/Renewal Reserve Fund
3 Revenue Reserve Funds
4 Development and Welfare Funds
5 General and Other Reserve Funds

Grand Total

Source: Finance Accounts 2024-25

(R in crore)
Balance as on 31 March 2025

15,972.72

5,184.40
9,783.35
1,004.97

10,821.94

5.93
5.11

24.09
10,430.08
356.73
26,794.66
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1.4.3 Cash Balances

As per the agreement with Reserve Bank of India (RBI), State Governments must maintain a
minimum daily cash balance with the Bank. If the balance falls below this minimum, the
shortfall is met through instruments like Ways and Means Advances (WMA)/Special Ways and
Means Advances (SWMA)/ Special Drawing Facility (SDF)/ Overdrafts (OD), with the WMA
limit revised periodically by RBI.

The State Government invests surplus cash balances, including those from earmarked reserve
funds in Gol securities and Treasury Bills. Earnings from these investments are credited under
‘0049-Interest Receipts’.

It is undesirable for the State Government to raise market loans while holding large unutilized
cash balances, as it leads to idle funds rather than productive use. Cash balance and investment
details for 2023-24 and 2024-25 are provided in Table 1.25.

Table 1.25: Cash balances and their investment

R in crore)

Particulars Opening balance as Closing balance as
on 1 April 2024 on 31 March 2025

A. General Cash Balance
Deposits with Reserve Bank of India (-)508.49 (-)400.38
Investments held in Cash Balance Investment account 18,071.06 19,974.64
Total (A) 17,562.57 19,574.26
B. Other cash balances and Investments
Departmental balances (-)3.38 (-)3.52
Permanent advances with departmental officers for 0.84 0.84
contingent expenditure
Investment out of earmarked funds 973.76 1,088.29
Total (B) 971.22 1,085.61
Grand Total (A+B) 18,533.79 20,659.87
Interest realised 168.49 209.27

Source: Finance Accounts of respective years
Details of Cash Balance Investment Account during the last 10 years is given in Table 1.26.

Table 1.26: Cash Balance Investment Account (Major Head-8673)

R in crore)

Year Opening Balance Closing Balance Increase (+)/ decrease(-) Interest earned
2015-16 4,791.31 9,485.24 4,693.93 250.71
2016-17 9,485.24 10,628.22 1,143.64 426.89
2017-18 10,628.22 7,412.19 (-)3,216.03 491.39
2018-19 7,412.19 8,638.46 956.27 146.45
2019-20 8,638.46 11,270.17 2,631.71 145.29
2020-21 11,270.17 20,788.72 9,518.55 144.73
2021-22 20,788.72 17,441.88 (-)3,346.84 196.99
2022-23 17,441.88 23,149.64 5,707.76 166.17
2023-24 23,149.64 18,071.06 (-)5,078.58 168.49
2024-25 18,071.06 19,974.64 1,903.58 209.27

Source: Finance Accounts of respective years
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The State Government is required to maintain a minimum cash balance of 31.96 crore with the
Reserve Bank of India (RBI) on all working days, in accordance with the agreement between
the State Government and the RBI. During the 10-year period 2015-16 to 2024-25, the closing
cash balance (including investments in the Cash Balance Investment Account) remained
significantly higher than the prescribed minimum. There was no instance during 2020-25 where
the State Government had to resort to Ways and Means Advances (WMA), Special Ways and
Means Advances (SWMA), Special Drawing Facility (SDF) or Overdrafts (OD) to maintain its
minimum cash balance. Further, the Investment out of earmarked funds increased from
%973.76 crore at the beginning of the year to X1,088.29 crore at the end of the year and no
diversion of earmarked funds was observed during the year.

1.5  Fiscal Sustainability

Fiscal Sustainability is the ability of a government to manage its revenue and expenditure in a
manner that ensures it can meet its current and future obligations such as public services,
infrastructure, and debt repayments without excessive borrowing or accumulating
unsustainable debt. It implies maintaining a stable balance between revenue generation and
expenditure over the long term. Chart 1.27 and Chart 1.28 show receipts and expenditure of
the State as a percentage of GSDP, during FY 2020-25 respectively.

Chart 1.27: Receipts of the State as a Chart 1.28: Expenditure of the State as a
percentage of GSDP percentage of GSDP
20.00 25.00
17.29
18.00 1688  16.70 16.66 T 21.25
16.00 15.47 ° 20.43 20.19 20.60
’ 20.00
14.00
12.00 17.41
15.00 1644 1636 1636 1636
10.00 o
7.41 7.57 ) 777
8.00 6f0/._./‘\0
6.00 6.55  6.72 10.00
6.32 6.10
4.00 4.96
4.70
200 5.00 399 383 4M

0.00

2020-21 2021-22  2022-23 2023-24 2024-25

e=@== States Own Revenue/GSDP 0.00
Share of Taxes/GSDP 2020-21 2021-22 2022-23 2023-24 2024-25
=== Total Receipts excluding borrowings/GSDP =o—TE/GSDP RE/GSDP  ==@==CE/GSDP

Source: Finance Accounts of respective years

1.5.1 Public Liability Management

Outstanding liability of the State along with its percentage to GSDP for the years 2020-21 to
2024-25 is depicted in Chart 1.29.
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Chart 1.29: Outstanding Public Liability and its percentage to GSDP

Source: Finance Accounts of respective years

1.5.1.1 Liability Profile:

Total liabilities of the State Government typically constitute 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. The component-wise liability trends of the State for the period
of 10 years beginning from 2015-16 are presented in Table 1.27.
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Chapter I-Overview of Finances of the State

Break-up of outstanding total liabilities at the end of 2024-25 is shown in Chart 1.30.

Chart 1.30: Break-up of Outstanding Total Liability at the end of FY 2024-25

- [
Off Budget

Loans from Gol Borrowings, ¥568
266,345 crore, 14.15%/

crore, 0.12%

Internal Debt
%3,33,216 crore,

Public Account Liabilities 71.05%

68,874 crore, 14.69%

Source: Finance Accounts 2024-25

Chart 1.31 depicts the quantum of internal debt taken vis-a-vis repaid during the period of 10
years i.e. 2015-25.

Chart 1.31: Internal debt taken vis-a-vis repaid
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Chart 1.33: Maturity Profile of Public Debt

Source: Finance Accounts for the year 2024-25

The State’s maturity profile reveals a significant concentration of liabilities in the short to
medium term (0—7 years), with repayment obligations amounting to X1,36,700 crore. This debt
bunching pattern shows higher rollover and refinancing risks, as a large amount of liabilities
will come up for repayment or refinancing in a short period. This can put pressure on the State’s
liquidity, especially if market conditions become tighter or borrowing costs increase.

1.5.1.4 Financing pattern of fiscal deficit
Table 1.29 depicts financing pattern of the fiscal deficit during 2015-25.
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1.5.2 Post Audit Deficit Indicators

As per Finance Accounts of the State for the financial year 2024-25 the Revenue Surplus of the
State was %1,572.99 crore (0.10 per cent of GSDP), Fiscal deficit was 364,387.72 crore
(4.28 per cent of GSDP) whereas Primary deficit was 338,500 crore (2.56 per cent of GSDP).
However, Audit found that, during 2024-25, the State Government misclassified
%2,004.48 crore of Revenue nature as capital expenditure (Details discussed in paragraph no
2.5.6 of Chapter-II). This resulted in overstatement of Capital expenditure and Revenue Surplus
by 22,004.48 crore, due to which Revenue surplus turned into Revenue deficit and worked out
to X431.49 crore (0.03 per cent of the GSDP) after Audit.

1.5.3 Fiscal Balance: Achievement of deficit and total debt targets

As per the MPFRBM Act 2005 and its amendments aligned with the 15" Finance Commission,
State aims to:

o climinate revenue deficit and maintain the fiscal deficit within the ceiling of
three per cent of GSDP, with an additional 0.50 per cent permitted on fulfilling reform
milestones.

o The outstanding debt-to-GSDP ratio is to be contained below 32.32 per cent.
e Interest payments are capped at 10 per cent of revenue receipts, and
e Salary expenditure capped at 22 per cent of the State's Own Revenue Receipts.

e Madhya Pradesh also follows a Medium-Term Fiscal Plan (MTFP) and is required to
disclose off-budget borrowings.

Achievements, vis-a-vis the fiscal targets, prescribed in the State FRBM Act for the FYs
2015-16 to 2024-25, post Audit are detailed in Table 1.30 and trend analysis of deficits post
audit is shown in Chart 1.34.
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Chart 1.34: Trends analysis of deficits post audit
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The targets set by 15 FC and those projected in the State budget vis-a-vis achievements in
respect of major fiscal aggregates with reference to GSDP during 2024-25 are given in
Chart 1.35, Chart 1.36 and Chart 1.37.

Chart 1.35: Revenue Chart 1.36: Fiscal Chart 1.37: Outstanding
Surplus as a percentage of Deficit as a percentage Liability as a percentage
GSDP of GSDP of GSDP
5.00 5.00 35.00
4.00 3.86 4.00 o 4.12 33.00 3232 33.60
' 3.00 1 ; 31.00 31.00
3.00 : :
2. 29.
2.00 00 9.00
- 1.00 27.00
1.
0.11 0.10 0.00 25.00
0.00 Budget Actual Budget Actual
Budget Target Actual Target Target
15th FC Target 15th FC Target 15th FC Target

Source: Finance Accounts of respective years

Except for the years 2019-20 and 2020-21, the State achieved revenue surplus and keep the
fiscal deficit well within the prescribed limits. However, in 2024-25, the fiscal deficit rose
marginally above the target (4.28 per cent against 4.12 per cent), indicating renewed fiscal
pressures. One of the key reasons for this slippage was a sharp rise in subsidies, which doubled
from the previous year, increasing by 323,320 crore (114 per cent). Further, in 2024-25, the
Government was unable to contain the revenue surplus-GSDP ratio and fiscal deficit-GSDP
ratio within the levels fixed by 15" FC and those projected in the budget estimates. Further,
outstanding debt-GSDP ratios remained within the levels fixed by 15" FC and the Budget
target.

1.5.4 Debt Sustainability Analysis

Debt sustainability refers to the ability of the State to service its debt obligation now and in
future. Analysis of variations in debt sustainability indicators is given in Table 1.31.
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(%4,438 crore); Urban Development & Housing (32,994 crore); Finance (348 crore); and Others
(X134.83 crore).

Out of the outstanding guarantees for I45,307 crore during the current year, the State
Government had given guarantees amounting to 34,627 crore to three PSUs whose net worth
had become negative. This means that the actual liability lies with the State Government to
repay their loans.

The Government gave guarantees well within the limits prescribed in the FRBM Act during
2015-25. The utilisation of the ceiling ranged from around 25 to 50 per cent, indicating that the
State has avoided excessive build-up of contingent liabilities. This reflects a measure of fiscal
prudence, as guarantees did not approach or breach the permissible limit in any year. However,
the absolute amount of outstanding guarantees including interest has shown a gradual increase
from 2015-16 to 2024-25. This indicates that contingent liabilities are being carried forward
and moderately accumulating, rather than being actively reduced. Such a trend could increase
the potential fiscal risks in the medium to long term, especially if a significant portion of these
guarantees are invoked. However, the State Government of Madhya Pradesh constituted the
Guarantee Redemption Fund (GRF) in 2006 to absorb such risks vide notification dated
27.01.2006 to be administered by the RBI. During the year Government had to contribute
%48.16 crore (Government received 324.08 crore as Guarantee fee in 2023-24 and matching
share 324.08 crore). However, in 2024-25, Government contributed X100.47 crore and interest
amounting X114.52 crore on GRF was reinvested by RBI. The total accumulation in the Fund
was %1,302.73 crore as on 31st March 2025 (Z1,087.74 crore as on 31st March 2024) out of
which %1,080.65 crore were invested with RBI.

1.5.6 Pathways to Fiscal Stability

Deficits can be improved by enhancing revenues and rationalizing expenditures. This includes
strengthening tax compliance, widening the tax base, revising user charges, and monetizing
idle government assets. On the spending side, better targeting of subsidies, controlling salary
and pension growth, and ensuring proper classification of expenditure are key factors.
Prioritizing productive capital investment and improving debt management through transparent
and efficient borrowing can further ease fiscal pressure. These measures collectively create
fiscal space and help reduce revenue, fiscal, and primary deficits in a sustainable manner. These
have been discussed in succeeding paragraphs.

1.5.6.1 Improving revenues of the State

Untapped revenue potential that, if harnessed effectively, could significantly enhance fiscal
space and reduce dependence on debt. Inefficiencies in assessment, undervaluation, and limited
enforcement mechanisms of key tax streams such as State GST, Stamp Duty, and Excise will
lead to subdued revenue growth. Under-realized non-tax revenues, with low user charges, poor
cost recovery, and suboptimal returns on public assets and investments also impede the fiscal
space. Timely realization of pending arrears is (tax and non- tax) another step towards
enhancing the fiscal space. Information pertaining to Arrears of Revenue, Arrears of assessment
and Evasion of tax detected was sought from various departments viz. Department of
Commercial Tax, Department of Excise, Department of Transport, Department of Mines and
Geology, Department of Stamps and Registration, Department of Forest and Department of
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Revenue. However, only the Department of Stamps and Registration furnished complete
information. The Department of Mines and Geology furnished information in respect of Arrears
of Assessment and Evasion of tax, while the Department of Forest furnished information only
in respect of Arrears of Revenue. All other departments except above did not furnish any
information as on 31* December 2025.

A. Arrears of Revenue

As on 31 March 2025, the arrears of revenue in respect of principal heads of revenue were
%416.55 crore, of which 3260.29 crore were outstanding for more than five years, as depicted
in Table 1.33.

Table 1.33: Arrears of revenue

R in crore)

SL Head of Revenue Amount Amount outstanding for
No. outstanding as on 31 more than five years as on
March 2025 31 March 2025
1.  Stamps and Registration Fee 387.70 234.63
2. Forestry and Wild life 28.85 25.66
Total 416.55 260.29

Source: Departmental Information

Clearance of arrears requires focused efforts by the departments concerned and a push for
coordination with banks, police department and other stakeholders involved in the process of
recovery.

B. Arrears in assessment

The information on number of cases pending at the beginning of the year, cases becoming due
for assessment, cases disposed off during the year and number of cases pending for finalisation
at the end of the year, as furnished by the Department of Stamp and Registration and Mining
is depicted in Table 1.34.

Table 1.34: Arrears of assessment

(R in crore)

Head of Revenue Cases New cases due Total cases Cases Balance  Percentage
pending at for assessment due for disposed at  the of disposal
the beginning during 2024-25 assessment of during end of

of 2024-25 2024-25 the year
Stamps and 32,972 1,785 34,757 3,031 31,726 8.72
Registration Fee
Mining 2,838 7,734 10,572 6,555 4,017 62.00
Total 35,810 9,519 45,329 9,586 35,743 21.15

Source: Departmental Information

During the period 2020-25, the number of pending cases at the end of the respective years were
12,627 (2020-21); 13,282 (2021-22); 33,220 (2022-23); 24,907 (2023-24) as against 35,743
cases at the end of 2024-25. Disposal of cases during this period ranged between 5.02 per cent
and 43.79 per cent.

C.  Details of evasion of tax detected by the Department, refund cases, etc.

The cases of evasion of tax detected, cases finalised and the demands for additional tax raised
are important indicators of revenue collection efforts of the State Government.
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The details of cases of evasion of tax detected by the Department of Stamp and Registration
and Mining, cases finalised and the demand for additional tax raised; during the year 2024- 25,
as reported by the departments concerned, are depicted in Table 1.35.

Table 1.35: Evasion of tax detected

Nature of No. of cases No. of cases Total No. of cases in which No. of
Revenue pending as detected no. of investigation completed and pending
on during cases additional demand cases as on
31.03.2024  2024-25 including penalty raised 31.03.2025

No. of cases Amount
(R in crore)

Stamp duty and 14,455 9,630 24,085 10,023 128.73 14,062
Registration fees

Mining 10,401 9,528 19,929 8,323 70.65 11,606
Total 24,856 19,158 44,014 18,346 199.38 25,668

Source: Departmental Information

1.5.6.2 Issues on expenditure side
A.  Fiscal stress from committed expenditure and subsidies

Chart 1.38 and Chart 1.39 depicts Committed expenditure and subsidies together as a
percentage of Revenue Receipts and Revenue Expenditure during the FY 2020-25 respectively.

Chart 1.38: Committed Expenditure Chart 1.39: Committed Expenditure
and Subsidies as a percentage of and Subsidies as a percentage of
Revenue Receipts Revenue Expenditure
120 120
100 100
80 80
57 40 40
60 46 46 45 60 50 47 47 48
40 40
20 20
53 53
0 0
2020-21 2021-22  2022-23 2023-24 2024-25 2020-21 2021-22 2022-23 2023-24 2024-25
Other Expenditure Other Expenditure
“ Committed Expenditure and Subsidies = Committed Expenditure and Subsidies

Source: Finance Accounts of the respective years

Chart 1.38 shows that in 2020-21, total expenditure exceeded 100 per cent of revenue receipts,
indicating a revenue deficit in that year, as expenditures were higher than revenues. In contrast,
for the subsequent years from 2021-22 to 2024-25, total expenditure remained below
100 per cent of revenue receipts, indicating revenue surplus in these years.

In 2024-25, the State’s committed expenditure of X1,06,269 crore comprising salaries and
wages (354,179 crore), pensions (326,202 crore), and interest payments (325,888 crore),
accounted for approximately 42 per cent of the Revenue Receipts. In addition, subsidies
amounted to 343,687 crore, bringing the total rigid expenditure to X1,49,956 crore, which was
nearly 60 per cent of the State’s revenue receipts. The high and inflexible nature of such
expenditure significantly compresses fiscal space, limiting the State’s ability to allocate
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resources towards capital investment and developmental priorities. This structural imbalance
increases the risk of persistent revenue and primary deficits, constrains long-term fiscal
sustainability, and reduces the government’s capacity to respond to emergent socio-economic
challenges.

There is an urgent need for expenditure reform through rationalization of subsidies, improved
targeting, and prudent management of salary and pension commitments, to enhance fiscal
flexibility and ensure a sustainable fiscal path.

B. Capital blocked in incomplete projects

An assessment of capital blocked in incomplete capital projects would also indicate the quality
of Capital Expenditure. Blocking of funds in incomplete projects/ works impinges negatively
on the quality of expenditure and deprives the State of the intended benefits of the projects for
prolonged periods. Further, funds borrowed for implementation of these projects, during the
respective years would lead to an extra burden, in terms of servicing of debt and interest
liabilities. Details of the incomplete projects are shown in Table 1.36 (based on information
provided by the State Government for Appendix-IX of the Finance Accounts for the year
2024-25)
Table 1.36: Capital blocked in incomplete projects

(R in crore)

Particulars Number of Initial Cumulative No. of Estimated cost of project for
incomplete budgeted actual project which costs were revised
projects cost of all expenditure for which Initial Revised Cost
incomplete of all costs estimated overrun
projects incomplete were cost
projects revised
Water 33 20,972 21,607 16 13,657 16,742 3,085
Resource
Department

Source: Finance Accounts 2024-25

Out of the estimated cost of 324,057 crore (initial budget of 320,972 crore and cost overrun of
X3,085 crore) on these 33 ongoing projects, 321,607 crore was spent till 2024-25. Therefore,
due to non-completion of these 33 projects, Capital Expenditure of 32,450 crore remained
blocked.

Due to incomplete information in Appendix-IX of the Finance Accounts for the year 2024-25
Audit could not ascertain the actual progressive expenditure, pending payments (future
liability), revised cost and physical progress of work as on 31 March 2025.

C.  Un-discharged liabilities on Fiscal Space

Undischarged/deferred liabilities, if not addressed timely, will reduce the available fiscal space
for future developmental and infrastructure spending. Besides creating lack of transparency
and credibility, this impairs the state’s ability to raise resources in a sustainable manner, thereby
impacting overall fiscal health and long-term sustainability.

Audit observed that the State Government had accumulated several un-discharged liabilities
over the years, which have significant implications for fiscal sustainability. These include:
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» The State should rationalize and better target subsidies to free up fiscal space for capital
formation, infrastructure development, and productive investments. This will help reduce
excessive dependence on borrowings and improve the quality of public expenditure.

» Debt Sustainability is still defensible but is losing buffer. The State needs a credible plan
to shrink the primary deficit, smooth/refinance maturities, and lift medium-term growth.
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CHAPTER-II: BUDGETARY MANAGEMENT

This chapter reviews Madhya Pradesh budgetary process, revealing significant gaps
between budget estimates and actual expenditure, with issues like excess spending,
persistent savings, and last-minute fund surrenders. It highlights weaknesses in financial
planning, control, and compliance, stressing the need for realistic budgeting, timely fund
utilisation, and modern practices like gender, agriculture and child budgeting.

2.1 Budget Process

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

As per the Madhya Pradesh Budget Manual, the Finance Department is responsible for
preparing the annual budget by obtaining estimates from various departments. The
departmental estimates of receipts and expenditure are prepared by Controlling Officers on the
advice of the heads of departments and submitted to the Finance Department on prescribed
dates. The Finance Department consolidates the estimates and prepares the Detailed Estimates
called ‘Demand for Grants’. The State budget majorly comprises the following documents:

v Annual Financial Statement v Medium Term Fiscal Plan
v Demand for Grants v FRBM Statements
v Others

2.2 Budget projection and gap between expectation and actual

Efficient management of tax administration/other receipts and public expenditure holds the
balance for optimum utilization of resources, strengthen scheme implementation and
monitoring capacity and achievement of fiscal targets. Persistent savings/excesses indicate
need for improvement in the underlying budgetary processes.

Details of total appropriation obtained from state legislature, actual expenditure and savings
are summarized in Table 2.1.

26 Charged expenditure: Certain categories of expenditure (e.g. salaries of Constitutional authorities, loan
repayments, etc.), constitute a charge on the Consolidated Fund of the State and are not subject to vote by the
Legislature. Voted expenditure: All other expenditure is voted by the Legislature.
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Missing/Incomplete Explanation for variation from Budget

Apart from showing the expenditure against the approved budget, Appropriation Accounts also
provide explanation for cases where the expenditure varies significantly from the budgeted
provision (Original plus Supplementary). The limit beyond which such variation at the
Sub-Head level (unit of Appropriation) to be explained in the Appropriation Accounts is set
(September 2004) by the Public Accounts Committee (PAC).

AG (A&E) provides the draft Appropriation Accounts to the Controlling Officers of the
Departments and seeks the reasons/explanations for the variations in expenditure with
reference to approved budgetary allocation, in keeping with the limits set by the PAC, as given

below:

Savings

Excess

Comments are to be made if total savings under the Grant is five per cent or more of the total
provision.

Comments are to be made if total savings under the Sub-head is 10 per cent or more of the
total provision of the Sub-head, provided the amount of savings is:

(a) Not less than 340 lakh in case the total provision exceeds X30 crore,

(b) Not less than 20 lakh in case the total provision is between X10 crore and X30 crore, or
(c) Not less than X10 lakh in case the total provision is less than X10 crore.

Comments are to be made if total savings under Charged Expenditure of the Grant is not less
than X10 lakh.

General comments are to be made for regularisation of excess over the provision in all cases
where there is an overall excess in any Grant or Appropriation.

Comments are to be made in cases where excess under individual Sub-head exceeds X10 lakh
and also 10 per cent of the total provision under the Sub-head.

Comments are to be made in cases where excess under individual Sub-head does not exceed
10 per cent of total provision under the Sub-head provided:

(a) Excess in each Sub-head is more than 340 lakh where total provision exceeds 330 crore,
(b) Excess in each Sub-head is more than 320 lakh where total provision is between
%10 crore and %30 crore, or

(c) Excess in each Sub-head is more than 10 lakh where total provision is less than

%10 crore.

Source: Appropriation Accounts 2024-25

The summary of explanations received in case of variations in Appropriation Accounts is
depicted in Chart 2.2.

Chart 2.2: Summary of Explanation for Variation in Appropriation Accounts

SUB-HEADS REQUIRING EXPLANATION

EXPLANATION RECEIVED

TOTAL SUB-HEADS

| | | [ [
0 1,000 2,000 3,000 4,000 5,000 6,000

Source: Appropriation Accounts 2024-25
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Out of 5,560 total sub-heads, explanations were required for 1,224 sub heads, while the same
have been received for only 498 sub-heads. This indicates that the significant variations in
59 per cent of the sub heads are yet to be addressed.

2.3 Budget Marksmanship
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.

A year-wise analysis of grants, excesses, and savings providing valuable insights into the
efficiency of budget execution and financial management by the State has been depicted in
Chart 2.3.

Chart 2.3: Year-Wise Grants, Excesses, and Savings

Source: Appropriation Accounts of respective years

The expenditure composition outturn for the FY 2024-25 is summarised in Table 2.4.

Table 2.4: Expenditure composition overall deviation FY 2024-25

Section Overall Deviation Range of Deviation (per Number of Grants
(per cent) cent)

Revenue (Voted) 5.14 0to+25 35
+25t0+ 50 17
+50to+ 100 6

>+100 1
Capital -13.29 0to+25 24
(Voted) +25t0+50 11
+50to+ 100 23

>100 1
Revenue (Charged) 5.70 0to+£25 20
+25t0+ 50 1
+ 50 to = 100 38
Capital (Charged) 97.33 0to=+25 52
+25t0+50 3
+50to+ 100 3

>100 1

Source: VLC Data and Appropriation Accounts 2024-25
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The Revenue (Voted and Charged) segments show overall controlled expenditure. However, a
large number of grants under Revenue (Charged) exhibit significant deviations, indicating the
need for more accurate estimation in this category.

The Capital (Voted) segment reflects notable underspending and a wide range of deviations,
suggesting underlying issues in planning and implementation. In contrast, while the Capital
(Charged) segment appears stable for most grants, the overall deviation is significantly
influenced by a few grants with exceptionally high overspending, pointing to critical but
isolated lapses.

It is recommended that the GoMP may enhance budget forecasting, especially for capital
expenditures, to ensure better alignment between budget estimates and actual utilisation. The
Government may consider strengthening the monitoring and control mechanisms for charged
expenditures, in view of their relatively higher volatility.

2.4 Appropriation Accounts

Appropriation Accounts are accounts of the expenditure of the Government for each financial
year, compared with the amounts of grants voted and appropriations charged for different
purposes as specified in the schedules appended to the Appropriation Act passed under Article
204 of the Constitution of India. These Accounts depict the original budget provision,
supplementary grants, surrenders and re-appropriations distinctly in gross basis.

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

2.5 Budgetary and accounting process
2.5.1 Expenditure incurred without authority of law

No money shall be withdrawn from the Consolidated Fund of the State except under
appropriation made by law passed in accordance with the provisions of Article 204 of the
Constitution. Paragraph 14.3 of the Madhya Pradesh Budget Manual provides that no
expenditure can be incurred on a 'mew service' or 'new instrument of service' from the
Consolidated Fund of the State without prior approval of legislature through supplementary
demands for grants. However, in accordance with Article 267(1), in case it is not possible to
wait for prior approval of legislature, the State Contingency Fund can be drawn upon for
meeting expenditure on the new service/ new instrument of service, pending its authorisation
by the Vidhan Sabha.

All expenditure in Madhya Pradesh is being routed through IFMIS. Budget provision is also
being made from IFMIS.

It was observed that an expenditure of X5,389.42 crore (Appendix 2.1), was incurred in nine
cases (more than X two crore in each case) under various components of two grants during the
year 2024-25 without having any provision in the original budget estimates/ supplementary
demands and without issuing any re-appropriation orders to this effect.

60



Chapter II-Budgetary Management

Expenditure under these heads occurred without having provision in original budget, even after
the implementation of IFMIS in the state for authorization of the expenditure shows the lack
of internal control mechanism and improper monitoring.

Government may consider strengthening internal control mechanism and ensure that the
expenditure without budget provision may not occur in future.

2.5.2 Excess Expenditure and its regularisation

As per Article 205 of the Constitution of India, it is mandatory for a State Government to get
excesses over grants/appropriations regularised by the State Legislature. Although no time
limit for regularisation of expenditure has been prescribed under the Article, the regularisation
of excess expenditure is done after the completion of discussion of the Appropriation Accounts
by the Public Accounts Committee.

A. Excess expenditure during the current year

During 2024-25, in Grant No. 6 Finance, the budget provision was 326,326.43 crore and the
expenditure was incurred I26,526.19 crore resulting in excess expenditure of I199.75 crore
under Revenue Voted section. Schemes under this grant where excess expenditure were
incurred are given in Table 2.5 below:

Table 2.5: Excess expenditure in the schemes under Grant No. 6 Finance

(R in crore)

SL Heads of Account up to Detail Head and Total Budget Expenditure Excess
No. Name of Scheme Provision Incurred Expenditure
(Org.+
Supp.+ Re-
app.)
1 2054-003.9545- Maintenance of Departmental Assets 1.00 1.82 0.82
2 2054-095.0101.6327- Establishment of Madhya 6.50 7.23 0.73
Pradesh Internal Audit Cell
3 2071-01.101.9998- Madhya Pradesh Pension 4,903.00 6,553.64 1,650.64
4 2071-01.102.9998- Madhya Pradesh Pension 264.00 272.77 8.77
5 2071-01.105.9998- Madhya Pradesh Pension 1,590.00 2,050.64 460.64
6  2071-01.111.9998- Madhya Pradesh Pension 13.70 19.63 593
7  2071-01.115.9998- Madhya Pradesh Pension 840.00 949.09 109.09
8 2071-01.115.9999- Composite Madhya Pradesh 375.00 381.73 6.73
Pension
Total 7,993.20 10,236.55 2,243.35

Source: Appropriation Accounts 2024-25

We may see from above table that excess expenditure of 32,243.35 crore was occurred in eight
schemes which was counter-balanced by savings under other schemes in the grant leading to
overall excess expenditure of ¥199.75 crore.

Reasons for excess expenditure in serial no. 3,5 and 6 were mainly attributed to the additional
recovery towards pension liabilities, made by the Government of Chhattisgarh from the State
of Madhya Pradesh arrived at while revising pension recovery amount for the Financial year
2024-25. No reason was reported in other cases.

B. Regularisation of excess expenditure of previous financial years

Excess disbursements of %1,238.29 crore pertaining to 2018-19 to 2024-25 pending for
regularisation as shown in Table 2.6 are yet to be regularised from the State Legislature.
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Table 2.6: Excess expenditure relating to previous years requiring regularisation

(R in crore)

Year Grant No./ Grant/Appropriation details Amount of excess
Appropriation required to be
regularised
2018-19 CH-II Public Debt (Capital-Charged) 1,026.20
4 Other Expenditure pertaining to Home Department 242
(Revenue-Voted)
2020-21 20 Public Health Engineering (Revenue-Voted) 9.92
2024-25 6 Finance (Revenue-Voted) 199.75
Total 1,238.29

Source: Appropriation Accounts of the respective years

The excess expenditure indicates that the budgetary control in the department was ineffective,
and budget estimates were not prepared on realistic basis.

Regularisation of existing cases of excess expenditure may be expedited and measures to
prevent the recurrence of instances of excess expenditure may be taken by the State
Government. All the existing cases of excess expenditure need to be regularised at the earliest.

2.5.3 Supplementary Grants rendered non-essential

As per Article 205 of the Constitution, a Supplementary or Additional Grant or Appropriation
over the provision made by the Appropriation Act for the year can be made during the current
financial year but not after the expiry of the current financial year. When such additional
expenditure is found to be inevitable and there is no possibility of effecting savings within the
grant to cover the excess by re-appropriation, the Secretary in the Department concerned
proposes to the Finance Department for Supplementary or Additional Grant or Appropriation.

The Madhya Pradesh Budget Manual, 2012 permits obtaining of a Supplementary Grant/
Appropriation if the budgetary provision falls short and a commitment for expenditure has
already been made under the orders of the competent authority.

The State Legislature approved two supplementary budgets on 17.12.2024 and 11.03.2025
respectively for a total of I41,666.97 crore (in respect of 39 Grants and two appropriations) for
the year 2024-25. Audit analyses that supplementary provisions of 36,253.66 crore during the
year 2024-25 in 33 cases (more than X three crore in each case) proved unnecessary
(Appendix 2.2) as the expenditure did not come up even to the level of original provision.
Similarly, supplementary provisions of 35,921.96 crore in 13 cases (more than X three crore in
each case) proved excessive (Appendix 2.3) as full amount of supplementary provisions could
not be utilised.

2.5.4 Injudicious re-appropriation of funds

Re-appropriation is transfer of funds within a grant from one unit of appropriation, where
savings are anticipated, to another unit where additional funds are needed. During 2024-25,
re-appropriation orders under 57 grants and two appropriations amounting to X 61,272.36 crore
were issued.

Further, in 28 cases (Appendix 2.4-Sl. No. 1 to 28), reduction of provision exceeding
X three crore through re-appropriation orders effected by various departments proved
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It was noticed that savings under 51 Grants and two appropriations amounting to
%29,858.45 crore (Appendix 2.8) were not surrendered. Details of savings surrendered on the
last day of March (exceeding X100 crore in each case) is given in Appendix 2.9.

Chart 2.5: Savings and surrenders for the year 2024-25

(R in crore)

TOTAL SAVINGS 50,848.76
TOTAL SURRENDERED DURING 2024-25 20,990.29
OF THIS SURRENDERED ON 31 MARCH 2025 20,620.16 ‘ ‘ ‘ }
| |

0.00 10,000.0020,000.0030,000.0040,000.0050,000.0060,000.00
Source: Appropriation Accounts 2024-25
Analysis of Chart 2.5 revealed that only 41.28 per cent of the savings were surrendered. Out
of surrendered amount 0f 320,990.29 crore, 320,620.16 crore (98.24 per cent) was surrendered
on 31 March 2025.

2.5.6 Misclassification between Revenue Expenditure and Capital Expenditure

The Indian Government Accounting Standard-2 was notified by the Gol in 2011 for accounting
and classification of Grants-in-Aid received or given by both Central as well as State
Governments. As per Indian Government Accounting Standard-2, Grants-in-aid are payments
in the nature of assistance, donations or contributions made by one Government to another
Government, body, institutions or individual. Further, expenditure on Grants-in-Aid is
recorded as Revenue Expenditure in the books of the grantor and as Revenue Receipts in the
books of the recipient. As per rule 30 of the Government Accounting Rules,1990 expenditure
that only results in the creation of concrete, material and permanent assets should be classified
in capital expenditure.

Details of the extent of classification of GIA as Capital Expenditure instead of Revenue
Expenditure by the State Government during 2020-21 to 2024-25 as well as the impact of
non-compliance with the provisions of IGAS-2 by the State Government in absolute terms
during the same period are given in Table 2.8, whereas Chart 2.6 highlights the share of
Grants-in-Aid in Capital Expenditure.

Chart 2.6: Share of GIA in Capital Expenditure

0.90

0.80

070 0.64 oss

0.60 : 0.49
0.50

0-40 0-33

0.30

0.20

0.10

0.00

0.79

(in per cent)

2020-21 2021-22 2022-23 2023-24 2024-25

Source: Finance Accounts of respective years
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Table 2.8 and Chart 2.7 indicate that the non-compliance with the provisions of IGAS-2 by
the State in absolute terms during 2020-25 led to overstatement of revenue surplus and
understatement of revenue deficit. Moreover, Capital Expenditure during the period was also
overstated to that extent.

Table 2.8: Extent of classification of GIA as Capital Expenditure

(R in crore)
2020-21 2021-22  2022-23  2023-24  2024-25

GIA booked as Capital Expenditure 250 280 256 190 347
Total Capital Expenditure 31,586 43,962 46,798 57,349 70,585
Share of GIA in Capital Expenditure (In per cenf) 0.79 0.64 0.55 0.33 0.49
Revenue Deficit (-)/Revenue Surplus (+) (-) 18,356 4,815 4,091 12,488 1,573
Impact on Revenue Deficit (-)/Revenue Surplus (-) 18,606 4,535 3,835 12,298 1,226
(1), if expenditure from GIA is treated as Revenue

Expenditure

Source: Finance Accounts of respective years

Chart 2.7: Actual Revenue Deficit(-)/Surplus(+)

R in crore)
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Source: Finance Accounts of respective years

However, during 2024-25, an amount of 32,004.48 crore was misclassified by the State
Government as Capital Expenditure instead of accounting for it under Revenue Expenditure.
Out of this, 3347 crore pertains to Grants-in-Aid and X1,657.48 crore pertains to other
expenditure. Due to this, Revenue Expenditure was understated by 32,004.48 crore, and Capital
expenditure was overstated by 32,004.48 crore. Details are given in Appendix 2.10(a).

Similarly, an amount of 12.70 crore was incorrectly budgeted and expended (for ‘Machinery’
‘Survey, Investigation and Design and Preparation of DPRs’ and Investment) as Revenue
Expenditure instead of Capital Expenditure by the State Government, due to which Revenue
Expenditure was overstated by ¥12.70 crore and Capital Expenditure was understated by
%12.70 crore. Details are given in Appendix 2.10(b).

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

Several policy initiatives taken up by the Government are wholly or partially not executed due
to non-approval of scheme guidelines/modalities, non-commencement of works for want of
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administrative sanction, non-release of budget, etc. It was observed that under 24 schemes,
there was budget provision of ¥739.33 crore but no expenditure was incurred resulting in non-
implementation of schemes as shown in Appendix 2.11.

Further, in 15 out of above 24 schemes, there was approved outlay of 179.12 crore which was
fully withdrawn in revised outlay as shown in Appendix 2.12.

The observation highlights lapse in budget utilization and scheme implementation in respect of
initiatives of the State Government. Corrective action in this regard may be considered to
effectively implement the policy initiatives of the Government.

2.5.8 Non-adherence to the Quarterly Expenditure Limit

As per Para 26.13 of the Madhya Pradesh Budget Manual, a rush of expenditure particularly in
the closing months of the financial year, is regarded as breach of financial regularity.

Table 2.9: Rush of Expenditure during 2024-25

Amount Percentage of Total
 in crore) Expenditure in the year
Last Quarter of the year (Jan to Mar-2025) 1,31,166.43 36.86
Last month of the year (Mar-25) 74,086.95 20.82
Last day* of the year (31 March 2025) 7,290.28 2.05

Source: Information provided by O/o the AG (A&E) Madhya Pradesh, Gwalior
* This is the expenditure data where the voucher was compiled in the VLC system, and the bill date is 31.03.2025

Table 2.9 shows that a disproportionate share of annual expenditure (36.86 per cent) was
executed in the last quarter, with 20.82 per cent in March alone, and a staggering
X7,290.28 crore spent on just 31 March. This indicates a classic year-end spending spike, which
points towards systemic budgeting inefficiencies and calls for stronger financial planning,
review mechanisms, and expenditure control.

Trend of total Monthly receipts (Revenue Receipts, Capital Receipts and cash balance) and
expenditure during financial year 2024-25 is shown in Chart 2.8 and Chart 2.9.

Chart 2.8: Trend analysis of receipts (Month wise)

(R in crore)

40,000.00
35,000.00

30,000.00

33,776.69 |
32,626.29 |

25,000.00

29,177.49 |

20,000.00

22,260.88 |

15,000.00

17,973.90|
18,841.82 |

17,701.32 |

10,000.00

14,210.26
17,133.88 |

15,098.97

15,350.11

5,000.00

10,514.97

Apr-24 May-24 Jun-24 Jul-24 Aug-24 Sep-24 Oct-24 Nov-24 Dec-24 Jan-25 Feb-25 Mar-25

Source: Information provided by O/o the AG (A&E) Madhya Pradesh, Gwalior

66




Chapter II-Budgetary Management

Chart 2.9: Trend analysis of expenditure (Month wise)

(R in crore)

25.00 21.76 90,000.00
l 80,000.00
20.00 70,000.00
60,000.00
15.00
50,000.00
9.01 :
10.00 7.90 813 8.48 754 bt
5.50 6.4\13 6./23 [ 6-?0 \ 5.55 6-?5 l \ 30,000.00
5.00 . / 20,000.00
10,000.00
0.00 -
3 2 X < < S L
VSO §§ & S$ o‘?f ¥ & & é& o“‘d @"ﬁ ‘D@Q
» & o & & S"Q &
%29 AR <
Expenditure Per cent of expenditure

Source: Information provided by O/o the AG (A&E) Madhya Pradesh, Gwalior

The quarter wise percentages of expenditure of the state were as follows:

1% Quarter- 18.16 per cent; 2" Quarter- 22.82 per cent;

3" Quarter- 21.21 per cent, 4™ Quarter- 37.80 per cent
The quarterly details of expenditures incurred across all Grants are shown in Appendix 2.13.
The monthly expenditure trend depicted in the chart above and in the Appendix indicate a
pronounced skewness towards the last quarter of the financial year and, particularly in the
month of March.

Maintaining a steady pace of expenditure is a crucial component of sound public financial
management as it prevents fiscal imbalances and temporary cash crunches.

2.6 Single Nodal Agency (SNA)

Ministry of Finance, Government of India vide letter No. 1(13) PFMS/FCD/2020 dated
23.03.2021 had notified procedure for release of funds under Centrally Sponsored Scheme
(CSS) and monitoring utilization of the funds released through Single Nodal Agency (SNA).
For each CSS, SNA is set up with own Bank Account in scheduled Commercial Bank
authorised to conduct Government business by the State Government.

As per MoF, Gol’s letter dated 16 February, 2023, the State Government shall transfer the
Central share as well as the commensurate State share to the SNA account within 30 days of
receipt of Central share. In case of delay beyond 30 days in transfer of Central share to the
SNA account, interest on the number of days at the rate of 7 per cent per annum has to be paid
by the State Government with effect from 01.04.2023.

Audit analysed the VLC data and SNA/PFMS report and found that there was discrepancy in
data of Central and State share transfer to SNA accounts, as shown in Table 2.10.
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Table 2.10: Discrepancies in Central and State share transfer

(R in crore)

Source of data Central share Central share  State share Less amount release
received transferred transferred by State
VLC (a) 24,434.02 25,561.61 23,309.48 9,054.96
SNA/PFMS Report (b) 25,432.61 18,370.83 24,037.66  Not available on PFMS
Difference Amount (a-b) -998.59 7,190.78 -728.18

Source: Information provided by O/o the AG (A&E) Madhya Pradesh, Gwalior

Table 2.10 indicates that discrepancies exist between VLC and PFMS figures. These figures
are required to be reconciled regularly between PFMS and VLC to maintain accurate financial
records.

2.7 Single Nodal Agency- SPARSH

To enhance oversight of the availability and utilization of funds released under Centrally
Sponsored Schemes (CSS), the Department of Expenditure introduced revised guidelines for
fund flow procedures. These guidelines aim to implement the principles of ‘just-in-time
releases’ for payments, ensuring more efficient cash management at both the Central and State
levels. As part of this effort, an alternative fund flow mechanism, SNA-SPARSH a real-time
system for the integrated and swift transfer of CSS funds was introduced. This system operates
through a seamless framework integrating the Public Financial Management System (PFMS),
State  Integrated Financial ~Management Information System (IFMIS), and
e-Kuber of the Reserve Bank of India (RBI), facilitating efficient and transparent fund
disbursement.

As per the revised procedure notified by the Ministry of Finance, State Governments are
required to transfer both the Central and State share of funds to the Single Nodal Agency (SNA)
Account under the SNA-SPARSH model and all releases are to be routed exclusively through
the Public Financial Management System (PFMS). Further, all SNAs and Implementing
Agencies must be registered in the State Integrated Financial Management Information System
(IFMIS), and funds are to be released on a just-in-time basis directly to beneficiaries or vendors,
without routing through Personal Deposit (PD) accounts or other intermediary accounts,
thereby promoting improved cash management and transparency.

SNA SPARSH model has been implemented in Madhya Pradesh State. As regards opening of
account in regional office of RBI, Bhopal, state government submits proposal to this office for
consent of the same. As on 20.08.2025, this office has given consent to open 141 SNA accounts
(SLS wise) on SNA-SPARSH model. As information by State Government, almost 190
schemes are required to be onboarded on SNA-SPARSH model.

This shows good progress but indicates there is still a way to go for full integration. Continuous
coordination between the state government and RBI is essential to complete the onboarding of
all schemes. Full onboarding of all schemes will enhance financial transparency, ease of fund
flow monitoring, and scheme wise accounting. Timely consent for remaining accounts is
critical to avoid delays in scheme fund management.
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SL Nomenclature Date of Original  Supple- Total Expen- Savings Advance
No. of the scheme sanction budget mentary diture / from
budget Excess Contingency
fund
3 44-2202-03-102- 14.08.2024 Token 3.00 3.00 3.00 0.00 3.00
1535-42-002 (X2,000)
Block Grant to
Kantisurya
Tantya Bhil
University,
Khargone
4 44-2202-03-102- 14.08.2024 Token 3.00 3.00 3.00 0.00 3.00
1536-42-002 (X2,000)
Block Grant to
Krantikari Tatya
Tope University,
Guna
5  47-2203-00-104- 13.02.2025 0.00 1.44 1.44 1.44 0.00 1.44
5885-44-001
Establishment of
LLT. Indore
Total 10.00 10.44  20.44 14.35 6.09 12.60

Source: Data furnished by O/o the AG (A&E) Madhya Pradesh, Gwalior

It is clear from the Table 2.12, that in serial no.1, it was unnecessary to withdraw the advance
of 22.16 crore in the scheme 34-2235-02-104-1456-42-007 Atal Vayo Abhyudaya as the
expenditure was not even up to the level of original budget.

2.9 Review of selected Grants

After voting on Demands for Grants in the Legislative Assembly, an Appropriation Bill is
introduced for appropriation out of the Consolidated Fund of the State for moneys required to
meet (a) the grants made by the Assembly and (b) the expenditure charged on the Consolidated
Fund. After the Governor’s assent to the Bill, amounts shown in the Appropriation Act and
schedules thereof become the sanctioned grants for expenditure under various Demands.

During the year 2024-25, two Grants were selected for audit, i.e., Grant No. 12-Energy and
Grant No. 52-Medical Education for detailed scrutiny to review compliance with prescribed
budgetary procedures, monitoring of funds, control mechanisms and implementation of
schemes within these grants.

2.9.1 Grant No. 12-Energy

We reviewed (September 2025) the budgetary procedure and control over expenditure pertaining
to the Grant No. 12 "Energy". Secretary, Department of Energy, Bhopal (code no 1301) and
Chief Electrical Inspector & Advisor, Bhopal (code no 1302) are the Budget Controlling Officers
(BCOs) of Grant No. 12.

2.9.1.1 Summarised position of Budget and Expenditure

The details of amount budgeted for, and the expenditure incurred under the Grant No. 12 during
2024-25 1is summarised below in Table 2.13.
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Table 2.13: Showing details of Budget and Expenditure

(R in crore)

Section Original  Supple- Total Budget Expenditure Savings
Budget mentary Budget released As per As per As per As per
Budget toBCOs  BCOs  Appropr- BCOs  Appropr-
iation iation
Accounts Accounts
1 2 3 4 (2+3) 5 6 7 8 (5-6) 9 4-7)
Revenue 10,709.56 12,998.43 23,707.99 19,677.82 19,662.31 19,662.44 4,045.68 4,045.55
(Voted)
Revenue 0 0 0 0 0 0 0 0
(Charged)
Capital 8,557.47 Token 8,557.47 8,400.47  6,769.56 6,769.56  1,787.91 1,787.91
(Voted)
Capital 0 0 0 0 0 0 0 0
(Charged)
Total 19,267.03 12,998.43 32,265.46 28,078.29 26,431.87 26,432.00 5,833.59 5,833.46

Source: Appropriation Accounts 2024-25 and information obtained from BCOs Statement

As can be seen from the above Table 2.13 that, under section Revenue (voted), original budget
as approved by the legislature was 223,707.99 crore and actual budget released to Budget
Controlling Officers (BCOs) by Finance Department (FD) was X19,677.82 crore. Thus, there
was a short release of 34,030.17 crore. Similarly, budget under section Capital (voted) was
%8,557.47 crore, and the budget release to BCOs was 28,400.47 crore, thus there was a short
release of X157 crore.

As per Appropriation Accounts 2024-25, against the provision of 323,707.99 crore (Revenue),
expenditure of ¥19,662.44 crore was incurred resulting in unspent provision of 34,045.55 crore
(17.06 per cent). Further, against the provision of X8,557.47 crore (Capital), expenditure of
%6,769.56 crore was incurred resulting in unspent provision of X1,787.91 crore (20.89 per cent).
Huge savings indicates that the BCOs had not given due care and also not complied budget
manual at the time of preparation of budget estimates.

The matter is brought to the notice of the Government; Reply is still awaited (January 2026).
Review of this grant revealed the following:

2.9.1.2 Substantial and persistent Savings

(i) Persistent savings

According to Paras 30.1 and 30.2 of Budget Manual, departments should carry out budget
monitoring by reviewing expenditure incurred by departments during a financial year. The
primary objective of such monitoring is to ensure that State budget presented and approved by
the Vidhan Sabha remains a reliable guide to the actual expenditure incurred during the
financial year. The monitoring should include not only expenditure incurred in the current
financial year but should also made a comparison and analysis of past expenditure data for the
last three years.

Audit observed that during the last five years from 2020-21 to 2024-25, there were persistent
savings of more than 20.33 crore in six schemes ranging between 3.24 per cent to 100 per cent
of the total budget allotment under the relevant appropriation as shown below in Table 2.14:
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Table 2.14: List of appropriations indicating persistent savings during 2020-25

(R in crore)
SL. Scheme Name Amount of Savings Activity (Object
No. (Per cent to total budget allotment in the scheme) head) in which
2020-21  2021-22  2022-23  2023-24  2024-25 maximum savings
occurred during

2024-25
1 6929- 54.10 6.17 Nil 11.52 Nil NA
Strengthening of (37.31%) (3.24) (50.11%)
transmission
system
2 5666-Formation of 4.10 2.79 3.04 3.70 0.33 012-2045-00-103-

Special Courts  (62.27%) (36.74%) (36.59%) (33.32%) (3.24%) 9999-5666-V-18-004
under Electricity

Act 2003

3 1284- 34.57 242.20 9.20 6.38 2.55 012-6801-00-190-
Strengthening  of (100%) (100%) (55.99%) (100%) (100%) 1201-1284-V-67-001
Transmission
System

4 7837-Assistance NA 5,660.00 5,850.00 3,000.00 7,612.00 012-4801-05-190-
for making (100%) (100%) (100%) (100%) 0101-7837-V-64-002
required

improvements as
per 15" Finance

commission
reforms
5 0700-Green Nil 618.00 Nil 20.00 8.00 012-6801-00-205-
Corridor (100%) (100%) (100%) 1201-0700-V-67-001
6 9542-RDSS NA NA 225.00 2,598.47 1,229.65 012-4801-05-190-

(90%) (73.69%) (38.96%) 0702-9542-V-64-002

Source: Information obtained from BCOs Statement

It can be seen from the above table that savings during 2024-25 were mainly in the Schemes
viz., 15" Finance Commission (7837), Green Corridor (0700), Strengthening of Transmission
system (1284) and RDSS (9542). The persistent savings is indicative of poor budgetary
monitoring or shortfall in performance or both. This also showed that budget allocations were
made without considering the previous years’ trends in expenditure which resulted in persistent
savings.

The matter is brought to the notice of the Government; Reply is still awaited (January 2026).
(ii) Substantial savings in the Scheme

The main objective of the schemes under Grant 12 is to strengthen the electrical infrastructure
and maintain reliable & affordable power supply, operational efficiencies and financ