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· hi C'. h I . -
T s Report ior t e year ended March 1997 has been prepared for 

. I .... · 
submission to the President under Article 151 of the· Constitution. 

The Report includes mattL arising from test audit of the Finance 

Accounts and the Appropriation .k..ccounts of the Union Government· for 

the year ended 31 March 1997. P~rt X of the Report includes observations 

on the Finance Accounts and P~rt H covers the observations on the 

Appropriation Accounts. The 6bservations arising from the. audit of 

various financial transactions as ren as performance audit of the Civil 

Ministries have been included separately in Report No.2 and Report No.3. 

Separate Reports are als6 issued for Union Govetnment Other 
I 

Autonomous Bodies (No.4), Scientific. Depart:ments (No.5), Post and 

Telecommunications (No.6), Mi~stry of Defence-Army and. Ordinance 

Factories (No.7), Air Force and N~vy (No.8), Railways (No.9), Receipts of I . , . ·• . 
the Union Govemment-fadirect Taxes-Custolll.!>. (No.10), Centrall Excise 
(No.11) and Direct Taxes (No.12)] ... 

. I 
I 
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Accounts (1996-97) at a glance 

v 

Rs .2.263 72 cror.e 
Rs 15704 crore 



Revenue Receipts 

• In absolute terms, the gross Revenue Receipts of Rs 207234 crore were up by ils ... 273&9 
crore with reference to 1995-96. The Tax Revenue collection was 10.08 p,er cent of the 

GDP, while it was 6.15 per cent for the Non Tax Revenue. 

• The gross Revenue Receipts consisted of Tax Revenue of Rs 128762 crore ~d'.Non Tax 
Revenue of Rs 78472 crore. 

• The Tax Revenue consisted of Direct Tax ~evenue of Rs 38895 crore ~nd lndirectTax 

Revenue of Rs 89867 crore. 
Of the gross Direct Tax Revenue 'Rs 18567 crore came from Corporatio~ Tax. •R.S· 
18234 crore from Taxes on Income other than Corporation Tax and Rs i712 crore 

from Interest Tax. 
Of the total collection of Indirect Taxes, Rs 42851 crore was contributed ·by Custoips 

duty, Rs 45008 crore was collected as Union Excise duty and Rs 1059 ctqte came from 

Service Tax. 
• Of the gross collection of Rs 18234 crore from Taxes on Income other than 

Corporation Tax, Rs 13516 crore was assigned to the States, while Rs 21545 crore out 

of the gross collection ofUnion Excise duties were assigned to them. 
• Collection of the Indirect taxes dropped from 8 per cent of GDP in 1992~93 to 7.4 per 

cent in 1996-97. 
• Union Excise duty went up by 46 per cent in 1996-97 over 1992-93 while,.Customs duty 

went up by 80.2 per cem over the same period. Over the two decades :,1976-1997 the 

Customs duty as percentage of the GDP increased from 1.83 to 3.36 while tbe Centril ., 
Excise duty dropped from 4.97 to 3.52. 

• Non tax Revenµes dropped from 6A9per cent of GDP in 1992-93 to 6;=15 per cen.fjii 
1996-97. 

• The actual collection of both Direct and Indirect Taxes was significantly lower than the 

estimates. 
• The receipt from dis-investment of the Government's shareholding in Public Sector Units 

was uniformly negligible with reference to the estimated receipts during 1993,~94, 1995:96 

and 1996-97, During 1996-97, the actual receipt on account of this was only Rs 380 crore 
against the estimate of Rs 5000 crore. 

Expenditure of the Union Government 

• The total expenditure from the Consolidated Fund of the Union Government, as distinct 

from the total disbursements, consists of the revenue and capital expenditure including 

loans and advances paid by the Union Government. The total expenditure of the Union 

Government increased by 58 per cent to Rs 271111 crore in 1996-97 from Rs 170999 
crore in 1992-93 but as percentage of the GDP it came down from 24.33 to 21.23 over 
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the same period. During the same period the Revenue Receipts also came down from 

17.11 to 16.23 per cent of the GDP. 

• While in terms of the percentage increase over the period 1992-93 to 1996-97, the 

Revenue Receipts registered an impressive increase of 72 per cent, in terms of the 

absolute value, the total expenditure of the Government increased by Rs 100112 crore 

w~ile the Revenue Receipts increased by Rs 86955 crore, necessitating greater 

dependence on the borrowed funds . 

• As a proportion to total expenditure, the expenditure on economic services declined from 

34 .1 per cent in 1992-93 to 31. 09 per cent in 1996-97. As a proportion to GDP, it 

declined from 8.3 per cent to 6.60 per cent over the same period. 

• Revenue Expenditure as percentage of the GDP came down from 18.89 in 1992-93 to 

17. 73 in 1996-97. However, in absolute value it increased from Rs 132794 crore in 1992-

93 to Rs 2263 72 crore in 1996-97. Out of this, the interest payment increased from 4 .4 2 

per cent of the GDP to 4 .66 per cent. 

• Revenue Expenditure during 1996-97constituted 83.50 per cent of the total expenditure 

while capital expenditure booked in accounts was only 5.79 per cent. This was 

significantly lower than 1986-87, when the capital expenditure accounted for 13 .3 5 per 

cent and the Revenue expenditure was only 70.34 per cent of the total expenditure. 

Interest payments 

• Interest payments by the Government increased from Rs 31075 crore (23 per cent of 

revenue expenditure) in 1992-93 to Rs 59478 crore (26 per cent of the revenue 

expenditure) in 1996-97. It constituted 26 per cent of total Re'Venue Expenditure and 
absorbed 63 per cent of the net Tax Revenue. The growth of 91 per cent in interest 

payment over the last :five years far outstripped the growth in overall Revenue expenditure 
of 70 per cent. 

Subsidies 

• Explicit subsidies in 1996-97 increased to Rs 16210.59 crore from Rs 12876.48 crore in 

1995-96. During 1996-97 the explicit subsidies registered a quantum jump by 25.89 per 

cent over the previous year from a relatively stable position during the last four years. 53 

per cent of the explicit subsidy was applied to fertilizer. 

• Of the many implicit subsidies, the Union Government provided subsidy of Rs 1477 

crore to the State Governments by charging lower interest on the loans against the small 

savings collection. Another form of implicit subsidy amounting to Rs 1198 crore was the 

difference between the interest paid by the Government to the nationalised banks on re

investment of the share capital released by them in the form of securities and dividend paid 

by the banks on the investment by the Government. Another form of implicit subsidy was 
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on account of investment in the PSUs in the background of negligible return as indicated 

in the succeeding paragraph. 

Investment and return 
··:-l:·'·"' • • 

• Pijblic sector companies and corporations paid dividend of a mere 2.97 per cent on the 
total progre$ive investment of Rs 53194 crore. 

l 

• Eighteen.PSUsregistered post tax profit ofRs 679.20 crore during 1995-96. But they did 

not pay any dividend to Government during 1996-97 in violation of the otdtts of the 
Ministry of Finance, ,,,. :::. :N. 

The nationalised banks paid dividend of only Rs 209.77 crore on the total progressive 

investment of IU, 13146 crore towards the share capital~· while th~ Govemµrent paid Rs 
E 1408.04 "'' 
~ I 

crore as interest to the nationalised banks on the re-investment by the banks of the share 

capital released by the Government. ,,,... ···: 
1

1 . ,·=n=o=« , . ·=~~~W==M:''~ 

Debt of the Union Government 

• Total liability of the Union Government, which consisted of the internal borrowings, 

external borrowings and balances in the Public Account utilised as resource by the 

Government, increased by 60 per cent over the last five year period from Rs 480467 crore 

in 1992-93 to Rs 770513 crore in 1996-97, at the current rate of exchange for the external 

debt. At the historical rate of exchange, the total liability increased from Rs 401923 crore 

in 1992-93 to Rs 675675 crore in 1996-97. Thus, the Union Government utilised 

borrowed funds aggregating Rs 321013 crore (net) during the last five years. 

• The total liability consisted of internal debt of Rs 344475 crore, external debt at the 

current rate of exchange of Rs 149077 crore, Small Savings, PF etc. of Rs 239042 crore 

and Reserve Funds & Deposits of Rs 37919 crore. Major additions to the total liability of 

the Government were Rs 145375 crore on account of the internal debt and Rs 102240 

crore on account of Small savings, Provident Funds etc over the last five years. 

• While 53.4 per cent of the internal debt was made of the market borrowings (Rs 184028 

crore), 18.8 per cent consisted of outstanding Treasury Bills (Rs 64760 crore) and 20.6 

per cent consisted of Treasury Bills converted into securities (Rs 71000 crore). 

• The share of outstanding Treasury Bills in the total internal debt increased consistently 

from 14.16percentin 1992-93to18.80percentin 1996-97. 

• Government ended up raising net market loans much beyond the amounts budgeted for 

during all four years viz. 1993-97. The actual net borrowings, after repayments were 

between 5 .16 and 9 .18 times the estimated net borrowings. During 1996-97, the net 
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I 

I 
market loans of Rs 19093 crore ra,ised exceeded the estimates of Rs 3 700 crore by Rs 

15393 crore. 
I 

' 
e U1nm.tmsed committed e:ldell"imal assnstance stood at Rs 44771 crore at the end of March 

1997. The Union Government paid: commitment charges of Rs 93.77 crore on unutiHsed 
I 

external assistance during 1996-97' which was the highest during the last five years. 

© The p1:essure of repayment of the principal and payment of interest on the market loans 
I 

and external debt have already turned the market loans during 1996-97 and external debt 

since 1994-95 into an appU.caltioHll ~atlbleir tl!nal!ll a iresoll!lrce dluirillllg 1996-97. In order to 
I 

use these channels as a net resource after repayment of the principal and payment of the 
! 

interest, Government wiH be compeUed to borrow more, exerting still more pressure on 

the budget in the coming years. 
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Appropriation Accounts 
At a glance: (Civil ministries and UTs) 

I:.\:;:::::::.:::Ht~:,.::::.::::: .... :~:~:::;j~;:'f9t~l . ..!~llm~9(gr~.~ts]lt::::MrMi·::::::.::::::::.;;:,:&:rn:;i~l•trn::::::::::::::;::::::::::tllif:::::::;s1::~1H:~@lili::::iliIM1~:I::~t,,~] 
Of which 

]t= J? ·::.;::,. '''f'11i!'!filtl'~t~tp~9.v~ion ·* ''.·=··--·-· '.,.,.,., ... ,."., 

Of which 

~:,.:~1~il11il~l!ll!il111.:.~;~~:.c:;:'.
1

;~~~1~~~~-:···11111,~:- -~~,.j~i:~~~:~~rt 
Provision for recoveries Rs 6586. 72 crore 

~-•• _8±:1&11~:1111m:~:ili~ t~i!rAEii'~f.'llf6viSJQ~'.:·:r::ri:::::::: ~;:;:::::::r:=·m]=:::::;::;:;:::;:u::I;·:·:·;.:::rnm::::0:::::::·:::·:::::.:·:. ·:~·::!iJ.~i~~~;::t.r.9~::::: 

Of which 

Voted 
Charged 

Rs 81398.69 crore 
Rs 86785 .12 crore Rs 168183.81 crore 

:::::::c--:::::•:··r::,t·:--·:,::rn::t11::·:::::: iiJ~aw~ir'· .. ,::::::::::j:::::::1~m1:r;:m;;;:::@:::::~:::::m llL: ==<•t??'.w,,,,=))\'t'·m:::::::::m 

Voted Rs 14917.65 crore 
Charged Rs 193570.03 crore Rs 208487.68 crore 

1·:::_i~i.i_~:~-~~l!1iiltl~!lilih~I~~~~i~&l=l.1~;:1:1 ~:::::: :::=. ·· = ~1:!!;iii:iili;ii~1:~:::1!i:i~11:1:111:!1ii.11·:~:~;,~·~lil·;ill·\·:111;li[i.\i,!tlil-I 
Voted Rs 6121 .51 crore 
Charged Rs 6.04 crore Rs 6127.55 crore 

~:i~i:1:::11rn1I&1tm1m; fTii~1::P.~~::~~1>eri~~tq~=::••:•::·;: i:sf&L::·rn:.::::.:. ~-- _,. ~.:=1:;·,· ,·:ij!·::~t9.~~~~(~r~~;:: 

~fg'a;ij~i/~;1--
*This does not include the.figures of Railway, Defence and P&T 
# Includes repayments of debt 

Savings 
• The saving of Rs 44231.22 crore constituted 10.51 per cent of the total authorisation. It 

was six times the supplementary grant/appropriation of Rs 7326.86 crore. Excluding the 
savings due to the less repayment of 91 days Ad hoc Treasury Bills on account of less 
drawal and consequent less payment of interest on it, the effective savings were Rs 
14744.43 crore, 

• In 27 cases of 21 grants and four appropriations, savings of Rs 9360.63 crore and Rs 
32869.98 crore respectively were in excess of Rs 100 crore. 
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• Large savings occurred in developmental areas. Some of the major savings .. :\Vere in the 
Ministtj.es of Agriculture (Rs 631 crore), Chemicals and Fertilisers (Rs 442.:crnre), Rural 
Areas and Employment (Rs 837 crore), Industry (Rs285 crore) and Water Resources (Rs 
402 crore), Departments of Expenditure ( Rs 4000 crore), Health (Rs 122 crore), 
Education (Rs 792 crore), Urban Development (Rs 11 l crore) etc. Some of the schemes 
in these areas failed to take off during the year as per the plan. 

• In 33 cases involving 2,8 grants and one appropriation, savings of Rs 1-542. 76 crore and Rs 
50 crore respective1l, were between Rs.100 · crore and 20 er ore. . 

• In 20 voted grants and 2) appropriations, concerned ministries/departmtmts did not 
surrender the savings. 

Excess expenditure over authorisation 
• In five grants and two appropriations, the expenditure exceeded the authorised amount 

by Rs 67 .29 crore in civil ministries, which requires regularisation in terms of Article 115 
(l)(b) of the Constitution. 

• Of the excess expenditure during the year, one grant (No.82 - Urban Development, Urban 
Employment and Poverty Alleviation) alone accounted for Rs 50.15 crore. 

Charged expenditure 
• The Charged e~pep.diture of civil mjnistries constituted between 66 and 74 pef'r;ent of the 

total expenditure dUring 1992-97, ... ,. 
• The scope of the financial control gets limited to a relatively small portio~ · ·of the total 

expenditure because charged expenditure is not subject to vote by Parliament 

Re-appropriations 
• Re-appropriations in 44 sub heads in 27 grants/appropriations were injudicious. The 

original provision under those heads to which the amounts were re-appropriated could not 
be utilised and the re-appropriated amounts remained totally unutilised. 

• In 11 sub heads in eight grants/appropriations, from which ministries approved re
appropriations ultimately ended up with excess. 

March rush 
• Ministriesldepartm~nt.s focurred large part of expenditure in the month ofM?.i~p~ 
• Expenditure incurred in March 1997 relating to 19 major hciids in 11 

grants/appropriations constituted 61 .22 per cent of the total expenditure. 
• Most of the ex:penditure on grants~ loans and investments etc. were released only in 
M&~. ~ 

Expenditure on New Service 
• In nine cases the expenditure by the Ministry of Finance, Department of Education, 

Department of Culture,, U .T. Chandigarh (Ministry of Home Affairs), Ministry of Labour 
and Department of Urban Development, Urban Employment and Poverty Alleviation 
infringed the provisions relating to New Service or New Instrument of Service. 
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Supplementary grants 

Ministry of Labour 
• Ministry failed to utilise Rs 88.57 crore in the Revenue (voted) section dunng the year. 
• Persistent savings ranging between 39 and 100 per cent occurred in grants in aid to State 

Government for Centrally Sponsored Plan Schemes. 
• Ministry also failed to utilise funds ranging between 10 and 87 per cent of allocated funds 

for labour welfare programme such as Iron, Manganese Chrome Ore Mines Labour 
Welfare, Limestone and Dolomite Mines Labour Welfare, Improvement in working 
condition of child/women labour etc. 

Ministry of Welfare 

Department of Atomic Energy 
• The Department re-appropriated Rs four crore from plan to non-plan without the prior 

approval of the Ministry of Finance. 
• There were persistent savings between 15 and 91 per cent of the provision under 

Modernisation and Replacement Schemes of existing plants, New Zircology Fabrication 
Plant, Variable Energy Cyclotron Centre and Nuclear Power Board etc. 

XII 



I I.II .1 . . ·, i •.' 

Part I 

Finance Accounts 

.· I .. fih1m 





I 
Ji.1 ·· Strn.cmre o1f Goveirlllment Accounts 

I 
Before the Government of India Act, 193 5 came into force, the 

Governor Genetal in Council was the custodian of the Public Account, 

which was a si
1

bgle account for the whole of India. All the financial· 

transactions of the erstwhile provincial Governments were effected through 
! 

the central baladce and their first effective record was their classification by 
. • I . . . 

the Accountant General (AG). The Account of each provincial 

Government w~s only .· a subsidiary account, and the balance of each 

provincial Govebment was only an account balance which was worked out 

bytheAG. I · . 
Consequ,ent 011 the coming into force of the Government of India 

Act, 193 5, thy [;balance. s of the provincial Government were, with effect 

from 1 April 193 7, physically separated from that of the Central 
I . • 

Government and a separate Pubhc Account was set up for each 

Government, in~o which aU moneys received by a Government, whether on 
! . 

revenue account or other account, were paid and credited and from which 

all disbursement~ on behalf of that Government were made. ! . . . . . . 

With the adoption of the Constitution, this single Public Account 

was divided intJ three separate parts.in which the transactions of the Union 
I . 

Government and of each State Governments are recorded; viz. (i) 

Consolidated Ftjnd, (ii) Contingency Fun,d and (iii) Public Account. 

I 
(i) Consoifidated Fuumd 

All reVeiues received by the Union Government, all loans raised by 
issue of treastitfy bills; of the internal and external loans and an· moneys 

received by t~e Government in . iepayment of loans shall form one 

consolidated fuhd entitled "The Consolidated Fund of India" established I . 
under Article 266(1) 

(ii) Contin~ency Fund .. 

Continglncy Fund ~f!ndia established under Article 267(1) of the 
. I . 

Constitution is I in the nature of an imprest placed at the disposa[ of the 

President to enable him to make advances to meet . urgent unforeseen 

I -1 

I 

I 
I 
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expenditure, pending authorisation by the Parliament. Approval of the 

legislature for such expenditure and for withdrawal of an equivalent amount 

from the Consolidated Fund is subsequently obtained, whereupon the 

advances from the Contingency Fund are recouped to the Fund. 

(iii) Public Account 

Besides the normal receipts and expenditure of Government which 

relate to the Consolidated Fund, certain other transactions enter 

Government Accounts, in respect of which Government acts more as a 

banker. Transactions relating to provident funds, small savings, other 

deposits, etc. are a few examples. The public moneys thus received are 

kept in the Public Account set up under Article 266(3) of the Constitution 

and the connected disbursements are also made therefrom. Generally 

speaking, Public Account funds do not belong to Government and have to 

be paid back some time or the other to the persons and authorities who 

deposited them. Parliamentary authori sation for payments from the Public 

Account is, therefore, not required. 

It is noteworthy here that, whereas in the case of the Consolidated 

and Contingency Funds, these have been named as FUND, in the case of 

Public Account, it is only an ACCOUNT. 

The table below depicts a summary of the accounts of the Union 

Government for the five years ending 1996-97. 

Table 1.1 : Summarised Accounts of Consolidated Fund and Public Account 

1996-97 1994-95 1992-93 
2829 2402 1919 

412911 316391 227238 
441559 354133 242709 

(-)28648 (-)37742 (-)15471 
127327 107671 72827 
99134 71 157 57895 
28193 365 14 14932 

2374 1174 1380 

Article 266 of the Constitution of India provides that "No moneys 

out of the Consolidated Fund of India or the Consolidated Fund of State 

shall be appropriated except in accordance with the law and for the 

purposes and in the manner provided in the Constitution" . This provision 

read with Articles 112 and 114, culminates in the Appropriation Act after 
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Annual Accounts of the 
Union GOvernment are 
presented as one volume 
of Finance Accounts and 

. five volumes of 
Appropriation Accounts. 

I 
I . 

the Demand for Grants of a financial year are voted by the Lok Sabha, and 

the connected ~ppropriation Bill is·passed .. by the Parliament. and assented 

to byJhe President oflndia. ·Also, Sections 2 and 3 of the Appropriation 

Act provide as bnder ~ 
. · · 'From tjut of the Consolidated Fund of India, there may be paid and 

applied:· sums rtot exceeding those specified in column 3 of the Schedule 
. I . ,. 

amounting in the aggregate towards· defraying the several charges which 

·will come in cJurse of payment during the financial year in respect of the 

services specifikd in column 2 of the .Schedule. 

The su+s authorised to be paid and applied from and out of the . 

Consolidated Fund of India by this Act shall be appropriated for the 

services and pbrposes expressed in the Schedule in relation to the said 

year'. I . · . . . 

It would ·be observed· from the table 1.1 above that the amount of 
I . . . . 

withdrawal during each year exceeded the amount available in Consolidated 

Fund of India. /Public Account of India, ccmiprising money which does not 

belong to Government, is being used for expenditure. In that sense, to the 

extent the bala~ces in the Public Accounts are used for disbursements from 

the Consolidaied Fund of. India, it constituted a borrowing by the 

Government. 

! 

1.2 Annual Accounts 
I 

. The acdounts ofthe·Union Government are prepared in six volumes, 

. viz., the Finande Accounts covering the consolidated position of the Union 

.•. · Government aJd Appropriation Accounts relating to Civil Ministries, Postal 

Sel"Vices, Teldcommunications, Defence Services and Railways. The 

Finance Acco~nts present the details of all the trap.sactions pertaining to 

. both · receipts J and expenditure unde.r .appropriate classification in the 
Government accounts. The Appropnat1on Accounts on the other hand, 

. present the d~iails of amounts actually spent by Government vis-a-vis the 

amounts authbrisedl by the Parliament in the budget grants. Any 

e~penditure Ji . excess of the grants requires regularisation by the 

Parliament. [ 
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Audit Reports of the 
CAG are presented in 
different volumes based 
on the categories of 
transactions. 

1.3 Audit Reports of the CAG 

The Finance Accounts and the Appropriation Accounts as well as 

various transactions in these accounts are audit~d by the Comptroller & 

Auditor General of India in accordance with the CAG' s (Duties, Powers & 

Conditions of Service) Act, 1971. CAG certifies the accounts and also 

submits Audit Reports to the ·President in terms of Article 151 of the 

Constitution of India. 

CAG' s Audit Reports on the accounts of the Union for the year 

'.In addition to these, several Audit Reports (Commercial) are also 

submitted to the President on the working of public enterprises under the 

Union Government. 

1.4 Finance Accounts 

Unlike the Appropriation Accounts, which include the expenditure 

against the authorisation from the Consolidated Fund of India, the Finance · 

Accounts deal with the details of receipt and disbursement from all three 
---parts of Government accounts viz. the Consolidated Fund, the Public 

4 



- I -
Account and tpe Contingency Fund. They comprise the accounts of the 

Union Govenbent as . a whole, incorporating transactions of Civil 

Ministries, Ddfence, Posts,· Telecommunications and. Railways. They 

represent the ~ccounts of receipts and outg~ings from the Consolidated 

Fund_ of India !and the Public Account along with the accounts of public 
. I . . • • . 

debt and other liabilities as recorded in the accounts. I . . . 

The Fi9ance Accounts are presented in two parts: Part I containing 

Summarised Stlitements and Part II containing Detailed Accounts and other 

st~tements. A~art from the summary of all the transactions in the 
I 

Government A.I ccount, the Finance Ac. counts contain the foHowing 
statements: 

(a) Summary of debt position 
I . . . .. . 

(b) Loans and advances by Union Government 

( c) puaraniees given by the Union Government 

(d) Summary ofbalances 

These ~re supported by detailed statements of revenue receipts, 

capital··. receiptJ, revenue and q1.pital expenditure, investments made by 

Goveffiment abd detailed_. account of debt· liabilities and other public 

account transf ohs as well as account ofthe Contingency Fund. 

J.5 Price irends and GDP growth . 

I - -
_As p.er jthe Reserve_ B~nk of Indi_a's Annual Repo~ 1.996-97, the 

annual mflatlon rate measured m terms of the wholesale pnce· mdex for aH 

commodities ok the end of period basis moved up to 6.9 per cent in 1996-
1 . . 

· 97 as compared to five per cent in 1995-96. However, on average basis it 

declined to 6.4[.per_ cent as c~mpared to 7."8 p~r cent in 1995-96. There 
were a substantial differences m the rate of mflation between the whole sale 

price index anJ consumer price index both in 1995_;96 and 1996-97. Oh an 

average basis t~e consumer price indices were 10 per cent and 9. 4 per cent 

during 1995-96 and 1996-97 respectively. 

The trend of r~al growth' of GDP along with sectoral composition for the 

last two decades was as under: 
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It.is pertinent to m~ntion that growth of agriculture and allied sector 

increased from Rs 42085· crore in 1976-77 to Rs 77564 crore in 1996-97, 

which constitut~d anincrease of 84.3 per cent. On the other hand, increase 

of service sector was 243. 7 per cent over the same period. The increase of 

In.dustry sector (induding manufactµring)was238.8 per cent over the same 

period. 

1.6 Ana~ysis and Audit findings . 

In the. chapters that follow, . an analysis of various important facets 

of the figures included in the Finance Accounts has been presented. 

Wherever possi]Jle, a trend spanning a period of five years or more has 

been presented for a balanced appreciation. The observations pertaining to 

the correctness . and validity of accounts are based on the test check of 

a~counts and.detailed scrutiny in selected areas, 
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Share of borrowed funds 
in the receipt of 
Consolidated Fund of 
India increased to 61.5 
per cent. 

2.1 Receipts and disbursements 

2.1 : Receipts and disbursements 

540237 

470939 

424062 

386555 

300065 

2.1.1 Analysis of receipts 

The totaJ receipts 

and disbursements 

of the Union 

Government during 

the last five years 

were as under : 

(Rupees in crore) 

-

The total gross receipts of the Union Government increased from 

Rs 300065 crore in 1992-93 to Rs 540237 crore in 1996-97, which constituted 

an increase of 80 per cent. Of the totaJ receipts, borrowed funds constituted 

58.3 per cent and 61.5 per cent during 1992-93 and 1996-97 respectively. 

Thus, more than half of the receipts of the Union Government came through 

borrowed or repayable funds such as public debt, provident funds, smaJl 

savings etc. Excluding the 9 1 days ad hoc treasury bills the gross receipts was 

Rs 450632 crore against the gross di sbursements of Rs 455773 crore. 
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60 per cent of total 
disbursements was 
applied towards debt 
servicing. 

In 1976-77 the entire debt 
raised was used for capital 
formation 1>urposes, which 
sli1>ped to 6-' per cent by 
1996-97. 

2.1.2 Analysis of disbursement 

Similarly, a major portion of the total disbursement of the Union 

Government was uti li sed towards repayment of borrowed funds. 42.4 per cent 

of the total disbursement was applied to repayment of debt during 1992-93. It 

rose to 48. 7 per cent during 1996-97. Furthermore, 10.3 per cent of the total 

expenditure was consumed towards interest payment on the borrowed funds 

during 1992-93 which increased to 11 pe1 cent during 1996-97. Thus, nearly 

60 per cent of the total disbursement was for the servicing of debt and other 

liabilities. 

2.2 Debt and capital expenditure 

The growth of debt as compared to the capital expenditure of the Union 

Government was as under: 

Table 2.2(i) : Growth of debt and capital expenditure 

Total outstanding 

debt' 

675676 

166546 

33607 

(Rupees in crore) 

% of capital 

expenditure 

to debt 

64.10 

86.50 

109.47 

• 
The total liabilities of the Union Government reckoning external debt at 

historical cost increased from Rs 33607 crore in 1976-77 to Rs 675676 crore in 

1996-97, which constituted an increase of 1910.5 per cent. At the same time, 

the total progressive capital formation expenditure and lending of the Union 

Government increased by I 077 .3 per cent only over the same period. 

It is noteworthy to mention that during 1976-77, the total progressive 

capita] expenditure (capital + loan) was I 09.5 per cent of the total debt 

outstanding as on 3 1 March 1977. In other words, the entire debt was being 

utilised towards asset creating expenditure. This trend deteriorated in the 

subsequent years and the gap between debt and capital expenditure widened. 

External debt a t historical cost 
8 



AilD d!efnclits ountstiri.pped! 
Bundget Esti.mates. 

I 
I 

During 1996-97, the total asset creating expenditure (capital formation+ loans 

and advances) conJtituted only 64 per cent of the total debt outstanding as on 
. I . 

31 March 1997. The above position worsened due to steep climb in revenue 

deficit which dete~iorated from a surplus of Rs 280 crore in 1976-77 to a 

deficit of Rs 32651 crore in 1996-97. However, the total progressive capital 

expenditure are ne~ of expenditure met from recoveries/revenues and various 
reserve and-development funds. · 

During !99~-97, the internal borrowings increased to Rs 621437 crote 

from .Rs 554984 cr?re in 1995-96 .. Similarly, the external debt at historical cost 

increased from Rs 51249 crore to Rs 54239 crore. The total debt burden ofthe . I . , 
Union Governmenl at the end ofthe year 1995-96 was Rs 675676 crore (55 

per cent of the GDP). If the external debt is translated at the rate of exchange 

on 31 March 1997 ,I the total debt burden will be Rs 770513 crore, which is 60 
I . 

per cent of GDP* at the current market rate. 
I . ., 

It is notewcbrthy that all the deficits viz. fiscal, revenue and budgetary 

exceeded the BudJet E&timates for 1996-97 as evidenced by. the table given 
below: j . 

Tabie 2.2qo : Comparison oJf d!efi.cit with Budge1!: Esttimma1l:es 

I · (Rillpees Rl!Il ternll"e} 

ll~~l:i!!:i:::llll~~i!:i:i:i:i:i:::::::::::=:::,:,,·§P.Mii!::q,~!~m~!l'i:·:.:=:,:.~~::1;::::lllll!:!i:il!:::::,,:·=::,:=1iif:ii~::@¥~~-::~§l:::11:::::::::::::1I 

•a,11m1-1· 
Measures thken to control the deficits were not successful in limiting 

... . I 
them to budgeted figures. 

I 
i 
I . 

I . d. 2.3 !mpact off debt on sectoral spen nll.g . · 

The increa1ng burden of servicing of debt and other liabilities, claimed 
more than the entife revenue receipts ofUnion Government and constituted 57 

per cent of the t?tal disbursement. The compulsion to service debt While 

containing the deficit has been at the cost of key sectors, where outlays have 

decelerated or in sbme cases contnicted, as discussed in Chapter IV. 

Quick Estimktes: Rs 1276974 crore 
9 

I 
I 

.1 

i 
. i 



2.4 Reporting pmramete.rn . 

In all chapters in this Report, for the facility of comparison, changes in 

receipts and expenditure of all sectors have been presented in terms of quick 

estimates of GDP for 1996~97 .at .market prices notified by the Central · 

Statistical Organistion. For the earlier years also, the quick estimates figtires of 
. . . 

GDP were used for analysis. Though after presentation of every year's Audit 

Reports, final figures of GDP are available, the quick estimates used in earlier 

Reports have been used for the relevant years to maintain uniformity All other 

figures from the Finance Accounts have been suitably rounded off, wherever 

necessary.· 

2o5 Summary of :financial position 

A detailed statement· of the financial position of the Union Government 

during the last five years is enclosed at Appendix I. 
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Revenue receipt dropped 
from 17.11 per cent to 
16.23 per cent of GDP 
over the last five years. 

. . , Gfli\.RTE_R HI: Receipts 

3.1 Revenue receipts 

Revenue receipts 

consist of tax revenue, 

non-tax revenue and 

others. Tax revenue 

compnses proceeds of 

taxes and other duties 

levied by the Union 

Government viz. taxes 

on income and 

expenditure, customs, 

union excise duty etc. 

Non-tax revenue comprises of interest receipts, dividends and profits, 

miscellaneous general services, broadcasting, petroleum, power, railways, 

postal and telecommunications receipts etc. 

An analysis of total gross revenue receipts during the last five years 

shows the fo llowing : 

Table 3.1 : Growth of revenue receipts 

Actual 

Receipts 

(gross)° 

207234 

179845 

155230 
127369 
120279 

(Rupees in crore) 

% age 

increase 

15.22 

15.85 

21.87 

5.89 

14.62 

Revenue receipts increased from Rs 120279 crore in 1992-93 to 

Rs 207234 crore in 1996-97, which constituted an increase of 72.29 per 

cent. However, as percentage of GDP it declined by 0.88 percentage point 

Inclusive of share of net proceeds of taxes on income other than 
corporation tax and State' s share of union excise duties. 

11 



Tax revenue slipped 
from 10;62 per cent to 
10.08 per cent of GDP 
over the last five years. 

over the same period. Revenue receipts constituted 16:23 per cent of the. 

GDP during 1996-97 and registered 0.14 percentage point decrease over 

the previous year. In absolute terms the revenue. receipts increased from 

Rs 179845 crore in 1995-96 to Rs 207234 crore in 1996-97, which 

constituted an increase of 15.22 per cent against the percentage growth of 

15.85 per cent during 1995-96. 

The rise in revenue receipts during 1996-97 is mainly attributed to 

increase in corporation tax (Rs 207_9 crore ), taxes on income other than 

corporation tax (Rs 400 crore), custom!; duty (Rs 7094 crore), union excise 

duties (Rs 4821 crore ); interest tax (Rs 542 crore ), service tax (Rs 198 

crore), interest receipts (Rs 3689 crore), miscellan~ous general services (Rs 

.192 crore ), dividends. & profits (Rs 987 crore), broadcasting (Rs 209 crore) 

telecommunication receipt (Rs 2506 crore) and railways commercial lines 

revenue receipt (Rs 1881 crore). 

The trend of the gross tax revenue during the last two decades 

including the five years of current decade was as under :-

Talblle 3.2.1 : Growth of tax revemne 

(RU!pees nHU 1Cir01re) 

The total gross tax collection of the Union Government increased. 

from Rs 74639 crore in 1992-93 to Rs 128762 crore in 1996-97 which 

constituted an increase of 72.51 per cent. As percentage of GDP , tax 

revenue has been oscillating around 10 per cent without significant break 

through. The growth of tax revenue which showed a substantial increase of 

21.85 per cent in 1994-95 over the previous year declined to 15.76 per cent 

in 1996-97. 

12 



I 
Share of indirect taxes in 
total tax revenue 
declined. 

The share of tax revenue as percentage of GDP increased from 

9. 73 per cent in 197 6-77 to 11. 21 per cent in 1986-8 7, but came down to 

10.08 per cent in 1996-97. Similarly the share of tax revenue in revenue 

receipts, which was 62.49 per cent and 62. 54 per cent during 1976-77 and 

1986-87 respectively remained stagnant at 62.13 per cent in 1996-97. 

Detailed observations on tax revenue (direct and indirect) are contained in 

CA G's Reports No. 10, 1 I and 12 of 1998 on Revenue Receipts. 

3.2.2 Direct and indirect taxes 

r Direct & Indirect taxes ~ 

95000 - -G811-

85000 
........ 

75000 
~ 

~ 65000 
653~ ··~ 

!! 66497 
u -.E 55000 

56"4 . 
~ 45000 

33564 33896 
35000 -

HJ -
25000 18142 2Q2t8 

-
15000 -

1992-93 1993-94 1994-95 199S-96 1996-97 
\... ~taxes - Indirect taxes 

The gross 

collection of direct 

taxes and indirect 

taxes during the 

last five years was 

as under : 

Table 3.2.2 : Growth of direct and indirect taxes 

38895 
33564 
26971 
20298 
18142 

30.21 
30. 18 
29.22 
26.80 
24.3 1 II 

(Rupees in crore) 

7.03 
7. 1 
6.9 
6.9 
8.0 

Over the five year period 1992-97 the direct taxes (gross) increased 

by 114 per cent from Rs 18 142 crore to Rs 38895 crore. During the same 

period the indirect taxes increased by only 59 per cent from Rs 56497 crore 

to Rs 89867 crore. During this period the direct taxes as percentage of 

GDP increased from 2.58 per cent to 3.05 per cent, while the indirect taxes 

dropped from eight per cent to 7.4 per cent. 

As percentage of total tax revenue the direct taxes went up from 

24.31 per cent in 1992-93 to 30.21 per cent in 1996-97, while the share of 

indirect taxes declined from 75.69 per cent to 69. 79 per cent. 
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Collection both direct 
and indirect taxes fell 
short of the estimates. 

3.2.3 Actual collection vis-a-vis estimates 

The actual gross collection of both direct taxes and indirect taxes 

during 1996-97 were lower than the estimates as under : 

Table 3.2.3(i) : Comparison of tax revenue with Budget Estimates 

(Rupees in crore) 

Budget 

Estimates 

38883 

92928 

It would be seen from the above that the actuals were much lower 

with reference to both the Budget Estimates and the Revised Estimates. 

The difference was more pronounced in indirect taxes. 

The major components of direct and indirect taxes were as under : 

Table 3.2.3(ii) : Major components of direct taxes and indirect taxes 
Ru ees in crore 

BE 111!]11~1~1 Actual iill'ft~ffi~Jll~,~=~~ 
~~~~;;;;;;;;:~~~;;;;;;;:;;;;;;;;;;;;;;;:~5 

Corporation tax, custom 
and union excise duties 
fell short of BEs and all 
tax revenues, except 
service tax fell short of 
the REs. 

The above three components viz. corporation tax, income tax and 

interest tax constituted 99 per cent of the direct taxes. The corporation tax 

fell short by Rs 1033 crore over Budget Estimates and Rs 443 crore over 

Revised Estimates. The actual receipt of other two components was also 

lower than the Revised Estimates. These fell short by Rs 609 crore and 

Rs 288 crore respectively over the Revised Estimates for the year 1996-97. 

Customs duty, union excise duties and service tax also constituted 

99 per cent of the total indirect taxes. The customs receipt and union 

excise duties also fell short over the Budget Estimates as well as the 

Revised Estimates. 
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Different taxes and duties collected by the Union are assigned to/ 

distributed among the States partly or entirely under Article 269 (duties and 
I 

taxes relating to I succession to property other than agricultural land, estate 

duty in respect of property, taxes on railway fares and freights, taxes other 

than stamp dutiJs on transactions in stock-exchange and futures markets 

etc.), Article 27~ (taxes on inco.me other than agricuhural income) and 

Article 272 (net1 proceeds of union excise duties) of the Constitution of 

India:. 

During tne last five years the assignment of net proceeds of taxes 
I 

and duties under :the Constitution among the States was as under : 

Talbillb 3.2.J(illi) : Tral!Ilsfor to States 

I (Riuqpees nllll II:ll"l{J)R"<e) 

iifu3~t±Tiillfilfilmfilfilhlifilill[IT~00][filfill~~TIEE1 
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3.2.4 Customs and excise duties 

The growth of customs and gross union excise receipts during last 

two decades and during the last five years which are the major components 

in the entire tax revenue was as under: 

Table 3.2.4(i) : Custom and union excise duty 

(Rupees in crore) 

• Customs - Excise 

42851 45008 

37757 40187 

26789 37347 

22193 31697 

23776 30832 

11475 14470 

1554 4221 

Customs duty increased by 27.57 times from Rs 1554 crore m 

1976-77 to Rs 42851 crore in 1996-97. On the other hand, growth of 

excise duty was only about 10.66 times over the same period, though the 

share of manufacturing sector in the GDP increased from 17.5 per cent in 

1976-77 to 22.6 per cent in 1996-97. As percentage of GDP, the custom 

duty increased from 1.83 to 3.36 over the period 1976-77 to 1996-97, the 

uni·on excise duty dropped from 4. 97 to 3. 52 during the same period. 

The growth of custom and union excise receipts and the collection 

charges during the last five years was as under : 

Table 3.2.4(ii) : Customs and union excise duties and collection charges 

(Rupees in crore) 

• -
26789 

16 

37347 

31697 

30832 



Customs duty grew at a 
mlllclln fasten.. rate than 
the u.nion exciise duties. 

Non-tax revenues as 
percentage of GDP has 
declined. 

I 

I 

I 
The groWth of customs duty during the five years since 

liberalisation of +onomy in 1992-93 was 80.2 per cent in 1996-97 over 

1992-93, whereas the growth of excise duty was only 46 per cent over the 

same period. ThJ share of manufacturing Sector in GDP increased from 20 
I . . 

per cent in 1992-93 t() 22
7
6 per cent in 1996-97. 

It is inter~sting to note that the collection charges of excise duty 

increased from R~ 197 crore in.1992-93 to Rs 335 crore in 1996-97, which 

constituted an idcrease of 70 per cent against 46 per cent increase in 
I 

receipts. On tile other hand, the collection charges on customs duty 
. I . . . 
mcreased by 125 per cent over the same penod. 

Thus, in terms of percentage increase, the collection charges have 

far outstripped tlie growth in actual collection. · 

I . -
.· I . 

3.3 N([}n~faJ\I'. revemxe 

1. 

The groJth of non-Jax. revenue for the last two decades, including 
I . . . . . . . 

the last five yearj of the current d~cade was as under : . · 

I Table 3.3 : Growth of non-fax irevenue 

/ (Runpees nn ciroire) 

I· 
! 



_However; it declined to 3 7. 86 per cent in 1996...;97. As percentage of GDP 

it increased from 5. 84 per cent in 197 6-77 to 6. 71 per cent in 1986-87. 

But it decreased to 6.15per cent in 1996-97. 

3.3.1 Interest receipts and dividends 

The components of interest receipt and dividend and profit have 

been analysed as under : 

Ta.Me 3.3.ll. : Comparison of interest receipts, dividends and! profits with 

mm-tax reveinme 

(Rupees illll uore) 

Interest receipts increased from Rs 12521 crore in 1992-93 to 

Rs 22119 crore in 1996-97, which constituted an increase of 76.7 per cent. 

The share of interest receipts in non-tax revenue increased from 27.43 per 

cent in 1992-93 to 29 .20 per cent in 1993-94 but decreased to 25 .12 per 

cent in 1994-95. It stood at 28.19 per cent in 1996-9T 

Of the total dividend and profits of Rs 6293 crore during 1996-97, 

Rs 1691.78 crore was dividend from the PSUs, while the share of surplus 

profits from RBI, LIC, Nationalised Banlcs and IDBI were Rs 3938.39 

crore, Rs 276.37 crore, Rs 209.77 crore and Rs 198.71 crore respectively. 

Reserve Bank of India transferred Rs 3 93 8 · crore to the Government 

account during 1996-97. Of this, Rs 2438 crore was transferred to meet 

. the exchange risk liability relating to FCNRA deposits on the outflows of . 

US $ 2606 million during 01 July 1995 to 30 June 1996 to enable the 

Union Government to meet the losses without any budgetary provision. 
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~· 
1~6:97 
1995 .. 96 

ii 
Total expenditure as 
percentage of GDP came 
down over last five 
years. 

4.1 Trend of expenditure 
As against the ' total 

disbursements' , which include the 

repayment of debt and public 

account payments, the term ' total 

expenditure' has been used in this 

Report to denote all expenditure, 

both revenue and capital, out of 

the Consolidated Fund of India, 

excluding the repayment of debt. 

The total expenditure out of the Consolidated Fund of India of the 

Union Government, excluding the repayment of debt, during the last five 

years is given below. The figures of total expenditure of Union 

Government during the last two decades are given in Appendix II. 

Table 4.l(i) : Total expenditure of Union Government 

Loans and 
advances 

Pl•n ."G' 
!5737 l32~8: 

·=· 

124 1 7 l2J9'1 

1293 2 10,~~~ 
~ ~ ~! ~ ':·::·:·\:::::~.·1lilli1:: 

(Rupees in crore) 

" Thtal :::=~.!lili~l~ 

Plan CJtA 
·:·J>1al ;l:m 

55016 21so~s.w 

4 7224 1934l~:;; 
5 I 779 J69Qg}.f:J!; 

;~:~~ 1~11 
; · ·:·:::·:·:·:::'.:::: 

Total expenditure of the Union Government increased from Rs 

240656 crore in 1995 .96 to Rs 27 111 1 crore in 1996-97 which constituted 

an increase of 12.65 per cent over the previous year. As percentage of 

GDP it declined from 21 . 9 1 per cent in 1995-96 to 21 .23 per cent in 1996-

97. During 1996-97 the plan expenditure was 20.32 per cent of the total 

expenditure, whereas the non-plan expenditure was 79.68 per cent. 

However, plan expenditure as percentage of total expenditure increased 

marginally by 0 . 7 percentage points in 1996-97 as compared to 1995-96. 
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Increase inn irevemne 
receipts dlid nnot matcln 
the Ji.111cirease illll 
expenditure, 
necessitating moire 
dependence on bormwedl 
funds. 

'fine redUJ1ction irrn 
expendifuire as 
percentage of GDJP ·was 
attributed l!argely idlue to 
reduction iilm capital 
expenditure. 

Total deficit in 
Consolidated! Fund of - . . . 

India incr:eased to nearly 
18 times over Hast two 
decades. 

Over the five year period since 1992-93, the _total expenditure 

increased from Rs 170999 crore to Rs 271111 crore, which .constituted an 

increase of over 58 per cent, while the revenue recejpts during tire· same 
. . 

period increased by 72 per cent. However, in absolute terms while the total 

expenditure increased by Rs 100112 crore, the revenue receipts increased 

only by Rs 86955 crore increasing the dependence on borrowed funds by 

about Rs 13157 crore. 

The· total expenditur~ of Union· Government. declined from an 

average of 26per cent of GDP during the period 1987.:88 to 1991-92, to 

an average of 23 per cent between 1992-93 ·and 1996-97. This decline was 

achieved by (i) reduction in asset creation from 6.48 per cent in 1992-93 to 

4.63 per cent in 1996-97 and (ii) compression in expenditure on services 

provided by Government from 17. 7 6 per cent to 15. 78 per cent ·during the 

same period. Expenditure on interest payments continued to increase. 

Over the five year period, the average share of capital expenditure 

(including loans) in the total expenditure sharpiy_ declined from 24.99 per 

cent during 1987-92 to 19.88 per cent during 1992-97. 

Over the last two decades, since 197 6-77 the position has been as 

under: 

Table 4.l(ii) : Receiipt mnd expenditure in Consolidated! Fm11id of Indim 
(Rupees in ciro!l"e 

The total expenditure of the Union Government in the Consolidated 

Fund of India increased from Rs 17654 crore in 1976-77 to Rs 2711 U 

crore in 1996-97, which constituted an increase. of 15.36 times. On the 

other hand, the growth of total receipt was 14.64 times over the same 

period. As a result of this; total deficit in Consolidated Fund increased 

from Rs 3800 crore in 1976~77 to Rs 68242 crcire in 1996-97, which 

constituted an increase of 17.96 times. 

As would be evident. from analysi~ presented in paragraph 5 .2 

interest payments on borrowed funds contributed significantly to the 

·increase in the revenue expenditure. 
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4.2 Sectoral expenditure 

In the accounts of Union Government, the transactions are 

accounted under variou.s heads which, in turn, are grouped into sectors . ... 
The expenditure heads are grouped into General Services, Social Services 

and Economic Services. Specifi c functions or services are grouped in a 

sector. For example, Education, Sports, Art and Culture, Health and 

Family Welfare, Water Supply and Sanitation, Housing and Urban 

Development etc. are grouped under Social Services. Similarly, 

Agriculture, Rural Development, Irrigation and Flood Control, Energy, 

Industry and Mines, Transport Communication, Science, Technology and 

Environment, Tourism, Foreign Trade and Civil Supplies etc. are included 

in Economic Services. The General Services on the other hand include the 

expenditure on organs of State, Collection of Taxes on Commodities and 

Services, Fiscal Services, Interest Payments, Administrative Services, 

Defence Services and Pensions. 

The sectoral classification , therefore, broadly indicates the 

expenditure on the group of specific functions and services. Grants-in-aid 

to State Governments represent a block of distinct expenditure, where 

detailed utilisation is reflected in the accounts of respective State 

Governments. These along with loans to State Governments have been 

analysed separately. A key trend has been movement towards providing 

services rather than creation of assets. 

The sectorwise trend of the expenditure presented on the above 

basis is analysed in the succeeding paragraphs. 

Table 4.2: Sectoral expenditure of Union Government 

(Rupees in crore) 

'~ <<«<h'. 

,,,JI ta gm 
This classification excludes loans to foreign Governments. State Governments, U.T. 
Governments and revenue expenditure on account of grant-in-aid, which do not fall 
distinctly under any specific group. 

J This classification includes loans to Government servants and miscellaneous loans. 
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The expenditure on 
Education alllld! Health 
as percentage of GDP 
declined over . the llast . 
five years. 

Large scale savings 
occurred in the giramts 
for Social Services 
sector. 

In absolute terms, the expenditure on ·General Services increased 

from Rs 6B66 crore in 1992-93 to Rs 107335 crore in 1996-97, which 

constituted an increase of 75. per cent, whereas the increase on Social 

Services and Economic· Services was 95 per cent and 45 per cent 

respectively over the same period. As a proportion of the total. 

expenditure, the share of expenditure on General Services increased! from 

3 5. 8 9 per cent in 1992-93 to 3 9. 5 9 per cent in .1996-97 but as percentage 

· of GDP, it declined by 0.33 percentage point over the same period. 

The share of Social Services to total expenditure increased from 

three percent in 1992'-93 to 3.70 per cen.t in 1996-97, and as percent~ge.of 

GDP it increased from 0: 73 per cent to 0. 78 per cent. 

The expenditure on Education, which is a major component of 

social service, as percentage of total expenditure decreased from 1.19 per 

. cent in 1992-93 to 1.18 per cent in 1996-97 and as a percentage of GDP, 

the expenditure on Education decreased from 0.29 per cent to 0.25 per 

cent over the same period. 

The cut in expenditure on Health and Family Welfare has been more · 

severe. It declined from 0 .4 3 per cent of total expenditure in 1992-93 to 

0.38 per cent in 1995-96. However, it increased to 0.44 per cent in 1996-

97. But as a percentage of the GDP it declined from 0.11 per cent in 1992-

93 to 0.09 per cent in 1996-97. 

The general decline in application of funds to the Social sector has · 

also been due to savings in budgetary allocation to. programmes in this 
. . 

sector. It is noteworthy that allocations given in the budget for Education, 

Health and Family Welfare aggregating to Rs 1061 crore could' not be spent· 

during 1996-97. 

The share of Economic Services which includes crucial . 

infrastructure sectors like roads, coal, power etc. decreased from 32.90 per 

.cent of total expenditure in 1995-96 to 31.09 per cent during 1996-97, 

which was the lowest during the last five years. As percentage of GDP, it 

dropped from 7.21 per cent to 6.60 per cent over the same period, which 

was much lower than 8.30 per cent registered five years earlier during 

1992-93. Government spending on Economic Services is shoWing a 

continuous declining trend despite concern expressed by Government in its 

budget for 1996-97, particularly with regard to power and roads - which 

are keys to sustain a growth rate for country's economy. 
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Tirrunslfeirs lto Resen:ve 
Funmlls are far iiHll eicess 
off reqrUJ1iiireme1ID.1t oJf 
~xpelllldliilttinire 11Illllldleir ltliltem. 

4.3 Tiransfoir t@ Resenr~ IFIDil!D.dls 

S 
. I -C h . f G. . . : . 

ome part ur t e revenue o overnment 1s set apart m a separate 
I . . 

fund for specific objects like Sugar Development Fund, National Renewal 

Fund and -oth~r Welfare -Reserve Funds. These amounts are withdrawn 

from .. the ConJoHdated Fund of fodia with the approval of JP'~rliament and 

trarisferred to [the reserve- fonds· for expeiiditu_re ~n s~ecific obj~cts. The 

. last eleven year& trend of a few Reserve Funds 1s given m Appendix III 

. ·Kt woblid be observed ·from the Appendix that the amount 

transferred . by! the Government to most of the Res.erve Funds are far in 

excess of requirements and calls for a need based transfer. 
('. 
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Revenue expenditure as 
percentage of GDP 
declined over the last 
five years but interest 
payment increased 
during the same period. 

5.1 Trend of revenue expenditure 

Revenue expenditure is 

for the normal day to 

day runrung of 

Government, 

departments and 

vanous services, 

interest charges on debt 

incurred by 

Government, subsidies, 

etc. 

Broadly speaking, expenditure which does not result in creation of assets is 

treated as revenue expenditure. All grants given to State Governments and 

others are al so treated as revenue expenditure even though some of the 

grants may be for creation of assets. 

Over the two year period, the revenue expenditure increased from 

Rs 198302 crore in 1995-96 to Rs 2263 72 crore in 1996-97, which 

constituted an increase of 14 per cent over the previous year. The non-plan 

revenue expenditure increased sharply by 15.2 per cent in 1996-97 over the 

previous year whereas the plan expenditure increased by 9.1 per cent over 

the same period. During the last five years, the revenue expenditure 

registered an increase of Rs 93578 crore, which was 70 per cent more than 

the revenue expenditure during 1992-93 . 

Table 5.1 : Revenue expenditure 

Total :; '"Jncreasi.ovff 
::·:;rttte P.ttti9µ$ x:~ .,.,,, . yi~t::r· 

Ru ees in crore 
Revenue 

expenditure as 
% a eofGDP 

1996 .. 97 ::; 31668 

n::ii~11.a~~::·1.ili! ;~~~! 
226372 
198302 
177699 
152317 
132794 

17.73 
18.05 
18.79 
19.02 
18.89 

: ::]'9§~9"4 ·:Jl 24890 
.·.,Jff~t".9.s A::; 19862 

While the revenue expenditure as percentage of GDP decreased 

from 18.89 per ce/11 to 17. 73 per cem over the five years 1992-97, the 



Expenditure on capital 
account including loans 
and advances decreased 
by 13 per cent over last 
two decades. 

interest payment component of the revenue expenditure increased from 

4.42 per cent to 4.66 per cent of the GDP. 

The increase of Rs 28070 crore in revenue expenditure during 

1996-97 over the previous year was mainly due to higher expenditure on 

interest payment (Rs 9433 crore), payment of States' share of excise duties 

(Rs 3534 crore), crop husbandry (Rs 364 crore), housing (Rs 937 crore), 

industries (Rs 1724 crore), food storage and warehousing (Rs 683 crore), 

grants-in-aid to State Governments (Rs 1870 crore), police (Rs 773 crore), 

pension and other retirement benefits (Rs 806 crore), general education 

(Rs 336 crore) and other general economic services (Rs 451 crore). 

At the same time revenue expenditure decreased over the previous 

year in some areas. The major reductions were in miscellaneous general 

services (Rs 486 crore), rural employment (Rs 1405 crore), and other fiscal 

services (Rs 197 crore) . 

5.1.1 Distribution of total expenditure 
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The percentage share of 

each component of 

expenditure in total 

expenditure for the last 

two decades was as 

under : 

Table 5.1.1 : Distribution of total expenditure 

(As percentage of total expenditure) 
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Revenue expenditure as 
percentage of the total 
expenditure increased at 
the · cost of capital 
expenditure. · 

. Over the 1977-87 decade, the percentage . share of expenditure for 

capital· formation in the total expenditure increased from 10.48 per cent in 

1976-77 to 13.35 per cent in 1986-87, while the share of the revenue 

expenditure remained at the same level. The next decade 1987-97 

registered sharp increase in share of revenue expenditure to the total 

expenditure. It increased from 70.34 per cent in 1986-87 to 83.50 per cent 

in 1996-97 registering a 13 .16 percentage point increase. On the other 

hand, expenditure for c~pital formation decreased by 7.56 percentage point 

from 13.35 to 5.79per cent over the same period. The share of loan and 

advances also registered a decreasing trend. Its share in the total 

expenditure decreased from 19. 93 per cent in 197 6-77 to 16 .31 per cent in 

1986-87 and further to 10.71 per cent in 1996-97. 

Some impo11ant items of revenue expenditure are discussed in the 

succeeding paragraphs. 

Government acts both as borrower and lender. Union Government 

provides loans and advances to ·State Governments, public sector 

undertakings, local bodies and Government servants, on which it charges 

interest at the rates prescribed from time to time. 

On the other hand, to finance the gap between the revenue and 

capital expenditure including the net loans and advances and revenue 

receipts, the Union Government resorts to borrowings through ·market 

loans, issue of treasury bills, ·securities · issued to international financial 

institutions, gold bonds etc. besides external borrowings. In addition, the 

Union Government also utilises as resource the net addition to the Public 

Account consisting. of small savings, provident funds, · reserve funds, 

deposits etc., which adds to the liability of the Government. Interest is 

payable on the balances of internal and external debt and on the balances in 

the Public Account. 

The interest payment discussed below is to be viewed in the 

background that while the Government also earns interest on loans 

provided by it, the interest earned is counted as and included in the revenue 

receipts and the gross figure of interest payment is material in the context 

of liability to pay interest and its impact on revenue and therefore, total 
expenditure. 
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Growth in interest 
payment was higher 
than growth of revenue 
expenditure. 

The interest payment included in the revenue expenditure and 

interest receipts included in the revenue receipts since 1976-77 are 

indicated in Appendix IV. 

Total interest payments by the Union Government increased from 

Rs 50045 crore in 1995-96 to Rs 59478 crore in 1996-97 which constituted 

an increase of 18.8 per cent over the same period. This increase in interest 

payments was higher than the overall growth of 14 per cent in the revenue 

expenditure. 

The interest receipts and payments during J 992-93 and 1996-97 

were as under : 

-
1996-97 

2211 9 

59478 

(-) 37359 

(Rupees in crore) 

The two fo!d increase in the net interest payment shows that it is not 

loans to State Governments and others which has increased the interest 

liability. 

The total interest payment during 1996-97, consisted of Rs 27233 

crore on internal debt, Rs 4223 crore on external debt, Rs 27101 crore on 

small savings, provident fund etc. and Rs 921 crore on others. 

The rise in interest payments over 1976-77 to 1996-97 is depicted 

below graphically : 
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Tllle interest paynnnellllts 
have ne~!"!Y dollllblledl 
every five .yeaurs. 

ruse liirn aveuge irate l!llf 
interest · !has colllltri.lliillllteirll 
to nnnore irapliidl nl!llcirease 
Illlll nl!llteirest paymelllli. 

Almost tlhe elllltnire 
borrowed fummdls are 
applied towairdls ibmterest 
payment. 

Interest payment alone 
absorbs 63 per cent of 
net tax revemlle. _ 

5.2.1 Rate of iimcirease of il!llterest payment on different acl!!m.nll1lts 

While the overall interest payment increased by 43 times over 1976-

77 to 1996-97, the interest on internal debt increasedto about42 times, on 

external debt by 20 times and that on small savings and provident funds etc. 

by 63 times. The interest burden had near about doubled every five years. 

The inerease in the total interest payment is more prominent in 

absolutelerms after 1986-87. 

5.2.Jl..:ll. ITHllcll'ease in average n1111tel!"est !l"ate 

Seen in the background of indebtedness of the Union Government 

analysed in Chapter IX, while the ·total liability consisting ·of internal and 

external debt, small savings. ·provident funds, deposits advances etc. has 

increased by about 23 times over the period 197 6-77 to 1996-97, the 

increa.se in interest payment by 43 times is mainly attributable to higher rate 

of~.mterest on borrowed funds which has gone up from an average of 

around 4.09 per cent to 8.08 per cent during the same period. Most of the 

increase in the rate of interest was on internal borrowings and small 

savings, provident fund etc. 

It would also be seen from the positiOn.ofborrowed funds i.e. fiscal 

deficit and interest payments since 197 6-77 presented in Appendix V that. 

until 1978-79, the significant· part of the borrowed funds after payment of 

interest were available for meeting other expenditure. By 1996-97, the 

interest payment is more dr less equal to the borrowed funds, implying 

thereby ·that almost. the entire borrowings ·are applied towards interest 

payments. It shows that Government/RBI policy of restricting aggregate 

borrowing by moving from low interest bearing treasury bill borrowing, 

market related borrowing did not lead to less borrowing, increased interest 

payments and became the reason for more interest payment. 

The interest payments are, thus, of principal importance constituting 

26 per cent of the revenue expenditure and absorbing as much as 63 per 

cent of the Union Government's net tax revenues (i.e. exclusive of States' 

share of income tax and· excise dutie~). They constitute presently about 

4.66 per cent of GDP, which is more than the total expenditure on Defence 

Services (2.3.9 per cent of GDP) and close to the net transfer of resources 

to the States (4.7 per cent of GDP). : 
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5.3 

I 

Girants-iJ-aid 
I 

An importa'.nt component of the revenue expenditure comprises of 

Grants.:.in-aid to States, Union Territories and others. The Grants-in-aid 

paid during the last! five years to States and UTs was as under:-

. ··'Table 5.3. (n) .:1 Grants-in-aid to States and Union Tewirntoirfos 

i (Rruqpees RIIll cirrnre) 

Grants to States/UTs as . The granJ to States and Union Territory Governments as. 

percentage of revenue percentage of reven
1
1 ue expenditure ranged between 10 per cent and 14 per 

expenditure declined 
over the last five years. cent during the perf od 1992-93 and 1996-97. 

UCs in. respect of grants 
released up to20 years 
ago were awaiited. 

In addition jto the above, grants are also released to statutory bodies 

and non-Governmbnt institutions by the Union Government. Detailed 

observations on wbrking of these bodies are contained in CAG' s Report 

No. 4 of 1998 on l'Other Autonomous Bodies' and 5 of 1998 - Scientific 
I . 

Department. \ 

5.4 Utilisatioh certificates 
The certifid~te of utilisation of grants -are required to be submitted 

by the sanctioning[ authorities in the respective ministry or department to 

the Controller of tccounts. The purpose of fumisning the certificate is to 

ensure that grants had been properly utilised for the purpose for which they 

were sanctioned ind where the grants released were conditional, the 

prescribed conditidns had been fulfilled. 

30072 utili~ation certificates relating to Rs 3605.35 crorein respect 

of grants relea~ed jup to September 1995 from 2~ Mi~istries/De~artments 
were outstandmg at the end of March 1997 as given m Appendix VI. It 

will be revealed from the Appendix that utilisation certificates were 

outstanding for up 
1 
to 20 years. The Ministries/Departments of Information 

arid Broadcasting,] Chemicals and Petrochemicals, Welfare, Law, Justice 

and Supreme Couh of India, Science and Technology, Civil Aviation and 

Tourism, Civil subplies arid Union Territory, Chandigarh did not furnish 
I . 

the information ab0ut outstanding utilisation certificates. 
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The Union budget provides for cash subsidies on certain items. In 

addition, there are various type of hjdden subsidies wruch are not readily 

visible from the accounts. 

6.1 Explicit subsidies 

Item wise explicit subsidies during the last five years were as under : 

Table 6.1 : Expenditure on explicit subsidies 

(Rupees in crore) 
1996i97 :ixixlii&li(~iii' 1994-95 i;m11m11iiiffi 199Z..9)t ... . 

6066,.o·o= :.,' .. 1,~.--:~.:.:,.i_.·_:··.i.1_ .. t ... :::i .. ;_;·'·_.·~.'..:.'.'..;~.:., __ :_i.·:_.·.:.:_.~.',_-.'.,·;~··_:.~,?:!Z .. ~ .. -'.,:.=;_.[_.;·.lt~.:::::,~.,~.~--.gl,: .. ',~--.':·.,~,--.. ::;,,··:.=.;.;;;.r_._.·::.:.:_:_!_._!.·,: __ ........... ~n,,,.;1f,,,..1~=:mii':'~:mi<d,,,.,A,,,.:liw.'iM ...... · ___ .. :' ....... '·=·= .~:2¥:::t~ifii~:-':; s 100.00 i!l~!!!li1~11~m1 2soo.oo· 
4743,00 l!!!l!!~~l\l!l!l!! 4075 .00 l!ll!!!~ll!\111 4800,00 

2184 .4 5 ~!l!i!ll~~itl!!!!i~ 1166. 00 l!l!!!!!Ji!ltlll!!i~ 996' 11 
1671 

'
77 

1111116:' .......... ::::::;::;~ 516
' 
76 

lill,lllill!li!llllll!!lllllll 
... : .. _, · ij@jjjl@l@!il1.ml!i.i@ Wi%iiiiii@iiMiiiMii! 

- m ---~-:· 3;1~~:. ::;~:;: 
,,,1111,,,:,:;;,:;m;;;;;1>;;;i;:.;:rn::::::&x;;,:;;;:.:.!'ill~f#l:.:.;;;;i;:.;;i::;;;.;;;;l 1621 0. 59 :;:.;1ftt-fi~M11,,,,,, 12388.59 ,,,,,,,,J,IJ.J.11~,l!::ii:=:< 11379. 7 8 

t:;;ll -33::::: 11 5~:::: 151 (:)~~·~: 

Explicit subsidies went 
up by 25.89 per cent over 
1>revious year. 

The above table would indicate that during 1992-93, the explicit 

subsidies actually decreased with reference to those in the previous year. 

While the annual increase in the explicit subsidies during the next three 

years was between Rs 442 crore and Rs 565 crore only, which was between 

3. 89 and 4. 78 per cent, the increase in the total explicit subsidies jumped by 

Rs 3334. 11 crore i.e. by 25 .89 per cent over the previous year. 
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lLess ii.1ID.teirest cllunirgea:Il 
· firol!D.ll State 1Gover1ID.mmerits 

Ol!D.. Ilmmii ·· agaii.1ID.st slillnailil 
· savii1ID.gs me~mt a llniia:Ilidlel!D. 

sWl.bsiia:Ily ofRs :Il.477 cirore. 

·. I 
I 

! 

I 
I 

Major eontributionsto abrupt increase during 1996-97 were on I· 
account of sub~idy to niariufacturers for concessional sa[e of decontroHed 

fertilizers (Rs ~ 171.77 crore), interest subsidy _(Rs 621.43 crore) besides 

increase of Rs 688.69 crore on food subsidy and Rs 443 crore on 
.· . I .· ·• ..·· 

indigenous fertilizers. . As percentage of ·total revenue expenditure, the 

explicit subsidi~s declined from 8. 6 per cent in 1992-93 to 7.2 per cent in 

1996-97 and a~ percentage of total expenditure these decreased from 6.7 

per ..cent in 1992-:93 to. 6 per cent in l 99fr-97. 

Out of the total subsidies, as much as 53 per cent w~re on 

. fertilizers. It ~sl note~orthy ~hat subsidies o~. food and im~orted ~ertiHzers 
has been consistently mcreasmg over the: penod. The subsidy on imported 

· fertilizer during! 1996-97 exc~eded the ~udget Estimates fot 1996-97 by 33 

per cent. The actual expenditure on this account was Rs 2184.45 crore as 

· against the Budket Estimates of Rs 1648 crore. 
. I 

6.2 implnciit subsidies · . . . 

In addiJon to the above subsidies, explicitly provided in the budget, 

the Union GovJmment is also b~aring expenditure which are in the nature 

of _implidt sub~idies, some of which are interest or credit s~bsidy, tax 

subsidy, equity subsidy, regulatory subsidies, etc. Some of them are 

. analysed below : 

6.2.:ll. lLoallll§ tG State Gove1nrnment 31gann§t §maHll §avhng§ cGniledirnrn 

. . In tej of the recommendations of the Finance Commission, 75 

·per cent ·of the bet collection under small savings is transfe~ed to· States as 

-. loan. State Goternments pay interest to the Union Government on the 75 
I 

per cent of the ~oan transferred to them. The balance 25 per cent is utilised 

by. the Union Government to meet its own financial requirement, On the 

other hand, the Union Government pays interest to the subscri6ers on the 

gross collection (100 per cent). 

The fdHowing table shows interest received from State . 

Governments aJd that which Union Government paid to the subscriber .. 
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'falbUe 6,2,l: ImpHd.tsl!libsndlnes to State Goveirllllme1111ts IOll!l sHl!llaH savings foam. 
Ru ees in CJr({])ll"te __ ,._ 

'fbe differeJ!llce between 
tllne interest m:n re
iµvestmeJ!llt · of · · share 
capital and d!iiVideillld! by 
PSBs amommtedl to a 
hidden subsidy of 
Rs 1198 crrnre.· 

The Union. Government paid more interest to the subscribers than it 
. :·, 

actually received from State Governments on loans. At present State 

Government get loans at the rate of 14. 5 per cent per annum on the other 

hand the total cost of servicing of small savings. to Union Government 

works out to 17-18 per cent of the collection, which includes the 

management charges paid to the Postal Dypartment. The gap between 

interest receipt and int~rest payment assume the nature of subsidy to State 

Governments which has turned unfavourable to the Union Government 

from 1993-94. The loss/subsidy has increased from Rs 912 crore in 

1993-94 to .1477 c:tore in 1996:-97, which constituted an increase of 62 

per cent. 

It would, therefore,.·be desirable for the Union Government to fix 

the rate of interest as loans to State Governments against small savings 

collection in such a manner that they bear their prorata fuH cost of 

operations and no hidden subsidies .are provided. 

6,2.2 Budgetary support to nafo:maiisedl banks 
Budgetary support is provided to nationalised banks to increase 

· thefr share capital. Presently, there are 19 nationalised banks wholly owned 

by the Union Government. Arrangement has been made with nationalised 

banks to re-invest the amount released towards share capit<tl in Government 

securities, . thereby _ ensuring · that such investments have no budgetary 

impact. While Government receives dividends · on investment in share 

capital of nationalised banks, it pays interest at 10 per centto the banks on . 

re-investment of the amount of share capital in Government securities. 

The dividends received from the banks and interest paid ~y 

Government to banks on securities for last five years was as under:-
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securities issued to 

of the investment made in PSUs and Statutory 

It observed from the above that the percentage of 

dividend received from the PSUs and Statutory Corporations on investment 
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lfmlvestmeIIlltl> ii.int JlD§lUs 
wllniiclln pmidl imeglliigii!Dlle 
dlllviiidlellldl allso amoiurnntedl 
to b.iidld!ell!l Sl!llbsJidly. 

made by Union Government ranged between.1.41 per c~nt and 2.96 per 

cent during the year l992-93 to 1996-97. 

The revenue receipts are not sufficient to meet even revenue 

expenditure. Therefore, the Government has to borrow from the market to 

finance the capital expenditure of the Union Government. The investment 

irt PSUs and Statutory Corporations is an expenditure of capital nature an 

of which are met through borrowings. 

During 1996-97, the average coupon rate on Government dated 

securities was 13. 69 per cent. On the other hand, percentage of dividend 

·received from PSUs and Statutory Corporations was merely 2.96 pet cent 

duting the same period. 

Thus the difference between ·the dividend received and interest paid 

on borrowed funds is in the form of hidden subsidy. 
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Grnwtlln oif caJlllnt2H. 
exJlllelilldlli.fuire fumedl 
IIllegafrve shnce :Il.9941-95. 

7.1 Trend [of Cllll!lital expemlim,-e 

Capital expenditure may be broadly defined as expenditure incurred 

with the object [of ~n.creasing c~ncrete asset~ of a material and. pennane~t 
character. In fl.dd1t1on, financial assets anse from moneys . myested m 

institutions or bommercial undertaking (i.e. lPSU and Corporation) aml 

loans and advanbes to States, Union Territories, JFor~ign Governments, etc. 

The tredd of capital expenditure over the last five years was as 
· under: 

'falbne '7.JI. (i) : CaipiitaD exqpelllldn11:1l!nre 

I 
I . 
. , 

I 
I 

. Capital Jxpenditure of the Union Government came down. from 
I i · 

Rs 17544 crore in 1995-96 to Rs 15704 crore in 1996-97 which constituted 

a decline of l0.4b per cent over the previous year. As a percentage of total 

expenditure and[ of GDP, it declined by 1.50 and 0.37 percentage points 

respectively over the previous year. The plan capital expenditure increased 

by 32.58 per ce~t as against 31.68 per cent decrease in the non-plan capital 

expenditure durihg 1996-97 over the previous year. 

HowevJ the capital expenditure are net of expenditure met from 

recoveries/revenbes and various reserves and development funds. 

The maj~r ·capital expenditure in infrastructural sector for the fast 
. I 

five years was as under:-
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Table: 7.l(ii) Major capital expenditure in infrastructural sector 

1157 

(0.09) 

1041 

(0 08) 

74 

(0.006) 

(-) .(0.0002) n:1f.1)~,,~i~!M?'='r 
(Figures in the brackets arc as percentage of GDP) 

1994-95 

928 

(0.10) 

1549 

(0.16) 

529 

(0.06) 

4865 

(0.51) 

(Rupees in crore) 

733 

(0.10) 

1428 

(0.20) 

26 

(0.004) 

761 

(0.11) 

From the above table it would be seen that capital expenditure on 

roads has increased in absolute terms from Rs 733 crore in 1992-93 to 

Rs 1157 crore in 1996-97, but as percentage of GDP, it has gone down 

from 0.10 per cent to 0.09 per cent over the same period. 

In power sector the cut in capital expenditure was more severe, as it 

has decreased from Rs 1428 crore in 1992-93 to Rs l 04 1 crore in 1996-97 

and as percentage of GDP there has been a decrease of 0.12 percentage 

points over the same period. 

In petroleum sector the capital expenditure during 1996-97 has 

gone down by Rs 961 crore as compared to 1995-96. As percentage of 

GDP it was 0.09 per cent in 1995-96, which has scaled down to 0.006 per 

cent in 1996-97. 

Expenditure on investment in general financial and trading 

institutions, which involves investments in public sector undertakings 

experienced steep decline, which turned negative from the year 1995-96. 

The major items of capital expenditure have been analysed in the 

succeeding paragraphs. 

7.2 Investment and returns 

The details of investments by Government in statutory corporations, 

Government companies, other joint stock companies, co-operative banks 

and societies, international bodies etc. along with dividend received during 

the years 1992-93 to 1996-97 is given in Appendix VII . 
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Against the · total 
investment of Rs 53194; 
crore in 243 PSUs the 
yieid in the form of 
cliividend was only 2.97 
per cent. 

:rn lPSUs diid irnot pay · 
dlnvideml. amoumtnng to 
!Rs Jl36 crrnre. 

7.2~1 Tot.al plogressive investment 

The proJressive total investment (excluding Reserve Bank of India) 

of the Governm~nt in statutory corporations, Government companies, other 

joint stock cof panies, co-operative banks and societies, international 

bodies etc. increased from Rs 73 814. 26 crore on 31 March 1996 to Rs 
I 

76838 . .SO crore bn JI March 1997. 

7.2.2 Dividen~ from Government companies and corporntion('' 
I .. : .· 

The Unibn Government received a dividend of Rs 1577.33 crore 

during 1996-97 f againstthe total investment of Rs 53194.32 crore in 243 

Government companies and corporations, which was only 2. 97 per cent of 

investment as otl 3 1 March 1997. · 

_I - . 

7.2.3 Dividedd fro-m State co-operative !banks etc. 
I .. . . ·. . 

The total dividend oflt~ 20 ~rore on investment of Rs 1679 crore in 
• . . j . . . 

State co-operat~ve banks and other banks (excluding nationalised banks, 

fadust~iai Develbpment Bank and Reserve Bank) in 1996-97 was 1.21 per r . . . 
cent as compared to 1.1 J per cent in 1995-96. From rural banks set up in 

' 1975 no dividen6 has been received so far on the total investment of Rs 472 

c~ore up ~o 311 March 1996. . A. further . amount of Rs 200 crore was 
invested in these banks during 1996-97. National Bank for Agriculture and 

. Rural Developilient (NABARD) and Industrial Reconstruction Bank of - . I . . . 
India in which Rs 494 crore (Rs 350 crore and Rs 144 crore respectively) 

were invested ub to 1996-97, also did not pay any dividend. 

I 
7~2.4 Non co~pBiance of directnve !by PSUs 

I . . 

PSUs which register post-tax profit are required to pay 20 per cent 

of their post-tJx profit as dividends. Eighteen PSUs, which together 

registered post tax profit of Rs 679.20 crore in 1995-:-96 as indicated in 

Appendix VIII did not pay dividend of Rs 135.84 crore.in compliance to 

the directive of~he Government. Some of the more important PSUs which 

earned profit bJt did not pay dividend are Neyveli Lignite Corporation Ltd., 

Indian RailwayJ Finance Corporation Ltd., National Fertilisers Ltd., Ircon 

International u6. and Container Corporation ofindia Ltd: 
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Detailed observations on investmems and returns in Government companies 

and corporations, to which the audit jurisdiction of the CAG extends,. are 

contained in CAG' s Reports on PubliC Enterpri~'es. 

7.3 RecapitaRisation assistance to nationalised banks 

In April 1992 Reserve Bank of India introduced a prudential norm 

of income recognition, asset classification, provisioning requirements for 

non performing assets (NP A) and depreciation on investments -to be 

followed by Public Sector Banks. In the said norm, PSBs were required to 

achieve certain rrescribed rate of capital to risk assets ratio (CRAR). Since 

most of the PSBs startedreporting losses due to the above norm of income 

recognition etc., it was not possible'for them to achieve the prescribed level 

of CRAR because while calculating the . capital, the· losses made by the 

banks were reduced. 

A statement showing bank .. wise details of capital subscribed/written 

down during _1993-94 to 1996-97 is given in Appendix IX. 

Since a substantial amount had been paid out of Consolidated Fund 

to improve the financial position of the banks, the question of 

accountability on the part of .the Ministry for the outgo of the funds from 

Consolidated Fund needs ~o over emphasis. 

The trend of dividends received from nationalised•banks and interest 

paid by Government to nationalised banks on securities for the last five 

years, which has also been discussed in ·para 6.2.2 from subsidy also was as 

under: 

Table.7.3(Il) ·: Recapitalisation assistance to nationalised banks (NRs) 

(Rupees nirn ciroire) 
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Government paidl 
interest to tllnie . mime of -
Rs ].4!08 crore to ll>rumlks . 
omi specian secmitnes bunt 
iil!Mdlelllldl Il"ecenveiill from 
tllnem. was mnily 
JRs 2:TI.0Clt"OJJ"C. 

of the Union Government in nationalised banks 

T~s sche+e served no purpose becau.se (i) it did not increase the 

non interest bearing funds available to . the banks, ·(ii) it increased : . . I . . . . ·. ·... .. 
Oovernment's liability on account of interest paid vis-a-vis dividends 

received, . (iii) it cbnvinced nobody that banks. had . secured. higher capital 

adequacy and· (iv) it. was at odds with. Government's ·policy of reducing 
I - .. . 

SLR over the last few years. 
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8.1 Deficit in Government Account 

Deficit in Government Accounts are defined in many ways, each 

indicating distinct facets of the budgetary, economic or monetary policy of 

the Government. These are worked out in different ways, by including or 

excluding specific elements of public expenditure or receipts . Four types of 

deficits namely, revenue deficit, budgetary deficit, fiscal deficit and primary 

deficit are indicated in the annual budget, while monetised deficit is worked 

out by the sum of increase in the RBI's holdings of Government debt plus 

any draw down by the Government of its cash balances with RBI. Manner 

in which the deficit was financed further added to the deficit. 

The various types of deficits in the Union Government Accounts 

since 1976-77 are indicated in Appendix X which is represented graphically 

as under : 

Deficit in Government Account 

.!:30000 
~ 
-20000 

1000: 1.;r;i;t~~~Elb::;;;~~~~~~:::~~~~~~ 
_10000 76- n- 78- 79- eo- 81- 82- 83- 84- as- ae- 87- aa- 89- 90- 91- 02- 93- 94- 95- 96-

n n n~~~~~~~~~5oo~~~~~~~ 

8.2 Overall deficit 

Overall deficit, also known as budgetary deficit, refers to the excess 

of total expenditure over total receipts (both in the Consolidated Fund as 

well as the Public Account) . 

This gap is financed by the issue of 9 1 days treasury bills including 

ad hoc treasury bills held by the Reserve Bank of India. Treasury bills are 

instruments issued by the Reserve Bank of 1 ndia on behalf of the 

Government to raise short term loans intended to fill transient resource gap. 
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Overall deficit exceeded 
the estimates in four out 
of the last five years. 

14000 .. 
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'! e 8000 
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Includes Depreciation Reserve Funds - Railways, Revenue Reserve 
Funds - Railways, Sugar Development Fund, Mines Welfare 
Funds, National Renewal Fund etc. 
Includes amounts awaiting final adjustments in the accounts like 
Pay and Accounts Office Suspense, Suspense Account P&T, 
Defence, Railways and Tele-communications, Coinage Accounts, 
Cheques and Bills etc. 
Includes the money in transit like Money Orders, RBI Remittances, 
Small Coin Depot remittances, Mint remittances etc. 

The overall deficit during the last five years against the Budget and 

Revised Estimates have been as under: 

Table 8.2(ii) : Overall deficit 

overall deficit 

1992-93 1993·94 t 994-95 t 995-96 1996-97 

llBE • RE DActual 

(Rupees in crore) 

During 1996-97, even 

after spending all the tax 

revenues, non-tax receipts, 

borrowings, net proceeds of small 

savmgs, provident funds and 

reserve funds etc., the 

Government was still short of 

funds, which were obtained by 

issue of treasury bills. 

The overall deficit in 1996-97 increased to Rs 13184 crore as compared to 

Rs 9808 crore during 1995-96. 

The overall deficit also exceeded the estimated deficit of Rs 6578 

crore and Rs 6900 crore in the Budget and Revised Estimates for 1996-97 

by Rs 6606 crore and Rs 6284 crore respectively which constituted an 

increase of more than l 00 per cent. 

The substantial increase in the overall deficit from Rs 9808 crore 

during 1995-96 to Rs 13184 crore in 1996-97 was financed by net increase 

in ad hoc treasury bills. The Government entered into an agreement with 
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the RBI in September 1994 to the effect that money financing of the deficit 

would be gradually brought down to nil by 1997-98. As per the agreement, 

it was agreed that the net issue of ad hoc treasury bills should not exceed 

Rs 6000 crore at the end of the financial year and Rs 9000 crore for more 

than ten continuous working days at any time during the financial year. 

During 1996-97, the 'within the year' ceiling of Rs 9000 crore for 

issue of net ad hoc treasury bills was exceeded during the first half of the 

financial year, as would be evident from the fortnightly average of net issue 

of 91 days ad hoc treasury bills indicated in the table below : 

Table 8.2 (iii) : Fortnightly average of net issue of ad hoc treasury bills 

(Rupees in crore) 

At the close of the fiscal 1996-97. the outstanding net ad hoc 

treasury bills stood at Rs 4685 crore. 

8.2.1 Devolvement on RBI of 91 days auction treasury bills 

Furthermore, there was significant devolvement on RBI to subscribe 

to 9 1 days auction treasury bills"' during the last three years, as they were 
I 

not fully subscribed as detailed below : 

-
• 

Table 8.2.1 : Devolvement on RBI 

Total notified 

amount 

25200 

24050 

12450 

(Rupees in crore) 

%age of col. 3 
to 2 

13.4 

32.4 

19.3 

cp 
9 1 days auction treasury bills were introduced from January 1993 in o rder to 

move towards market related rates and offering wider choice to investors . 
. n 



It would be observed from the above table that the RBI' s 

subscription in Union Government 91 days auction treasury bills increased 

from 19.3 per cent.in 1994-95 to 32.4 per cent in 1995-96 but declined to 

13. 4 per cent in 1996-97 

To the extent the issue of treasury bills devolved on RBI, there is 

little difference between borrowing. from RBI by issuing ad hoc treasury 

bills and borrowing against subscription by RBI of 91 days auction 

treasury bills. 

However, Union Government has entered into an agreement with 

RBI in March 1997 regarding discontinuing the practice of issuing ad hoc 

treasury bills to replenish the cash balance with effect from April 1997. 

From April 1997, the RBI shall make ways and means advances to Union 

Government; if so required. As per the agreement, the outstanding ad hoc 

treasury bills as on 31 March 1997, would be funded into special securities, 

without any specified date of maturity at an interest rate of 4. 6 per cent per 

annum on 1 April 1997. The outstanding tap treasury bills as on 31 March 

199'7 would be paid off on maturity with an equivalent creation of special 

securities without any specified date of maturity, at an interest rate of 4.6 

per cent per annum. 

8.3 Revenue deficit 

'fhe revenue deficit refers to the excess of revenue expenditure over 

revenue receipt. The trend of revenue deficit for the last five years was as 

under: 

Table 8.3 : Revenue deficit 

(Rupees in cnme) 

Revenue deficit in the Government Accounts indicates that not only 

the entire capital expenditure is met out of borrowed funds but part of the 
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lReveD:ne dlelfkit 
mntstrippeidl BE & RE. 

revenue expenditure, to the extent of revenue deficit, is also met out of the 
I . 

borrowed fundsl . · · 

·The revJnuedeficit increased from Rs 18574 crore in 1992-93 to Rs 
. I 

32654 crore in 1996-97. The increase of revenue receipts in 1996-97 over 

1992-93 was 69\.6 per cent whereas the growth of revenue expenditure was 
··. I • 

70.5 per cent oler the same penod. · . 

The revenue .deficit as·percentage of GDP declined marginally by 

0.1 per cent in 11996:-97 as compared to 1995-96. 

· · The actual revenue deficit in absolute terms outstripped the Budget 
I . 

Estimates and ~evised Estimates of 1996-97 by Rs 1179 crore and Rs..4449 
· crore respectively. · 

It would be evidlent from the Appendix XI that up to 1978-79, the accounts 

·. ended up with jevenue surplus. Thereafter, the revenue deficit has been 
. . I . . . 

increasing steadily. The revenue deficit jumped abruptly from Rs 18574 
I ~ 

crore in 1992-913 to Rs 32715 crore in 1993-94. Thereafter, it has been 

oscillating arouJd this figure. 
I 

. i 
8.4 Fiscal defidt 

I . 
Fiscal deficit ·is the difference between the revenue receipts plus 

certain capital rbceipts and the total expenditure including loans, net of 
I 

repayments. Since ideally the capital expenditure of the G<;>vemment 

should be finanbed from the · revenue surplus, fiscal deficit provides a 
I 

measure of macrb economic imbalance. 

The fiscJ1 deficit net of investment in the nationalised banks and 

IMF, which are teinvested in Government securities, for the last five years 

was asunder: I . · 

I Table 8.4 (i) : Net fiscal defidt 
. '1 Rllll ee§ nIIll croire 

11111111~111~i~111m11i1't11111111111111111:1:1;,1_1:::1:1111111:1::11111::1111:1111111111111!111\1\11111111111111ii:111111111111:1:1111111l1~:1::::1:::1111@l1,1i:~\111:1•i@ 

---* DoJs not include component of investment in . 
I . 

nat~onalised banks (Rs 1509 crore) as there is no cash 
out}low. 
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Fiscal deficit exceeded 
the estimates despite 
deferring the 
implementation of the 
recommendation of the 
Fifth Pay CommiSSllol!ll. 

The fiscal deficit in absolute terms increased from Rs 40173 crore in 

1992-93 to Rs 6673 3 crore in 1996-97, an iricrease of 66 per cent. The 

actual fiscal deficit in 1996-97 also exceeded the estimated fiscal deficit of 

Rs 62266 crore and Rs 63131 crore in the Budget and Revised Estimates 

respectively. As percentage of GDP it was higher than the estimate of five 

per cent projected in the speech of Finance Minister while presenting 

Central Government budget for 1996-97 by 0.2 per cent. 

There . was a provision of over Rs 4000 crore for payment due to 

implementation of the recommendations of Fifth Pay Commission, which 

was entirely saved by deferring the decision/timing of implementation of the 

recommendations. With timely implementation as expected, the actual 

fiscal deficit would have been much more. 

During 1996-97, the gross fiscal deficit arose on account of the 

Government's necessity to borrow in · order to meet the following 

expenditure. Expenditure · financed by bon-.<?wing during the last two 

decades including five years of current decade'are given ill. Appendix XI. 

Talbfo 8.41 (ii) : Expenditure financed by lbollrrownllllgs 
Ru ees nllll. crore) 

:1@r·?~:~'.'b.iiiiiiiUl11~r.mmtmlliiiiiT''.filili.il.uwUf''''''.''.':ME Amoillnt 

~~E~ 
In order to meet the above expenditure the Government sourced the 

borrowing through the following :-

Tablie 8.4 (iii) : Sources of borrowings 

(Rupees in crore) 

* 91 days treasury bills (flet) after adding the decrease in 
cash balances 

<P As explained in Table 8.2(i}. 
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Fi.scan d!eficit as 
percentage of GDJP' was 
contained! at the cost of 
capita! expe!llld!iture and! 
Sociail sector 
ex1>elllldlit1lllire. 

· An imgortant aspect of the fiscal deficit is that its reduction as a 

percentage of! GDP has been achieved through compression in capital 

·expenditure. The trend of the last· five years is given below :- · 

· I Table 8.4. (iv) : Imp.ac~ of fiscai defncit . 

! . (Figures as %age ([])f GDP) 

R..::~p~el . - ex~::~~~:. 
15.34 

15.51 

14.93 

16.25 

I 

17.73 

18.05 

18.79 

19.02 

18.89 

i . 
It would be observed from the above table that the fiscal deficit as I .. . 

percentage of GDP declined from 7.5 per cent in 1993-94 to 5.2 per cent in 
I . . , o. . • . '. -- , .·. - . 

_ 1996-97 by reducing the capital expenditure by 1.85 percentage points of· 

GDP and reduc~ion of the expenditure on services sector as brought out in 

paragraph 4.1 dr this Report. ·.This pattern is also reflected in the fact that 

while ~he fisc~ll deficit in 1996-:97 increased by 66 per cent over that in 

1992-93, the revenue deficit increased by 76 per cent over the same 

period.· I · 

8.4J. Less th~ll1l all1lticipated caJP>ifall receipts 

. One of ~he main components responsible for the inability of the 

Government tol contain fiscal deficit within . the estimated figure, was 

mismatch between the budget figure and actual figure on account of capital 
. I 

receipt. The estimated figure for 1996-97 was Rs 5001 crore, whereas actual 

receipt was onli Rs 455 crore. 

! 

i 
8A.2 Disnnwestment o1f equity lholdlnllllg nru PSUs 

Receipt Ion account of disinvestment of equity holdings .in public 

sector enterprises was projected as the major part of capital receipt. The 
I 

receipt from disinvestment since 1991-92 hasbee!1 as under:-
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Shortfall in disinvestment 
receipts upset the 
estimates of fiscal deficit. 

-
Table 8.4.2 :Receipt from disinvestment 

BE 

5000 

7000 

4000 

3500 
2500 

2500 

-
(Rupees in crore) 

Actual receipts -

380 
362 

5078 
(-) 48 

1961 

3038 

It would be seen from the above that the actual receipts from 

disinvestment of Government holding in PSUs have been negligible as 

compared to the estimates during 1993-94, 1995-96 and 1996-97, upsetting 

the estimated limit of fiscal deficit. 

8.5 Primary deficit 

Primary deficit is measured by subtracting the interest payments 

from fiscal deficit. It is a measure of current year' s fiscal operation after 

excluding the liability of interest payment created due to borrowings 

undertaken in the past. 

The last five year' s trend of the primary deficit was as under : 

Table 8.5 : Primary deficit 

(Rupees in crore) 

7255 

10199 

13644 

23515 

9098 

The actual primary deficit of Rs 7255 crore during 1996-97 was 

320 per cent of the budget estimate of Rs 2266 crore. 

The concept of primary deficit fai ls to indicate any economic or 

budgetary parameter. The objective behind coining a definition of the 
deficit by subtracting the interest payments does not serve any purpose. 
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Tllne -.. JlllOSii1tiimn oif -
moH11.e1tiise<ll dlefidt 
iimp]l"l(Jlvedl filin 1991().:.97 
ovieir tllne Jlllireviiouns yeaur~ 

8.6 Monetised deficit _ _ 

. I - -_ 

Monetised- -deficit goes .beyond the- Government's budgetary 

operati~ns. Ttle monetised deficit represents increase in the net RBI credit 

.to t~e -Union [Government 'which is_ the sum -of increases in_ the RB~' s 

holdmgs of GoLernment d;ebt plus any dra~ down. by the G~vemm:nt of its 
cash balance with -RBI. Simply stated, the-- monetised deficit represents the 

expansion in mbney supply for the like amount by the RBI. _ 
- I ---- --- - . -· 

The monetised deficit·during the last five years was as undei:::-

Tablle 8.6 : Moirnetised irllefidit 

(Rllllpees n111 icirore) 

,lt::::•:•;==•••lllmijiilii!t •• ___ •::·1:;::•:::•11:•:M:::ra•••aii••'=l••t~f.,1~1tti1j,•••••••••• -

_ The mJn~tl.sed defic!t"at the end 9f;March 199Twas Rs 1934 crore, 

whid1account6d for three per cent of the fiscal deficit as against 33 per 
- - - --- . : I - -· - - • -

centduring 1995-96. -

8. 7 Debt and d!efndt 
I -

I -
- -- The deficit is financed by debt in one form or other. The persistence · 

of defiCit .in th~ account is, therefore, accompanied by increase of debt in 

the· Governmetlt account. The quantum of internal and external debt and its 

- impact have bef n analysed in the following chapter. -

49 

I 
' '·· 

i 
I .. 
! 

1• 
I 
j, 
I 

I 

- ! 

I 

.! 



-ist 
Total liability at current 
rate of exchange 
increased by 60 per cent 
over last five years. 

CHAPTER IX : f)ebt of ffie 1.llnfon Government 

9.1 Debt/liability of the Union Government 

To bridge the gap between expenditure and revenue, Government 

resorts to borrowing from internal and external sources. These borrowings 

are termed as Public Debt comprising internal and external debt. Apart 

from this, there are certain other liabilities which are accounted for in the 

Public Account of India which also serve as a source to finance the 

Government ' s deficit budgeting. 

Total liability of the Government reckoning the external debt at 

current rate of exchange at the end of the last five years was as under: 

Table 9.1 : Total liability of the Union Government 

344475 

307869 

266467 

245712 

199100 

239042 

213435 

192222 

160355 

136802 

700000 ---------~~~~----

(Rupees in crore) 

Tota1 

liability 

I 650000 -----~llllu.:'--_::m~------

Total liability of the Union 

Government increased from 

Rs 480467 crore in 1992-

93 to Rs 7705 13 crore in 

1996-97 which constituted 

an increase of 60 per cent. 

The total liability of the 

Government for the last 21 

years is given in Appendix 

XII. 

c: 
-;; 600000 -----~~--------
~ 

1m.e4 19944 5 1995.ss 199&-97 

50 



·:-:' 

No ceHling mn lborrmvillllg 
fixed! as.yet as envisaged! hn · 
An1ii.clle 292 di esp lite 

· recommemfatfoim of JPAC 
alllldl Estnmates Commmlittee. 

· 9.2 Ceiling mm boirrowiing 

. . I . 
The· U~on Goveinmept is empowerea. under .Artide 292 of the 

Constitutio~ ofl ~n~ia to "b~~ow. upon ·the •. security ·of the Co~solidated 
Fund of India, w1thm such hm1ts, if any, as may be fixed by Parhament by 

~aw.'" Clearly .t+al borrowing~ s~ould. b.ear some. pr~p~rtion to the. recei~ts 
m the Consolidated Fund of India. F1xmg of such hffilts on the borrowmg . 

power of Govebment under this Article was recommended by the Public 

Accounts comAnttee in para 15 of their Ninth Report (1962-63-Third Lok 

Sabha), in para[s of their Thirty-Sixth Report (1964:.65-Third Lok Sabha) 
• I • . . . 

and in para 2.13 of their Fifty-Second Report (1965-66-Third Lok Sabha) 
. I . . 

as weU as by the Estimates Committee in para 1. 192 of their Twelfth 
. I . . 

Report (1991~12-Tenth Lok Sabha). In view of this piquant situation 

wherein debt service obligations outstrip revenue receipts, debt .receipts 

constitute mord than half of the Government receipts and debt servicing .. . I .. . . . . . . . · .. 
absorbs more tHan half of the Government disbursement; there is an urgent 
. . . I . . . 

need to contain ldebt. . . . i ' . ·.. . . . . . . . . . . . 

However, the Governrrient has not fixed any limit.onthe borrowing 

with the appro~alof the· Parliament in complian_ce to the pro.vision of the 

·Constitution despite recommendations of the PAC and the Estimates 

Coinmittee. 

9.3 !nternaldebt . 
. I . . . . 

. The term internal debt refers to regular loans from the public in · 

India and is atsd termed as "Debt raised in India". It includes market loans, 

special securitiJs. issued. to RBI, compensation and other bonds etc'. . In 

addition it alsd includes · borrowing through treasury bills, non interest 

bearing rupee sbc~fities issued t~ IMF, IBRD. (World Bank) IDA, IFAD, 

Afric~~ Development Bank and Asian Development Bank The receipt and 
: ·. . I . . 

repayment of internal debt are accounted for in the Consolidated Fund of 
·India. · I • ·· . -, . · · . · 

. I ·. .. .. . .·. 
The internal debt of the Unim(Goverhment for the last five years 

was as under:· 
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Internal debt increased 
by 73 per ce11t over last 
five years. 

Share of treasury bills 
and treasury bills 
converted as securities in 
the internal debt 
increased. 

/ 

l200000 
160000 

160000 

140000 

120000 

100000 

80000 

60000 

40000 

20000 
0 

Table 9.3(i) : Growth of internal debt 

Total internal debt of the Union Government increased from Rs 

199100 crore at the end of March 1993 to Rs 344475 crore at the end of 

March 1997 which constituted an increase of 73 per cent over 1992-93. 

The composition of the internal debt at the end of the last five years 

was as under: 

Table 9.3(ii) : Composition of internal debt 

1996-97 
184028 

(53.4) 
64760 
(18.8) 
71000 
(20.6) 
19562 
(5.7) 

4079 
(1.2) 
1046 
(0.3) 

344475 

1994-95 
130934 
(49.1) 
40492 
(15.2) 
71000 
(26.7) 
20366 

(7.6) 

2629 
(1 .0) 
1046 
(0.4) 

266467 
(Figures in brackets denotes percentage of internal debt.) 

Composition of internal debt (Ra'" -.j ' 
~---

~ -
.,,,,...-

-
~ 

(Rupees in crore) 

1992-93 
81679 
(41.0) 
29390 
(14.8) 
71000 
(35.7) 
14670 

(7.4) 

1315 
(0.6) 
1046 
(0.5) 

199100 

-~ 
. \ ~-ggg • ; 1- -ii ~GOO . ;~- a ----- -
~ -- ::-::: ·- -- ...... 248&7 --~ 

92-83 ~ 94-95 95-96 96417 

--.--- _ T_,,,,W. I 

Market loan, treasury bills and 

treasury bills converted into 

securities, which constituted more 

than 90 per cent of the internal 

debt obligations, have been 

analysed m detail m the 

succeeding paragraphs. ' -'""""-TR!lnU'J' bis c:orwer1ied no secunbeS - -~ 
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I 

I 

9.4 Treasuh bills 

I 
A substantial part of the internal debt is held by treasury bills. 

I 
Treasury [bill~ are instruments issued by the Reserve Bank of India 

on behalf of the Union Government to raise short term loans ranging 
I 

between 91 to 364 days intended to fill transient resource gaps. The I 
volume of treasuhr bills outstanding has grown substantially in recent years t 
because of the laf ge budget deficits and now constitute a significant portion 

I 

of internal debt of the Union Government as indicated below:-

Ta6ne 9.41 (i) : Inteirnan debt and treasury lbms 

! (R1Upees in croire) t 

[ 
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four fold jump in 1996-97 is indicative of uncertainty of market 

borrowings. 

At present there are two types of treasury bills 

i) 91 days treasury-bills 

ii) 364 daystreasury-bills 

9.4.1 91 days treasury bills 

(n) Ad hoc treasury bills 

Ad hoc treasury bills, in effect, means increase in money circulation 

leading to monetisation of the deficit. The Reserve Bank acts as a banker to 

the Union Government. Under a working arrangement with the Resel\Te 

Bank of India, the minimum balance of Government with the Bank, with 

effect from 1953-54, is to be maintained at Rs 50 crore. Any deficiency in 

this balance on Friday of each week is made good generally by the creation 

of ad hoc treasury bills in favour of the RBf. The RBI issued ad hoc 

treasury bills for the required amount whenever the balance of the 

Government with them dropped below Rs 50 crore and discharged them 

with a view to retaining the level of the minimum balance. As explained 

earlier the system of,ad hoc treasury bills has been replaced with ways and 

means advance with effect from April 1997. 

The trend of ad hoc treasury bills during the last five years was as 

under: 

Table 9.4.1 (i) : Ad hoc treasury bills 

· (Rupees in cr:ore) 

5..J. 



Outstanding It would be observed from the 

above table that volume of 

undischarged ad hoc treasury bills 

have gone up significantly since 

1992-93 from Rs 15430 crore at 

the end of 1992-93 to Rs 34130 

crore at the end of 1996-97 which 

constituted a rise of 121 per cent 

over the last five years. 

Except during 1994-95, the ad hoc treasury bills ranging between Rs 4685 

crore to Rs 11445 crore remained undischarged during other four years. 

During 1996-97 the addition to undischarged ad hoc treasury bills was 

Rs 4685 crore. 

(ii) 91 days auction treasury bills 

These bills are issued at a pre-determined discount rate and are 

subscribed by banks, corporations, State Governments etc. for investment 

of their surplus cash. 91 days auction treasury bills were introduced from 

January 1993 in order to move towards market related rates and offering 

wider choice to investors. The amount of bills offered and the date of 

auction is announced by the Reserve Bank of India from time to time. The 

bills are issued at a discounted pnce. The rate of discount and the 

corresponding issue price is determined at each auction. Successful bids up 

to the minimum discounted price determined at the auction are accepted. 

The Reserve Bank retains the right to participate in the auction and buy 

part of the offer at the cut-off price in case the bids fall short of the amount 

offered or the whole of the amount notified if all the bids are rejected. 

The growth of 91 days auction treasury bills over the last five years 

was as under : 
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Table 9.4.1 (ii) : 91 days treasury bills 

The above table shows that the balance of 91 days auction treasury 

bills which was Rs 5183 crore at the end of 1992-93 increased to Rs 223 89 

crore at the end of 1996-97, which constituted an increase of 332 per cent 

over the last five years. Except during 1994-95, the addition to 

undischarged treasury bills during the other four years were between 

Rs 328 crore and Rs 8044 crore. 1996-97 saw an unprecedented increase 

in the amount of undischarged 91 days auction treasury bills by Rs 8044 _ 

crore. 

(Ililft) 3641 days treasury lblllls 

These bills were notified for issue on 28 April 1992. Any Indian 

resident inclusive of individual, firms, companies, corporate bodies, 

institutions except State Governments and provident funds can subscribe to 

these bills. The trend of these treasury bills during the last five years was as 

under:-

'falblle 9.4.:Il. (Ilill) : 364! dlays U:reasllllry lbiilils 
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Sb.on: term foallll olf 
Rs rn7399 crore was 
col!llven:edl iillllto Ilollllg 
term Iloallll. 

9.5 

57 



Market loan grew by 
125 per cent but interest 
payment on it grew by 
135 per cent over last 
five years. 

Net market loans raised 
exceeded the estimates 
by many times. 

It would be evident from the above that from the year 1981-82 to 

1995-96 a total liability aggregating Rs 107399 crore was deferred by way 

of conversion of short term loan into long term loan. These increased the 

interest liability of Government without any advantage to Government. 

9.6 Market borrowings 

Market borrowing consists of raising of funds through dated stock 

certificates/bonds maturing after specific period which carry specific rate of 

interest individually. 

The net addition of market loans in comparison to Budget Estimates 

and Revised Estimates for the last five years was as under: 

Table 9.6 (i) : Addition of market loans net of repayments 

21250 

30065 

4821 

(Rupees in crore) 

Net 

addition 

20326 

28928 

3676 

It would be observed from 

the above table that net 

addition of market loans 

was much higher than the 

Budget Estimates, except 

during 1992-93 . The 

increase of market loans 

over Budget Estimates 

ranged between Rs 15393 

crore to Rs 30301 crore 

during the period 1993-94 

to 1996-97. 

The growth of market loans during the last five years was as under: 
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Table 9.6 (ii) : Growth of market loans 

(Rupees in crore) 
.,...._..,._..,.....,.,,,_~~~~~~~~~~~ 

~l-~~\~\\11 Amount outstanding 

184028 

164935 

130934 

110608 

81679 

~ LJ.:::~!=:==::!!=:=:!::=::::! 

Ir would be observed from 

the above table that the 

outstanding amount of market 

loans increased from Rs 81679 

crore at the end of 1992-93 to Rs 

184028 crore at the end of March 

1997 which constituted a steep 

increase of 125 per cent. 

Market loans increased 
by 125 per cent in five 
years. 

During the last five years, Rs 106024 crore has been added to the balance 

of the market borrowings, the actual accretion to resources after deducting 

the interest payment during the last five years has been Rs 40158 crore 

only. The net accretion to resource during 1996-97 after reckoning the 

repayments and interest payments was (-) Rs 3 2 crore. The interest 

payments on market loans increased from Rs 814 7 crore in 1992-93 to 

Rs 19125 crore in 1996-97, an increase of 13 5 per cent. The rate of 

interest on these loans ranged between 5. 5 per cent to 14 per cent per 

annum. 

As per Annual Report of RBI for 1996-97, the proportion of the 

short term loans (below 5 years) in the total market loans has sharply risen 

from 7.4 per cent as at the end of March 1992 to 38.4 per cent at the end 

of March 1996. The short term maturity loans constituted almost 50 per 

cent of the total market loans raised by the Government in 1996-97. Short 

term debt entails more frequent repayment obligations and amortisation 

problems as would be clear from repayment schedule of market loans, 

excluding the interest liability of the Union Government for the next six 

years is as under: 
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·N~t acue~ilollll from tllne 
. market '.noaJins alfter 
.. · ir:epaymerrnt aHlldl paymellllt 

··. · of · tllne .. Pll'.lillllcipall, llnas 

started! ~mnllllg !lllegatftve. 

Table 9.6 (iii) :Repayment schedule of.market loans 

(Rupees in crore) · 

iii:iJ!llii!i~!iii!ii!l~\11iltliiiiiiiilli~iii~iiiiiiiiiiiiii\iiii ···:)·=•·i•:•···•••:•:·::.:.11~i:!!::::·:::•:·i::.,.::: .•. •=•::=::: 

iiitii~i~iiiiiit~l~ti,!.~~&~~\ii\iiii::;1~1;; ··=··=·=:::::::::::::::::: .~i~il'~l··:::::i::::::::::::::::::; :,i:::::::ii . 
::1::::::::::::11~i~~•:•••:•:11:1:11:!~21::;::::::;1:11::::::::::1::: =: ===·====·····::;:::::::: ••!~~~~···=.:=·::·::::::::::::::::::.:::,::::: 
11~@•m:1::1t11111:1:11~1~111J11;;:::1:;;;i1~; 
::~:::::~11~i1~11:1:11:1m~1111111;1::11!•~1:11:~111 

During the next six years Union Government has to repay Rs 90116 

crore as principal on existing· market loans. · .... It would be observed from 

Table 9.6 (i) that during 1992-93 the repayment of market loan was 

Rs 1145 crore only which rose to Rs 7905 crore in 1996-97 constituting an 

increase of 590 per cent. Dur~ng 1997-98 the repayment of market loans is 

llkely to increase by around 3 8 per cent over 1996-97. 

Viewed in the background of heavy liability both towards 

repayment of loan and interest, Government is likely to be compelled to 

resort to still heavier borrowings tci ensure that· market loans are retained as 

a 'source' rather than turning them into an application. 

9AiJ. Devollvemeirnt of market bormwnrrng on RBI 

As per Annual Report of RBI for 1996-97, the devolvement on the 

RBI of market borrowings which were not absorbed by the market during 

the last three years was as under : 

'Jfalblle 9.6.1 : D~voilvement of market brnrrownng onn RBJ[ 

(Rupees in cirore) 

It would be seen from above table that the devolvement of market 

borrowing on RBI in absolute term was.Rs 12655 crore in 1995-96. But in 

1996-97, the position improved and devolvement on RBI was Rs 3698 
crore pnly.·· 
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9.7 Other mlr~al liabilities 
Small saviJgs, provident funds, other accounts (special deposits, 

Non-Government ~rovident funds etc.) reserve funds and deposits form 

part of Public Acfount. The balances of Public Account are carried 

forward annually. 'ifhe net addition to small savings, provident funds, other 
I 

accounts, reserve funds and deposits are utilised by the Government as 
I 

resource, while adding substantially to the liability of the Government. 

· The positioh of addition, repayment and balances in various Public 

Accounts during thb last five years was as under :-

TalbDJ 9. 7 : Growth' l{)f other internal !iabilitnes 

I (Rupees nl!R crnire) 



Other internal liabilities 
increased by 72.S per 
cent over the last five 
years. 

l~~]f~~r''' '..-.'._~'-'.;_!_: 
tf~: :·:· ~~ 

During 1996-97, the total other internal liabilities aggregated to 

Rs 276962 crore, out of which, Rs 100087 crore (36.1 per cent) was under 

special deposits and Non-Government provident funds etc. and Rs 103928 

crore (37.5 per cent) was from small savings. The balance Rs 72947 crore 

(26.4 per cent) was on account of provident funds :Rs 35027 crore, 

deposits :Rs 29599 crore and reserve funds :Rs 8321 crore. 

The total of other internal liabilities of the Union Government 

increased from Rs 160554 crore at the end of 1992-93 to Rs 276962 crore 

at the end of 1996-97, which constituted an increase of 72.5 per cent. Over 

the last five years, the Union Government has utilised the net accretion of 

Rs 11 6408 crore in the Public Accounts as resource to fund the deficit. 

9.8 Debt servicing of the internal borro~ings 

The trend of debt servicing (repayment of principal and payment of 

interest) of the internal borrowings including treasury bills was as under: 

Addjtion during 
the year 

200507 

174207 

148556 

159614 

93754 

Table 9.8 (i) : Net inflow of internal debt 

27233 

22179 

19168 

15587 

13542 

(Rupees in crore) 

4.67 

11 .03 
1.07 

19.44 

13 .66 

Table 9.8 (ii) : Net inflow of other internal liabilities 

Addition during 
the year 

109927 

/100817 

95140 

79134 

63837 

~1ii:!)~l\~~~j):.J!~.,t s~ffl)~~;. .,,, 
JL:JlijllYm.mt Interest 
!:;~:~~%~ht·:-: ,,, a ment 

28022 

23452 

20866 

17430 

14004 
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Net Inflow or lnternel debt end other lntemel llebllltiea (Ra In crore) 

35000 . 

30000· 

25000 . 

20000• 

150001 
10000· 

5000· 

0 

Most of the borrowings I 
liabilities are consumed 
by repayments and 
interest payments. 

31025 

2448 1960 

lntemal debt internal llabilitles 

lil 1992-93 •1993-94 0 1994-95 0 1995-96 • 1996-97 

It would be observed from the 

above table that the net inflow of 

the internal debt, which was 

11.03 per cent during 1995-96, 

declined to 4.67 per cent during 

1996-97. 

The net flow in the other internal borrowings which was 2.43 per 

cent of the addition in 1995-96 declined to 1. 78 per cent in 1996-97. The 

percentage of net inflow of resource over the five years would suggest that 

almost entire borrowings and increase in other liabilities are consumed in 

repayment of the principal and the payment of interest and practically no 

addition to resources is available through raising of internal debt and 

through Public Account. 

9.9 External debt of the Union Government 
The growth of outstanding external debt at the close of the last five 

years at historical exchange rates was as under : 

Table 9.9 (i) : Growth of external debt 
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Exte rna l debt inflow bas 
turned negative since 
1994-95. 

.,......, debt (Rs In crore) 

-----11~r ,.;: • • ...... 

80000 

eoooo ..... ..... =-• • • <IOOOO • ..... .. ... 
20000 

0 

1992-93 1993-94 1994-95 

~Closing balance at historical rate 
- Closing balance at current rate o( exchange 

The outstanding amount of external debt at historical rates of exchange as 

percentage of GDP decreased from 6 per cent in 1992-93 to 4 .2 per cent in 

1996-97 However, in absolute terms the external debt increased from 

Rs 42269 crore at the end of 1992-93 to Rs 54239 crore at the end of 

1996-97 which constituted an increase of about 28 per cent. 

However, since repayments of principal and payment of interest is 

made at the current rate of exchange, the real magnitude of e~ernal debt is 

its value at the prevail ing exchange rate. The Government Accounts, 

however, reflect the external debt at historical rate. At current rates of 

exchange the external debt stood at Rs 149077 crore, which was 11 . 7 per 

cent of GDP at the end of 1996-97. 

It is noteworthy that since 1994-95, external debt flows have turned 

negative in the sense that repayment of principal and payment of interest is 

more than the annual addition as is indicated below .-

Table 9.9 (ii) : Net inflow of external debt 

(Rupees in crore) 

.J ~ii~~~~i!~ 
!.:'::·j§Y..l!irl 6759 f,1il?.l~::i:r~aii ~l.A'.:@f 4414 ==~:n~'iii40:.~;r~n:@ ( 60 60 

J;·~ :~~ ~ ~R! lffl (~:·~::l 
It would be observed from the above table that debt service 

payments as percentage of the inflow of external debt which was 81 per 

cent in 1992-93 shot up to 16 1 per cent in 1995-96 resulting in Rs 4096 

crore of net outflow from the Union Government 's resources. However, it 



Large amouJID.ts of 
· commlitted external! 

assnsttIDJ1.ce remained! 
U11nutii!isedl. OJID. . whiclffi • 
commmitmeimt charges of 
Rs 93. 77 crore was paid!. 

has come down to 113 per cent in 1996-97 resulting in an outflow of 

Rs J 23 5 -~rore · 'Yhich is. att~ibutable to high external borrowings during 

1996-97. Thus, ifar from bemg a source, the external debt has become an 

... application in real· sense. . 

9.10 ·tJnntiliLl external assistance · 
. As: on 3 ~ March i 997, unutilised external assistance was of the 

• · .. •. ·.. I ·. . 

.· or~r of Rs 44 71 L crore. The ~?w rate of utilisatiol_l of external assistance 

is particuli;trly worrying now, wh~11 net inflows have turned negative. Much 

of the u~utilisedl ~~ernal assist~nce is for pr:ojects in the infrastructure 

sector. The sectorwise details of unutilised external aid as on 31 March 
I 

1997 is.given in Appendix XIII. 
I 

The Standing Committee on Finance (1995-96) - Tenth Lok Sabha 

in their Thirteenth ReporHook a serious view of the fact that a significant 

portion of the cf untry' s .external debt stocks is lying unutilised and the 

country has to pay comrrutment charges on these undrawn amounts. The 

Committee, therJfore, felt that there was an urgent need to review these 

foreign aided p+jects so as to identify the reasons for delay in their 

implementation and recommended' that suitable steps should be taken to 

improve the utili~ation ofloans. 

. I . . 

9.11 Commitment charges 

Jn respecf of external loans raised from World Hank and other 

foreign. governments the agreement provides for payment of commitment 

charges on the athount of principal which have been rescheduled for drawal 

on later dates. A~ there is no distinct head in the accounts for reflecting the 

payment of coJmitment charges, it is shown under the head interest 
I . 

obligation. The details of the charges paid to various bodies/governments 
I . 

during the last five years was as under:-

Tablle 9.U :- Commntmemnt cllnalf'ges 
Ru ees iillll cirowe 
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Market loan at a higher 
rate of interest grew by 
11.58 per cent whereas 
soft external loans 
remained unutilised. 

r 
Commitment charges (Rs in crore) 

'I 

100 

95 0">77 

I 90 
I 86 

I 80 
I 76 

68.39 R<l 7 I 70 
I 66 

...___ 

60 
-.......... I 

55 
59.63 58-Qd 

50 

"'- 1992-93 1993-94 1994-95 1995-96 1996-97 

It is interesting to note that as already mentioned in para 9.6, the 

market loans during the period 1995-96 and 1996-97 increased by 11.58 

per cent on which Government was paying interest at much higher rate 

ranging between 10 per cent to 14 per cent in respect of loans raised after 

1992-93 as compared to the soft external loans raised from World Bank 

and other sources which varied between 0.75 per cent to 6.98 per cent. 

Yet these loans remained unutilised and Government had to pay 

commitment charges as mentioned above. 

Despite the concern expressed by Public Accounts Committee 

(1968-69) in paragraph 2.35 of its Fifty Fifth Report (Fourth Lok Sabha) 

and Estimates Committee in paragraph 4.38 of its Eleventh Reports (Fourth 

Lok Sabha) on the payment of commitment charges, it went up from 

Rs 68.39 crore in 1992-93 to Rs 93 .77 crore in 1996-97. 

9.12 Indebtedness of the Union Government 

The total indebtedness of the Union Government for the last five 

years reckoning the external debt at current rate of exchange was as under:-
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Total llablllty at current rate of exchange {R8 In 

The above indebtedness of the Union Government is based on the 

Union Government Finance Accounts and is different from the external 

indebtedness of the country. In addition to the external debt exhibited in 

the Finance Accounts, there are other liabilities like public sector 

borrowings from abroad, imports funded from foreign loans, Non-Resident 

Indian (NRI) and other Foreign Currency (FC) deposits and accounts, 

commercial borrowings, as well as guarantees given by the Union 

Government which also contribute indirectly to the external debt of the 

country. 

9.13 Guarantees given by Union Government 

The position regarding the maximum amount of guarantees for 

which Government have entered into agreements and sums guaranteed 

outstanding at the end of the years 1992-93 to 1996-97 are given below : 

Ill 
Ill 

Table 9.13: Guarantees given by Union Government 

Maximum amount 
of guarantee for 

which Government 
have entered 

into a reement 
124705 
94761 
89563 
84738 
79552 

111111111111111 
11111111111111 
t1~:~:~11tmJli['.ffII 

II 
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Ru ees in crore 
External 

30839 
29345 
30268 
30626 
28988 



9.14 Impact of public debt 

The ever increasing amount of public debt has inevitable impact on 

other areas of expenditure and aspects of Public Finance. The committed 

liability towards debt service obligations account for nearly half of public 

expenditure and Government has toresort to more borrowings to meet the 

liability of debt. servicing besides raising resources to meet the expenditure. 

Therefore, the requirements for increased spending in various sectors have 

to be reconciled with the need to curb .the expenditure and reduce deficit. 

9.J14.1 Paurifameimtairy control over the budget 

As a result of ~.he sharp rise in debt servicing an overwhelming 

proportion of the total disbursement out of the Consolidated Fund of India 

~-·. . is charged on the Fund i.e. it is not subject to the vote by Parliament. Only 

about one-thilrd of the total budgetary expenditure is now within the ambit 

of the discretion of Parliament and is subjected to vote. During 1997-98 

(BE) out of a total disbursement of Rs 539069 crore from the Consolidated 

Fund of India, 65 per cent amounting to Rs 349585 crore is charged. Of 

the charged expenditure, 85 per cent is to be applied towards debt service 

obligations i.e. to repay instalments ()f the loan and pay interest dues. 

It is significant that the receipt from borrowed funds (Public Debt) 

of the Government increased from Rs 180966 crore in 1995-96 to 

Rs 210042 crore in. 1996-97. In other words, during 1996-97 more than 

. half of\the Consolidated Fund receipts amounting to Rs 412911 crore 

cqmprised of borrowed funds. 
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lUlD.l Nafure of obseirvatll@rrns 

. , ·•·•· ' . The Fijce Accounts of the Union Government are prepared in 

acc?rd~n~e wit~ I the. ~ove7~ent. Accoun~ing Rules, 1990. an~ various . 
· other rules and mstruct1orts issued by the UruonGovemment m this. regard. · 

. 'fhe validity of ttle accounts is therefore ·a.djhdged in accord'ance with the 
I . . . . 

observance of these rules and instructions. 'fhe correctness of the . 

accounts, on th~ other hand, is to be judged . on the basis of. the 

completeness, reliability of accounts as revealed by supporting documents 

and procedures 1aid. down and such other ·material as is noticed in the 

course of ~est ch+k. . . . . . 
This chapter contains observat10ns pertammg to the correctness and 

validity ofFinahc~ Accounts and are-therefore_qualificatory in nature. 

Jltill.2 Re(C~ITll.dllfarilllllill of acc®Mnfa · 

. . . . . .The fi~es exhibited in the Finance . Accounts represent those 

figures of expenditure and receipt which have been booked in the books of 

variousPay and I Ac~ounts offices which are s~bsequendy consolidated. 
Each of such transact10n ajso represents the receipts and payments booked 

by the Reserve Blank ~f In~ia i~to their books. At the e~d of the year the 
net effect of trafsact1ons m the Government accounts 1s represented by 
'Deposits with the RBf. 'fhis figure, whic_h is both in the books· of 

Government as fen as in the books of RBI, should normaUy tally. 'fhe 
difference, if any, between thes~ two figures should be reconciled and .· ... · . . . ·1 .· . . . 
explained satisfa9torily to ensure the accuracy of the accounts. . . 

Para 1.19 .4 of th~ . Civil Accounts Manual provides for the 

reconciliation of these figures. · It was, however, noticed rrom the accounts 
tha~ . th~. figure o1f 'Deposits with the RBf as on 31 March .1997 in the. 

Finant.e accountJ. is s}iown as· Rs . 23 77 crore, while that reported by the . . ·· .. ·.· . I . . .· - . 
. RBI was Rs 20~1 crpre, thereby sh~wing. a difference of Rs 306. c~o.re 

between, the two figures. - The d1fferenGe has not been reconciled. 
·.Diffen~nce of Rs 333 crore in the two sets of figures at the end of March 
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1996 was pointed out also in last years Report (Report No. 1 of 1997 of 

Comptroller and Auditor General of India). 

10.3 Factor affecting the accuracy and correctness of 
accounts 

Under the major head 5053-Capital Outlay on Civil Aviation-02 

Airport-102 Aerodromes in Grant No. 97; Andaman & Nicobar Island, the 

expenditure during 1996-97 indicated against the total provision of Rs nine 

crore, which included re-appropriation of Rs four crore, is minus Rs 0. 75 

crore. 

In fact, the actual expenditure under this major head during 1996-97 

was Rs 9.25 crore and therefore, an excess of Rs 25 lakh should have been 

reflected in the column for excess or savings. The minus expenditure 

resulted due to irregular action of Andaman and Nicobar Administration in 

treating the amount of a cheque for Rs 10 crore drawn in favour of 

Hindustan Aeronautics Ltd. in 1994-95 for purchase of a Dornier Aircraft 

as reduction in expenditure during 1996-97, since the ministry did not 

approve purchase of the aircraft. 

The Andaman and Nicobar Administration had reappropriated 

Rs 9. 99 crore to this head during 1994-95 after obtaining a token 

supplementary grant of Rs one lakh for purchase of a Dornier Aircraft in 

violation of Rule 10(1) of Delegation of Financial Power Rules 1978, which 

prescribes that funds should not be appropriated or reappropriated to meet 

expenditure which has not been sanctioned by an authority competent to 

sanction it. The Administration drew cheque in favour of Mis HAL by 

reappropriating the funds without the sanction of the Ministry of Civil 

Aviation. The Ministry, eventually, did not approve their proposal. The 

Andaman and Nicobar Administration cancelled the cheque during 1996-

97, two years after it was drawn in 1994-95 and booked it as minus 

expenditure in the accounts of 1996-97. 

Thus, instead of the actual expenditure of Rs 9.25 crore under the 

above head, the accounts reflected a minus expenditure of Rs 0.75 crore by 

incorrectly treating the amount of cancelled cheque as minus expenditure 

which did not present the true and fair view of accounts during 1996-97 

relating to Grant No. 97 - Andaman and icobar Administration. 
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Net figlliires ·. · 1!Illllli!ller · 
S11IlSJPleHllse llleai!ll!i - i!llo Kilot. 
11ll!ow tl!ne totllll llfinmmel!llsnoim 
of mntstmdlillllg JbaJIUJ.(ClfS, . 

1 ([)A} S1ll!SJ1»ermse lb~faumcces 

·rn .. 4.1 Baia.,J nmder lllll2joirsusll'e"se accomn1tS 

·All such )ransactions as. are ultimately cl¢ed' either by payment or 

recovery in casp. or by book adjustment are recorded ini.tiaUy under 
- I - . -

. susp~se head. f 1 ball~nces _.urider Suspense heads_ ought to ~e revie~ed at 
·. short mterval.s so that it may be secured that no item remams unad.JJusted 

longer than is r~asonably necessary to · bring about its dearance in the 

··ordinary course iith•chle regard to the rules applicable to each case. 'fhere 

is, therefore, a n~ed to clear these amounts· expeditiously and dassify them 

.-. · to appropriate hdads of accounts. 

1u.u cL,D'..,:"li .. g ....... r. i~ ••111orfo•g 

The SusJense balances On debit side represent expenditure items . 

and those on cr~dit side represent receipt 'items awaiting adjustments. ][n 

the Firiance Accdunts, both are merged and only the net figures are shown. 

'fhe figures exhi~ited as net figures do not show the total dimension of the 

·-value ofttansadxpns awaiting adjustment on both sides. 
'' ' 1 .. ' ' ' .. . ' 

'fhe figilres lying under suspense· heads for the last five years are 

· given below: 

TabHe lOA.lJ_ (n) : Sus!Pel!Ilse Bafianttes 

(lRU!!pees fin ~roire) 

iii11;: :::.1.,:_._,:_.1r,~::::111:u::::::::::;::1;::::::~~1:::::;::: 
l!!i!ii!i!ili!!l_E\1&t:~::1:1::1:1 ::::-:::::::.:::-:·.:::_::::;:::·-:· ifil.,:,::::::ll:i:!:·:::,::::.-, .. i:::1,:,:::::.:::::,:::_ 
\~11::1imm:1~11i~11:~41j~:i~~:! ::=:_-:,,:::-==_=:.·::·.::1·::::::::==·:1&1=.::11~~1:::::::::::::::::::::::::1:::::r 
ill!L.::.: h"°·:::::::::::::::::;,;,;,;.;1~~\~l\l\l\l\ ::,,.:-:=:--:_: .. :_.:~::::::::·:.::1ii1;,::::::~!ll:::::::::::;,~:::::.::~:::::::··:;· 

* Rs 20138.69 on account of misclassification.. 

n would be observed fr:om the above table that the suspense 

.•. balanc~s during 1199?-97 increased by Rs 1195 crore over the previous year 
· which constituted an increase of I 0 per cent. · Leaving aside the 

nlisclassification 6uriiig 1993-94, ·the balances under suspense heads have 

·-been increasing o~er the years .. , 

n 

•.! 
I 



The position of Suspense balances under major suspense heads for 

the last five years are given below : 

Table 10.4.1.1 (ii) : Balances under major suspense heads 

(Rupees in crore) 

31March 

1997 

Dr. 262.90 

Dr. 354.84 

Dr. 68.66 

Dr. 980.42 

Dr. 145.08 

Dr. 1700.10 

Dr. 563 .28 

Dr. 215 1.68 

Cr . 198.95 

Dr. 205 .26 

Dr 4273.09 

31March 

1995 

Dr. 267.98 

Dr. 568.99 

Dr. 97.41 

Dr. 635..18 

Dr. 215.52 

Dr. 1830.01 

Dr. 581 .35 

Dr. 1426.68 

Cr. 178.12 

Dr. 186.40 

Dr. 2005 .61 

Dr. 361..76 

Dr. 239.46 

Dr.1239.J l 

Dr. 117.03 

Dr. 1497.66 

Dr. 360.23 

Dr. 1365.09 

Cr. 176.35 

Dr. 286.82 

From the above table it is seen that balances under PAO suspense, 

R.B . Suspense Head Quarters, Suspense Accounts P&T, Suspense 

Accounts Defence, Suspense Accounts Rai lways, Public Sector Bank 

Suspense, Cash settlement suspense and Suspense Accounts for purchases 

abroad have increased in 1996-97 over the previous year. The balances 

under Suspense Account (Civil) and Telecommunication Accounts Office 
Suspense have come down in 1996-97 over the previous year. 

72 



Huge amoellllts aire dlue 
from tll:Re importers. 
alltl!nollllgll:R . tll:Re 
· Govell"nnmellllt l!nas allll"eady 
madle paymemtt for the 
iimports. 

.... ·;. : Unde1 PAO- suspense some :of the. increa_se in balances were in 
. M1mstry ofF1nance,.Department of Economic Affairs :Rs 49.50 crore (Cr), 

·Health and F~mily Welfare: Rs 12.70 crore(Dr), Atomic Energy: Rs 16.46 

crore(Cr), CBDT : Rs 26.44 crore(Dr) and External Affairs : Rs 46.18 

c~ore(Dr). . . j . . .. . .· . .. .· . . 

· Unde~ RR Suspense Head' Quarters; the; increase by Rs 26.18crore 

(Cr), in 1991-97 over the previous year is mainly due··10 increase in 

bah!nces _in ~nistry_ of .Finance, Department of. Economic ·Affairs by 
Rs 24:74 crore(Cr). · · · · .· · 

I . . . . . . . . . . 
· ·Balance under Cash Settlement Suspense has increased by Rs .. 13.88 

~rore(Dr): inf 1996-97 over ~he previ_ous ~e~r which is maiitly}H~ to 
mcrease m balance under·. this head m Mimstry of Urban Aff~1rs ,and 
. . I . . . . . :.• '·· ·: ·::: 
Employment by Rs 1 L79 cfore(Dr), and Lakshadweep Island by RfJ:.30 

·· · crore (Dr). · 

. . 

· · · 10.4.2 Suspense accrni.llllllt forpmrclhases albroadl 
- . I . . . . . . 

· ·. - .. The bf lance· under this ·minor head has increased Srom. Rs 1848:78 

cror~(Dr)in 1995-96 to Rs 2151.68 crore(Dr) in 199~-97: Oyerthe five 
. . I. . . . .. .· ·. .· .. 

years 1992-93to1996-97the balance-has increased by Rs 787 crorewhich . I . . 
is about 5 8 per cent. 

I . .· . . .. . 
The minor head 'Suspense Account for Purchases Abroad' is 

operated in th~ books of Controller of Aid Accounts and Audit, Ministry of 
Firiance, Deplrtmeµt. of Economic Affairs: ·In.· cases where imporls under 

direct paymedt .procedures by importers holding licences for imports are to 

be, financed obt of foreign loans credit, the payment for imports is directly 
. I . . , .. . ·. 

made by Government and anequal amount is kept under this suspense; till 

the 'payment i!s received from the importer. The debit balances under this 

head will . in9icate the amount which is yet to be recovered · from the 

importe_rs, although the Government has already made the payment for 
these imports.I - . . . .· 

. A list ~howing sel~ct.ed. importer-:-wise details are given in Appen~ix 
XIV. From the Appendix it is also seen that huge amounts are pendmg 

from variou.· s:lljmporters like Pa. wan Hans Helicopter ~ R.s 13 .. 0.75. c~ore; 
N.H.P.C - }ls 120.43 crore; NTPC -Rs 105.69 crore; SmgaremCoHrenes -

Rs 62.03 crore; MMTC - Rs 19.28 crore; Anpara UPSEB - Rs 207.52 

crpre; Railwhy Board - Rs 270.72 crore; A.P.S.E.B. Hyderabad -

Rs 155.55 crlre; Hindustan Z~nc Aid - Rs )06.53 crore; and Power Grid 

Co~poration lof I~dia Rs 324.03 crote. From the imormation made 
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Increase in balances 
under public sector 
bank suspense over the 
previous year is 187 
per cent. 

available from the Department it is seen that purchases have been made 

against various importers in 1996-97 when the payments for the purchases 

of earlier years are still due from them for even as long as ten years in some 

cases. 

10.4.3 Central Boa rd of Excise and Customs, Ministry of 

Finance 

Detailed scrutiny of suspense balances in the Central Board of 

Excise and Customs, (CBEC) Ministry of Finance revealed the following 

position. 

The net outstanding balances under various suspense heads in the 

books of CBEC for the last five years are given below. 

Table 10.4.3 (i) Trends of suspense balances of CBEC 

(Rupees in crore) 

b/ 0.45 ,., .•. 

' Dr. 0.41 
Dr. 0.14 

Dr. 0.01 

It would be observed from the above table that the suspense 

balances have increased considerably over the five years. The increase of 

balances under Public Sector Bank Suspense which represents amount 

owned by Banks to Government is up by 187 per cent from 1995-96 

whereas the increase in collection of Excise and Custom duties was only 16 

per cent over the previous year. Over the last five years balance under this 

head has gone up by Rs 229.64 crore which is about 19.90 times. 

It would be seen that instead of netting the debit and credit 

balances, both of which depict inaccuracy in accounts, the actual magnitude 

of inaccuracy gets suppressed due to compensating entries. 

The minor head wise analysis of suspense balances are given below: 

(a) Pay and Accounts Office Suspense 

Transactions under Pay and Accounts office suspense (PAO 

Suspense) represent either recoveries effected or payments made by an 

Accounts officer on behalf of another Accounts Officer which are 
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eventually to ~e adjusted to th~· final~ h:¢acf of accounts in the books of the 

Accounts Officer agaihst whom the "PAO suspense" has been operated. 

·· Y ean+se break up ·~f~puistanding balances under PAO suspense as 

. on 3 .I .March· 1997 is given b~l~w · · 

i Tabi~ 10.43 (ii) (PAO Suspense) 

1 . . ..· (RllRpees Rl!Il tt:ll'([Jlire) 

li!ll\!fili•rli!iiil'.U:::::::::::::::::::::::::::::::::.:=:·::==:-=::-.:::::::.:::::::::::,:,::11!:P:i!-,,Bti!i!ll~:::::::::::::::::.:::::::::::::;::::_:::::::::::::::::::::::::::::::::::::: 
. liiilli~!ilitlifillli!lil :::::;:::::::::::1;::=:::;::11f::::,:,;:.::(:::::::::=:·:=:; !!:::::r.t\l~i![~i~]l@i~jil~l: :::::=:·::::::::::::::::==::::::::::::::11:::::::::::::=:::==::·:::::,:::::::::::: 

:i&~~.:t~:i.lUllli?~ ;:::::::;::::;::::::::::::1~::~_,1:::::::::::::11=:·:=·==.=::::: :::1:;::::i:~;:;:::::1111::1::~1~;;::::; :::\:i;=:::::::::::::;::::::§[~::::~:\:i1::;:::::,:::::::;::;::;:: 
· . 11:1:::1111\l!llt.lit\il~l:~ :;=:::=:::::::::::::::,=,:,:,:=:=:=::::::tt:.=·=,=::·:::.:,:.:::::;;,:: 11~:11:~:;11:\~11i~~:m11i1:1;1~~11 ::·:_:\:_,,,::=·:==::::::::::m~i:::::l:~!I:::::::::::::::::;;;;::,: 

111:::1~111i1a.1I1~11*1111 ;:~1m:::1:::::::::;;i1~11:ili1111:*m:: :=::::=::::::::::::::::::=::::~r1::::?::~11::::::::::::::::::::::::::::: 
1ii111•11m1:1t1i1 :::;j:::1~1:111~1t1t1&11:;;:;:;1:11 :::::::=:::::.:.:,;~:::::::lri=:::?:~a:::::::::::::::,:::::::::::: 
i~~11;:;,;,:1;~st.m1::::1::*!~l :~11fil:::::::*:111111!iil::1t~i :::·:=::::::::::;:::::,:::=:m£;,:;:m~:f!1::::::::::::::;·:1::;:,;,: 

,.· :~:::::::~i1lili~1iiBl1111llii~!:l:l:l:~ :=:=:::::::.:,:-::::::::::::R~I'~:::-:::::::::::·::::::,:::,.:::: 1::::::1::::1:::1:1:t~:i~llli~l!iil~1li! ::=:::::=;:::=: . .-,,::·:l!~::::~:~ffili·'_··::=.--:=:::::::::::: 

·.. ·.• . Reckolg the d~bit and credit balances separately the actual 
· suspense baladce would be Rs 15. 03 crore. · -· ·: - · .. ,: 

. The eJ.liest period ofoutstanding balances is 1987-88. 'fhe reasons· 

for ~on cl~arJnce of credit balances of all these y~ars under this head is 
. . . - ,I , . . . .. 

mainly on acctount of sales tax recovered on sale of confiscated goods 

which is beind booked under this minor head and the clearance depends on 

the final deciJion of the writ petition filed by State Governments in the 

Supr~me Cou1rt. Debit balance under. this head is on account of non 
I ... . . 

settlement of I outward claims in respect of p AO Customs Calcutta, 

Bombay and b~ PAO Ministry of Finance Department of Revenue. 

(b) l,'ublicl Sector Bank Suspense 

I ' 

Public !sector Bank nominated for the Department initially pays the 

amount from its cash balance against the cheques issued by the concerned 
. I . ·. . 

Ministry/Depa'rtment/P AO and then claims reimbursement from the Central 

Accounts Sec~ion (CAS) RBI Nagpur which maintains the account of each 

Ministry/Depahment. Similarly when Government receipts are paid into a 

Public. Sector I Bank, it passes on the proceeds to the Central Accounts 

Section RBI ~agpur. As there is a time lag for a Government transaction 

carried out bYI the bank to get. reflected' in Government cash balance, this 
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mmor h~ad Public . Secto,r Bank $uspense is operated to account for 

transactions a~aiting settlement. 

. . . .,: ... Deb,it balance under this head represent the amounts owed by the 

public sector banks to Government. .. 

The yearwise break up of outstanding balance under this minor head up to 
. . 

1996-97 is.given below:. 

Table lQ.4.3 (m) PSB Suspense , 

Out of net Rs 241. 79 crore(Dr) ·outstanding at the end of 1996-97, 

Rs 218.28 crore alone pertains to· 1996-97. Moreover balances are 

outstanding since 1987-88. The CBEC should take steps to clear the olid 

balances. 

The Department .stated, in August 1997, that balances are 

outstanding due to the following reasons and constraints faced by them. 

i) Due to incorrect settlement of the. transactions by the focal 

point banks concerned. 

ii) Due to arithmetical/clerical error in the put through 

statement. 

iii) 

departments. 

Due to the inclusion of transactions pertaining to other 

In addition to these reasons, the delayed remittance of revenue 

. collections to Government account by the focal point bank/local. branches 

of nominated bank is also one of the main reasons for outstanding balance 

under P_SB Suspense. Delays up to 2136 dC1.ys have also been seen in such 

remittances. 

I 
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(c) Suspeyse Account.(Civil) 

I 

Suspetjse Account (Civil) is operated for accounting of transactions 

which for wan~ of certain documents viz vouchers, challans etc. cannot be 
I · .. · ... 

taken to the final head. of expenditure or receipt. . 

The yJar wise break up of outstanding balance under the minor 

head SuspensJAccount (Civil) as on 31 March,1997 is given below: 

Table 10.4.3 (iv) Suspense Account (Civnl) 

(Rupees nllll cm re) 

-••t~am 

m?fl•I 
The .+ual . suspense· balance taking the debit and credit items 

distinctly would work out to Rs 3 .10 crore rather than Rs 0. 66 crore 

arrived at by n~tting of the debit and credit. 

The elrliest period of outstanding balance is 1987-88. · The 
I . 

Department stated, in August 1997, that the debit balance under this head is 
I . 

mainly due to lbo_oking o.f the Pay and allowances for March paid .throug~ 

dem1md drafts, under this head and these amounts are cleared m Apnl 
. I 
subsequently. !However the reasons for outstanding as old as 1987-88 were 

not explained. 

lOA.4 Central Board of Direct Taxes 

Detaill scrutiny of suspense balances m the Central Board of 
I . . -

Direct Taxes (CBDT) Ministry of Finance revealed the following position. 

The oJtstanding net balances under various suspense heads in the 
I 

books of CBDIT' for the last five years are given below : 
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JBaK:mces \lllmller JP' AO 
sunspense lbtave iillllcreaserll 
lbiy 78 per cent over tlbte 
five year pell"iiorll. 

Talblle 1 ~.4.41 (n) 1I'rel!lldlS of S1lllspeJ!llse lbafa!lllces of CBDT 

(Rupees Rllll crrnre) 

The balances under PAO suspen~e have increas~d over the five year 

period by 78 per cent while the balance underPSB suspense has decreased 

over the five year period by 14 per cent. Suspense Ale Civil has also 

increased by 75 per cent over the five year period. 

The minor head wise analysis of these balances is given below. 

(a) PAO Suilspellllse 

This minor head is operated by CBDT as an intermediary head to 

accommodate the tax deducted at source by various States towards the fag 

end - of March. These collections - of receipts in the forms of 

cheques/demand drafts are to be accounted for in the same year by 

crediting the relevant receipt head per contra debit to PAO suspense. This 

suspense head will- be cleared _ subsequently in next year when the 

cheques/demand drafts are encashed. This suspense head is also operated 

normally in respect-of transactions adjustable by other Accounts Offices. 

Out of net debit balances of Rs 152.33 crore outstanding at the end 

of 1996-97, net debit balance of Rs 4 .19 crore is pending in respect of 

period up to 1995-96. Earliest period of outstanding balance is shown as 

1986-87. The Chief Accounting authority should take steps to clear the old 

balances. 

(lb) Pllllbllnc Sedor Bal!llk S1U1spellllse 

The yeanvise break up of outstanding balance under PSB suspense 

_up to 1996-97 is given below : 
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Table 10.4.4 (ii) : PSB Suspense 
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Balances under suspcn c 
account ci\'il ha, ·c 
increased b~· 3 15 per 
cent O\'Cr the five ~·car 

period. 

From the above it is seen that only net debit balance of Rs 0.05 

crore is pending up to 1992-93. Out of net debit of Rs. 3 .32 crore 

outstanding as on 31 March 1997, Rs 0.05 crore pertain to 1989-90 and 

1991 -92. 

l 0.4.5 Chief Controller of Accounts, Department of Supply, 

Ministry of Commerce 

Detailed scrutiny of Suspense balances of Department of Supply, 

Ministry of Commerce revealed the following. 

The trends of major suspense balances in the books of the 

Department of Supply for the last fi ve years is given in the table below. 

Table 10.4.5 (i) : Trends of Suspense balances 

PAO Sus ense 
Dr. 141. J 3 
Dr. 120.94 
Dr. 119.39 
Dr. 212.82 
Dr. 376.86 

(Rupees in crore) 

RB Sus ense CAO 
Dr. 48.85 
Dr. 108.89 
Dr. 72.40 
Dr. 81 .52 
Dr. 57.42 

From the above it is seen that while the PAO Suspense balance has 

come down from Rs. 3 76.86 crore in 1992-93 to Rs 141. 13 crore in 1996-

97 const ituting a reduction by 63 per cent, but it has increased from 

Rs 120. 94 crore in 1995-96 to Rs . 141. 13 crore in 1996-97. The balance 

under Suspense Account (Civil) has increased from Rs 38.71 crore in 1992-

93 to Rs 160 68 crore in 1996-97, which constituted an increase of 315 per 

cent over the fi ve year period. RB suspense (CAO) has decreased by 15 per 

cent over the five year period. 

The minor head wise analysis of these balances is given below : 

(a) PAO uspense 

This minor head is operated by Department of Supply to pass on the 

debits of payments made to contractors through outward claim account to 

the concerned Accounts Officer of Civil Ministries/Departments for 

purchases made through Director General Supplies and Disposal. This 

suspense head is cleared after the cheque/demand draft is received from the 
concerned Accounts Officer. 
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The outstanding balance under this mmor head indicates the 

expenditure for pJrchases which have not been adjusted in the books of the 

concerned Accoutlts Officers. 

From the ~earwise break up of balances collected from the MIS 

Statements to the! close of 30 September 1997 sent by the Controller of 

Accounts to the Controller General of Accounts, it is seen that balances are 

outstanding from ~he period even prior to 1986-87. TheYearwise breakup 

is given below : 

Table 10.4.5 (ii): PAO Suspense 
(Ru ees nllll crmre 

The figurJ of PAO suspense in respect of PAO supply New Delhi 
, I , 

could not be checked as the broad sheet was not being maintained and the 

work was in ~rreats. But from some of the data made available it was seen 

that some major lldebit claims are pending from the following Accounts 

Officers. 

_Table 10.4.5(iii) : Amo1!llnt outstanullllng from var-io11.lls A1wonmrnts 

Officers. 
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The Department should take steps. to clear the balances as the 

accumulation of balances under this head represents that the expenditure on 

purchases by vanous Accounts Officers of vanous Civil 

Departments/Ministries have not been adjusted . 

(b) Suspense Account (Civin) 

· The Department of Supply operates this mmor head for the 

following specific transa~tions a11ising in their books. 

(i) The cheques/demand drafts received from vanous 

Ministries/Departments in settlement of outward claims are booked under 

this head before their remittances into bank by cleari11g PAO Suspense with 

the ailll th~t the true picture of the outstanding claims under PAO Suspense 

at any date is known with certainty. Delays involved in the clearance of 

cheques by banks will not therefore affect the position. A sub minor head 

"Remittances into bank" is operated for this purpose. 

(ii) When an erroneous debit passed on by the PAO, Department of 

Supply to any State Government, Railways,. Defence etc. has not been 

accepted, and supporting vouchers are not received, then this minor head is 

operated by the Department by corresponding credit to RB. suspense. 

When the vouchers are received. back,. the debit under Suspense Accounts 

(Civil); is reversed and the debit is passed on to the Accounts Officer 

concerned through outward claim. 

(iii) When a debit claim is not accepted by Civil Ministries, awaiting 

details the claims are kept under this suspense head. 

The yearwise breakup of balances under Suspense Account (Civil) 

up to 1996-97 as on 30th September, 1997 collected from MIS statement is 

given below : 

Table 10.41.5(nv).: Suspense Account (Civil) 

(Rupees in crore) 
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ReckoniL the debit and credit balances distinctly the actual 

suspense balanc~ under suspense account (civil) is Rs 10.32 crore. 

From the above table it is seen that balances are outstanding even 
• I 

pnor to 1986-87. The Department should take steps to clear the old 
balances. 

(c) Reserve Bank Suspense (Central Accounts Office) 

The yearwise breakup of balances under Reserve Bank Suspense 
I 

(CAO) as per MIS statements up to 1996-97 to the close of 30 s·eptember 
I 

1997 is given below : 

Table 10.4.5 (v) : RB suspense (CAO) 

87. 

balances. 

83 



Suspense balances affect 
the accuracy of 
Appropriation a nd 
Fina nce Accou nts. 

10.4.6 Impact of suspense balances 

Suspense balances, particularly those under the heads which await 

final classification due to one reason or other, indicate those amounts, 

which are yet to be accounted for under the appropriate functional heads. 

Therefore, to the extent, these exist in accounts, the Appropriation and 

Finance Accounts are incomplete and affect functional expenditure under 

various service heads quantitatively. In turn , the savings and excesses with 

reference to approved provisions are also affected. 

I 0.5 Adverse ba lances 

10.5.1 Adverse balances in accounts 

The adverse balances are negative balances appearing under those 

heads of accounts where normally there cannot be a negative balance. For 

example, against the accounting head of any loan or advance, a negative 

balance will indicate more repayment than the original amount advanced. 

Such situations arise largely due to accounting errors or accounting 

situations arising out of rationalisation of the classification of accounts or 

administrative re-organisation breaking up one accounting unit into many. 

In the Finance Accounts of the Union government for the year 

1996-97, there are 52 cases of adverse balances under Debt, Deposit and 

Remittance heads. Out of these, 4 balances became adverse during the year 

1996-97. 48 cases are continuing to occur in the Finance Accounts from 

earlier years. Out of 48 old cases, five balances arc adverse ever since 

1976-77, nine balances are adverse si nce 1978-79 to 1986-87, eight 

balances are adverse since 1987-88 to 199 1-92 and 26 are adverse since 

1992-93 to 1995-96. Al l these cases are qualified by a note mentioning that 

adverse balances are under investigation. The amounts of adverse balance 

in respect of Statement o. 13, Statement o. 14, Statement o. l 4A and 

Statement o. 15 of Union Govern ment Finance Accounts are (-) credit 

Rs 3033 .04 crore and(-) Debit Rs 38.41 crore. 

These represent the aggregate effect of the balances of various 

account circles taken together. In certain circumstances, the adverse 

balance~ may conceal irregularities or fraud . At unit level, adverse balances 
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appear in the ~ooks of Pay and Accounts Offices and P~ncipal. Accounts 

Offices also but many of these adverse balances get echpsed smce these 

balances get a~gregated . when the accounts of the accounting circles are 
. I - -

consolidated. The major items of adverse balances in the books of various 

Contrbllers ot Accou~ts ~e given inAppendix xv. 

10~50i Major adverseJbaiances 

(a) ComtiroilHer of Andi Acco1um.ts aJ!lldl AUJ1id!it, Mnnnis11:ry olf Fnnnaumce, 

l>eprurtrent ofEcon~mic Affairs 

, The adverse balances of Ministry of Finance Department of 
. I 

Economic Affairs, Controller of Aid Accounts and Audit shown in 

App,endix XV I under ten mirror heads pertaining to major h~ad. · 6001 

External Debt are because of changes in rates of exchange at the time of 

repayment of lban and are to be adjusted to miscellaneous Government 

Account after 6ompletion of rep_aym~nt of loans. There are two adverse 

balances unde~ major head 8449-other Deposits relating to Advance 

Deposits for IBRD aided projects and Advance deposits for USA aided 

p~ojec~s .. The+ is one adv~rse balance under major head 8012-Special 
Deposits m respect of Deposits by Kudremukh Iron Ore Co. Ltd. All these 

three - adversejbalances are a~so to_ be adjusted to Miscellaneous 

Government A,<!;count and the adjustment proposals are stated to be under 

consideration. 

· (lb) Miinnnstey off Kirnform.atnonn alllldl Broadlcastnng 

. .Under Lajor head 8670 "Cheques and bills", adverse balance has 

occurred in the[ ~ooks of Ministry of Information a~d Broadcasting. This 

adverse balance IS to be analysed to· check whether It has become advers.e 
due to fraudule It payments or due to misclassification. . . 

(c) _CeJIBtrnil Board! offExdse aimdl Cunstoms, Mnllllnstry of Fnllllai1c~ 

The adversebalanceinthe books ofCBEC amounting to iRs· I2J.42 

crore under 8443 Civil Deposits I 02 customs and opium deposits pertain to 

Colle~torate Cclstoms Calcutta. The balance· became adverse in 1996-97. . . . .. I . 

The sqrutiny . disclosed that . the lump sum revenue deposits made by 

M/s)ndian Oil Co~poration Calcutta amounting to Rs 1440 crore during 
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Adlverse lbafaimces mire tllne 
resunllt of limnlscRassilfica
tio11D.s, errors 011" omfissimlls . . 
whklln · · aff~ct the 
accunracy of tlln.e accmmts. 

1996-97.to be utilised· subsequently against Clearance of imported goods 

have not· beert credited to the· deposit head. JBut the duty realised 

subsequently .has been·· correctly debited· to: the deposit head resulting in 
. . .. :1 ' ' 

adverse balance. As · such the adverse balance might have inflated the 

revenue receipts during · the year. · Reasons for misclassification need 

immediate investigation. 

Comments on·two adverse .balances under Deposit heads in the 

books of Ministry of External Affairs were made in Para. 9.4:2 of the Audit 

Report of the Comptroller and Auditor Gefieral of India No .1 of 1997. ,~ 

· Neither the ·balances have been.· cleated nor the steps taken by the 

Department to clear these balances intimated• to audit. 

( e} Mn!lllHstiry l[])f Fill1lanncie 

· ]J)iepartllillleirnt l[J)f JEcollllmllllkAffanirs 

· Comments on the adverse balances of Ministry of Finance 

Department. of Economic Affairs wer~ also made in Para 9.4.3. of 

ComptroHer etnd Audifor General of·India Report No.I of 199.7. Some 

adverse balances were Cleared in 1996..:97, but further.steps to clear the 

remaining adverse balances are required . 

. Action is required to be . takeh for ·rectification of the adverse 

balances in finance Accounts under the Debt, Deposit and Remittances 

. Heads so· that the statements of·l:Jalarices held by the Government are 

correctly exhibited in the annual accounts. The accounting arrangements 

·should also be streamlined to checkthe i:ecurrence of such balances. 

Adverse balances are· the result of misclassifications, errors • or 

omissions which need a timely follow up by the Accounting authorities. To 

the · extent these are present· in the Fih(:lnce · Accounts, the accuracy of 

.. .. accounts stands compromised. 

JHt6 JPeim21li iinterest on delayed! tirmnsfeir of revemmie 1recenpts 

Government receipts are pai,d into public sector banks. The banks 

are to remit the proceeds to the Central Accoui;its Section, Reserve Bank of 
) . . . 
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Public sector banks 
delayed remittance of 
collection of taxes, but 
inte rest on delayed 
remittances was claimed 
only fo r delays beyond 
30 days. 

India, Nagpur. The public sector banks have been allowed transit period of 

5 and 9 days for local and outstation banks respectively, within which they 

have to remit the receipts to the Central Accounts Sect ion of the RBI, 

Nagpur. 

While only fi ve and nine days have been allowed to the public sector 

banks as transit time for remittances of the Government receipts, the RBI 

has provided for levy of interest on only such of the remittances as are 

delayed beyond one month. As such, the public sector banks escaped 

interest liability on remittances delayed between 6/ 10 and 30 days, which 

accounts for the bulk of the delays in remittance of receipts. 

The system of claiming of interest and accounting of delayed 

remittances were test checked in the offices of Principal Chief Controller of 

Accounts, Central Board of Direct Taxes and Principal Chief Controller of 

Accounts, Central Board of Excise and Customs which disclosed the 

followi ng : 

(a) Delayed remittances by more than 5/9 days but less than one 

month 

Test check di sclosed that public sector banks did not remit Rs 4601 

crore of direct taxes collection (remittances exceeding Rs 10 lakh in each 

case) and Rs 4252 crore indirect taxes collection within 5/9 days. Of this, 

remittances of Rs 90.83 crore for the period from 14 February 1996 to 3 1 

March 1997 and Rs 50.67 crore respectively were delayed beyond one 

month . However, in view of the provision of the letter No. 

GA.NB. o.2375/GA.64( I 0) G-90/9 1 dated 27 March 1991 of RBI the 

Chief Controller of Accounts claimed interest only on the remittances 

delayed beyond one month. As a result, the Public Sector Banks escaped 

the liabil ity of payment of interest on the bu lk of the delayed remittances 

between 6/ I 0 and 30 days. The accounting data of delayed remittances 

maintained by the Principal Chief Controller of Accounts, CBDT and 

CBEC was oriented towards reckoning of the delay only in respect of 

remittances beyond 30 days. As such, the delays between 6/ 10 and 30 days 

could not be segregated to work out the interest forgone by the 

Government on delayed remittances. 
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Public sector banks 
delayed payment of 
interest. 

(b) Delay in realisation of interest on delayed remittances beyond 

30 days 

The scrutiny of claims fo r interest by Principal Chief Controller of 

Accounts, CBDT and CBEC of remittances delayed beyond a month and 

the interest actually reali sed disclosed that the public sector banks delayed 

payment of interest recoverable from them. Position of claims raised during 

1996-97 and claims reali sed are as under : 

* 

Table 10.6 : Interest on d elayed remittances 

(Rupees in lakh) 

318.43 270.05 

60.98 43 .79 
Claims raised for the period from 1.i Fcbniary 1996 10 3 1 March 1997 and 

claims rea lised up lo 3 1 December 1997. 

There is, thus, a need for strengthening the existing system to 

follow up the recovery of interest . 

10.6.1 Recommendations of the Public Accounts Committee 

The PAC in the Action Taken Report (98th Report I 0th Lok 

Sabha) on "Systems defects in the working of Chief Account Offices" 

recommended, among others, that the penal interest on delayed remittances 

should be charged irrespective of the amount and the period of delay. The 

Ministry of Finance has taken up the matter regarding levy of penal interest 

irrespective of time involved with the RBI. The final action in the matter 

was awaited as of March 1998. 

10. 7 Unclaimed market loans to be transferred to revenue 

As per Rule 38 of Government Accounting Rules, 1990, read with 

Note I below the major head 600 I, unclaimed market loans are usually 

retained in government Accounts as debt for 20 years from the date of 

discharge of the loans and there after these balances are to be transferred to 
revenue. As per statement I 4A of nion Government Finance Accounts, 

an amount of Rs I 0.45 crore pertaining to four loans was lying outstanding 
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against various loans· for more than 20-years which had not been credited to 

revenue. Action needs to be taken by the Chief Accounting Authorities for 
I . . . . . 

crediting these loans to revenue. 
. . . I . ·. 

10.8 Review of balances 

I .. I · h hG h t 1s 1mperat1ve t at t e overnment s ould ascertain at regular 

intervals, its pJecise liabilities in respect of outstanding balances in the 

Public Account~ under various Debt. Deposit and Remittance heads. All 
. I . 

Accounting Officers are therefore required to review· and verify such 

balances and a8f ert.ain whether the correctness· of the balances is accepted 

. by the persons/parties by whom the· balances are owned or to whom these 

are due and ard required to furnish annually, a detailed statement showing 
I . 

the unreconcilecl · differences and the cases where acceptance of balances is 

awaited. The P~incipal Accounts Officer is required to sehd a consolidated 
· 1 

report for the Ministry/Department as a whole to the Controller General of 

Accounts by 1lsth October. Purpose of conducting this review is· to 

ascertain the qhality of maintenance of various books of accounts and 

reconcile the fibres of Debt, Deposits and Remittances. In respect of Civil 
I . . . 

Departments tlie review of balances for the year 1996-97 has been 

completed only I in Department of Atomic Energy, Department of. Space, 

President's Sedretariat and Rajya Sabha Secretariat. The remaining 

.Principal Accou!nts Offices have not completed the review of balances and 

to that extent,1· the accuracy of balances under Debt, Deposits and 

. Remittance heads has not been verified. . i . . 

10.9 Minus 
1

expenditure figures shown in Finance Accrnmn.ts 

In state~ent Nos.9 and 10 of Union Government Finance Accounts 

minus expendit+e ~re seen under various major/minor heads of accounts 

which are qualified by· a foot note that they are under investigation. Such 

minus expenditJre in Finance Accounts for the last five years are given as 

under: 

I 
r1 I 
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External debt are 
depicted in the accounts 
at historical rate of 
exchange, which is not a 
true reflection of 
liability. 

Table 10.9 : Cases of minus expenditure 

(Rupees in crmre) 

As all expenditure heads of revenue and capital close to 

Government Accounts every year and its balances are not carried forward 

the investigation, if any, of such bookings are not brought up by the 

accounting authorities in subsequent years. Such transactions do not depict 

a true picture of financial affairs of the Government. 

10.10 Accou:nting of external debt 

External borrowings received by the Government of India from 

lender countries or institutions abroad are recorded in Government 

Accounts at the historical rate of exchange, i.e. the rate prevailing on the 

date of transaction/receipt. . The outstanding balances of loan are not 

reflected in Government Accou~ts with reference to subsequent changes in 

rates of exchange. On account of the subsequent changes in exchange rate 

the repayments are higher than the amount payable as worked out on the 

basis of accounts. To the extent of difference arising on account of change 

in the rates of exchange, the external debt expressed as rupees in the 

Finance Accounts stands understated. 

The amount of external debt outstanding as on 31 March 1997, 

which is shown as Rs 54238.56 crore and which had not been adjusted for 

exchange rate variations, works out to Rs 149077. 07 crore, if adjusted for 

the exchange rate variations. To the extent of the difference, the external 

debt is understated in the Finance Accounts. · 
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11.1 Introductaon 

In accordance with the provisions of Article 114 of the Constitution 

of India, soon after the grants under Article 113 are made by the House of 

People, an Appropriation Bill is introduced to provide for appropriation out 

of the Consolidated Fund of India. The Appropriation Act passed by 

Parliament contains authority to appropriate the specified sums from the 

Consolidated Fund of India for the specified services. Supplementary or 

additional grants can also be sanctioned by subsequent Appropriation Acts 

in terms of Article 115 of the Constitution of India. 

The Appropriation Acts include the expenditure which has been 

voted by Parliament under various grants in terms of Articles 114 and 115 

of the Constitution of India and also include the expenditure which is 

required to be charged on the Consolidated Fund of India in terms of 

Article 112(3) as well as Article 293(2) of the Constitution of India. The 

Appropriation Accounts are prepared every year indicating the details of 

gross amounts on various services actually spent by Government vis-a-vis 

those authorised by the Appropriation Acts. 

Five different Appropriation Accounts pertaining to different 

sectors of activities of the Government viz., Civil, Defence Services, Postal 

Services, Telecommunication Services and Railways are presented to 

Parliament. These Appropriation Accounts exhibit the total sanctioned 

grant/appropriation, actual expenditure and savings/excess for the grant/ 

appropriation as a whole during the financial year. The total number of 

demands for grants/appropriations under which various Ministries/ 

Departments obtained the grants during 1996-97 under different sectors of 

activities are as under : 

92 

o. of demands for 

grants/appropriations 

94 
5 

I 

1 

16 
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Ihe Appropriation Account& in respect of the grants for P.ost and 

~Telecommunica~ions, DefencJ S~rvices ·and Railways·are prepare&.by. the 

respevtive Mil}i~tries. The Appropriation Accounts (Civil) in respect of 94 

grants and a~p+?ria~ions. ~eritioned. above are prepared by the. C~ntroHer 
General of Acc0unts in Mimstry ofFmance. 

u;2 ApproJrialio" Am!il . . . 
I , . 

· The objective of appropriation audit is to ascertain whether the 

expenditure adtually incurred under various grants is. within the 

. a,uthorisation givll en under t.he Appropriation Acts and that. the e. xpenditure 
required to be charged under the provisions of the Constitution is so 

. charged. It also ascertains whether the expenditure· incurred . is in 

ccmformity withl the law, relevant rules, regulations and instructions. · . 

. . This paJ contains detailed audit observations on the Appropriation 
I .. · ... . , ·.. • . 

Accounts (Civil~ prepared by tpe Controller General ()f Accounts• for . the 

' year 1996-97 ~esides brief ~ist~ of audit findings on the ApproBriation 

Accounts of Postal Services, Telecommunication. Services, Defence .· . ·1 .· . 
Services and ~ailways:· ~here appropriate. Detailed audit fin~ing.s in 

respect. of the rppropnat1on. accounts of Post and Telecommumcat10ns, 

Defence and Rapways have been incorporated in CAG' s Reports Np; 6, 7, 

8 and 9of1998. 

13

]. 3 .. A . . I . . A . ' 
Jl • . JPIJPlll"([J)pirnatrnnm ccoannts 

. 1. . . ' 
A summary of Appropriation Accounts of gross sums expended 

during the ye~t ended March 1997 ·compared with the several . sums 

· a\iihori~ed ·in t1Je, schedules . appended to the various . AppropriatioITT. Acts 

·; passed by ·Parli~~~~f during the year 1996-97 under. Articles 114 ~d 115 . 

· of the:Constitution oflndia; is given below: 

/ 
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Voted I. Revenue 
II. Ca ital 
III. Loans and 

Advances 

IV. Revenue 
V. Ca ital 

VI. Public Debt 
VII. Loans and 

Char ed 
Tofall IDefoill!ce 

Talble H.3: Authorisation and expenditure 

86187.12 4377.80 90564.92 81398.69 9166.23 

9042.27 767.16 9809.43 8920.03 889.40 

6790.26 417.89 7208.15 5997.62 1210.53 

11.28 20.34 15.26 

201913.74 201913.74 170448.12 31465.62 

21.34 27.50 8.86 18.64 
28921[},31[} 21[}74.56 30994.86 30545.27 449.59 

Note: In a demand for grants. provision for the charged expenditure is called 

appropriation and for voted expenditure. it is called grant. 
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Out of the overaH savings of Rs 44231 .22 crore in the grants pertaining 

to civil ministries/departments, Rs 29466.03 crore was on account of less 

than the budgeted drawal of 91 days Treasury biJls resulting in less than 

the budgeted repayments. Excluding this, the effective savings was of 

Rs 14 765 .19 crore which was more than two times the supplementary 

grant of Rs 7326.86 crore and 3.5 per cent of total provision of Rs 

420902. 71 crore. Out of the effective savings of Rs 14 765. 19 crore, Rs 

20.16 crore was attributable to less interest payment on 9 1 days Treasury 

bills for the reason stated above. 

11.3.1 Detailed results of Appropriation Audit of selected ministries 

While overall results of Appropriation Audit (Civil) are included in 

Chapter XI to XVI, the detailed results of Appropriation Audit of a few 

selected ministries/departments are included in Chapter XVII to XX. 

Similarly detailed results of Appropriation Audit of Post and 

Telecommunications, Defence Services (Army and Ordinance factories) ; 

Defence Services (Air Force and Navy) and Railways are included in 

Report Nos. 6, 7, 8 and 9 of 1998 of the Comptroller and Auditor General 

of India respectively. 

11.4 Charged and voted expenditure 

The details of the amounts of the expenditure actually incurred 

against approved demands (grants and appropriations) of the civil 

ministries/departments for the years 1992-93 to 1996-97 are given in 

Annexure I. It would be seen that during the last five years 66 to 74 per 

cent of the expenditure of the civil ministries was charged on the 

Consolidated Fund of India . 

Growth of expenditure 

95 

While the total expenditure of the civil 

ministries has increased from Rs 

203576 crore in 1992-93 to 

Rs 376671 crore during 1996-97, 

charged expenditure has increased 

from Rs 134672 crore to Rs 280355 

crore and voted expenditure has 

increased from Rs 68904 crore to 

Rs 963 16 crore. 



Limited scope of 
. financial control by 

Parliament over the 
expenditure of civil 
ministries due to very 
high charged 
expenditure. 

The charged expenditure of civil ministries during 1996-97 was 

mainly on account of interest payments (Rs 59478 crore), repayment of 

debt (Rs 170448 crore), transfers to States and Union Territory 

Governments mainly on account of states share of basic and additional 

Union Excise Duties, block grants and loans for state plan schemes, loans 

to States and Union Territories against net small savings collection, loans 

for rural electrification etc. excluding share of net provision of Income Tax 

(Rs 49078 crore) and others (Rs 1351 crore) and constituted 74 per cent of 

the total expenditure. Since charged expenditure is not subject to vote by 

the Parliament, the scope of financial control by the Parliament gets limited 

to only about 26 per cent of the total disbursement in the civil ministries. 

Howev~r, viewed in the background of the total expenditure from the 

Consolidated Fund of India (Rs 471852.75 crore), the percentage of 

charged expenditure was 59 (Rs 280387.11 crore). If the expenditure on 

salary and allowances is also added to it, less than 3 5 per cent of the total 

disbursement of the Consolidated Fund of India is effectively voted by the 

Parliament. 

11.5 Results of Appropriation Audit (Civil Ministries) 

Savings in each grant are worked out separately for voted and 

charged sections for both the Revenue and Capital expenditure. The 

overall saving as mentioned in para 11.3 above was the net result of savings 

in 204 cases and excess in eight cases as shown below: 

Table H.5: Net Savings in selected Grants/Approprnatnons 
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Ministries spent 
Rs 82..t6 crorc without 
proper sanction. 

:: : : : : : o:. . . . . . . . . . . . . . . . . . ..... . 
. : . :- : . : . : . t~ . : . :1~ : • : -1SlllQ5: • : • ~QOG!I • : • : ·~: • :- : • : • 

:::::: :: :: : ::: : ::: : ::::;::·:: r~ ::::: : ::::::: : :::::::::::: 
; : : : : : : : : : : : : : : : : aPRM&ion • Grm& &aWlgg : : : : : : : : : : : : : : : : : : 

The original provision 

of Rs 413575 .85 crore 

obtained for the year 

1996-97 was 13.96 

per cent more than 

Rs 362902.81 crore 

obtained for 1995-96 . 

However, the supplementary grants and appropriations obtained during 

1996-97 was 1. 77 per cent of the original grants and appropriations, as 

against 4.38 per cent during the year 1995-96. 

11.6 Expenditure incurred without sanction 

In accordance with. the provisions of Rule 6 of General Financial 

Rules, ' Subject to the provisions of Article, 266(3), 267(1) and 283(1) of 

the Constitution, no authority may incur any expenditure or enter into any 

liabi lity involving expenditure or transfer of moneys for investment or 

deposit from Government account unless such expenditure or transfer, as 

the case may be, has been sanctioned by general or special order of the 

Government or by any authority to which power has been duly delegated in 

this behalf' . 

Scrutiny of Annexure ' B' of the appropriation accounts for 1996-97 

revealed that expenditure on 34 7 items aggregating Rs 82.46 crore had 

been incurred by the Ministries of Finance and Surface Transport without 

sanction in contravention of the aforesaid rules . This amount is included in 

the expenditure fi gures of respective grants. The Controller General of 

Accounts, while ce1i ifying the expenditure has qualified this amount from 

the point of view of sanction. Details of such cases for the last five years is 

given in the Annexure II of thi s chapter. 
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Rush of expenditure in 
the month of March 
r>ersistcnt during 1996-
97 also. 

11.7 Expenditure incurred in the month of March 

As per Note 3 of Rule 69 of General Financial Rules, rush of 

expenditure particularly in the closing month of the financial year is to be 

regarded as a breach of financial regularity and should be avoided. Test 

check revealed that contrary to the above provision, more than 50 per cent 

of the total expenditure was incurred in the month of March 1997 in a 

number of cases. A few instances are indicated in Appendix XVI. 

The expenditure incurred in March 1997 in respect of 19 Major 

Heads pertaining to 11 grants/appropriations constituted 61 .22 per cent of 

the total expenditure in these grants/appropriations. 

The details in Appendix XVI would indicate that in respect of 

almost all expenditure on grants, loans and investments, the funds are 

released only in the month of March. It is necessary to consider the 

functional impact of this practice. It should also be ascertained whether 

this practice has any impact on the overall targets of development, which 

takes into account the utilisation of these funds during the financial year for 

which these are voted or appropriated. 

Since the funds released in March to various organisations can not 

be constructively spent during the year, it is not possible to conclude 

whether these funds were applied during the year for the purpose for which 

these were authorised. 

11.8 Unrealistic budgeting 

As per instructions contained in Appendix - 3 to Rule 53 of General 

Financial Rules, ministries/departments are required to prepare their 

estimates, keeping in view the trends of expenditure over the previous 

years. Due attention to economy must be paid whi le all inescapable and 

foreseeable expenditures are provided for, care should be taken that the 

estimates are not influenced by undue optimism. 

While scrutinising the appropriation account in respect of Grant No. 

26 - Payments to Financial Institutions for the year 1996-97 it was seen that 

under the following sub-heads the entire provision remained unutilised 
during the last three years which indicated a tendency of over optimistic 
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budgeting in the Ministry, resulting in ncn-utilis,ation of fonds under these 

sub-heads. 

I (Rupees in crore) 

·--·~ 1. International Co- i 8.54 8.53 8.53 Non-receipt of 

. operation-Contribution claims for 

2. 

3. 

to International Fund 

for Agricultural 

Development (M.H. 
1 

2416) I 

Grants to Industrial j 

Development Bank of 
. I 

India (M.H. 2885) I 

I 

7.50 13.72* 

subscription 

11.10 Non/Less 

requirement of funds 

for re-imbursement 

owing to non/ less 

utilisation of external 

assistance 

Multilateral · I 20.77 10.00 10.00 Non receipt of 

Investment Guarantee demand for payment 
I 

Agency- Investment in . from the 

Securities (M.H. 5,46!6) International body 

* Out of total provision of Rs 16.50 crore 

11.9 Analysil and Audit findings 

In the !chapters that follow, an analysis_ of various facets of 

'.Appropnatton .{\.ccounts has been presented. It mcludes an analysis of 

excess expendit~re requiring authorisation· by Parliament, savings requiring 

explanation, rJappropriations, . utilisation of supplementary grants and 

detailed obse~ations in respect of the Ministries selected for indepth 

examination. Ln respect :of crucial areas of expenditure, trends over the 

past few years tave been presented for a balanced appreciation. 

I 
I 
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1. 

2. 

3. 

4 

5. 

2 3 

1992-93 74367 

1993-94 88069 

1994-95 94380 

1995-96 96720 

1996-97 107583 

4 

141321 

203866 

254781 

282079 

313320 

Annexurel 

(Refers to Paragraph 11.4) 

Proportion of charged and voted expenditure 

(civil se~tor) 

(Rupees in crore) 

5 

215688 

291935 

349161 

378799 

420903 

6 7 8 9 

34 66 68904 134672 

30 70 82497 .188621 

27 73 87054 . 216958 

26 ·74 90196 231831 . 

26 74 96316 280355 

Annextfre II 

(Refers to Paragraph 11.6) 

10 11 12 

203576 34 66 

271118 30 70 

304012 29 71 

322027 28 72 

376671 26 74 

Statement of misceillaneous expenditure held under objectiOn 

(Amountfo thousands of rupees) 

1992-93 : 69 : 2483 ' 363 l . 646919 : 432 649402 : 

111111111mm!ilillllllllllllllllll~1111111rJ11111111111111111111111111tJl11111:1:111111111r111111111111111111111;1111111111111111111111ititi111111111n1111r111111111111;11 1994-95: 45 l 8951 395 ! 1178450 : 440 1187401 : 

1996-97 : 27 : 4552 320 ! 820060 . : 347 824612 : 
: : : : . : 

Expenditure relating to the Ministry of Surface Transport relates to National Highways 

Works, the execution of which is entrusted to State/Union Territory Governments. 
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Voted 

Charged 

Revenue 

Capital 

Revenue 

Capital 

Total Excess 

80 

70 

80 

20 

10 

. . . . . . ··: IJ.FtilBitl~tltBl - .·· 
. . . "·· .... .: .· . ·.· .: ·. ·:.:·.:·:· :··.·.: .. ··.::: .. :·:.:: .. ·: ·.·.·· . . 

Excess expenditure 

Civil Post and Railways 
Telecommunications 

Rupees Rupees Rupees 
~ 111447571 4480748.000 1389514999 
~ 538683339 .499114775 
~ 15745 110 1103402 
-~ 7018673 151000 20369574 
~ 672894693 4480899000 1910102750 

12.1 E xcess expenditure over Grants/Appropriations (Civil) 

Excess over grants and a 
five years 

0 +--~~~-=-=..:...:._~~~~~~~~~~-1 

1996-97 1995"96 1994-95 1993-94 1992-93 I 

As per Article 114(3) of the 

Constitution, no money is to 

be withdrawn from the 

Consolidated Fund of India 

except under appropriations 

made by law passed m 

accordance with the 

provisions of this Article. 

Civil min istries I 
departments exceeded the 
authorisation by Rs 67.29 
crore, which require 
regu larisation. 

Further, General Financial Rule 71 stipulates that no expenditure should be 

incurred which might have the effect of exceeding the total grant or 

appropriation authorised by Parliament by law for a financial year except 

after obtaining a supplementary grant or an advance from the Contingency 

Fund. However, in the revenue section, there was an excess of 

Rs 11 1447571 over the authorised sums in three grants and of 

Rs. 15 7 451 I 0 in two appropriations. In the capital section, excess 

expenditure of Rs 538683339 was in two grants.and Rs 7018673 in one 

appropriation. Details of these grants/appropriations are given below: 
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Increase il!ll excess 
expenditure over the 
1>1revious year. 

Three of the eight cases 
of excess related to grant 
No.83 - Public Works. 

During 1995-96, excess expenditure occurred only under. two 

grants. During· 1996-97, · the excess occurred under eight 

grants/appropriations. Thus, the quality of financial control to avoid excess 

over grants/appropriations deteriorated during 1996-97. 

In terms of the amount of excess expendi=ture also, the overall 

excess of Rs 67.29 crore was significantly higher than only Rs·8.44 crore. 

Out of the total excess expenditure of Rs 67 .29 crore during 1996-

97, one grant (No. 82 - Urban Development, _Urban Employment and 

Poverty Alleviation) alone accounted for Rs 50.15 crore, which is more 

than-22 per cent of the approved provision. The detailed audit observation 

on this is included in chapter-XX of this Report. 

12.1.1 Persustent Excess 

Three out of eight grants/appropriations in which excess 

expenditure over sums authorised by the Parliament took place are under a 

single grant no. 83- Public Works. While the grant administering authority 

exceeded the provision by Rs 6.23 crore under Revenue (voted) section, 

the excess under Revenue (charged) section was Rs 1.57 crore and that 

under Capital (charged) section was Rs 70.19 lakh. 

This grant had registered an excess of Rs 8.43 crore under Revenue 

(voted) section during 1995-96 also. 

As can be seen from the reasons advanced by the Department, while 

the reasons for excess under charged appropriation were beyond the 

control of the Department, the reasons advanced for excess under Revenue 

(voted) section are not such as can be termed unique to this Department or 

those which cannot be anticipated to provide adequate funds. 

The persistent excess warrants an investigation and appropriate 

corrective measure. 
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12.1.2 Regunarsation 

The ex~ess expenditure of Rs 67.29 crore under these eight 
. . . . I 

grants/appropriftions requite regularisation tmder Article 115 (1) (b) of the 

Constitution of)India. . 

I 

I 
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Excluding savings due 
to 1c.,s d rawal of ad hoc 
Treasury hills, the total 
saving of civil ministries 
wa<\ Rs 14744 crore. 

Savings 

13. l Savings under various ~rants/appropriations in civil ministries 

Savings in the grant or appropnat1on indicate that the expenditure 

could not be incurred as estimated, ant1c1pated and planned. They are 

indicative of poor budgeting or shortfall in performance depending upon 

the circumstances and the purpose for which the original grant or 

appropriation was provided. As already mentioned in para 11 .3 above, the 

overall savings in the budget of Government (other than Post and 

Telecommunications, Railways and Defence Services) totalled 

Rs 4423 1 22 crore. Out of this, savings of Rs 29466.03 crore were due to 

less discharge of 9 1 days treasury bills consequent upon less issue of the 

treasury bills than what was estimated The total savings also included 

Rs 20. 76 crore on account of less payment of interest on 91 days treasury 

bills fo r the same reason. Excluding these two, the effective saving was 

Rs 14744.43 crore. 

A detailed scrutiny of the Appropriation Accounts revealed that 

certain grants and appropriations such as Agriculture, Transfers to 

State/Union Territory Governments. Department of Industrial Development 

and Industrial Poli cy and Promotion, Education, Rural Development, Coal, 

Loans to Government Servant s, Payments to Financial Institutions, Interest 

Payments, Repayment of Debt etc. have been registering savings which are 

not only persistent but display an increasing trend which continued during 

the year 1996-97. Such large scale savings are indicative of the need on the 

part of these ministries to review their requirements of funds. Necessary 

steps need to be taken to make the budgetary exercise more realistic not 

only to minimise large scale variations between the estimates and actuals 

but also to gainfully utili se the scarce resources to meet the competing 

demands of various sectors of the economy. 
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13.2 Savings Qf Rs Hm crore or ml[)]re 
. . . . . I . -- . •. 

Saviiillgs of mor~ thallll " 
Rs 100 · cirore occanned ini · 

.. . · _ · . The Publfc Accoimts_ Committee in para 1.24 of their 60th Report 

(Tenth Lok Sabfu.a) presented in February 1994 commented on the sharp 

increase in the ~avings as compared to the sanctioned p;~vision. The 

Committee desir~d that-Ministry of Finance should take the issue seriously 

wit~ appropriate I m~asures to ov~rcome the unfortuna~e situation of l~rge 
savmgs- and also oesired that detailed explanatory note m respect of savmgs 

27 cases of.25 grants/ 
appropriatit:ms~. 

St No. 

1. 

2. 

from a grant or ~ppropriation of Rs 100 cr~re and above during each year 

be furnished to t;he Committee~ As against 2D cases during 1995-96, 27 

cases where savihgs. of Rs 100 crore and above occurred during 1996-97 
I 

are given in Tabf e 13 -~ below. along with main contributory reasons and 

schemes affected \by savmgs. · 

'fable 13.2 : ~~wings; exceeciiirng Rs mo crore under a grant/ 
appropriation 
I 

Grallllt N o./pesciriptiol of grant 
(Contromng;Minist:ry/Departmellllt) 

Revenue - Voted -

1 

i 

. -. . ~-Agrkudtur,e 
(Mmnstry of Agncu.dture) 

Previous 
years' savings 
1995.-96 
1994-95 

. ] 993-94 

- - - - - I . 

Ainount of savings 1· · ·_ · · 

206.70 
179.79 
232.74 

5-Department of Cine1nmcais and JPetro-Chem1cais m#NH@Nkji >:lMtwmmM@M 
. (Ministry of Chemkal~ and Fertmsers) . --·-... mmmlmmt~iL... tlJ.tmmtmtMmm@ 

.. . · Contributorv reasons stated bv the Ministry/De1}artmcnt •. . . 

. 

I 
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St No. 

3. 

4. 

:: 

Previous 
years' savings 
1995-96 
1994-95 
1993-94 
1992-93 

Gira111.t N o./Desc1riptirnra of grant 
(CrnrntroiiiHllg Minnstry/Department) 

H-Department of Commerce 
(Ministry of Commerce) 

277.38 
232.16 
388.92 
305.17 

31-Deparitment of Expenditure 
(Ministry of Finance) 
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Sil.No. 

6. 

7. 

Previous 
years' savings 
1992-93 450.01 

Previous Amount of savings 
years' savings 
1994-95 198.05 

Previous 
years' savings 

Amount of savings 

1995-96 408.81 

(Rllllpees in crore) 
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St No. 

8. 

9. 

10. 

Gramt No.illescriptnon of gran.t 
(O[]l1111l:romllllg Ministry/Department) 

51-Departmeirnt of illlldustrfal Development al!lld 
Industrial Policy amid Promotion 
(Miirnistry of Industry) 

Previous years' Amount of savings Sclhlemes I Projects I Actfivllty affected by savings 
savings 
1995-96 504.00 
1994-95 725.08 
1993-94 525.37 

54-Depmrtmemtt of Smalli Scale Indunstrnes and Agro and 
Riuural Industries 
(Ministry of Imh11stry) 

I IO 

(Rupees in cmre) 



(Rllllpees nn croire) 
§i. No. 

11. 

Previous Amount of savings 
years' savings 
1995-96 303.02 
1993-94 167.09 

12. 
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S!. No. 

13. 

14. 

Previous 
years' savings 
1995-96 
1994-95 
1993-94 
1992-93 

Grant No./Descriptfon of grant 
(Ocm.troilhng Minfistry/Departmellilt) 

82-Department of Urban Development, Urban 
Employment and! Poverty alleviation 
(Minnstcy of Urlban Affairs and Employment) 

Amount of savings Schemes I Projects I Activity affected by savings 

1954.97 
1939.99 
1259.45 
1424.53 
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SI. No. 

15. 

16. 

17. 

Previous 
years' savings 
1995-96 
1993-94 

Amount of savings 

1599.38 

Previous years' Amount of savings 
savings 
1995-96 143.74 
1994-95 176.33 
1993-94 139.73 
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Grant N o./Desciriptuon of grant 
(Controllling Ministry/Department) 

18. 25-CurrellJlcy, Coinage and Stamps 
(Ministry of Finance) 

Previous years' Amount of savings Schemes I Projects I Activity affcctecl! by savings 
savings 
1994-95 396.20 

9. 26-Payments to Financial Institutions 
(Ministry of Finance) 

Previous Amount of savings Schemes I Projects I Activity affected! by savings 
years; savings 
1995-96 283.87 
1994-95 1819.69 
1992-93 755.77 
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SI. No. 

20. 

21. 

Grant No./Descripfo~llll of gnm.11: 
(Contiromng Minns1l:ry/Departme1n11t) 

28-Transfers to State 1andl U llllBoHll Tenitoiry 
Governments 
(Ministry of Fillllance) 

Previous Amount of savings 
years' savings 
1995-96 ll2.02 

22. 35-Direct Taxes 
(Milnistry ofF'humce) 

23. 
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Sn. No. 

24. 

25. 

Previous AmoULnt of savings Schemes / lP'irojects I Activiity affected! by savlillllgs 
years' savings 
1993-94 120.93 

Capital-Cinairged 
28-Trmmsfell's to State aml U11T1fon Teirrntoiry 
Govell'llllllTIU~imts 
(Ministry of 1Fimmce) 
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SR.No. 

26. 

27. 

Previous 
years' savings 
1995-96 
1994-95 
1993-94 
1992-93 

Previous 
years'· savings 
1995~96 

1994-95 
1993-94 
1992-93. 

lLarge savftllllg nllll wellfare . 
alllld developmelllltal 
areas. 

I 
I 

Grant No./Descriptiol!l of g1raimt . 
. (Controlling• Minnstry/Department) 

Amount of S!)vings Schemes/ Projects I Activity affected by ·savings 
I . . . 

~E~~ ~ 
617

.lRO . · · '/!' ·1 . . ·. ""'i.%i!' , mnmmm.mm 

~in?f~'::~:~.!!:~1 a 'iK:l 

.· 

. . . . I . " . . 

Amount of savings Scllnef es / Projects I Adnvnty affected! by savfillilgs 

!~~ii~;. 
. . . . ·· l '. . . 

. 85-MiIDlnstry ~f W aten--~esoirnrces· 
. . I . . 

. +.· 

·~ 

. 

The savinks ofRs.100 crore or more in-each grant/ appropriation in 
I 

the 27 cases of 21 Grants and four Appropriations aggregated to 

Rs 9360.63 cr_orejand Rs 32~69.98 crore _respective!~. 1t will also be s_een · 
that large savmgs ·occurred m developmental areas hke health, education, · 

rural/urban emplbyment and poverty alleviation etc. The contributory 
I . 

reasons attributed for the savings by the Ministries/Departments reveal that 

some of the sch~~es in these areas as planned during the year, failed to 
takeoff J . . . · .· ·· 

I 
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St No. 

I. 4 

2. 

3. 

4. 

5. 22 

13.3 Savings !between Rs 20 crore-and Rs 100 crore 

Apart from the above 27 cases, there were 33 other cases in 28 

grants and one appropriation where savings in each case were less than Rs 

100 crore but in excess ofRs 20 crore aggregated to Rs 1542.76. crore and 

Rs 50.00 crore respectively. Details of these cases are given in the Table 

13.3 below: 

Mnllllnstry of Coal 
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St No. 

6. 23 

7. 25 

8. 26 

9. 41 

10. 43 

11. 44 

12 415 

119 



SI. No. 

13. 57 

14 63 

15 67 

16 78 

17 79 

18 80 

Grant No./Description of grant 
(Controlling Ministry/Department) 

Ministry of Labour 

Planning 
(Ministry of Planning and Programme 

Ports, Lighthouses and Shipping 
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SB. No. 

19 

20 84 

21 85 

22 5 

23 4 

24 7 

25 24 

Grant N o./Desc1riptio,n of giramt 

f7ffl'~l~~J1~~!!~~-~!!1i' /De f#&rkllfi.~JRtam~ 

MiIDlistry of Textiles 
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SH. No. 

26 39 

27 54 DeJ!llaurtment of §mailil ScaUe Innd!ust1rnes and! 

28 70 Mnnistiry of :Powe1r 

29 78 

30 79 Roadls 

31 80 :Ports, Lightllwunses and! Shipping 

32 83 PubRRc Works 

122 



Sil •. Nl[]I~ 

33. 97 ·. 

Savings 1>artially 
. surrendered on the last 
day of financial year. 

· Grnllllt No./Descrnpfom olf ginmit 

lr.f$i.~~~~$!.,~H,;;1{~~t~,~~fl1!~J~,~:a;,,~,~$),,,,,.,,.,,,, .,,,,,, ,,,,.::,,, * 

I . . . 

13.4 Sannelllldeir of savhngs 

. I (Rll!lpees i1111 Cll"l[]lll°e} 

;:::::::::::;;:;:l1ilii::::::::::::::::::::::::::::::::::::::::::::::::::: ·. :::•·l?l~I::::,:::_;:- \jl\\llif.il::;:: •:::,::•:,,:.•-:liili~-.... ,.:.•:·-•· 

::::llilll§i,~~11:1:••·········· =·::=1-~~~~i .. ~:~·:::::1 ::::~:11~~:1:~2i:::••• ::]·ili~:~:!gi•••:::, 

-•1•• 
- •11tli 

'SurrendL' is a budgetary device by which the portion of grant or 

appropriation ndt utilised by the spending department gets communicated . I . . . 

to . the Ministry I of Finance and acce~ted by the l~t~er, which can be 
reallocated to any other sector. According to the prov1s1ons of the General 

l .. .· . 
Financial Rule 6~, savings in a grant or appropriation are to be surrendered 

to Government ~s soon as these are foreseen without waiting for the last 

day of the year.I Savings should also not be held in reserve for possible 

future excess. j · · 

. In the Rccou~ts for the year 1996-97, out of the final savings 

aggregating to I Rs 44231.22 crore., the final savings in Charged 

appropriations J.ere Rs 32965.06 crore (included saving of Rs 29466.03 

crore due to leJser discharge and cancellation of 91 days treasury bins) 
against which t~e amount surrendered wasc:Rs 14220.83 crore only, 99.98 

-1 . . 
per cent of this ~Rs 14 218 .17 crore) was surrendered on the last day of the 

I . 
financial year. I . · . 

In the voted grants, the fin.al savings under the Revenue and Capital 

Sections were Js 9166.23 crore and Rs 2099.93 crore respectively against 

which, the amo~nt surrendered were Rs 8612.72 crore and Rs 1953.80 

crore respectively. Out of the amounts surrendered, Rs 8611. 54 crore was 
I . . 

surrendered in Revenue Section on the last day of the financial year, 

whereas the·enti~e-amount of surrender under Capital Section was made on 

the last day of the financial year. 
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Saving of Rs 22.84 cirore -
were not sUJ1r1r~1IBd!ered. 

'fHie';~et expencliitu~e was 
mor~"".:_. .. due to short . --

· . recoveries. 

13.4.1 Savnngs notsmrrendered 

In 20-- voted -Grants and 21 appropnat10ns, the entire savings 

aggregating to Rs 19.55 crore and Rs 3.29 crore respectively were not 

surrendered. Savings were surrendered only. partly in many cases. Details 

. of major items wher~ more than 20 per cent of the savings or Rs one crore 

were not :Surrendered, are given in Appendix XVII. Rs 19443.87 crore 

constituting 43 .96 per fent of the total savings were not surrendered by 

different ministries/departments in: compliance to the- General Financial 

- Rules. 

13.5 Recoveries fin reduction of expenditure 

The overall. actual recoveries shown above are the net effect of less 
recoveries by many,' offset by more than budgeted recoveries by some. 

The Demands for Grants are for thegross amount of expenditure 

i.e. inclusive of recoveries arising from use of stores etc. procured in the 

past or expenditure transferred to other departments or ministries. While 

appropriation audit is done by comparing the gross expenditure with the 

gross amount of grant, the excess and shortfall in recoveries indicate 

inaccurate estimation of recoveries and inaccurate budgetary assumption. 

It also ultimately alters the net amount of expenditure finally booked under 

the rel.evant service head in the Finance Accounts and has the effect of 

increasillg the net expenditure. 

In the revenue section against the estimated recovenes of 

Rs 2882. 78 crore, actual recoveries were Rs 2810.23 crore. Ii1 the capital 

section, against the estimated recoveries of Rs 3703.94 crore, actual 

recoveries were Rs 3317.32 crore. Grant-wise details of major variati~ns 
involving more than 20 per cent of the original estimates or:Rs one crore 

are given in Appendix · XVIIL Few such cases where the recoveries. were 
-. - 1 

short and as a result of which· net expenditure ·in Financ~ Accounts has 

increased to that effect are given below. There is, need to strengthen the 

budgetary control-in: this regard. 
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Table 13.5: Short irecoveiries 
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Test checks cl.iscilose<i 
lllll!lJIBecessairy ll"e-
llUDiH.O!DrllatfoJIB of 
JR.s 85.13 Cll"Oll"e to 44 SllllltD
headls. 

Itifueces~ re-appropriation: .. ::··,.·:· 

•1111• 

14.1 Illllljlllldkfolllls re'-appropriatii!m 

A grant or appropriation for expenditure is distributed by sub-heads 

or standard objects under which it is accounted. Re-appropriation of funds 

can take place between primary units of appropriation within a grant or 

appropriation before the close of financial year to which such grant or 

appropriation relates. Re-appropriation of funds should be made only when 

1t is known or anticipated that the appropriation for the unit from which 

funds are to be trapsferred will not be utilised in full or that savings can be 

effected in the unit of appropriation. 

14.1.1 Iirnjmiicious re-appiroprnafom to sub-head 

Test check of the accounts for 1996-97, revealed that in the case of 

44 sub-heads in 27 grants/appropriation as per the details in Appendix XIX, 

re-appropriations aggregating Rs 85. 13 crore were injudicious as the 

original provision under ,the sub~head to which funds were transferred by 

re-appropriation was more than adequate and consequently the final saving 

under the sub-heads were more than the amount re-appropriated to these 

sub-heads. 
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illlljmllicfouns rc-
appiroprfiations · of 
Rs 8.09 uorc were 
madlc ·from ] ] sunlb-
lhicadls. 

Re-appropriati.ons . in 
contravention of PAC's 
recommendations. 

I 
1. 

H • • I. . 
14.1.2 nnJmhmoans n·c-appiropn·iation from sub-healdl 

I .. . 
! . 

Similarfy m 11 sub-heads in 8 grants/appropriations (detail in 
I 

Appendix XX)~ there was Injudicious re-appropriation aggregating Rs 8.09 

crore wherein the final expenditure under each of them was more than the 

original provisipn before re-appropriation from them. In each of them, the 

excess over the final provision after re-appropriation from these heads was 
I .. 

more than the amounts re-appropriated . 

· .. The poLtion of similar i11judicious re-appropriations in respect of 

grants of RailJays, Posts and Telecommunications and Defence Services 

ha~e been inclu~ed in the respective Audit Reports 

14.2 IrregulL re-appropriation offunds 

14 2 1 R I • • • • f · f 1lll n...n· A . . . e-appropnatron m m rmgement o rl!IlllJI nc ccoUillll~S 

Commi
1

ttee recommendations 
I 

As per 1he ·extant instructions of Ministry of Finance issued at the 

instance of thel Public Accounts .Committee (Eighth Lok Sabha) vide its 

recommendation in 14 7tb Report, any re-appropriation order issued during 

the year which [has the effect of increasing budget provision by more than 

25 per cent or Rs one crore whichever is more, under a sub-head should be 

reported to P~rliament along with the last . batch of Supplementary 

Demands. I Any. order of re-appropriation issued by the 

Ministries/Departments after presentation of the last batch of 

Supplementary Demands, exceeding the above limit would require prior 

approval of the Secretary/ Additional Secretary, . Department . of 

Expenditure. I 

. . Scrutin~ of headwise Appropriation Accounts pertaining to grant 

No.49 - Department of Culture for the year 1996-97 revealed that against 

the original prJvision of Rs 0 .22 crore, the Department re-appropriated 

Rs 1.94 crore ~o the sub-head 'Secretariat for Commemoration of 50th 
I . . 

Anniversary of fodia's Independence' under Major Head '2205'. Neither 

the re-approprihtion was reported to Parliament nor prior approval of 

Secretary (Exp~nditure) was obtained. 
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·:·. 

14.2.2 Re-appropriation without prior 

(Expenditure) 

approval of Secretary 

(i) In the context of the efforts to keep the fi scal deficit under control, 

Ministry of Finance had prescribed that all re-appropriations which would 

have the effect of increasing the budget provision by more than Rs one 

t:rore under the sub-head, should be made only with the prior approval of 

the Secretary (Expenditure) . 

In the fol lowing cases, the re-appropriation during 1996-97 

exceeded the limit of Rs one crore fo r which approval of Secretary 

(Expenditure) was not obtained. 

Table 14.2.2 : Re-appropriation without prior approval of Secretary 

(Expenditure) 

49 - Department - \ Conservation of 
Ancient 

Monw11cnts 

1.2-l 

-l0.91 

6.-l8 

O= Original Provision: S=Supplcmcntary ProYision: R=Rc-appropriation 

14.2.3 Re-appropriation without prior approval of Ministry of 

Finance 

(i) As per Government of Ind ia decision No.3(ii) below Rule 10 of 

Delegation of Financial Power Rules, re-appropriation of funds from direct 

heads of expenditure to grants-in-aid to State/Union Territory 

Governments in the Revenue Section and vice versa are to be made only 

with the prior approval of Ministry of Finance. 

Test check of the Appropriation Account in respect of Grant No.11 

- Ministry of Commerce for the year 1996-97 disclosed that the Ministry 

augmented provisions under the sub head 'Critical Infrastructure Balance ' 

below major head ' 360 I ' by reappropriating Rs one cro re from sub-head 

" Critical Infrastructure Balance" below major head "3453" in the Revenue 

Section without the prior approval of Ministry of Finance. However, on 
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· being pointed. 0l1t by. al;ldit th~· Ministry;· stated (December 1997) that ex-
postfacto apprbvaJof Ministry of.Finance had been obtained. . . .---

(ii) , As per I Government of India decision No. 7 below Rule 10 of 

Delegation of Financial Power Rules, re-appropriation of funds from the 

head "Salaries"[ to other heads of expenditure can not be made without the 

prior approval 0fMinistry of Finance. · · 
. I , 

Test ch1eck of headwise appropriation account of grant No.77 -

Ministry of St~el revealed that_ the, Ministry re-appropriated Rs. 12 lakh 

from the head !Salaries' to 'Rent' Rates ahd Taxes' under the major Head 

'2852' vide re-~ppropriation Order No.BQT-2(2)/96 dated 31 March 1997 

which is. contrahr to the extant orders ofthe Ministry of Finance. The re

appropriation ~f funds without. prior approval .. of Ministry of Finance was 

irregular.· At the instance of Audit, ex-post facto approval of Ministry of 

Finance, Depahment of Expenditure for the above ·re-appropriation of 
funds_wasobta.ibedby the Mi~istry of Steel i~ January 1998. · .· .. -

_(iii) - A c~se jinvolvi~g. re~appropriation _· ~~ Rs four _crore. ~rom Plan:'fo 
. Non..: Plan without the pnor .approval of Mm1stry of Fmance m respect of 

grant pertaininJ to Departmeht of Atomic Energy has been mentioned. in 

chapter-XIX I 
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· CHAPTER XV 
Expenditure on 'New Service' 

f Expenditure on New Services I New Instrument of Services New Service without approval of 

Parliament 

(Rupees 

in crore) 

23.09 

30 26.14 

25 

120 
~ 15 

• 
~ 10 

5 

Amount 

1119"-87 

Expenditure of Rs 23.09 
crore attracted 
limitations of " New 
Service/New Instrument 
of Service" in the 
Min ist r)' of Finance. 

No Of cases 

01994-95 0 1993-94 

15.1 

Payments to Financial Institutions 

' (Ministry of Finance) 

Department of Education 

Department of Culture 

Chandigarh Administration 

Ministry of Labour 

Department of Urban Development, 

Urban Employment and Poverty 

Alleviation 

0.35 

0.50 
0.25 

0.24 

1.71 

Expenditure on "New Service/New Instrument of Service" 

On the recommendations of the Public Accounts Committee, 

Government has prescribed financial limits for different categories of 

expenditure beyond which the additional expenditure constitutes New 

Service/New Instrument of Service and requires prior approval of 

Parliament. 

In the following cases although the prescribed limit had exceeded, 

the ministries did not obtain prior approval of Parl iament. 

15.2 Ministry of Finance, Department of Economic Affairs (Grant 

No. 26- Payments to Financial Institutions) 

Scrutiny of accounts of grant No. 26-Payments to Financial 

Institutions for 1996-97 revealed that although the Ministry furnished 

certificate to the effect that there were no cases of "New Service/New 

Instrument of Service", in the fo llowing three cases the limit prescribed 

vide Government of India Decision ( 1) below Rule 10 of Delegation of 

Financial Power Rules, had exceeded the budget provisions, yet the 

Ministry did not obtain the prior approval of Parliament. As such the re

appropriations made to these heads attracted the provisions of "New 

Service/New Instrument of Service''. 
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Grant of Rs 35.20 lakh 
to Bal Bhawan Society 
attracted the limitations 
of New Service/New 
Instrument of Service. 

Cases of "New Service/New Instrument ([)f Servke?? 

(Ministry of Finance) 

The obskrvations were sent to Ministry in September 1997, their 
I 

reply was await~d as of March 1998. 
··1 . . 

15.3 Department of Education 
I . 

Scrutiny! of headwise appropna~1on account of grant No. 47-
. I ·-

Department of\ Education ~or 1996-97 revealed that as against the 
sanctioned provision of Rs·273 lakh towards grants to Bal Bhawan 

National Childr~n' s Museum (Bal Bhawan Society), the Department paid 

Rs 308.20 lakh to the Society. Payment of excess amount of Rs 35.20 lakh 
I 

over the provis!ion exceeded the prescribed limit of 10 per cent of the 

budget provisioh vide item II(F)(ii) of GOI Decision(l) below Rule 10 of 
. • I . 
DFPRs, for which prior approval of Parliament was required. 'fhe 

department did hot obtain such approval. 
. . I . 

i 
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. •'.::: . .::: . 

lP'aymeJint off Rs 49.50 
Illllklln to Kllllllllksllndira, 
Madliras attracted! tine 
HimlltatioJins off New 
Seirvke/New J11Instnnme1Int 
of Seirvke. 

ReHease off Rs 25 Hlllklln to 
the Food Craft fostnmte 
attracted! the HnmntatnoJins 
of New . Seirvke/New 
Instrument off Seirvke. 

15.4 .· Depairtmellllt l[]lf Ollliltuire 

Scrutiny of headwise appropriation account of Grant No.49 -

Department of Culture revealed that as against the original provision bf 

Rs 119 la~h towards grants-in-aid, the Department released Rs 168.50 lak:h 

to Kalak:shetra, Madras. Payment of Rs 49.50 lakh in excess of the budget 

provision exceeded the prescribed · 1imit of 10 per cent ot' the budget 

provision vide item II(F)(ii) of GOI Decision( I) below rule I 0 · of 

Delegation of Financial Power Rules for which prior approval of 

Parliament was required but the department did not obtain such approval. 

As such payment of the excess amount attracted the provisions of "New 

Service/New Instrument of Service". 

115.5 Mfonstiry l[]lf Ifome Alflfanirs - Unnollll Territoriies (wiitlhtl[]ll!Jlt 

Legnsfatl!llire) - Clnamiigarlhi 

As against the original provision of Rs I 0 lakh, the Chandigarh 

administration released grants-in-aid of Rs 35 lak:h to the Food Craft 

Institute. Payment of excess amount of Rs 25 lakh exceeded the 

prescribed limit of Rs 10 lakh vide item II(F)(i) of G.O.l Decision (1) 

below Rule 10 of Delegation of Financial Power Rules for which prior 

approval of Parliament was required. In the absence of any such prior 

approval of Parliament the excess payment attracted the provisions of 

'New Service/New Instrument of Service'. 

Jl.5.6 -OtHner icases attir.aicting tl!ne provnsions l[]lf New §erviice/New 

fostmment of seirvke details of wl!nkh are nndudledl nn other 

ichapters 

(Rupees in cirore) 
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Net savings exceedliin.g 
suppllemen.tairy giranlt in. 
:1.5 grants. 

I 

Jl.6.1 .Es11:imati~l!ll of suppRementary giraumthllpJPirOpirfaltfollll 

If the ambunt provided for· in the sanctioned budget for any service 
I 

in a financial yeat is found to be insufficient for the purpose in that year or 

when .a need ha~ arisen during that year for supplementary or additional · 

expenditure upof some 'New Serv~ce' not c~ntemplated in the ori~nal 
budget for that year, Government is to obtam supplementary grants or 

appropriations inl[ accordance with. the ·provision of Article. 1 i 5 ( i) . of the . 

Constitution. 

While obtaining _the supplementary grant, Ministry has to keep in 

· view the resourc~s avaiiable or likely to be available during the year and 

exercise due cautf on while forecasting its additional budgetary requirement 

of funds and see~ng supplementary provision. Resort to supplementary 

demands should qnly be in exceptional and urgent cases .. 

Public Ac~ounts Committee of 10th Lok Sabha in its 88th Report in · 
I 

Para 1.39 has also commented on obtaining the supplementary grant or 

appropriation in ~n ill conceived manner without conducting a proper and 

dose scrutiny ofl expenditure incurred or likely to be incurred by them 

during the financi~ year. · . 
In · 15 cas~s relating to 15 grants as detailed below although the 

supplementary ~ro~isioris were· obtained . in anticipation of higher 

expenditure, the final expenditure was less than even the original grants. 
. Thus, the entirJ amount of supplementary . provision aggregating to 

I . . 
Rs 236.20 crore proved to be unnecessary. 

I 
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··':.L• 

2. 

3. 

4. 

4. - Department of 0. 
Animal Husbandry and S. 
Dairying AB. 

Sav. 

9 - Ministry of Civil 0. 
·Supplies, Consumer S. 
Affairs and Public AE. 

··Distribution 

26 Payments 
Financial. Institutions 

Sav. 

to 0. 
S. 
AE. 
Sav. 

34 - Department of 0. 
Revenue S. 

AE. 
Sa:v 

293.15 
7.39 

279.74 
20.80 

108.80 
31.30 
91.38 
48.72 

2nd (March 97) * For meeting ·'•additional 
expenditure of Delhi Milk 
Scheme. 

2nd (March 97) * For assistance to Hindustan 
Vegetable Oils Corporation 
for implementation of 

' voluntary retirement scheme 
Rs 1. 3 0 crore 

* Grants-in-aid to State/Uni.on 
Territory Governments for 
strengthening of the 
infrastructures of consumer 
courts (Rs 30.00 crore 

2093.43 2nd (March 97) 
18.94 

* External grant assistance to 
Industrial Credit and 
Investment Corporation of 
India. 

2063.58 
48.79 

163. 4 7 2nd (March 97) 
1 l.36 

161.83 
13.00 

134 

* Setting up of three regional 
units of Narcotic Control 
Bureau 

* Computerisation and other 
establishment related 
~xpenditur.e 

* Payment of additional 
collection charges for Inlland 
Air Travel tax 

* Additional grants .to 
National Institute of Public 
Finance and Polic . 



1251.93 2nd (March 97) 
- I ,- , 

31.00 
_ •... -,,.. 

1- . -_ 
- 1160.97 

I 
Sav ql.96 

* For - meeting additional 
establishment related· 
expenditure 

* Providing medical treatment 
to poor and_ _needy from • 
Minister's discretionary . 
funds -

* Setting up of Central/State 
blood transfusion councils 

* Payment of subvent,ion to 
.~,:.:sbicle~ts _ of - rec6gnised 

private medical.colleges 
* Providing grants to hospitals 

and medical institutions-
* Additional expenditure of 

D.G.H.S: and Government 

* 
hospitals and dispensaries 
Making accounting 
adjustments in respect of 
external grant assistance in 
~ind received under Leprosy 
Control Pro ramme. 

41 - Department of 0. 
Family Welfare S. 

1950.65 Ist (Dec. 96) 
I 

71. U - 21ld (March 97) 
I 

* Providing - additional grant 
assistance to Government of 
Andhra Pradesh -under 
Family Welfare Scheme 
Passing on to State 
Governments external grant 
assistance for population 
activities 

AE. 
Sav 

194l94 
7~.82 

I 
I 

I 

1--

* 

* Carrying out accounting 
adjustment in respect of 
external grant assistance in 
kind expected to be received 

1 during 1996-97 

7. 43 - Cabinet 0. 89.8l 2nd (March 97) * Meeting additional 
S. 2.1 ~ establishment related 
AE. 69. 90 expenditure. 

I 

Sav 22 1 (i) * Operational commitments 
. -1 relating to Special 

_ Protection Group. 
L_~-L~~~~~~~~~L-~~~~+--~'---~~~~~__J'--
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· 10. 

11. 

12. 

B. 

49 - Department of 0. 
Culture . s.· 

AE· 
Sav 

62 -Ministry ofMiri.es ... 0. 
;; 

:-,.- S. 
AE. 
Sav 

63 - ·Ministry of Non- 0. 
Conventional Energy S. 
Sources AE. 

Sav 

66 Ministry. of 0. 
Petroleum and Natural S. 
Gas AE. 

Sav 

0. 
S. 
AE. 
Sav 

80 "'.Ports, 0. 
Lighthouses and S. 
Shipping AE. 

Sav 

203.23 
3.02 

201.53 
4.72 

224.66 
8.73 

216.07 
17.32 

220.58 
34.12 
167.66 
87.04 

3.62 
0.17 
3.53 
0.26 

61.36 
2.22 

43.25 
20.33 

236.61 
2.70 

172.49 
66~82 

.. 2nd (March 97) * For providing -non':"plan _ 
assistance to Netaji 
Research Bureau, Sardar 
Patel Trust and Delhi Public 
L~bra . 

·2nd (March 97) * For providing . additional 
plan assistance to Hindustan 
Copper Ltd. for 
implementation of voluntary 
retirement scheme and 
establishment related 

1st (December * 
96) 

For making counterpart 
rupee ·deposits against 
payments made to suppliers 
abroad out of the grant 
assistance received from 
Denmark for the Windmill 
farm ro · ect. 

2nd (March 97) * For meeting additional 
related establiShment 

expenditure. 

2nd (March 97) * For meeting additional 

2nd (March 97} 
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expenditure on dearness 
allowance, interim relief and 
bonus 

* Computerisation and 
holding of international 
conferences. 

* -:For providing additional 
grant assistance to 
Hindustan Shipyard Ltd. for 
implementation of voluntary 
retirement scheme. 



14. 101- Lakshadwe~p- 0: 2nd (March 97) ·* For meeting establishment 
related expenditure. S. 

AE. 

15. · 56 - Broadcasting 313.05 
I 

2nd (March 97) * For meeting expenditure on 
installation of robotic 
cameras in Lok Sabha: and 
Ra· a Sabha. 

Services 11.'73 
. I 

311.15 
I 

Sav B.~3 

O ~Ori~~ ProTision S ~ Sapp~men: P:;Je:t:::~:1i:::,~::s ~:::i::, than the originru 

provision, the supJiemeritary grants proved to· be unnecessary. . 

· . ·There is, ]therefore, a need to assess the requirement of the 

supplementary grants judiciously. 

I !16i,2 SU!!ppRellllllemtairy graumts remail!Ilnng ullllutmsed umdeJr spedfk 

llneadls . 

A few cases of supplementary grants in individual · subheads 

· · remaining entirely inutilised disclosed in the test check are as under: 

. 16.2~1 Milnislry lr fivil Supplies, Consumer Affairs and Public 
in· it ·11.. • I 
.JUIHS rn1U1ll!l11:mn. 

Test check of the appropriation account in respect of Grant No 9-

Ministry of Civil St:lpplies, Consumer Affairs and Public Distribution for the 

year 1996-97, disdlosed that supplementary grant of Rs 1.30 crore was 
I . . 

obtained by the Ministry in March 1997 under the sub-head "Voluntary 

Retirement Schem~ to Public Sector Undertakings- Hindustan Vegetable 

·Oil Corporation" \below the. }\j:ajor Head "3456" against the budget 

provision of Rs one crore for providing grant assitance to Hindustan 

Vegetable Oil Corboration for implementation of "Voluntary Retirement 

Scheme". But the Ministry surrendered Rs 2.19 crore in March 1997 due 
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. ·~ 

to less receipt of applications for Voluntary Retirement Scheme from the 

employees of Hindustan Vegetable Oil Corporation. 

The incorrect assessment or possible cases of Voluntary 

Retirements and lack -ef monitoring of fund available with Hindustan 

Vegetable Oil Corporation and also lack of· monitoring of the refund of 

unutiJised amount. by HVOC rendered the supplementary provision of Rs 

1.30 crore infructuous. 

16.2.2 Depa1rtment of Revenue (Ministry of Finance) 

While scrutinising the headwise appropriation accounts in respect of 

Grant no.34-Department of Revenue for the year 1996-97 it was noticed 

that the Ministry obtained supplementary grant of Rs 1.91 crore in March 

1997 under sub-head 'Secretariat-Department of Revenue' for setting up 

three regional units of Narcotics Control Bureau, payment of additional 

instalment of dearness allowance and other establishment related 

expenditure which remained unutilised to the extent of Rs 1. 3 6 crore. 

Thus, deficient budgetary assumption/control resulted in non

utilisation of most of the supplementary grant. 

16.2.3 Ministry of Home Affairs 

In grant No.'44>- Police, the Ministry of Home Affairs obtained 

supplementary grant's in March 1997 under different sub-heads fot payment 

of instalments of dearness allowance, interim relief and bonus, purchase of 

more clothing and tentage, more expenditure on POL, maintenance of · 

vehicles, movement of battalion, maint(lining law and order, election duty 

and airlifting of battalions which; h<;>wever, remained unutilised to the 

extent of more than Rs one crore as detailed below: 
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• Tabl_e 16,2,3 (a!): Supplementary grants under sub-h.e21dls ll"emaiimed 

I unutilised 

! 1 1 Criminal investigation l 2.07 l 4.15 ! 100 l 
i i Vigilance- Central Forensic ! l l l 
l l Science Laboratorx I i l l l 
illilllrnmrnmilllliiitm1111rJi.111r~rniimm1m~1m1111::11r,41tv.amm1mmmmm21:1amrnmmrnmrnmmmm11:~mmmm1mrnru 
i 3. l Border Security F0rce- l 34.23 10.95 32 l 
1 ! Director General of· Bdrder i ! 
l · ! Security Force I l ! ! l 

i 7. i Indo- Bangladesh Border l 3.50 l 1.37 l 39 l 
l i Works . I l ! : l 

ffilfEUUtllltQl!~Jlffllif!Wfi,fl~lJ.!,'-P:1!ill!ff~!&JA~Jil3#JJl@t!Iillitf1JW!IJli:!Jf1WifJ&lll@llt1@1i@1WiJJj 
1 8. i Police Criminal Investigation 1 l .'00 ! 1. 93 ! 100 ! 
i l and Vigilance - Crirhinal ! ! ! l 
L. ........................ L!~f.C?.~Q?:~~-~2g .. ~Y.~~-~~ .................. l ............ .L ................................... .L ......................................... .L ............................................. .J 

ii) Scrutiny lr headwise appropriation account relating to grant No 45 

- Other Expendi~ure of Ministry of Home Affairs for 1996-97 revealed that 

m the followin~ cases although supplementary grant was obtained in 
I. 

anticipation of higher expenditure, the final expenditure was 'NIL' or far 
I less than the supplementary grant. 
I 
I 

Table 16.2.3 (~): Supplementary grant under sub-he21dls ll"emnunnlll\ed 

unutilised 
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16.2.4 Ministry of Information and Biroadcasfong 

Scrutiny of headwise appropriation account of grant No. 56-

Broadcasting Servic~s for 1996-97 disclosed that Ministry of Information 

and Broadcasting had obtained supplementary grants in March 1997 under 

different sub-heads which remained unutilised to the extent of more than 

Rupees one crore in each case as detailed below:-

Tablle Hi.2-.4:- Supplementary grant under sub-heatd!s remained whoHny 

mmtiRisedl 

(Ru.pees iHR cirore) 

16.2.5 Ministry of .R._ersonmen, Public Grievalilces and Pension 

Under grant No. 65- Ministry of Personnel, Public Grievances and 

Pension for 1996-97, the Ministry obtained supplementary grant of Rs 5.78 

crore under sub-head "Central Bureau of Investigation" for meeting 

additional establishment related expenditure, purchase of new vehicle, 

meeting secret service expenditure and travel expenses which, however, 

remained unutilised to the extent of Rs 5.35 crore. 
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. Miiirniistiry of Labounir ll!as 
beeirn savliirng fairge 
amounirnts. 

Gross saviirngs partially 
offset by excess iresulllting 
Jin net saving of lRs 88.57 
ciroire. 

]_ 7,1 Inntrndl~dfonn. 
The Mfnistry of Labouris responsible for promotion of harmonious 

industrial relations and speedy implementation of labour laws, awards and 

agreements, l~ying down code of discipline etc. for improving industrial 

relations to rekulate wages and other conditions of work for conducting 

evaluatory stuaies of implementation of labour laws, industrial relations, 

personnel polibies and practices collection and publication of statistics, 

conducting enbuiries, surveys and research studies on various labour 

subjects etc. 

'\17 ,2 Ovell' anl pq]jsfifom 
··~ I . . . 

During 1992-9(, the provision and expenditute in grant No.57-Ministry of 
Labour was as under. . 

I . . . . (RiuipeesJn cirnire) 

..-~ 
I 
Jl.7,3 Saviilllgs mJll[I! excess Headling tq]) nneit savings 

Revemullle (V otedl) · 

In the Jted portion. of revenue section of the grant during 1996-97, 

there was gros~ saving of Rs 107.31 crore which was offset by excess 

expenditure of R.s 18. 7 4 crore under other heads resulting in net saving of 

Rs 88.57 crore. \ · · 

Tablle 17,3(a): Sub-heads 111nndler whidn major saviHllgs occllllrired! 

I (Rlll!pees nin CJrl!Jilre) 
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TabHe ]_ 7.3(b): Sub-heads under which major excess occurred! 

(Rupees in cr({)ll"e) 

Diversion of Rs 18. 7 4 crore to certain heads was made for paying 

interim relief, additional instalments of dearness allowance, bonus etc. and 

also to clear the arrears under discontinued 'Employees Family Pension 

Scheme 1971' and 'Employees Deposit Linked Insurance Scheme'. 

The funds sanctioned for the implementation of labour welfare 

schemes were diverted to meet the establishment related expenses etc. 

defeating the purpose for which the amounts were sanctioned by the 
Parliament. 
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JPersi.steirnt saving have 
occunned um~er . 
CelliltraHly §p(msoredl 
lP'Ilan Schemes.· 

sn. NI[]).· 

1. 

2. 

3. 

· PJrevfouns 

years 

1995-96 

1994-95 

1993-94 

1992-93 

1995-96 

1994-95 

1993-94 

1992-93 

1995-96 

1994-95 

1993-94 

1992-93 

! 

:n. 7.4 Persistent savings 
I 

Under Grants to State Governments for Centrally Sponsored Plan 

Schemes in t~e following sub-heads/schemes persistent saving occurred 
I 

during 1992-9~:-

Descirnptfon \or §clliieme 

I 
Rellunbmtantnrnrn l[])f ilBl[])Jrndled Lallbl[])llllr 

I 

I 
Savnngs Percellltage 

ir • I 

J.57 

1.37 

0.81 

1.50 

on savm~ 

64%1 
62%' 
23%1 

79%1 

I 
Em]plioyment SeirVnces 

I 

I 
1.12 100% 

1.11 100% 

1.11 100% 

2.07 100%1 

I 
TiranniHllg of Oralftsmel!ll I . . 
Sllll)llllen'RSO!l"S Wl[J)Jrldl 

i Scheme foll" States I 

I 
19.28 53% 

I 
I 

40.21 64% 
I 

62.61 74% 
I 

35.30 66% 

I 

I 
I 

. ·r· 

and! 

Bank 

143 

I.· 

[ 



1. 

2. 

.· Prevnmns Years 

1995-96 
1994.:95 

1995-96 
1994-95 

The persistent. less expenditure than the provision ranging from 23 

to 100 per cent of grants.:.it17aid. to State Governments under the above 

Centrally Sponsored Pla~fs~Ii¥llies, for weaker sections of the Society 

indicated slackness in: implementation of the above- schemes or inaccurate 

budgetary assumptions.. 

Besides the above under the following labour welfare programmes 
also, the Ministry was .unable to spend the allocated funds ranging from 10 
to 87 p~r~ciiJt of the sanctioned budget during 1994-95 to 1996-97. 

(IRiinpees nncrore) 

Descrnptfoll1l off scllneme lifi~~W!lll!~i!lll!ll!! 

t::o:a:e~;:;{ C:hmme Ore Milnes illiJlllJJJJJJfJllJ.1.Jl.l~lllJIJrjllJJJll 
Amo1lllllllt Ferceriiltage 
l[)f savilllg oif savnng ·. 

1.07 
2.90 

15%. 
41% 

Cmntrnllnntory reasolllls stated! by tlh!e Mnllllnstry 

Limestone 
Wellfare 

1.81 
1.90 

all1ld! Dolomite. Mines · Labour llf If If llllr%W' 
37%-' 
41% 

lH 



SI. No. 

3. 

4. 

5. 

1995-96 
1994-95 

1995-96 
1994-95 

1995-96 
1994-95 

(Rupees in crore) 

Description of scheme 

Improvement in Working Condition 
C hild/Women Labour 

0.40 
2.90 

7.85 
2.09 

1% 
64% 

36% 
15% 

·9.:::-:-.::::-r.-:: .. 

World Bank Assisted Vocational Training §iimffi1 

ProJ· ect Mlfi 

6.66 
13 . 14 

6 1% 
88% 

·-;:.:.::--:-x::-~ 

17.5 Expenditure on "New Service/New instrument of Service". 

On the recommendations of the Public Accounts Committee, 

government has prescribed certain financial limits for different categories of 

expenditure beyond which the additional expenditure constitutes 'New 

Service/New Instrument of Service ' and requires prior approval of 
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Expenditure on "New 
Service/New Instrument 
of Service". 

Parliament vide item no.ll(F) of Government of India Decision No.(1) 

below rule I 0 of Delegation of Financial Powers Rules. 

Test check of headwise appropriation account of the grant for 

1996-97 revealed that against the sanctioned provision of Rs. I. 61 crore 

towards grants to V. V.Giri ational Labour Institute, the Ministry had paid 

Rs 1 .85 crore to the Institute. Payment of excess amount of Rs 0.24 crore 

over the provision has exceeded the prescribed li mit of l 0 per cent of the 

sanctioned provision of Rs 1.61 crore, for which prior approval of 

Parliament was required but the Ministry did not obtain such approval .As 

such payment of excess amount attracted the provisions of 'New 

Service/New Instrument of Service'. 

Ministry's reply that the additional fund was released with the prior 

approval of Ministry of Finance is not tenable since prior approval of 

Parliament was required to be obtained to release the additional funds to 

the Institute. 

17.6 Rush of Expenditure:-

As per Note 3 of Rule 69 of General Financial Rules, rush of 

expenditure particularly in the closing months of the financial year is to be 

regarded as a breach of financial regularity and should be avoided. 

Contrary to the above provisions, test check in audit revealed that in the 

following cases large portion of the total expenditure was incurred in the 

month of March during the last three years i.e. 1994-95 to 1996-97. 

(Rupees in lakh) 

. :::~J~~~r; :~~i~~;~:=)~~t~l~l~i~~~~~~~ti~~i~~ 1995-96 m~~;~~~~~~1u~•~~t1~1*111~ 

... 

:

[· .... ···:'_ .. '~_:: __ .:!·····'S,._.:~_.:'_.~_ ... ··''_ ... ··'·.i····':_ .. -'~_,.'~_ ... ·'~ ... ·'~.:··';.·._ .. '~': .... '._ ... ·'i.·'; ... ~:_:,_-':_ ... ·'[:·· .... ····'::_ .. ····':.·': __ .::. __ .': Name of Scheme .';··':,··',,·''·'r __ .':· .. ': __ .'·:i····':·':_ .. ·':_·:;···':··'1 __ .·''· ... 1,.·':':l_,·::'~,-':_·.'~_.·''~ ... ':_ ... :·',_ .. ·'··,_ .. ·':··'··_.,'''·:_.::·';_ ... ·':· ... ·':·'~_ .... '~.; ... ·':··; __ .':.,·:,.·':·:_ .. ·'··i:·,.,til.::_.·''~_ .. ·':,_:·_.:': __ .·':·:~_ ... ·'::·_ ... :'': ... ··':,· ... ·':',·.'_.'·.· .... :--';,~_.·'·_'.;' .. ,·~,l .. '--~:·::_ ... :i',:·•,i:;,·_:~::.:·_·''_.'·,,:~_:·_ ... '''.:. __ , ... ·:~ ... ··:·;'·_ .... :·,: .. ,, MEaxrpch ·~~'111111111~i MEarch i'i·· .. ~ .. '{·.·':_,:·f.'.:~ ... '~_,~ ... '~.':,,:'_,'.::,.~-.'~:···''.:.,··'::_i,·'),:··'':~,,~:;·'f:·,~.,_· __ ,::··'~.·.,,·_:.,~,; •. '::!_,::(l,.'';_,,,-,:.':,:_,'.·;·'··::_,:';.l.:~:,·~,;.· .. ~ .. :·,,':,.:':~·;_,',.',::·~'~:·.:;_;'.i:_'.'.'..,'~·~,'.~_ .. :_:·'~.~-.::·'' ... '._,;;·.·'~_,::;i,.'i,;_,l,·:.:::;·,t_,_.:: __ .':_, ~~ch ,:~:,.,,,. ''. /~~~~::> (%) 11·11l1li\lll!li~ili\lll\ll~ll~i~l~~ll~l~liii: (~:)· .,,~:;:l@~itl~~i~~ ~:; 
l, ,;,> Bccdi 

Welfare 
Workers ~~~4~~;~~~~;~ 

::::~~~::: . . t~: =~-:;::::::' 
:~:::::;::§~: Ai:~-::~:;:::~ 

Cine workers Welfare \Hf"·.~15·;:: 
·:}:·:·:;.; :·:. ::.::::: .. 

3. 

4.43 

(86) 

156.80 

(95) • 

899.26 

(47) 

6.36 

(87) 

105 1.31 

(30) 

fllJ 
1078.15 

(49) 

8. 11 

(62) 

2613.44 

(77) 



(Rupees in lakh) 

The M1stry stated, in Dec.ember 1997, that due to delay_ in 

completion of fdrmalities by the State Governments, voluntary agencies and 

implementing a~encies, large portion of funds were released during the 

month ofFebruJry/ March 1997. 

Since th~ funds released to the various organisations in the month of 

March cannot b~ constructively spent during the year, it is not possible to 

conclude wheth~r the funds were applied for the purpose for which these 

were authorised during the period of such authorisation. 
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HU.. Introcl!udion 

This Ministry is responsible for looking after the welfare of the 

disadvantaged and marginalised sections of society such as the scheduled 

castes, scheduled tribes, minorities, backward classes, . children in need of 

· care and _protection, aged persons, persons with disability and victims of 

drug abuse. In addition to the organisations under the administrative 

control of the Ministry; plan and non-plan schemes are implemented with 

the help of State/Union Territory Governments, non-governmental 

organisations and institutions of the local-self government. 

:Il.8.2 Overallll p101sitn101l!ll of grant 

During 1996-97, the total provision, s.upplementary grant, actual 
expenditure, saving and surrender in Grant No,86-Ministry of Welfare in 

Revenue and Capital sections (Voted & Charged), was as under. 

OveraH positimrn 101f grant 

(Ru.pees nn cr101re) 

In the voted portion of Revenue Section during J996-97, there was 

gross saving of Rs 144.61 crore under some heads which were offset by 

excess expenditure ·of Rs 13 5 .49 crore under other heads resulting in net 

saving ofRs.9.12 crore. 
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Sub-heads 

under:-
which major savings/excess occuned! were as 
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IP'eirsistelfllt savilfllg 
occunedl agaiilfllst 
n>rnvisiolfll for weHfaire 
schemes. 

Taltil!e J18.2(b): Slllllb-headls ll.lll!Hl!e1r w!IBiclbi major excess occunneidl 

18.3 Peirsfistell1lt savinngs 

In the following sub-heads/schemes persistent savmgs occurred 
during 1994-97: 

(Rupees nnn crn1re) 

Sil. No. Desnnptfonn olf Scllneme 

WeHfaire of SchedhrnHedl Castes-Ed1111cation 

1. lP'revfouns Amomrnt Peircent21ge to 

years olf savnng total provnsionll 

1994-95 2.56 80% 

1995-96 1.24 99% 
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2. 

3. 

4. 

5. 

6. 

. Assistarrnce to V ollmmtairy org,rrnisa11:im11s for §clhleclhrnlledl Castes 

. (foir imJp>antillllg trainnll1lg illll itec~nncaU amll skm devefopmerrnit) 

. 1995~96 9.49 
I 
I 

47% 
I 
I 

I 
I 

WeAfare of §cl!neduiedl Tribes-:!Edancatiollll 
I 

I 
1994-95 0.69 13% 

I 
1995-96 0.53 71% 

Scheme for pre-examinatimn coaching fol!" weaker secitiolllls 

!based om economic criteria I 

1994-95 1.50 

1995-96 0.68 

·Scheme for Street Chilc!hrellll 

1994-95 2.00 

1995-'-96 2.18 

1995-96 3.38 

I 
50% 
I 

I 
34% 
I 

I 
40% 

I 
44% 

I 
I 

8[% 
I 

' 
8Q% 

I 

15 I 

[ 
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Unrealistic budgetary 
assumption. 

Non-implementation of 
welfare schemes for 
handicapped by the 
Ministry resulted in 
savings. 

The persistent savings rang ing from 13 to 99 per cent under- the 

above schemes indicated that there was slackness on the part of the 

Ministry/State/Union Territory Governments in the implementation of the 

schemes or the budget estimates were framed without adequate review of 

the trends of expenditure. 

The savings during 1996-97 were partial ly offset by excess 

expenditure ofRs.7.55 crore (1 16 per cent) on pre-matric scholarship and 

Rs 31 .21 crore (30 per cent) on post-matric scholarship schemes through 

State Governments due to receipt of more proposals for grants from State 

Governments. 

18.4 Prohibition and drug abuse prevention 

The Ministry made budget provisions under revenue section of the 

grant for imparting education in the field of prohibition and prevention of 

drug abuse. Under this scheme, voluntary organisations/institutions are 

assisted for maintenance/setting up of de-add iction and counselling centres 

for treatment, follow-up and rehab ilitation of drug addicts. 

During 1995-96, out of the provisio n of Rs 15. 16 crore the 

Ministry spent only Rs 11 .09 crore resulting in a saving of Rs 4 .07 crore 

constituting 27 per cent of the provision. In 1996-97 also, against the 

provision of Rs 14.66 crore, only Rs 9.64 crore could be utilised resulting 

in a saving of Rs 5.02 crore constituting 34 per cent of the sanctioned 

provision. 

The Ministry stated, in November 1997, that it was not possible to 

fix physical targets and their co-relation with the fi nancial targets. They 

further stated that no authentic data was available with the Ministry as no 

comprehensive study at All Ind ia level had been conducted so far. Under 

utilisation of funds under the scheme was attributed to non-receipt of 

complete proposals from the Non Governmental Organisations (NGOs) as 

well as recommendations from the State Governments. There is, thus, a 

need for strengthening the statistical base and appropriate budgetary 

assumption for thi s programme. 

18.5 Non-implementation of welfare schemes 

The Planning Commission had approved plan outlay of Rs 47.55 

crore under the scheme "National Rehabilitation Programme for the 

Handicapped" and Rs 1.25 crore under the scheme "National Trust for the 
Mentally Retarded and Cerebral Palsy" respectively for the Eighth Five 

Year Plan ( 1992-97). The enti re budget provisio n under these schemes 
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2. 

during the 
below. 

I 
years 

I 
1994-:95 to 1996-97 remained unutiHsed as detailed 

i 

\ (Rlllpees iilill <t:Jro!l"e) 

I 
The Ministry stated that the entire provision under these schemes 

remained unutili~ed due to non-finalisation of the schemes. . 
This call~ into question the system of programme management in 

I 

the Ministry. Firstly the.Ministry failed to finalise the schemes during the 
five years for th~ plan period. Secondly, the Ministry continued to provide 
funds redundant!~ despite its inability to finalise the scheme. 

18.6 

2225~800.07 Assistance to 
Voluntary Organisation 
for Scheduled Castes. 
2225.800.25 - Grant-in
aid to State Scheduled 
Caste Development 
Corporation for 
implementation. of · 
scheme of Liberation and 
Rehabilitation of 
scavengers and their 
de endents. 

. ').I 
Rush.of expenditure 

I 

9001.00I 

I 

I 

I 

9001.00 
(100%) 

153 

receipt 
recommendations of the State 
Governments. 
Due to release of funds 
directly to the SCDCs instead 
of through State Governments 
Budget provision and budget 
head could be obtained only 
in January 1997. 
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·-·P.11--3. . 2235-101.10.01 1670.71 1081:17 

4. 

5.-

6. 

Assistance to Voluntary ( 65%) 
Organisation.s· for the 
Handica ed 
2235.:101.10.01 - Aids . 685.47 
and Appliances for the 
Handica ed 
2235.105.01 - Education 
work for prohibition and 
dru ·.abuse 
3601.341.03 - Machinery 
for implementation of 
protection of Civil Rights 
Act 1955 and Prevention 
of Atrocities Act 1989 

963.51 

1220.60 

471.00 
(69%) 

575.48 
(60%) 

922.47 
(76%) 

Late receipt of 
recommendations from the 

· State Governments. 

Delay in receipt of proposals 
and information from State 
Governments. 

Since the Parliament approves the budget for meeting the 
expenditure during the current financial year and not for the subsequent 

years, the funds released in the last quarter of the financial year can not be 
constructively spent during the year. It is not possible to conclude whether 
these funds were applied for the purpose during the year for which they 

. were provided by the Parliament. 
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4. Fuel Inventory 

5. 

6. 

Rajasthan Atomic 

Power Station 

Nuclear Power Board 

Sup1>lementary grant 

exceeding require~ent. 

129.40 

(44 %) 

50.66 

(64 %) 

2.11 

(42 %) 

:······ 

45 .55 

(18 %) 

36.65 

(51 %) 

8.6 1 

(86 %) 

74.87 

(30 %) 

7.20 

(15 %) 

5.64 

(80 %) 

Reduction in procurement 

of stock of fuel owing to 

shortfall in production. 

Delay in receipt of 

equipments. 

Less expenditure on 

interest adjustments. 

Reduction in requirements 

owing to absorption of 

personnel in Nuclear 

Power Corporation of 

India Ltd. 

19.2 Overestima tion of supplementary grant 

If the amount provided in the sanctioned budget for any service in a 

financial year is found to be insufficient for the purpose in that year or when 

a need has arisen during that yea_r for supplementary or additional 

expenditure upon some new service, not contemplated in original budget 

for that year, Government has to obtain supplementary grant in accordance 

with the provision of Article 115 ( 1) of the constitution. 

While obtaining the supplementary grant, Ministry has to keep in 

view the resources available or likely to be available during the year and 

exercise due caution by forecasting its additional budgetary requirement of 

funds. Resort to supplementary demand should only be in exceptional and 

urgent cases. 

Scrutiny of appropriation accounts of grant No.87-Department of 

Atomic Energy for the year 1996-97 revealed that the Department had 

obtained supplementary grant of Rs 17.21 crore for B haba Atomic 

Research Centre and Rs 3. 96 crore for Indira Gandhi Centre for Atomic 

Research under Major head "3401-Atomic Energy Research" in March 

1997 for meeting establishment related expenditure. However, the 

supplementary grant remained unutilised to the extent of Rs 16.60 crore 

(96 per cent) and Rs 2.86 crore (72 per cent) respectively. 

The Department stated that the savings in the above cases were 

mainly due to distribution of supplementary grant to other needy heads of 

the revenue section. The Parliament authori ses the grants for specified 
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'fllne departmel!llt ire

appiroplliat~i!ll Rs fmnir 

ciroire · from pllarm to llll.Ollll 

pHallll ilrireguilarlly. 

,,J 

purpose. Distribution· of these. grants to· other -needy heads was-contrary to 

· the instructions jofMinistry o:fFinance issue_d in February i~foo fo the effect 

that the origin~ objective for which the pr.ovisions-are made under various 

sub heads should not be substantially altered by exerdse of power of re- • 

appropriation ... !Besides, since the supplementary grants were. obtaiped •. in . 

the last batch m March 1997, the Department cannot present demands for 

funds and re-appropriate it. to· other heads at the same time. , 

1.«11'2 I ~I .. 
7oJ rregu.r re-•ppropriatnon 

As against the sanctioned provision of Rs 14 crore for "Other 
I . 

Research Facilitfes for the advanced Research in Plasma Technology" under _ 

··major Head "1401-C~pital Outlay on ~tomi~. En_ergy Research", the· 

Department re-appropnated Rs 8.46 crqre m ant1c1patmn of approvall ofthe 

Ministry of Fidance b~t the Ministry of Finance did not agree to the 

proposal of re-~ppropriation of plan savings of Rs four -crore to grant 

interest free lob to Electronics Corporation of India Limited - which 

resulted in savi9gs .of Rs four. crore out of the re-appropriated amount of 

Rs 8.46 crore. 'The reason for savings of Rs four crore that this was due to 
I 

non-materialisation of procurement action, was factually incorrect and the 

re-appropriation of funds of Rs four crore from Plan to Non-plan was 

irregular. 

19.4 R1lllslln l!)f ~xpendit1.11ire in Maircln 

Accorl to notes below Rule 69 of Gelleral Financial Rules, rush 

of expenditure Jarticularly in the dosing month of financial year is to be 

treated as a br~ach of financial regularity and ,Should be avoided. The 

Ministry of Findnce reiterated in June 1996 that the budget formulation 

should lay gre1ter emphasis on explicit recognition of the revenue_ 

co~.straints and jthe~e must be strict .and rigid adherence to b~dgetary 
ce1hngs. Moreover, 1t was also emphasised that all releases to pubhc·sector 

undertakings ag1nst budgeted outlays should be made . only after adjusting 

the defauhs, if by, pertaining to the current year in their obligation of . I . , , 
repayment of lo8!fls arid interest.·,. · i 

. . . Contraryjto the above instructions and guidelines, the department of 

Atomic Energy drew one cheque of Rs 23.58 crore on 31 March 1997 

-towards_ reimb+sement of expenditure incurred by Nuclear Power_ 

. Corporation of India Ltd. (NPC][L) towards operation and maintenance of 

Rajasthan Atmnib Power Station-I (RAPS-I). The .cheque was not released 
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on··the plea that NPCIL did·.not come forwarc:l to collect it. In fact, fresh 

cheque was drawn and issued to NPCIL on 2K August 1997. 

It is noteworthy-the NPCIL owe Rs 227.62 crore to Governinent 

towards repayment of interest on Government loan. 
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There ar~ \wo departm<:ntS in the Ministry viz. (i) Department of 

Urbal'JI Develop~ent and! . (nn} Department of Urban Employment and 
Poverty All_eviaficm. . 

Tlrie neJ~rtmelllt ohUrbaurn Development lhandles matters of mlban 

developmelllt, Jater su:npply, salllitatiolll, urban transport etc., while the 

De~~Ament of ~rba1l'JI Employmelllt & •Poverty Alleviation is responsible for 

implementation I of the Natiolllal Housing Policy, formulation of specifnc 

programmes/sdfomes/projects reiatilllg to poverty alleviation all11d 
I . 

employmelllt in urballl areas. 

20. i OvernllD losilioo of lhe g<anl 

I 
During 1996-97, the overall .positioll11 ~f tot~J,prov,isio_n (inclUJdi~g 

supplementary grant), actual expell1ld1ture, savmgs/excess all11d surrell11der m 

Grant No. 82 t Urban Developmell11t, Urban Employment _ andl !Poverty 

Alleviation in RevemJJe and Capital section (voted and! clharged) was as 

1.u1der: I 

Taulblle 2@. U: Overa!llll !!»Osniaqj)llll of illlle gr~ll1l¢ 

I 

Td~an 

jjl)Irl!D~asnonn @L'i=== 

~ 450.91 

,.d;~ 276.31 

48.83 

12.01 

8.28 0.23 

8.85 2.83 
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20.2 Savings and excess leading to net saving - Revenue (Voted) 

Gross saving partially 
offset by excess resulting 
in net saving of 
Rs 110.85 crore. 

During 1996-97 overall savings in voted portion of the Revenue 

section was Rs 127.54 crore which had been offset by excess of Rs 16.69 

crore under other sub-heads resulting in a net saving of Rs I I 0.85 crore 

constituting 20 per cent of the sanctioned provision. Few cases of major 

saving and excess are given below:-

Table 20.2(a) Sub-heads under which major savings occurred 

(Rupees in crore) 

I. Department of Urban Development 8. 13 6. 93 

2. Low cost sanitation for liberation of 

scavengers 

3. Maintenance and repairs 

4 . Urban Transport Planning 

5. Research in Urban and Regional Planning 

6. Mega City Scheme Infrastructure 

Development 

7. Central Assistance for Integrated 

Development of small and medium towns 

8. Prime Minister's Integrated Urban Poverty 

Eradication Programme 

9 . Housing and Shelter Upgradation Scheme 

I 0. Urban Micro Enterprises Scheme 

11 . Urban Wage Employment Scheme 

27.80 

110.34 100.08 

6 .85 4.85 

2 .70 1.50 

83 .50 60.50 

26.00 19.92 

99.00 70.00 

14.20 1.96 

30.24 23 .75 

24.92 23 .81 

Table 20.2(b) Sub-heads under which major excess occurred 

Savlni ·•·.· 

·:· 

1.20 

27.80 

10.26 

2.00 

1.20 

23 .00 

6.08 

29.00 

12.24 

6.49 

I. II 

tl,;,,:~---•,;;t;~' ir 
1. Maintenance and repairs 21.50 34.01 12.5 1 

2. National Institute of Urban Affairs 0.60 I. 79 1.19 

3. Urban basic services for the poor 16.29 17.32 1.03 

20.3 Excess expenditure over grant/appropriation : Grant No. 82 

In the voted portion of the capital section, there was an excess 

expenditure of Rs 50.15 crore over the authorised sums in Grant No.82 -
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Urban Development, Urban Employment & /Poverty Alleviation. Major 

. !head wise dleta+ of main excess expehdliture are given below : 

1r'abne ·2@ • .3~ Excess e:l'iqJlleI!llidlnhnre owell" grairm~s/.!llppr@gJHruai~foim . 

I . . (Rupees in crore) 
~~~!:m""""~~~--,.-~~~~~~-,F=-~~----.,,,,,,_,,. 

· .. Majorhead .:.:!:,:~,. ·~·· 
==""' 

14217 
95.00 

Allllailysnl off eiu:ess expe111Hdln¢nme 

Utrrreglll!IlJr re~m!J]J!llll"@JPlrnati@Hll off fll.llIJUils 
I . . . . 

-

Mmjoll" Gemdl 6642n7~C.ap5taD Otllltfimy Ollll Utrllil.Rum Dteveftol]l)!llllllf!!ll¢9
' 

Ministry obtained a token supplementary grant of Rs one lakl1i under 

capital (voted) section for release of Rs 50 crore to Delhi Metro Rail 

Corporation (DMRC) and informed the !Parliament that savings in. the grant 

would! be utilis~d for the balance requirement of funds. However, the 

Ministry of !Fin~nce dud not agree to the proposal of the Department for 

reappropriation I of saviqgs in the revenue (voted) section to the capital 

(voted) section 01t1l tl1ie groundls that the savings of the revenue section can 
I . i . 

not be reappropriated to the capital section. 

Despite this, the DepartmelJ'llt issued reappropriatioll1 order 

transferring Rs 49.99 crore from revenue (voted) section to the capital 

(voted) sectioirn bf the grairnt and released! R.s 50 crore to DMRC on the plea 

th~t . Parliame1t11t I had! alreadly been informed about ut~lisatiorn of savings 

w1thm the. grant Tl1ie Controller of Accounts dlnd not · accept the 

reappropriation :of fundls from the revenue section to capital section, which _ 

r~sultedl in an excess of Rs 49. 99 crore in the capital (voted} section oT die 

g~ant besides a Javing of R.s ] 27.54 crore (net saving of Rs ] W.85-crore) in 
·.. I • . . . . 

. tl1ie reveirnue (voted) sectmn.\ . · 

i61 
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. 20.4~2 Excess expenditure under Major Head 42 i 6-Capntai Outlaiy '°'" 
Housing 

Under the Major Head "4216" Capital Outlay on Housing, the 

Ministry incurred expenditure in excess of the approved provision under the 

following sub-lnead : 

Table 20.4.2: Excess expenditure under Major Head! 6 42 U(D 9
- Capi~a~ 

Outlay on Housing 

- Total 

provnsion 

41.90 

(Rupees in crore) 

- Excess 

- 42.19. 
- 8.94 

Release of Rs 0.52 crore 
to Delhi . Urballl!. Arts 
Commission attracted 
provisions of 'New 
Service/New Instrument 
of Service'. 

A.s per the limits prescribed in Rule 10 of Delegation of financial 

Power .Rules 1978, for determining the 'New Service/New Instrument of 

Service', grants-in-aid to statutory and other public institutions, additional 

expenditure of Rs 10 lakh over the approved provision for institutions in 

receipt of grants-in-aid up to Rs one crore and I 0 per cent of the budget 

provision or Rs two crore, whichever is less in respect of institution in 

receipt of grants-in-aid of more than Rs one crore will require prior 

approval of Parliament. In the following two cases pertaining to the grant 

No.82 - :Urban Development, Urban Employment and Poverty Alleviation 

for 1996-97, the excess· expenditure attracted the limitations of 'New 
Service/New Instrument of Service'. 

(i) Against the budget provision of Rs 0.31 crore for grants-in-aid to 

Delhi Urban Arts Commission, the Department of Urban Development 

incurred .an expenditure of Rs 0.83 crore. The additional expenditure to the 

extent of Rs 0.52 crore, met by re-appropriation of fund exceeded the limit 

of Rs 0.10 crore, as prescribed in Government of India Decision No. UH(F) 

below Rule 10 of Delegation of Financial Power Rules, for which prior 

approval of Parliament was not obtained. 
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Gral!ll1ts . to NH.JA nl!ll 
. .iillili'lriingemeHBt of limits of 

'new ServnceJNew 
llirnstrumel!llt of Senice'. 

Excess exJ!llelllldlirure 
wiitHnout sudlideiint 
][J!l"Ovision 0H1Um1ds. 

(ii) hn anoth'er case Ministry i111curred an expenditure of Rs I. 79 crore 

towards grants~in-aid to National Ilnstitute of Urba111 Atfa,iT~ _against the 

provision of Rs 0.60 crore. 

The Mihistry inc~rred an excess expe111diture of Rs \bl=QLcrore 

against tlhe appfoved provision of Rs 0.60 crore, without obt~i'.8)bg prior 
. . . I ._., .. ,., .. --'"~-~~·-····"-''· 

. approval of Parliament for incurring additional expenditure')if!'m'9r¢ than 
. I . . ...... -'.: .. ,:,.;,., . 

Rs 10 lak'1 in terms of Government oflndia's decision (0 below'1iHe IO of 

Delegation of Fi1nancial Power Rules which attracted the limitatio~ ~f' New 
. I . . ._·. . 

Servnce/New Ilnstmment of Service. 

20.6 IE.cess .lpenditure without re-appropriation of foind 

· As per Jovisions of Annexure 'A' to the note 3 under rule 66 of 

the General Fin~ncial Rules, it is. an important part of the function of the 

Accounts Officds to ~~~ that no payment is made in excess of the budget 

allotme111t undler I any sub-head! or primary umit of appropriation. In cases 

where tlhe existing provision,'i'S not sufficient to cover d11e payment, PAO 

can make paymJnt only on receipt of an assurance in writing from the Head! 

of the Depart~ent controlling the grant so that necessary funds to 

accommodlate thle expenditure will be provided! by issue of re-appropriation 

ordlers etc. 

Scrutiny of headlwise appropriation accounts revealed!· that the 
. . . 

Ministry incurred excess expenditure of Rs 12. 5 ~ crore against the 
. I . . 

approved provision of Rs 21.50 crore in Revenue (voted) section umier the 

sub-lhead "Ot~e1 Ho~sing - Maintenance and Repairs" bel~w Major Head 

'2216 - Housmg'. Smee the PAO released tlhe payment m excess of the 

provision, it is sJggestive of deficient internal control. . 

20. 7 Rush of LneodilUire durhto the mOnlh or March 
. I ~- " .. 

Despite peing pointed out in Appendix IlX to para ID. 7 of the 

Report of the C&AG of Ilndia for the year ended! 31 March 1996 - No. I of 

1997, expendituJe ranging from 51 to 97 per cent of the total expenditure 

in 4 out of B rJajor heads were incurred ilil th.e month of March 1997 as 

per details given below : 

, r ·-

"'i', 
I 
I 

I 
I 
I_ 

\ 
• I 

' 
'I 

i 
I 

:'-• 



-i ' 

. - . . . -
·---·-'·· -

·•.-.. -

· l::~~l!!!i:!:::::::1: 3475 - Odner General Ecornomie Services · 

1!1!1:~!111!!:::::::;:::. 4217- Capital outlay 011 Urbain Developmeflt 

]8.72 

srno.oo 

rl 7601 - ~::mm~nts ~;~~:;) . to State · 
419.10 -Since more d1a1t11 50 per cent of total expenditure on grants, loans 

and! investments .. were released o.nly in the month of March 1·997 to various 

organisatio1t11s, it was .1t11ot possible to conclude whetlhier these llmds were 

utilised duri1t11g tlhie year for tlhie purpose for which these were authorised. 

Under tlhie following sub-:lheads .there were large scale saving ra1t11ging 

from 28 to 100 per cent of the p~ovision. 

TabBe 20.8~ Savfiimg Ul!llllder vari(!)us §clhemes/ Sllllb-lhle3llds 

(Rtu!Jllleies 81m crnrte) 

27.80 

Mega.City. 23.00 
(28 %) . 
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Comparison of taxes assigned to states with Budget Estimates 
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(JRefoirs to- Paragiraph 2.5) 
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Note: Figures in brackets are percentages to GDP at current market price. 
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(Refers to Paragraph 4.1) 
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1-t:i994-~s;~ n'>· .,~ .,,~~ 

1A>',}'""'94~h 

:IJµlill 

1984-.$5 ~ 
i9S3-S4 ~ 
&1982--&~ ~1 

~~~ 
1:919-Sq ) 

• .. ,l~ .... PEAtR 

(Refers to Paragraph 5.2) 

IoternaJ f ExtefoifJFf·· Small Savings, ~ Otheti ., .. , 

debt i,2" 11~ PFs ~"'" ~ 
27233 
22179 
19168 
15587 
13542 
11317 
9814 
8273 
6912 
5510 
4763 
3919 
3101 
2499 
2020 
1635 
1369 
1071 
887 
692 
643 

~:. ~ 
~: 

~ =] 
t ··~> 

27101 
22531 
20313 
16936 
13436 
12083 
9413 
7573 
5801 
4490 
3489 
2869 
2153 
1733 
1455 
] 182 
901 
822 
646 
553 
426 

/ .... ,:,~if ttit~i 
,55$\ ~ 

20$ 
207 
1$~ 
.fafo .. ,;:< 

1c)~ ·.:: 
'"' 8~ ~ -~~ ~' 

~!· 
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59478 
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26596 
21498 
17757 
14278 
11251 
9246 
7512 
5974 
4795 
3938 
3195 
2604 
1829 
1829 
1521 
1374 

t lntmst 
f Receipt '· 

::*:· 

lit ·~1~i~ ~-~::\1 

I 15806 : i 
: }5()78 ·· <i 

::=.::. ' ..: 

t
. 3963 
"' 2668 
.J 2852 
) <i, 2215 
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1369 
1427 

;~1~:;,:;:.',.:1:i~1, .• 
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Intt. Payment as ii lrtft. payment :.s~·· 

' - - ' 

%age of total tax t %~ge bf Gl>J> 
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51.61 
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54.05 
45.31 
42.72 
40.22 
37.22 
34.22 
32.08 
30.15 
28.02 
26.89 
24.55 
23.80 
21.57 
21.41 
19.91 
18.65 
18.61 
18.06 
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(Refers to Paragraph 5.2) 
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(Refers to Paragraph 5.4) 

Contd=> 
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Does not include outstancling utilisation certificates in respect of Banking Division 
PAO, ERIS and Banking. ! 
* 
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* Excludes Reserve Bank of India 
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(Refeirs to Paragraph 7.2.1) 
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(Refers 11:o Paragraph 7.3) 
(R1lRpees i1111 croire) 
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(Refers to Paragiraplb. 8.1) 
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! (Refers to Paragraph 9.10) 
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(Refers to Paragraph 10.4.2) 
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(Refoirs to Paura1graphs rn.5.1 ~nd 10.5.2) 
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Appendix XVII 
(Refers to Paragraph 13.4) 

Surrender of funds 
Instances of cases where the amotmt greater than 20 per cent of the savings and 
Rs oime crore lllot surrendered! : 

192 



193 

- I 

I 
I 

I 
I 

.I 
I 



APPEND:llX xvm 
(Relfell"s tl!li Pairagiraph 13.5) 

Major vairiatiolllls inn recoveries 

Detains l!lif maijor varfimtfolllls beltweeilll llnnidlgeteidl Irecoveries aillldl act\Ulails ad!jll!lsted nHll 
re<lluctioilll l!)f expelllldituiure · 

.Ru ees ilIB crrnre 
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Appelllldnx-XIX 
(Refers to Paragraph 14.1.1) 
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Number allll ~ature' ~G~t r 
30 - Repayment of Debt 

, 44- Police 
:;··4·5··~··o!h&.:Exi>eficiiiUie .. oftlie········· 
& Ministry of HotJ:!~ Affairs 
i 49 - Department of Culture 

. 
56 - Broadcasting Services 

63 - Ministry ofijon
Conventional J.?:nergy Sources 

;.:-};~:~ 

Sub-head 

National Malaria Eradication 

.?r9.&:~~--··· ············· ················--······ ···············'"····· · ········ 
Trachoma and Blindness Control 
Programm~ 
Activitjes ~tlie.a:dq1.1arters 
Intelligenc~.~uteau 

d ... !1'.l~~r.:§~.~!~.~?1!~.!.Y~E~.~-~~-~--$.~~~~~-v····· .. ····· 
Jti Other Expenditure 
~~~~~ 
imir: c . . ·.·. dAn. . WM entenanesan mversanes 
.;.~;.~~~ t :-::::::::::: 

"'\lllLCelebratmns · 
@~ National Archives oflndia 

'l!lilll! Integrated Child Development Services 
%.1 ........................................ ,.> ••.•.•••.••••••.•••.••.....•...•...•••••• .• ••••.••.•.•.••••••• 

rnrnii@lf, Assistance to Voluntary Organisations 
@%~[\!::'.: for Hostels for Working Women 

ml@ Grants-in-aid to Central Social Welfare 
~1;jjj[.j!~ Board for itsheadquarters, field . 
'h!!!!~ organJsations and assistance to 

rn~ voluntary organisations 
j!!~ EquipmentRenewal and Replacement 
:~~~ 

Ministry ofN()n Conventional Ep.ergy 
""" Sources · · '.{{-:.r,-:. 

AmQ!)~t g££tp~~ 
saving ~qjf:;1!le 
sub~headHJter 

re-appropriauon 
569.93 .:: 

"'"V'.-:'~27.9:~:t:~i~:;;:~:~1c·•: 
.... Jl>.''!~&.~~§~:~:r=::;::::;:: :~18::·'. .... , 

'"' 50ii~·:'·:,:r; .. , 
:::::·:::::·:· 

59.14.:::; .:; .. 

63 .6i:; ''\:.: 
• •• • •••••••••475~go ~·~~VM 

~ ::~ire 
72.21 

87.41 .·.·. 

192.58 

487.00 
<: 

& ~--~; ::::11·:::::111;,•::=:;,,;·~- -
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Amortisation 

Appropriation 

Appropriation 
Bill 

·Appropriation 
Act 

Appropriation 
Accounts 

·Buqgeted 
Recoveries 
Actual. 
Recoveries 

Book of 
Demand for 
·Grants 

Appendix XXl -

GLOSSARY 

The retirement of debt by serial payments -of principal and interest, 
usually over ja period oftime. 

Appropriation means assignment to meet specified expenditure, of funds 
included in J primary unit of appropriation 

As soon as ~ay be a:fter the grants under article 113 have been made by 
I - ' ... , -- .. 

the House of Jhe people there shall be introduced a bill to provide for the 
appropriatiopn out of the Consolidated fund of India of all money 
required to meet (a) the grants so made by the House of People {b) the 

_expenditure bharged upon Consolidated fund of India but not exceeding 
I - . -

in any case the amount shown in the statement previously laid before the 

Parliament. I . . . . . . . 

When a:ppropnat10n bill has been passed by _the-· Parha,!Jl_ent 1t shall be 
presented to the President and he assents to1he Bill after that it becomes 
act. 

Appropriation Accounts present the total amount of funds ( origi11~l . and 
supplementafy),authorised by the Parliament in the budget grants ~nder 
each Voted 1and charged appropriation vis-a-vis the actual expenditure 

. ii:itlirred agJinst each and the savings or excess under each grant of 
-.. appropriatio~. - Any expenditure m excess of the grants required 

regularisatioh by the Parliament. 

!he ~emand] for g~ants .a:e for. the Gross amount of Expen~iture i.e. 
I .. ·nclus1~e of r]e~ov_ enes ans1hg from use of stores etc. p:~cured m past or 
expenditure transferred to other department or Mm1stry are called 
budged recoreries. And recoveries actually made there against during 
the financial year (in excess or short) is termed as recoveries adjusted. 

Demand for] grants . shall be, for gross amount of expenidture to be 
incurred and shall show recoveries to be taken in reduction of 
expenditure ~eparately by way of foot notes, presented to Parliament at 

1. 
two levels. The main Demands for Grants are presented by the Ministry 
of Finance ~longwith the Annual Financial statement. The detailed 
Demand for Grants are laid on the table of Lok Sabha by the concerned 
~n~stries a] few .days in advance of the discussion of respective 
Mirustry' s demand m that House. · . 

As the "demJnds for grants are for gross expenditure and the Annual 
Financial Stdtement gives the net amount to be expended under each 
head, the tofal of the two should be reconciled after adjustment of the 

I . 

recoveries taken in accounts in reduction of gross expenditure. 
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II' 

Book of 
Supplementary 
Grant 

Cons.olidated 
Fund of: 
India(CFI) 

Coritihgency 
Furid of,India 

Capital and 
Revenue Section 

Charged 
Appropriation 

Voted Grants 

Debt seI¥ice 

j•. r· 

External Debt 

Excess Grant 

I I II 

/ 

If. the. amount authorised by any law made in accmdance with the 
provisions. of article 114 to be expendect for a particular service for the 
current financial year is found to be insufficient for the purpose of that 
year or when a need has arisen during the current financial year for the 
supplenientacy or additional e~penditure upon some 'new service' not 
contemplated in the original budget for that year, Government is to 
obtained supplementary grants. or appropriations in· accordance with the 
provision of Article 115(1) of the Constitution. ' 

The fund constituted under Article 266(1) of the Constitution of India 
into which all receipts, revenues and loans flow. All expenditure from 
the CFI is by appropriation voted or charged. It consists of two main 
divisions namely Revenuy Account ·(Revenue Receipts and Revenue 
Expenditure) a:nd Capital Account (Public Debt and Loans etc.). See 
also Public Account. 

Parliament may by law estaplish a contingency fund in the. nature of an 
imprest to be entitled· "The Contingency fund. of India" into which shall 
be paid fr()m tirl1e to time s~ch sums as may be determined by such law, 
and the said fund··shaU .be replaced at the disposal· of the President to 
enable advances to be made by.him out of such fund for the purpose of 
meeting unforeseen expenditure pending authorisation of such 
expenditure by Parliament by law under article 115 or artiele 116. 

Capital section contains the provisions' for expenditlire which generally 
met from receipt of a capital; 'debt, deposit, or banking character as 
distinguished fr.om• : the-· Revenue Section,· Expenditure . under which · 
derived from taxes, duties, fees; firies artd similar items of current income 
including extra. ordinary receipts. · It is open to Government to meet 
Capital expenditure from ordinary revenues provided there a:re sufficient ' . 

revenue resources to cover this liability .. 

Sums required to meet expenditure 'Charged' on Consolidated fund 
under Article 112(3) of the. Constitution is called charged Appropriation. 

Sums required to meet other expenidture for which vote of Parliament is 
required under article. 113(2).ofthe Constitution is called voted grant. 

Paymems to creditor(s) of matured principal and of interest. It usually 
includes service charges, etc: 

Debt contracted by the Government from abroad, . mostly in foreign 
. currency and also mostly from_ World Bank(IBRD, IDA, etc.). See para 
7 for a more comprehensive definition covering Country's External Debt. 

In cases · where . expenditur~ m individual 'segment' · of 
grant/appropriation, . i.e. · Revenue. (Charged) Revenue (voted), 
Capital(Charged) :and Capital(Voted), exceeds the authorisation as such 
the grant/appropriation is termed as excess grant. 
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·. FiscalDeficit · 

Internal Debt 

Major !;lead 

Minor Head 

Monetised 
Deficit 

New Service 

Original Grant 

Public Accounts . 

Public Debt( of 
India) 

Reappropriation 

Saving 

Stock 

Surrender of 
Saving 

· . Excess .of o
1
apital and Revenue Expenditure over Revenue.Receipts and · 

recovenes or Loans and Advances. 

internal De~t coniptjses of ;egular loans from the public in India, also 
·-- .' .I.'.. . .. : ;. . , - . ·. 

termed 'Debt raised in India'. It is confined to loans credited the 
. I •... 

Consolidateo Fund. 

The main uiii, of classiflcation in .account is known .as Major Head. A 
four digit dode has been allotted to the Major Head, the first digit 
indic;ating +hether the major head is a .receipt 'head .• or. Revenue 
.exp~nditure ihead or Capital .expenditure head or Loan head. . 

- Three digit dode ha~ been allotted to the Minor Head starting from "00 l" 
under each lsub Major head/Major head (where there is no sub major 

.head). I · . . ·. . 

Net RBI creCiit to Government oflndia. •• 

Government has. prescribed certain financial limits for different categories 
of ~xpendirure · · beyond which the expenditure constitute "new 

. service/new instrument of service". 

. . · The amounJ provided for the sanctioned budget for any service in a 
financial yea~ is called· original grant or appropriation. · 

.:-~:·..;-<All moneys bther than tho_se included in the Cons~lidated Fund; received 
by or on bbhalf of Goyernment of India are credited to the Public 
Account ofj.Ip.dia •[Article 266(2) of the Constitution of India]. It 
includes traq.sactions relating to 'debt' other than those included in the 
ConsoHdated Fund.of India. Public Account transactions are not subject 
to vote/apprfpriationbyt~rliament and the balances are carried forward. 

Borrowing by the Government oflndia internally as well as externally: 

I . .. 

Means the transter of funds from one Primary unit of appropriation to · 
another sud~ unit. 

When expenkiture fall short of budget provision it results into saving. -

A.· form of I Government security held as stock certificate - and not 
transferable by endorsement and delivery but by executing a transfer· deed 
i;i.nd by regisfering the transfer in the books of the Public Debt Office. 

Department ]of the .Central Governme~t shall surrender to the Finance 
Ministry, byfore the close of the finan~ial year, all the anticipated savings 
noticed in thb grants· or appropriations controlled by them. The Finance 

I ... 

Ministry sha!ll communicate the acceptance of such surrenders as are 
accepted by jthem to th,e Audit Officer ~nd/o: the Accounts Officer, as 
the case may be, before the close ofthe-Fmanctal year. 
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·.Treasury Bins 

·,-\-

• r '" .~ •Pf~ • • - • •f • , , ·, 

/ 

A form of security by which Government borrows money for . short 
periods; say 91 days, but of late even upto 3 64 ·days; These are issued to 
Reserve Bank of India, Ad hoc Treasury Bills are without ·specified 
maturity and resorted to when prescribed limits are exceeded. 
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