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Thjs Report for the year ended March 1997 has been prepared for 

submjssion to the President under Article 151 of the Constitution. 

The Report includes matters arising from test audit of the Finance 

Accounts and the Appropriation Accounts of the Union Government for 

the year ended 31 March 1997. Part I of the Report includes observations 

on the Finance Accounts and Part II covers the observations on the 

Appropriation Accounts. The observations arising from the audit of 

various financial transactions as well as performance audit of the Civil 

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

Separate Reports are also issued for Union Government Other 

Autonomous Bodies (No.4), Scientific Departments (No.5), Post and 

Telecommurucations (No.6), Mnistry of Defence-Army and Ordinance 

Factories (No.7), Ajr Force and Navy (No.8), Railways (No.9), Receipts of 

the Union Government-Indirect Taxes-Customs (No.10), Central Excise 

(No.11) and Direct Taxes (No.12). 
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Accounts (1996-97) at a glance 
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Revenue Receipts -~ 

. In ·:ab$0.lute:Jerm,s., .tb~ .. gi:Qs~ Jl~Yt-n~~ R~ceipts qfRs 207234 crpre JVyr~,.µp l>.¥:'.ils·~773~9 

&b:, £~~~1tf~i:~+/c~ ~ftJ~~ro~tZ~nRf.:"tv:~~:ctioo ~s 1~'~:t11~1i; 
•> The'gfoss Revenue R~ceipts cqnsisted of/fax.Revenue of Rs 128762:: crqf~.':~4, .N9.n/t4! 
. ,... Revenue.of.Rs. 7841.2:;·,cror~. . . . ···· ··..:·:······::{::::-::·· ·-.:!.!iii::·;:, ... :.:.:·· 

t { ... ~::~.~f ii:1~!:5t~f~ir;& T~x ~evenue of Rs 38895 er~~ ~?~Jla;tf 
:~t~'.::: : ·:::::::-· ·. . .. 

··· r 'Of 'the gross · Dlfecf:::Tax:'.Revenue>Rs h 8567 crore cam~ from C.<J.rpor*ti~ii·=.!1'~~ ..... Rs 
JS~34 .cror~ ... fro].Jl. T~xes .. ;n Jgco~e other than Corpor~tion Ta~ anJ,·::-,R:~:::.[.J'.J:J~ . .'.'dr~te 
tiro 

..... m Inter.e..:::s:::t Ta·· x. .. · .... :.:. ... ... .. ··· .. :.:·.::: ... · .. :.·.:. :.::-•;::.:,:.:,:, ..... ,,.:.::,:····:.:,:;::.. ..:.:.:,;::._ .:::.::-:::::::::.· ··=:··· :;. 
::::::·:.;.· 

• ··· 6f the ·· t~ta{ c0Ii&,tibh· of:.Ihdif~ct'Tax~s, Rs 4 2851 crore· was ··· contri6Jt~~r·':tjyj)C~~jo4\s 
dtity, Rs 45008 .crortwas:. ooliecte4 --.as Union Excise <luty :and .R s 1QS.9. .qf:pr~;\!~!:~I Kr9:tB \ 
S~ryice:Ta~. . .,, ·: . . .,. . .. ,.. . }t ... :f\: ::::,•:\::::: .: .. :, .. 

• . Of the . gross collecl:ion ·of Rs ! 8234 crore from Taxes on Incoqie .··· qthef:i{thi.h 
··. C~rpof~tioh T~~,.. R]•' i35'16 ct~re''was assigned to the States, while ·Rs :21 s4'~:,,,6r4[e''hhJ· 
·· ofthe ·gros¥co1l~qWofUnioo:': Excise .duties were assigned to t hem,; . ':: .,. 

• ... CgUectipn qf th~Jnf!ir~t.:•ta~~s dropped from 8 per cent of GDP in 199.2.~9?.·;to I 4 p~r 
c~nt inJ 99~-97. " . .. · =· ''" ·:: 

. _.:·· Ul)io~ ''Ex~i~~ Jiity W~nt ~P bJ.!:46 'f;er cenf in 1996-97 over'1992-93 whU(}icu§lom.s•··ddtY 
. : we~t up :by .. 80.2· per· .. ~ent· over the same period. Over the two ·decades-·:·:J Q7~~Ui9.7 ·.the 

:i C~$tonis ... dllty as p~cen:tage of the. .Gr:>:e increased from 1.83 to 336 wbile .the_.Cen~i,il 

. ·• •. ~~·:1•~'1:~!~lst~t.it~ ~~~),er ~t ~f GDP ili 19§2_9;. ~~15;::;:1~ 
.;:· .· .. 

•: 1996-97; ·.,:. .) :·· .. :{;): ·:t'::it: .<-.:. .. 

The aotual ~ollection of both D.ir~t .and lndi.rect Taxes was significantii '. lQ~~·~ 'tfi~ .·t~e 
estimat~s. ··. . . . . . •: \ \:; : :\ ,::: '\{::r r:::::·::.. 

· Th~ ret~ipt ~o~ :dis;.iiivestnient of the Government's shareholding itl'Publfo S~~tdt.J:Iiti,!1$ 
wds' utiitornµy negligible With. reference t o the· estimated reCt!ipts duriJ.g f993~g1, . .i2Q§zR§. 
and 199p-97.; D,uring .l996-97, the ~ctual receipt on aCGount of this wk only ~-.380·g;~f~ 

. ~g~nst .. the estirriate of Rs 5 ooo 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 27 111 l crore in 1996-97 from Rs 170999 r· 

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 greatr.r 

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 4.42 

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 p er cent. This was 

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

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

Interest payments 

~Ji,1;~g;ei~:,:i~~~:i~ .~;:~~;~;~~:~1~~t~~~~;: 
·===:. t:~x.pb,riQ1!ijr&)Ari · t9.QpjQ7'. It constituted 26 per cent oCt0.fal "'Re\ieriu¢-\EXperiditiii::6 and 

.·· ~bsot~~!:i!'6:fper ~'i,.jJ of the net' Tax Revenu .. e. The groWtb of 91 p~t? c;enl i,t.1· )ti~re;t 

,~tfji#,:r:jJiY~:~;·~{':~~t~p~.i~ 1ihe growth· ~·~overa11 lt~•1~ 

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 11 98 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 fo rm of securities and dividend paid 

by the banks on the investment by the Government. Another fo rm 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. 

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 3 7919 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 conve11ed into securities (Rs 71000 crore). 

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

from 14.76 per cent in 1992-93 to 18.80 per cent in 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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market loans of Rs 19093 crore raised exceeded the estimates of Rs 3700 crore by Rs 

15 3 93 crore. 

• Unutilised committed external assistance stood at Rs 44771 crore at the end of March 

1997. The Union Government paid commitment charges of Rs 93 . 77 crore on unutilised 

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

• The pressure of repayment of the principal and payment of interest on the market loans 

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

since 1994-95 into an application rather than a resource during 1996-97. In order to 

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

interest, Government will be compelled 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) 

Savings 

Rs 208487.68 crore 

• The silving ofRs .. 44231.22 crore constituted 10. 5 I per cent of the total"au.~hor:isation: It 
was· six times the· supplementary grant/appropriation of Rs 7326.86.· crore. Exclud}pg 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 ~ases of 21 "gr~nts and four ·appropriations, savings of Rs 9360.63 ·'·cf.bre "and Rs 
32869.98 crore respectively were jn excess of Rs 100 crore. 
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• . 'tqif:ge• .savfogs"'•'Q.9,qurfed }fo 4~eJopmenta1 areas. Some of the'' maJ6f::~:s~Vffi'.g;:•:.!~r¢.:rm.:=:•tiM' 
Mini8tfj.es of ~gri~ulture (Rs''631 crore); Chemicals and Fertilisers (Rs 442 crqg~)/Rt.u:al 
Are~,§ and Emplqyment (Rs 8J7:crore), Industry (Rs 285 crore) arid WaterResqpf~·s (Rs, 

j-~~!~!;:~~ilt~~~nf:t~z~~ ~;:~ ·~~!m~-~ 
• in; 33, ca,ses invqJv!rig 28 .grants' and one appropriation, savings of Ri 'I-?42. 76. 9f.:()fg ·and :Rs 

. , JJl~~i~~ita;~r~~~;;~P~J~~t9~~=~!~~t~r:1s1ri~~~ijist£§~t 

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 regulari sation in terms of Article 115 
( 1 )(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. 

Cha_rged expenditure . . ....... . 
• Th.etc:;h~ged :exp~µditure of.q~yil ministrie$ constihlted between 66 aqd 74 p?p.'§&fflof tl}e-

,., to.ja:H~*p·er)ditur~:'P:.uting · 19Q2~97. ..,, ·.,,. ,.:. =·, .. . :.:::•:= ,,,,:,::,,:::::rn::•:::i::1::::t:+ •• :.;::,:;.:,::,; 

•· Th~]::seope of th~(financial . c8ntro1 gets lltrtited to a relatively sm~U' ,,pbrti$.dMg~!:•t'.Qe ·'t6fal 
expenditure because charged expenditure is not subject to vote by P:attiam~nt ::::•::::::::•::::::;:-:.- · '' 

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. 

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

Department of Culture,, UT. 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. 

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 
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1.1 Structure of Government Accounts 

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

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

which was a single account for the whole of India. All the financial 

transactions of the erstwhile provincial Governments were effected through 

the central balance and their first effective record was their classification by 

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

Government was only a subsidiary account, and the balance of each 

provincial Government was only an account balance which was worked out 

by the AG. 

Consequent on the coming into force of the Government of India 

Act, 1935, the balances of the provincial Government were, with effect 

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

Government and a separate Public Account was set up for each 

Government, into which all moneys received by a Government, whether on 

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

all disbursements on behalf of that Government were made. 

With the adoption of the Constitution, this single Public Account 

was divided into three separate parts in which the transactions of the Union 

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

Consolidated Fund, (ii) Contingency Fund and (iii) Public Account. 

(i) Consolidated Fund 

All revenues received by the Union Government, all loans raised by 

issue of treasury bills, of the internal and external loans and all moneys 

received by the Government in repayment of loans shall form one 

consolidated fund entitled "The Consolidated Fund of India" established 

under Article 266(1) 

(ii) Contingency Fund 

Contingency Fund of India established under Article 267(1) of the 

Constitution is in the nature of an imprest placed at the disposal of the 

President to enable him to make advances to meet urgent unforeseen 



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 authorisation 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 

Ru ees in crore 

2402 
316391 
354133 

(-)37742 
107671 
71157 
36514 

1174 

1919·:0:;; 
227238 · .. 
242709.·: 

(-)1-5471, ': : 
72827 }: 

·.··.; 

57895. :: 

14932/: 
13~()/F 

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. 

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

the connected Appropriation Bill is passed by the Parliament and assented 

to by the President of India. Also, Sections 2 and 3 of the Appropriation 

Act provide as under : 

'From out of the Consolidated Fund oflndia, there may be paid and 

applied sums not exceeding those specified in column 3 of the Schedule 

amounting in the aggregate towards· defraying the several charges which 

will come in course of payment during the financial year in respect of the 

services specified in column 2 of the Schedule. 

The sums 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 purposes expressed in the Schedule in relation to the said 

year' . 

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

withdrawal during each year exceeded the amount available in Consolidated 

Fund of India. Public Account of India, comprising money which does not 

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

extent the balances in the Public Accounts are used for disbursements from 

the Consolidated Fund of India, it constituted a borrowing by the 

Government. 

1.2 Annual Accounts 

The accounts of the Union Government are prepared in six volumes, 

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

Government and Appropriation Accounts relating to Civil Ministries, Postal 

Services, Telecommunications, Defence Services and Railways. The 

Finance Accounts present the details of all the transactions pertaining to 

both receipts and expenditure under appropriate classification in the 

Government accounts. The Appropriation Accounts on the other hand, 

present the details of amounts actually spent by Government vis-a-vis the 

amounts authorised by the Parliament in the budget grants. Any 

expenditure in excess of the grants requires regularisation by the 

Parliament. 

3 



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 audited 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 Audjt Reports on the accounts of the Union for the year 

ended March 1997 are structured as follows: 

t~~li~ll~~Rliliitm1 Union Government : Other Autonomous Bodies 

:~\1ilil\tl1!j1ll~~ll§~~!)j1[ ·Union Government : Post & Telecommunications = 

l[{:JJ!li!!l~if=J~~;:;,,,,,,,,,,,,ti:fil Union Government : Defence Services( Army & Ordnance Factori.ys) 

m:::ml~!iitl1:~,~::l[lf:!1,ii1)l1l Union Government : Defence Services (Air Force & Navy) 

~~i!:l!jj~i~~[j]~!~\tl~i~f~\ Union Government : Rrulways 
Un1on Government : Indirect Taxes (Customs) . . ·.· 

Union Government : Indirect Taxes (Central Excise) 

.. Union Government : Direct Taxes 

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 detail s of receipt and disbursement from all three 

parts of Government accounts viz. the Consolidated Fund, the Public 

4 
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Account and the Contingency Fund. They comprise the accounts of the 

Union Government as a whole, incorporating transactions of Civil 

Ministries, Defence, Posts, Telecommunications and Railways. They 

represent the accounts of receipts and outgoings from the Consolidated 

Fund of India and the Public Account along with the accounts of public 

debt and other liabilities as recorded in the accounts. 

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

Summarised Statements and Part II containing Detailed Accounts and other 

statements. Apart from the summary of all the transactions in the 

Government Account, the Finance Accounts contain the following 

statements: 

(a) Summary of debt position 

(b) Loans and advances by Union Government 

( c) Guarantees given by the Union Government 

( d) Summary of balances 

These are supported by detailed statements of revenue receipts, 

capital receipts, revenue and capital expenditure, investments made by 

Government and detailed account of debt liabilities and other public 

account transactions as well as account of the Contingency Fund. 

1.5 Price trends and GDP growth 

As per the Reserve Bank of India' s Annual Report 1996-97, the 

annual inflation rate measured in terms of the wholesale price index for all 

commodities on the end of period basis moved up to 6.9 per cent in 1996-

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

declined to 6.4 per cent as compared to 7.8 per cent in 1995-96. There 

were a substantial differences in the rate of inflation between the whole sale 

price index and consumer price index both in 1995-96 and 1996-97. On an 

average basis the consumer price indices were 10 per cent and 9.4 per cent 

during 1995-96 and 1996-97 respectively. 

The trend of real growth of GDP along with sectoral composition for the 

last two decades was as under: 

5 



Table 1.5 : Real growth of GDP 

ees in crore 

It is pertinent to mention that growth of agriculture and allied sector 

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

which constituted an increase 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 

Industry sector (including manufacturing) was 238.8 per cent over the same 

period. 

1.6 . , Analysis 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 possible, 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 

accounts and detailed scrutiny in selected areas. 
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2.1 Receipts and disbursements 

2.1 : Receipts and disbursements 

The total receipts 

and disbursements 

of the Union 

Government during 

the last five years 

were as under : 

(Rupees in crore) 

.,;,'.~,~~~--~::i~~;~-
1::::~:lltl®i::;:: . il.~8:{18. .. / .... ::1:;:::1:;11~11~:::::ifil~1::::. . 54023 7 . . :::::::::~1~?:,:_;:,:,::::::::::Jii~: 314.~%1'':,' i!!ili~~ill~!l!iiii 
ili!i!~l~;tlt:i:i!: ~-~$571· 2 ~iii!!~lllll~!::::::i~ii, 4 7o939 .. :::::i:~::i:~lli~i:::::il:!ililiii .· 2 7o?$:g: .. ii:iiilii@iiiL, .......... , .. · .. · .. d->:·::t 
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Share of borrowed funds 
in the receipt of 
Consolidated Fund of 
India increased to 61.5 
per cent. 

2.1.1 Analysis of receipts 

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 total 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, small 

savings etc. Excluding the 91 days ad hoc treasury bills the gross receipts was 

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

2.1.2 Analysis of disbursement 

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

Government was utilised 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 per cent during 1996-97. Thus, nearly 

60 per cent of the total disbursement was fo r 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 

(Rupees in crore) 

• Tut~r~:~ndi~g f-:;;::;t~ Pl 

In 1976-77 the entire debt 
raised was used for capital 
formation purposes, which 
slipped to 64 per cent by 
1996-97. 

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 191Q.5 per cent. At the same time, 

the total progressive capital formation expenditure and lending of the Union 

Government increased by 1077.3 per cent only over the same period. 

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

capital expenditure (capital + loan) was 109. 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 at historical cost 
8 
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All deficits outstripped 
Budget Estimates. 

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

and advances) constituted only 64 per cent of the total debt outstanding as on 

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

deficit which deteriorated from a surplus of Rs 280 crore in 1976-77 to a 

deficit of Rs 32654 crore in 1996-97. However, the total progressive capital 

expenditure are net of expenditure met from recoveries/revenues and various 

reserve and development funds . 

During 1996-97, the internal borrowings increased to Rs 62 1437 crore 

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

increased from Rs 51249 crore to Rs 54239 crore. The total debt burden of the 

Union Government at the end of the year L 995-96 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, the total debt burden will be Rs 770513 crore, which is 60 

per cent of GDP* at the current market rate. 

It is noteworthy that all the deficits viz. fi scal, revenue and budgetary 

exceeded the Budget Estimates for 1996-97 as evidenced by the table given 

below : 

Table 2.2(ii): Comparison of deficit with Budget Estimates 

(Rupees in crore) 

• 
Budget Estimates 

31475 

62266 

6578 • 
Increase over the.!!¥·:? I 

1179 

4467 

6606 

Measures taken to control the deficits were not successful in limiting 

them to budgeted figures. 

2.3 Impact of debt on sectoral spending 

The increasing burden of servicing of debt and other liabilities, claimed 

more than the entire revenue receipts of Union Government and constituted 57 

per cent of the total disbursement. The compulsion to service debt while 

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

decelerated or in some cases contracted, as discussed in Chapter IV . 

• Quick Estimates : Rs 1276974 crore 
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2.4 Reporting parameters 

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 figures 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. 

2.5 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 recei1>t dropped 
from 17 .11 per cent to 
16.23 per cent of GDP 
over the last five years. 

3.1 Revenue receipts 

Revenue receipts 

consist of tax revenue, 

non-tax revenue and 

others. Tax revenue 

comprises 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 compnses 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 following : 

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. 
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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 2079 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 ). 

3.2.1 Tax revenue 

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

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

128762 

ii .i~i'.4 \ .... 
··········92291 .. 

.75742 
74639 

Table 3.2.1 : Growth of tax revenue 

(Rupees in crore) 

••... \ :~~~~ .. 

62.13 

61..84 

59.45 

59.46 

62.05 

62,54 

62.49 

Tax revenue slipped 
from 10.62 per cent to 
10.08 per cent of GDP 
over the last five years. 

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 
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I 
Share of indirect ta,~es in 
total tax revenue 
declined. 

The share of tax revenue as percentage of GDP increased from 

9. 73 per cent in 1976-77 to 11.21 per cent in 1986-87, 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, 11 and 12 of 1998 on Revenue Receipts. 

3.2.2 Direct and indirect taxes 

75000 ----------:-:==- -="""91!'.or----t 
!s5000 -.,~--------:...mF--------­e 
u E55000 - _., ______ ~-----------1 

g_ 45000 - ------- --------

35000 ------~597 

25000 -t8t42---2029.ll 

15000 

33895 

1992-93 1993-94 1994-95 1995-96 1996·97 
~irect 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 

• 30.2 1 
30.18 
29.22 
26.80 
24.31 

(Rupees in crore) 

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

by 114 per cent from Rs 18142 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 

24.3 1 per cent in 1992-93 to 30.2 1 per cent in 1996-97, while the share of 

indirect taxes declined from 75 .69 per cent to-69. 79 per cent. 

13 



Collection both direct 
and indirect taxes fell 
short of the estimates. 

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

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) 
~~~~~~~~~~~~~~~~~~~~ 

'Budge_t Actual 

Estimates 
3888J -38895 

-·-·92928 -- 89867 

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 

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 

taxes relating to succession to prope11y other than agricultural land, estate 

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

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

etc.), Article 270 (taxes on income other than agricultural income) and 

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

India. 

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

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

Table 3.2.3(iii) : Transfer to States 

T1·ansfer/assignment to States 
under A rticle 

93684 
81923 
67440 
53444 
54056 

Net revenue 
receipts of 

Union 
Government 

17 
16 
16 
17.5 
17 

The assignment/transfer of taxes and duties collected by the Union 

Government during 1996-97 with reference to the budget provision was as 

under : 

Table 3.2.3(iv) : Comparison of taxes assigned to States with Budget Estimates 

* Derived from the Finance Accounts 
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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 

Customs 

-42851 

37757 
26789 
22193 

23776 

11475 

1554 

Excise 

45008 

40187 

37347 

31697 

30832 

14470 

4221 

(Rupees in crore) 
Percentage share of 

manufacturing sector 
in GD.P ~ 

22.6 
::-:: 22.28 

·=··: 21 .00 

20.43 

. 19.97 

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 

union 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) 

- Customs duty - Excise duty ~ 

-
• 

42851 
37757 

26789 

22193 

23776 

16 

45008 

40 187 

37347 

31697 

30832 



Customs duty grew at a 
much faster rate than 
the union excise duties. 

Non-tax revenues as 
percentage of GDP has 
declined. 

The growth of customs duty during the five years since 

liberalisation of economy 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. The share of manufacturing sector in GDP increased from 20 

per cent in l 9Q2-93 to 22.6 p er cent in 1996-97. 

It is interesting to note that the collection charges of excise duty 

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

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

receipts. On the other hand, the co llection charges on customs duty 

increased by 125 per cent over the same period. 

Thus, in terms of percentage increase, the collect ion charges have 

far outstripped the growth in actual collection. 

3.3 Non-tax revenue 

The growth of non-tax revenue for the last two decades, including 

the last five years of the current decade was as under : 

-

Equipl/lent 

Table 3.3 : Growth of non-tax revenue 

Non tax 

revenue* 

78472 

6862 1 

62932 

51627 

45641 

19664 

4957 

(Rupees in crore) 

As % age of total 

revenue receipt 

37.86 

38.15 

40.54 

40.53 

37.95 

37.46 

37.50 

*Includes External Grant Assistance and . lid Alaterial and 

In absolute terms, the non-tax revenues increased fro m Rs 68621 

crore in 1995-96 to Rs 784 72 crore in 1996-97, which constituted an 

increase of 14.35 per cent over the previous year. As percentage of GDP it 

marginally decreased by 0. I percentage point over the previous year. 

The share of no n-tax revenue in total gross revenue receipt 

increased from 37.50 per ce111 in 1976-77 to 40.54 per cent in 1 S.94-95. 
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However, it declined to 37.86 per cent in 1996-97. As percentage of GDP 

it increased from 5.84 per cent in 1976-77 to 6.71 per cent in 1986-87. 

But it decreased to 6. 15 per 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 : 

Table 3.3.1 : Comparison of interest receipts, dividends and profits with 

non-tax revenue 

· Interest - Divi::::.t and 

22119 

18430 

15806 

15078 

12521 

6293 

5306 

8304 

2451 

2493 

(Rupees in crore) 

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 1996-97. 

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, Nationali sed Banks and IDBI were Rs 3938.39 

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

Reserve Bank oflndia transferred Rs 3938 crore to the Government 

account during 1996-97. Of this, Rs 243 8 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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Revenue 

Total ex(lenditure as 
percentage of GDP came 
down over last fi ve 
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 

(Rupees in crore) 

Grand ji'j!ii:;::::,::::l!j:i!i\:i!l'iii! 
total 

Loans and 
advances 

Plan B l 

170999 :1:1:111111111111-.1:11:-:1: 

124] 7 ,l/liJililiil/11~11~1~11111! 4 7224 1111:1:1~11~1111111: 
12932 ,::·:::·:,:::-:'.tllB~:'i:': 51119 :-::_:.~:11~~1:1::: 

~ ~~!~ :11
1

111111111111111111111111111 ;~:~~ ilillll1/lllilll~11lli 
Total expenditure of the Union Government increased from Rs 

240656 crore in 1995.96 to Rs 27 1111 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 199 5-96 to 2 1. 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 in revenue 
receipts did not match 
the increase in 
expenditure, 
necessitating more 
dependence on borrowed 
funds. 

The reduction in 
expenditure as 
percentage of GDP · was 
attributed largely due to 
reduction in capital 
ex1>enditure. 

Total deficit in 
Consolidated Fund of 
India increased to nearly 
18 times over last 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 receipts during the same 

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

expenditure increased by Rs l 00112 crore, the revenue receipts increased 

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

about Rs 13157 crore. 

The total expenditure of Union Government declined from an 

average of 26 per 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 17.76 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 sharply declined from 24.99 per 

c<!hl during 1987-92 to 19.88 per cent during 1992-97. 

Over the last two decades, since 1976-77 the position has been as 

under : 

Table 4.l(ii) : Receipt and expenditure in Consolidated Fund of India 
Ru ees in crore 

Tota(tf~ficit 

The total expenditure of the Union Government in the Consolidated 

Fund of India increased from Rs 17654 crore in 1976-77 to Rs 271111 

crore in 1996-97, which constituted an increase of 15. 3 6 times. On the 

other hand, the growth of total recei p~ 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 crore in 1996-97, which 

constituted an increase of 17. 96 times. 

As would be evident from analysis 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 various heads which, in turn, are grouped into sectors. 

The expenditure heads are grouped into General Services, Social Services 

and Economic Services. Specific 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 succeedi11g paragraphs. 

Table 4.2: Sectoral expenditure of Union Government 

(Rupees in crore) 

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 and Health 
as percentage of GDP 
declined over the last 
five years. 

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

In absolute terms, the expenditure on ·General Services increased 

from Rs 61366 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 

35.89 per cent in 1992-93 to 39.59 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 per cent in 1992-93 to 3. 70 per cent 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 .43 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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Transfers to Resenre 
Funds are far in excess 
of requirement of 
expenditure under them. 

4.3 Transfer to Reserve Funds 

Some part of the revenue of Government is set apart in a separate 

fund for specific objects like Sugar Development Fund, National Renewal 

Fund and other Welfare Reserve Funds. These amounts are withdrawn 

from the Consolidated Fund of India with the approval of Parliament and 

transferred to the reserve- funds for expenditure on specific objects. The 

last eleven year~ trend of a few Reserve Funds is given in Appendix III. 

It would be observed from the Appendix that the amount 

transferred by the Government to most of the Reserve 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 runnmg 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 ~overnments and 

others are also 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 226372 crore in 1996-97, which 

constituted an increase of 14 per cem 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. 

Plan 

Table 5.1 : Revenue expenditure 

-
II 

Tota] 

226372 
198302 
177699 
152317 
132794 

(Rupees in crore) 

I 

While the revenue expenditure as percentage of GDP decreased •· 

from 18.89 per cent to 17.73 per cent over the five years 1992-97, the 
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Ex1>enditure 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 l 724 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). 

90 
BO 

70 

60 

10 

0 

5.1.1 Distribution of total expenditu re 

Distribution of total expenditure (In percentage} 

1996-97 1986-87 191s.n 

I mRevenue • capital Formation O loans and Advances I 

The percentage share of 

each component of 

expenditure m total 

expenditure for the last 

two decades was as 

under: 

Table 5.1.1 : Distr ibution 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 decad~ 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 qipital formation decreased by 7.56 percentage point 

from 13.35 to 5.79 per 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 1976-77 to 16.31 per cent in 

1986-87 and further to 10. 71 per cent in 1996-97. 

Some important items of revenue expenditure are discussed in the 

succeeding paragraphs. 

5.2 Interest payments 

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 pet· cent in the revenue 

expenditure. 

The interest receipts and payments during 1992-93 and 1996-97 

were as under : 

22119 

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 4 223 crore on external debt, Rs 27101 crore on 

small savings, provident fund etc. and Rs 92 I crore on others. 

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

below graphically : 
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The interest payments 
have nearly doubled 
every five .years. 

Rise in average rate of 
interest has contributed 
to more rapid increase 
in interest payment. 

AJmost the entire 
borrowed funds are 
applied towards interest 
payment. 

Interest payment alone 
absorbs 63 per cent of 
net tax revenue. 

5.2.1 Rate of increase of interest payment on different accounts 

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

77 to 1996-97, the interes_t on internal debt increased to about 42 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 increase in the total interest payment is more prominent in 

absolute.terms after 1986-87. 

5.2.1.1 Increase in average interest rate 

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 1976-77 to 1996-97, the 

increase in interest payment by 43 times is mainly attributable to higher rate 

of interest 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 of borrowed funds i.e. fiscal 

deficit and interest payments since 1976-77 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 duties) . They constitute presently about 

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

Services (2.39 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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Grants to Statcs/UTs as 
percentage of revenue 
expenditure declined 
over the last five years. 

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

5.3 Grants-in-aid 
An important component of the revenue expenditure comprises of 

Grants-in-aid to States, Union Territo ries and others. The Grants-in-aid 

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

6106 
601-l 
2413 
3129 
3119 

Table 5.3 (i): Grants-in-aid to States and Union Territories 

(Rupees in crore) 

Grand 

• 
total 

I 
The grants to States and Union Territory Governments as 

percentage of revenue expenditure ranged between I 0 per cent and 14 per 

cent during the period 1992-93 and 1996-97. 

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

and non-Government institutions by the Union Government. Detailed 

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

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

Department. 

5.4 Utilisation certificates 
The certificate of utilisati on of grants are required to be submitted 

by the sanctioning authorities in the respective ministry or department to 

the Controller of Accounts. The pu rpose of furni shing the certificate is to 

ensure that grants had been properly utilised fo r the purpose for w hich they 

were sanctioned and where the grants released were conditional, the 

prescribed conditions had been ful fi lled . 

30072 utili sation certificates relating to Rs 3605 .35 crore in respect 

of grants released up to September 1995 fro m 28 Ministries/Departments 

were outstanding at the end of March 1997 as given in Appendix VI. It 

will be revealed from the Appendix that utilisation certificates w ere 

outstanding for up to 20 years. The MinistriesfDepartments of Info rmation 

and B roadcasting, Chemicals and Petrochemicals, Welfare, Law, Justice 

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

Tourism, Civil Supplies and Unio n Territory, Chandigarh did not furni sh 

the information about outstanding utili sati on cert ificates. 



Ex1>licit subsidies went 
up by 25.89 per cent over 
previous year. 

The Union budget provides for cash subsidies on certain items. In 

addition, there are various type of hidden subsidies which are not readily 

visible from the accounts. 

6.1 Explicit subsidies 

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

Table 6.1 : Expenditure on explicit subsidies 

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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Less interest charged 
from State Governments 
on loans against small 
savings meant a hidden 
subsidy of Rs 1477 crore. 

Major contributions to abrupt increase during 1996-97 were on 

account of subsidy to manufacturers for concessional sale of decontrolled 

fertilizers (Rs 1171.77 crore), interest subsidy (Rs 621.43 crore) besides 

increase of Rs 688.69 crore on food subsidy and Rs 443 crore on 

indigenous fertilizers. As percentage of total revenue expenditure, the 

explicit subsidies declined from 8.6 per cent in 1992-93 to 7.2 per cent in 

1996-97 and as percentage of total expenditure these decreased from 6. 7 

per ...cent in 1992-93 to 6 per cent in 1996-97. 

Out of the total subsidies, as much as 53 per cent were on 

fertilizers. It is noteworthy that subsidies on food and imported fertilizers 

has been consistently increasing over the period. The subsidy on imported 

fertilizer during 1996-97 exceeded the Budget Estimates for 1996-97 by 33 

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

against the Budget Estimates of Rs 1648 crore. 

6.2 Implicit subsidies 

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

the Union Government is also bearing expenditure which are in the nature 

of implicit subsidies, some of which are interest or credit subsidy, tax 

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

analysed below : 

6.2.1 Loans to State Government against small savings collection 

In terms of the recommendations of the Finance Commission, 75 

per cent of the net collection under small savings is transferred to States as 

loan. State Governments pay interest to the Union Government on the 75 

per cent of the loan 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 subscribers on the 

gross collection ( 100 per cent). 

The following table shows interest received from State 

Governments and that which Union Government paid to the subscriber. 
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Table 6.2.1 : Implicit subsidies to State Governments on small savings Joan 
Ru ees in crore 

••lll~i1~~ 

The difference between 
the interest on re­
investment of share 
capital and dividend by 
PSBs amounted to a 
hidden subsidy of 
Rs 1198 crore: 

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 1 7-18 per cent of the collection, which includes the 

management charges paid to the Postal Department. The gap between 

interest receipt and interest 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 14 77 crore 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 full cost of 

operations and no hidden subsidies are provided. 

6.2.2 Budgetary support to nationalised banks 
Budgetary support is provided to nationalised banks to mcrease 

their 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 capital 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 cent to the banks on 

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

The dividends received from the banks and interest paid by 

Government to banks on securities for last five years was as under:-
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Table 6.2.2 : Subsidy to nationalised banks 

Total 

investment 

(2) 

13146.21 

13673.68 

14753.73 

9464.89 

3739.59 

share capital 

(4) 

1408.04 

1342.09 

631.79 

327.73 

209.89 

The gap between the dividend received by the Union Government 

on its investments in nationalised banks and interest paid by it on securities 

issued to banks increased from Rs 129.01 crore in 1992-93 to Rs 1237.94 

crore in 1995-96 constituting nine times increase. However, it marginally 

declined by Rs 39.67 crore in 1996-97. In other words, hidden subsidy is 

being provided to nationalised banks in the shape of interest on the 

securities issued to banks while the dividends received on the investment 

are abysmally low at around 0.03 to 2.16 per cent. 

Detailed analysis of investments made and securities issued to 

nationalised banks has been discussed in Chapter VII . 

6.2.3 Subsidies to PSUs and Statutory Corporations in the form 

of equity 
The trend of the investment made in PSUs and Statutory 

Corporations for the last five years was as under : 

Table 6.2.3 : Subsidies to PSUs and Statutory Corporations 

Total 
investment 

investment 
53194 2.96 

49737 2.44 

47070 1.75 

441.16 1.43 

41858 1.41 

It would be observed from the above that the percentage of 

dividend received from the PSUs and Statutory Corporations on investment 
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Investment in PSUs 
which paid negligible 
dividend also amounted 
to bidden subsidy. 

made by Union Government ranged between 1.41 per cent and 2 .96 per 'J 

cent during the year 1992-93 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 

in PSUs and Statutory Corporations is an expenditure of capital nature all 

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 per cent 

during 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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Growth of capital 
expenditure turned 
negative since 1994-95. 

7.1 Trend of capital expenditure 

Capital expenditure may be broadly defined as expenditure incurred 

with the object of increasing concrete assets of a material and permanent 

character. In addition, financial assets arise from moneys invested in 

institutions or commercial undertaking (i .e. PSU and Corporation) and 

loans and advances to States, Union Territories, Foreign Governments, etc. 

under : 

The trend of capital expenditure over the last five years was as 

Table 7.1 (i) : Capital expenditure 

15704 

·17544 

19266 

24650 

20586 

-
(Rupees in crore) 

5.79 

7.29 

8.72 

12.40 

12.03 

Capital expenditure of the Union Government came down from 

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

a decline of 10.49 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 cent as against 31 .68 per cent decrease in the non-plan capital 

expenditure during 1996-97 over the previous year. 

However, the capital expenditure are net of expenditure met from 

recoveries/revenues and various reserves and development funds . 

The major capital expenditure in infrastructural sector for the last 

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

1151"" 
(0.09}" 
1041 .. ·• 

(o:O$) 
74 . 

(Figures in the brackets are as percentage of GDP) 

1994-95 

928 
(O: 10) 
1549 

(0.16) 

529 

(0.06) 

4865 

(o:sj) 

(Rupees in crore) 

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 11 57 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 1041 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 
crorc in 243 PSUs the 
yield in the form of 
dividend was only 2.97 
per cent . 

18 PSUs did not pay 
dividend amounting to 
Rs 136 crorc. 

7.2.1 Total progressive investment 

The progressive total investment (excluding Reserve Bank of India) 

of the Government in statutory corporations, Government companies, other 

joint stock companies, co-operative banks and societies, international 

bodies etc. increased from Rs 73 8 14. 26 crore on 3 1 March 1996 to Rs 

76838 . .50 crore on 31March1 997. 

7.2.2 Dividend from Government companies and corporations 

The Union Government received a dividend of Rs 1577.33 crore 

during 1996-97 against the total investment of Rs 53 194.32 crore in 243 

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

investment as on 31 March 1997. 

7.2.3 Dividend from State co-operative banks etc. 

The total dividend of Rs 20 crore on investment of Rs 1679 crore in 

State co-operative banks and other banks (excluding nationalised banks, 

Industrial Development Bank and Reserve Bank) in 1996-97 was 1.21 per 

cent as compared to 1.13 per cent in 1995-96. From rural banks set up in 

1975 no dividend has been received so far on the total investment of R s 472 

crore up to 31 March 1996. A further amount of Rs 200 crore was 

invested in these banks during 1996-97. ational Bank for Agriculture and 

Rural Development (NABARD) and Industrial Reconstruction Bank of 

India in which Rs 494 crore (Rs 3 50 cro re and Rs 144 crore respectively) 

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

7.2.4 Non compliance of directive by PSUs 

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

of their post-tax profi t 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 the Government . Some of the more important PS Us which 

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

Indian Railways Finance Corporation Ltd ., National Fertili sers Ltd., Ircon 

International Ltd. and Container Corporation ofindia Ltd. 
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Detailed observations on investrnems and returns in Government companies 

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

contained in CAG's Reports on Public Enterprises. 

7.3 Recapitalisation 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 prescribed rate of capital to risk assets ratio (CRAR). Since 

most of the PSBs started reporting 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 no 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(i) : Recapitalisation assistance to nationalised banks (NBs) 
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Government paid 
interest to the tune of 
Rs 1408 crore to banks 
on s1>ecial securities but 
dividend received from 
them was only 
Rs 21 Ocrore. 

Investment of the Union Government in nationalised banks 

decreased by 3. 9 per cent from Rs 13 673. 68 crore in 1995-96 to 

Rs 13146.21 crore in 1996-97. It would be seen that while the banks paid 

a dividend of less than two per cent on the investments, the Government 

paid interest on securiti es of identical amount invested by the banks at 8. 7 

per cent. 

Government has invested in all Rs 12421.94 crore in the share 

capita l of the nationalised banks since 1993-94, out of which it has written 

down Rs 3463 .44 crore for adjustment of their losses as detailed below : 

Table 7.3(ii): Investment in share capital and capital written down 

• • • .. 

(Rupees in crore) 

1509.00 

850.00 1M@J:ma~~W:fi1@lH · 1'aak.:.-oflndia (Rs 1369.92 crore) 

llilll:ml:l]:l-1.:~lil:j~·li:lil:l.1.'!:ilJljll~~l.l:lii Dea,a:J3ank (Rs 13 6. 29 crore) 

4362.94 

5700.00 

12421.94 

This scheme served no purpose because (i) it did not increase the 

non interest bearing funds available to the banks, (ii) it increased 

Government 's liability on account of interest paid vis-a-vis dividends 

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

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

SLR over the last few years. 

39 



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. F~:mr 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 U nion Government Accounts 

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

as under : 
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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 India on behalf of the 

Government to raise short term loans intended to fill transient resource gap. 
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Various aspects of treasury bills as borrowing instrument have been 

discussed in Chapter IX of this Report. 

The break-up of the deficit during 1996-97 was as under 

Table 8.2 (i) : Break-up of the overall deficit 
(Rupees in crore) 

Includes Secunty Deposits, Deposits of Railways, 
Appltcation Deposit, Postal Deposits, Forest 
Departmental Advances etc. 
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Overall deficit exceeded 
the estimates in four out 
of the last five years. 

Includes Depreciation Resen'e 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: 

•BE • RE CActual 

Table 8.2(ii) : Overall deficit 

(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 100 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) 

13654 

9299 

5633 

2861 

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 91 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 

25200 
24050 
12450 .. 

(Rupees in crore) 

o/oage of:c~'~ 3 
·::· •. io2::t.:t•· · 
' .. 13.4 

::.:Ji4 . 
<19.3 . 

91 days auction treasury bills were introduced from January 1993 in order to 
move towards market related rates and offering wider choice to investors. 
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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 di scontinuing 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 3 1 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 

The 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 crore) 

Estimated reyenue 

· Deficit Revenue · 

receipt 

Actual 

-DE 

31475 

35541 

32727 

17630 

13882 

193718 

168571 

146670 

119602 

J 14220 

32654 

29731 

31029 

32715 

18574 

Revenue deficit in the Govern ment Accounts indicates that not only 

the entire capital expenditure is met out of borrowed funds but part of the 

H 
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Revenue deficit 
outstripped BE & RE. 

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

borrowed funds. 

The revenue deficit increased from Rs 18574 crore in 1992-93 to Rs 

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 

70.5 per cent over the same period. 

The revenue deficit as percentage of GDP declined marginally by 

0.1 per cent in 1996-97 as compared to 1995-96. 

The actual revenue deficit in absolute terms outstripped the Budget 

Estimates and Revised Estimates of 1996-97 by Rs 1179 crore and R s 4449 

crore respectively. 

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

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

increasing steadily. The revenue deficit jumped abruptly from Rs 18574 

crore in 1992-93 to Rs 32715 crore in 1993-94. Thereafter, it has been 

oscillating around this figure. 

8.4 Fiscal deficit 

Fiscal deficit is the difference between the revenue receipts plus 

certain capital receipts and the total expenditure including loans, net of 

repayments. Since ideally the capital expenditure of the Government 

should be financed from the revenue surplus, fiscal deficit provides a 

measure of macro economic imbalance. 

The fiscal defi cit net of investment in the nationalised banks and 

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

was as under: 

Table 8.4 (i) : Net fiscal deficit 

BE 

62266 
57634 
54915 
:36959 . 
34403 -· 

(Rupees in crore l 

* Does not include component of investment in 
nationalised banks (Rs 1509 crore) as there is no cash 
outflow. 
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Fiscal deficit exceeded 
the estimates despite 
deferring the 
implementation of tbe 
recommendation of the 
Fifth Pay Commission. 

The fi scal deficit in absolute terms increased from Rs 40173 crore in 

1992-93 to Rs 66733 crore in 1996-97, an il'lcrease of 66 p er cent. The 

actuaJ fiscal deficit in 1996-97 also exceeded the estimated fiscal deficit of 

Rs 62266 crore and Rs 63 131 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 actuaJ 

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 borrowing during the last two 

decades including five years of current decade are given in Appendix XI. 

Table 8.4 (ii) : Expenditure financed by borrowings 
(Rupees in crore) 

:mllllliinitii.ir~lf.4.lltti.!1,fdilf.j@)Jl.iMUiiU.ltiiif:ii!iiii@m Am OU n t 

~~m 
In order to meet the above expenditure the Government sourced the 

borrowing through the following :-

Table 8.4 (iii) : Sources of borrowings 

(Rupees in crore) 

Irnm1mm:d:::r:rn::;::i:1::::::::1:;immw:~ni$.jII!t::::]H!I:::::::mmi::::I::::::::1J Amount 
13184 
26866 
25636 

1945 
2046 •·• 

(-) 203 
(-) 1232 

68242 
* 91 days treaSUJ'.Y bills (Net) after adding the decrease in 

cash balances 
(fJ As explained in Table 8.2(i). 
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Fiscal deficit as 
percentage of GDP was 
contained at the cost of 
ca11ital cx11enditu re and 
Social sector 
expenditure. 

An important aspect of the frscal 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 :-

15.17 

15.34 

15.51 

14.93 

16.25 

Table 8.4. (iv) : Impact of fiscal deficit 

(Figures as %age of GDP) 

Revenue 

expenditure 

17.73 

18.05 

18.79 

19.02 

18.89 

It would be observed from the above table that the fiscal deficit as 

percentage of GDP declined from 7.5 per cent in 1993-94 to 5.2 per cent in 

1996-97 by reducing the capital expenditure by 1.85 percentage points of 

GDP and reduction of the expenditure on services sector as brought out in 

paragraph 4. 1 of this Report. This pattern is also reflected in the fact that 

while the fi scal 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. 

8.4.1 Less than anticipated capital r eceipts 

One of the main components responsible for the inability of the 

Government to contain fiscal deficit within the estimated figure, was 

mismatch between the budget fi gure and actual figure on account of capital 

receipt. The estimated figure for 1996-97 was Rs 5001 crore, w hereas actual 

receipt was only Rs 455 crore . 

8.4.2 Disinvestment of equity holding in PS Us 

Receipt on account of disinvestment of equity holdings in public 

sector enterprises was projected as the major part of capital receipt. The 

receipt from disinvestment since 199 1-92 has been as under:-
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Shortfall in disinvestment 
receipts u11set the 
estimates of fiscal deficit. 

-
Table 

BE 

5000 
7000 
4000 
3500 
2500 
2500 

8.4.2 :Receipt from disinvestment 

(Rupees in crore) 

- Actual receipli ,.-::1 
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 fails 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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The position of 
monetised deficit 
improved in 1996-97 
over the previous year. 

8.6 Monetised deficit 

Monetised deficit goes beyond the Government's budgetary 

operations. The monetised defi cit represents increase in the net RBI credit 

to the Union Government which is the sum of increases in the RBI's 

holdings of Government debt plus any draw down by the Government of its 

cash balance with RBI. Simply stated, the moneti sed deficit represents the 

expansion in money supply for the like amount by the RBI. 

The monetised deficit during the last fi ve years was as under:­

Table 8.6 : Monetised deficit 

Amount 

1934 

19855 

2130 

260 

4257 

(Rupees in crore) 

::::::::::::11:::1:::r~:'~!:e~&~!1~::1m1i1:::m~' 

The monetised deficit at the end of March 1997 was Rs 1934 crore, 

which accounted for three per cent of the ti.seal deficit as against 33 per 

cent during l 995-96. 

8. 7 Debt and deficit 

The defi cit is financed by debt in one fo rm or other. The persistence 

of deficit in the account is, therefore, accompanied by increase of debt in 

the Government account. The quantum of internal and external debt and its 

impact have been analysed in the fo llowing chapter . 
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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 liabiliti es 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 

(Rupees in crore) 

l1 
·.· Total 

liability 

Total liability at current 
rate of exchange 
increased by 60 per cent 
over last five years. 

344475 
307869 
266467 
245712 
199100 

Total llablllty of the Union Go¥ 

239042 
213435 
192222 
1603 55 
136802 

.. § 650000 _____ __.,;~i...,.tJC--------

.E 
.. 600000 ------.,..tJC----------s 

1993-84 1994-95 1995-$6 1996-<97 
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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 1s given in Appendix 

XII. 
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No ceiling on borrowing 
fixed as yet as envisaged in 
Article 292 despite 
recommendation of PAC 
and Estimates Committee. 

9.2 Ceiling on borrowing 

The Union Government is empowered under Article 292 of the 

Constitution of India to "borrow upon the security of the Consolidated 

Fund of India, within such limits, if any, as may be fixed by Parliament by 

law." Clearly total borrowings should bear some proportion to the receipts 

in the Consolidated Fund of India. Fixing of such limits on the borrowing 

power of Government under this Article was recommended by the Public 

Accounts Committee in para 15 of their Ninth Report (1962-63-Third Lok 

Sabha), in para 5 of their Thirty-Sixth Report ( 1964-65-Third Lok Sabha) 

and in para 2.13 of their Fifty-Second Report ( 1965-66-Third Lok Sabha) 

as well as by the Estimates Committee in para 1.1 92 of their Twelfth 

Report (1991-92-Tenth Lok Sabha). Tn view of this piquant situation 

wherein debt service obligations outstrip revenue receipts, debt receipts 

constitute more than half of the Government receipts and debt servicing 

absorbs more than half of the Government disbursement, there is an urgent 

need to contain debt. 

However, the Government has not fixed any limit on the borrowing 

with the approval of the Parliament in compliance to the provision of the 

Constitution despite recommendations of the PAC and the Estimates 

Committee. 

9.3 Internal debt 

The term internal debt refers to regular loans from the public in 

India and is also termed as "Debt raised in India". It includes market loans, 

special securities issued to RBI, compensation and other bonds etc. In 

addition it also includes borrowing through treasury bills, non interest 

bearing rupee securities issued to IMF, IBRD (World Bank) IDA, IFAD, 

African Development Bank and Asian Development Bank. The receipt and 

repayment of internal debt are accounted for in the Consolidated Fund of 

India. 

The internal debt of the Union Government for the last five years 

was as under: 
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InternaJ debt increased 
by 73 per cent over last 
five years. 

Share of treasury bills 
and treasury bills 
converted as securities in 
the internal debt 
increased. 

,r 
200000 

180000 

160000 
140000 

120000 
100000 

80000 

60000 

40000 

20000 

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 3444 75 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 

(Rupees in crore) 

1996-97 1994-95 1992-93 
184028 130934 81679 

(53.4) (49.1) (41.0) 
64760 40492 29390 
(18.8) (15.2) (14.8) 
71000 71000 71000 
(20.6) (26.7) (35.7) 
19562 20366 14670 

(5.7) (7.6) (7.4) 

4079 2629 1315 
(1.2) (1.0) (0.6) 
1046 1046 1046 
(0.3) (0.4) (0.5) 

344475 266467 199100 
(Figures in brackets denotes percentage of internal debt.) 

Composition of internal debt <R• ;. =••> " 
~ ···-

~ -
.,,,,.,..... 

~34 

~ 

-~ 

Market loan, treasury bills and 

treasury bi ll s converted into 

securities, which constituted more 

than 90 per cent of the internal 

debt obligations, have been 

-.~ooo-.-14000 .~ooo--.~ooo--. .. l19Q!I 

- - ~ ......,,.., 
~· 

;::; . ..... ~ 2AJH 7 

"" 

~ 
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92-93 93-94 94.95 95.96 96.97 analysed m detail m the \. 

_._Marl<et loon - Treasury bill• I '---Treasury biffs converted into secunba - Othe .. succeeding paragraphs. 
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9.4 Treasury bills 

A substantial part of the internal debt is held by treasury bills. 

Treasury bills are instruments issued by the Reserve Bank of India 

on behalf of the Union Government to raise short term loans ranging 

between 91 to 364 days intended to fill transient resource gaps. The 

volume of treasury bills outstanding has grown substantially in recent years 

because of the large budget deficits and now constitute a significant portion 

of internal debt of the Union Government as indicated below:-

Table 9.4 (i) : Internal debt and treasury bills 

(Rupees in crore) 

internal debt 

344475 

307869 

266467 

245712 

19910 

The percentage of treasury bills in the internal debt increased from 

14. 76 per cent in 1992-93 to 18.80 per cent in 1996-97 which constituted 

an increase of 4.04 percentage points. 

The net accretion of internal debt and treasury bill s d_uring the last 

five years was as under· 

Table 9.4 (ii) : Net addition of internal debt and treasury bills 

(Rupees in crore) 

:;:1:1::1::[)i!lll:i:;j'jtiilli~!f:1l:i,:::jljjji[jlL Net ~dd id on to in tern ai debt ,::j::::::::::l:i,t,~i!lll~~!lni!i!tfi!~B~i!lil,f~'=flll!!!I 

46612 

263 50 

lt would be seen that net addition to treasury bills jumped abruptly 

during 1996-97. During this year, treasury bills constituted 52 per cent of 

net addition to the total internal debt against only 12 per cent during 1995-

96. While heavy dependence on treasury bill s as a measure of resource 

generation through borrowing during 1992-93 and 1993-94 can be 

attributed to introduction of 364 days treasury bill s during 1992-93, almost 
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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 days treasury-bills 

9.4.1 91 days treasury bills 

(i) Ad hoc treasury bills 

Ad hoc treasury bills, in effect, means increase jn 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 Reserve 

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 RBI. 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 mjnimum 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 bill.s during the last five years was as 

under: 

• 
II 

Table 9.4.1 (i) : Ad hoc treasury bills 

Addition 
during the 

year 
89605 
76790 
69895 
62930 
52775 II 

5.+ 

(Rupees in crore) 

Outstanding amount of 
ad hoc treasury bills at 

the end of the year 
34130 
29445 
23480 
21730 
15430 
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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 bill s 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 parti cipate 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 9 1 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 

(Rupees in crore) 

73657 

5305 1 

39441 

39960 

20607 

- Amount · 

22389 

14345 

8847 .· 
10865 ··· 

5183 . 

The above table shows that the balance of 9 1 days auction treasury 

bills which was R s 5183 crore at the end of 1992-93 increased to Rs 22389 ~ 

crore at the end of 1996-97, which constituted an increase of 332 p er cent 

over the last fi ve years. Except during 1994-95, the addition to 

undischarged treasury bills during the other four years were between 

Rs 3 28 crore and Rs 8044 crore. 1996-97 saw an unprecedented increase 

in the amount of undischarged 9 1 days auction treasury bills by Rs 8044 

crore. 

(iii) 364 days treasury bills 

These bi lls were notified fo r issue on 28 April 1992. Any Indian 

resident inclusive of individual, fi rms, companies, corporate bodies, 

institutions except State Governments and provident funds can subscribe to 

these bills. The trend of these treasury bills during the last fi ve years was as 

under:-

Table 9.4.1 (iii) : 364 days treasury bills 

(Rupees in crore) 
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Short term loan of 
Rs 107399 crore was 
converted into long 
term loan. 

It would be seen that 364 days .treasury bills did not prove to be a 

popular instrument. 

9.5 Funding of ad hoc and other treasury bills 

The treasury bills which were acknowledged as an instrument for 

meeting the short term and need based requirement of the Government to 

handle the fiscal management scenario, in fact, became a long term 

financing instrument. 

This tendency was corroborated by the fact that during the year 

1981-82 to 199 1-92 ad hoc treasury bi lls amounting to Rs 71000 crore 

were converted into special securities at an interest rate of 4.6 per cent 

without any specific date of maturity as detailed below: 

Apart from the above undated conversions, 9 1 days and 364 days 

treasury bills amounting to Rs 8463 crore and Rs 27936 crore respectively 

were converted into dated stock at a much higher rate of interest ranging 

between 11 per cent to 13 .25 per cent during 1992-93 to 1995-96 as 
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Market loan grew by 
125 per cent but interest 
payment on it grew by 
135 per cent over last 
five years. 

It would be evident from the above that from the year 1981-82 to ·-.-

1995-96 a total liability aggregating Rs 1073 99 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 

Net market loans raised 
exceeded the estimates 
by many times. 

lllllilllllfilll~~: BE ~ll!il~llil~! Receipt IJJllllml~~l·I 

3700 

3700 

3700 

5000 

39548 

21250 

30065 

4821 

34001 

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 

mcrease 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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130934 

110608 

81679 

120000 
100000 
80000 
60000 
40000 

2000~ L8~14.17 ~=~9;;26,8 ~~1=34:!8~:::::16~SH~==~ 

It: 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 

1 84028 crore at the end of March 

1997 which constituted a steep 

Market loans increased 
by 125 per cent in five 
years. 

1992-93 1993-94 1994-95 1995-98 
~Amount outstanding - Interest paid 

increase of 125 per cent. 

During the last fi ve 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 fro m Rs 8 14 7 crore in 1992-93 to 

Rs 19125 crore in I 996-97, 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 rai sed 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 fo r the next six 

years is as under: 
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Net accretion from the 
market loans after 
repayment and payment 
of the principal, has 
started turning negative. 

Table 9.6 (iii) :Repayment schedule of market loans 

(Rupees in crore) 

16464 

19428 

16353 

14803 

10903 

During the next six years Union Government has to repay Rs 90116 

crore as principal on existing market loans. lt 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. During l 997-98 the repayment of market loans is 

likely to increase by around 38 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 to ensure that market loans are retained as 

a 'source' rather than turning them into an application . 

9.6.1 Devolvement of market borrowing 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 : 

Table 9.6.1 : Devolvement of market borrowing on RBI 

(Rupees in crore) 

Amount 

3698 

12655 ... 

1752 

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 only. 

60 



9. 7 Other internal liabilities 
Small savings, provident funds, other accounts (special deposits, 

Non-Government provident funds etc.) reserve funds and deposits form 

part of Public Account. The balances of Public Account are carcicd 

forward annually. The net addition to small savings, provident funds, other 

accounts, reserve funds and deposits are utilised by the Government as 

resource, wliile adding substantially to the liability of the Government. 

The position of addition, repayment and balances in various Public 

Accounts during the last five years was as under :-

Table 9.7: Growth of other internal liabilities 

(Rupees in crore) 

Changes in opening balances due to pnor period adjustment 
4- Changes in opening balances due to rounding 
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Other internal liabilities 
increased by 72.5 per 
cent over the last five 
years. 

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 

ctore (3 7. 5 per cent) was from small savings. The balance Rs 72,94 7 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 1605 54 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 116408 crore in the Public Accounts as resource to fund the deficit. 

9.8 Debt servicing of the internal borro_wings 

The trend of debt se~icing (repayment of principal and payment of 

interest) of the internal borrowings including treasury bills was as under: 

Table 9.8 (i) : Net inflow of internal debt 

(Rupees in crore) 

il~!!!l!·!!·lli.!!ll:l!ll• •• ~dd:::t~tri~:g ·•••.••.,'·:·,.=:=:.,!,i.,!,!.,•=:.::,t:.,,1.,:,=.=~,::.,.:·t.,:: ... '..:h,::.=.:·!.,!,=·.,i.•:1,:•.::!,i,."~,!.,m=:.,i,i.=··•.=i=•.=f ,;,,i,:.,, •. ,. ,i.,:=,.=;=;.,:~'·'·,;.,;:;.,,:i.=t,is.=,l.,:i,i,.··,i.,i,1.,~., •., •. !.=.,l,i.·::=,:,1.:,:=.::,1,:.:N,:,1,·.,1,i .:,;:,i.,:·:.t:.:.····:i,1:.';,,

1

.,,·, .. :=•=·.,;=·.,

1

=,··,1i,.,r,•i.,.·.:·::•1,.,:.·.".,t:i.,i,1,.,::;.::,!:.,t:i.',:··.1.,;i,i.,i::,·,l,i.,.:.:1.,:,1.,,:i.,l:,,'.,,:',, .. '1

1
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22179 

19168 

15587 

13542 

Table 9.8 (ii) : Net inflow of other internal liabilities 

(Rupees in crore) 
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Net inflow of internal debt and other Internal liabilities (Rs in crorel 
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Most of the borrowings I 
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interest payments. 
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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 

:=:=::::;:; 
x Change in opening balances due to prior period aclj·usrment 

63 



External debt inflow has 
turned negative since 
1994-95. 
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-+-Closing balance at historica.1 rate 
- Closing balance at current rate ol 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~ternal debt is 

its value at the prevailing 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 innow of external debt 

(Rupees in crore) 

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 161 per cent in 1995-96 resulting in Rs 4096 

crore of net outflow from the Union Government ' s resources. However, it 
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Large amounts of 
committed external 
assistance remained 
unutilised on which 
commitment charges of 
Rs 93. 77 crore was 1>aid. 

has come down to 113 per cent in 1996-97 resulting in an outflow of 

Rs 123 5 crore which is attributable to high external borrowings during 

1996-97. Thus, far from being a source, the external debt has become an 

application in real sense. 

9.10 Unutilised external assistance 
As on 31 March 1997, unutilised external assistance was of the 

order of Rs 44771 crore. The low rate of utili sation of external assistance 

is particularly worrying new, when net inflows have turned negative. Much 

of the unutilised external assistance is for projects in the infrastructure 

sector. The sectorwise details of unutilised external aid as on 31 March 

1997 is given in Appendix XIII . 

The Standing Committee on Finance ( 1995-96) - Tenth Lok Sabha 

in their Thirteenth Report took a serious view of the fact that a significant 

portion of the country' s external debt stocks is lying unutilised and the 

country has to pay commitment charges on these undrawn amounts. The 

Committee, therefore, felt that there was an urgent need to review these 

foreign aided projects so as to identify the reasons for delay in their 

implementation and recommended that suitable steps should be taken to 

improve the utilisation of loans. 

9.11 Commitment charges 

In respect of external loans raised from World Bank and other 

foreign governments the agreement provides for payment of commitment 

charges on the amount of principal which have been rescheduled for drawal 

on later dates. As there is no distinct head in the accounts for reflecting the 

payment of commitment charges, it is shown under the head interest 

obligation. The details of the charges paid to various bodies/governments 

during the last five years was as under:-

Table 9.11 :- Commitment charges 

35 .37 
0.30 
2.43 

20.12 
0.72 

58.94 
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Market loan at a higher 
rate of interest grew by 
11.58 per cent whereas 
soft external loans 
remained unutilised. 
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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 llability at current rate of exchange 

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 : 

Table 9.13 : Guarantees given by Union Government 

124705 
94761 
89563 
84738 
79552 

II 
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(Rupees in crore1 

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 to resort 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. 

9.14.1 Parliamentary control over the budget 

As a result of the 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-third 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 of 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 21004 2 crore in 1996-97. In other words, during 1996-97 more than 

half of the Consolidated Fund receipts amounting to Rs 412911 crore 

comprised of borrowed funds . 
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, c:HlAIMIJ.ER XJ: mHe.r observations OU actounts .. :- . ;. . . . . . 

10.1 Nature of observations 

The Finance Accounts of the Union Government are prepared in 

accordance with the Government Accounting Rules, 1990 and various 

other rules and instructions issued by the Union Government in this regard. 

The validity of the accounts is therefore adjudged in accordance with the 

observance of these rules and instructions. The correctness of the 

accounts, on the other hand, is to be judged on the basis of the 

completeness, reliability of accounts as revealed by supporting documents 

and procedures laid down and such other material as is noticed in the 

course of test check. 

This chapter contains observations pertaining to the correctness and 

validity of Finance Accounts and are therefore qualificatory in nature. 

10.2 Reconciliation of accounts 

The figures exhibited in the Finance Accounts represent those 

figures of expenditure and receipt which have been booked in the books of 

various Pay and Accounts Offices which are subsequently consolidated. 

Each of such transaction ~so represents the receipts and payments booked 

by the Reserve Bank of India into their books. At the end of the year the 

net effect of transactions in the Government accounts is represented by 

'Deposits with the RBI' . This figure, which is both in the books of 

Government as well as in the books of RBI, should normally tally. The 

difference, if any, between these two figures should be reconciled and 

explained satisfactorily to ensure the accuracy of the accounts. 

Para 1.19.4 of the Civil Accounts Manual provides for the 

reconciliation of these figures. It was, however, noticed from the accounts 

that the figure of 'Deposits with the RBI ' as on 31 March 1997 in the 

Finance accounts is shown as Rs 23 77 crore, while that reported by the 

RBI was Rs 2071 crore, thereby showing a difference of Rs 306 crore 

between the two figures . The difference has not been reconciled. 

Difference of Rs 333 crore in the two sets of figures at the end of March 

69 



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 505;3-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 ofRule 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. 7 5 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 Nicobar Administration. 
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Net figures under 
suspense heads do not 
show the total dimension 
of outstanding balances. 

10.4 Suspense balances 

10.4.1 Balances under major suspense accounts 

All such transactions as are ultimately cleared either by payment or 

recovery in cash or by book adjustment are recorded initially under 

suspense head. All balances under Suspense heads ought to be reviewed at 

short intervals so that it may be secured that no item remains unadjusted 

longer than is reasonably necessary to bring about its clearance in the 

ordinary course with due regard to the rules applicable to each case. There 

is, therefore, a need to clear these amounts expeditiously and classify them 

to appropriate heads of accounts. 

10.4.1.1 Compensating errors in reporting 

The Suspense balances on debit side represent expenditure items 

and those on credit side represent receipt items awaiting adjustments. In 

the Finance Accounts, both are merged and only the net figures are shown. 

The figures exhibited as net figures do not show the total dimension of the 

value of transactions awaiting adjustment on both sides. 

The figures lying under suspense heads for the last five years are 

given below: 

Table 10.4.1.1 (i) : Suspense Balances 

(Rupees in crore) 

\i!i!!iiii!iiii11;{111:!~!1\~iiiiii\i!iliilliiii\iiii ··· Amount.(N et).? :!t:J: 
iiii:lfil~jjji!jijifltil'.l!ii~!l~~iijJJ~:~ Dr. 11 ~t~: .. .. <:.:·::\.::: 

Dr. 5894 •· .·'}f. 

* Rs 20 138.69 on account of misclassification. 

It would be observed from the above table that the suspense 

balances during 1996-97 increased by Rs 1195 crore over the previous year 

which constituted an increase of 10 per cent. Leaving aside the 

misclassification during 1993-94, the balances under suspense heads have 

been increasing over the years. 
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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) 

31 March 

1997 

Dr. 354.84 

Dr. 68.6_6 

DL 980.42 

Dr. 145.08 

Dr. 1700.10 

Dr. 2 15 1.68 

Cr. 198.95 

205.26 

Dr. 267.98 

Dr 568.99 

Dr. 97.41 

Dr. 635. 18 

Dr. 2 15.52 Dr. 117.03 

Dr. 1830.01 Dr. 1497.66 

Dr. 58 1.35 

Dr. 1426.68 

Cr. 178 12 Cr. 176.35 

Dr. l86.40 

Dr. 2005.6 1 

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 Railways, 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 (Civi l) and Telecommunication Accounts Office 

Suspense have come down in 1996-97 over the previous year. 
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Huge amounts are due 
from the importers 
although the 
Government has already 
made 11ayment for the 
im110rts. 

Under PAO suspense some -of the increase in balances were in 

Ministry of Finance, Department of Economic Affairs :Rs 49.50 crore (Cr), 

Health and Family 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 

crore(Dr). 

Under RB.Suspense Head Quarters, the increase by Rs 26.18 crore 

(Cr), in 1996-97 over the previous year is mainly due to increase in 

bal&.nces in Ministry of Finance, Department of Economic Affairs by 

Rs 24.74 crore(Cr). 

Balance under Cash Settlement Suspense has increased by Rs 13 .88 

crore(Dr), in 1996-97 over the previous year which is mainly due to 

increase in balance under this head in Ministry of Urban Affairs and 

Employment by Rs 11 . 79 crore(Dr), and Lakshadweep Island by Rs 1.30 

crore (Dr). 

10.4.2 Suspense account for purchases abroad 

The balance under this minor head has increased from Rs 1848. 78 

crore(Dr) in 1995-96 to Rs 2151.68 crore(Dr) in 1996-97. Over the five 

years 1992-93 to 1996-97 the balance has increased by Rs 787 crore which 

is about 58 per cent. 

The minor head ' Suspense Account fo r Purchases Abroad' is 

operated in the books of Controller of A.id Accounts and Audit, Ministry of 

Finance, Department of Economic Affairs. In cases where imports under 

direct payment procedures by importers holding licences for imports are to 

be financed out of foreign loans credit, the payment for imports is directly 

made by Government and an equal amount is kept under this suspense, till 

the payment is received from the importer. The debit balances under this 

head will indicate the amount which is yet to be recovered from the 

importers, although the Government has already made the payment for 

these imports. 

A list showing selected importer-wise details are given in Appendix 

XIV. From the Appendix it is al so seen that huge amounts are pending 

from various importers like Pa wan Hans Helicopter - Rs 130. 75 crore; 

N.H.P.C - Rs 120.43 crore; NTPC - Rs 105.69 crore; Singareni Collieries -

Rs 62.03 crore; MMTC - Rs 19.28 crore; Anpara UPSEB - Rs 207.52 

crore; Railway Board - Rs 270.72 crore; A.P .S.E .B. Hyderabad -

Rs 155.55 crore; Hindustan Zinc Aid - Rs 106.53 crore; and Power Grid 

Corporation of India Rs 324.03 crore. From the information made 
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Increase in balances 
under public sector 
bank sus1>ense 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 Board 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) 

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 be adjusted to the final head of accounts in the books of the 

Accounts Officer against whom the "PAO suspense" has been operated. 

Yearwise break up of outstanding balances under PAO suspense as 

on 31 March 1997 is given below: 

Table 10.4.3 (ii) (PAO Suspense) 

(Rupees in crore) 

Cr>1~09 J ... 

Cr .. 3.20 <i 

CL 3.24\ .. . . . 

Reckoning the debit and credit balances separately the actual 

suspense balance would be Rs 15. 03 crore. 

The earliest period of outstanding balances is 1987-88. The reasons 

for non clearance of credit balances of all these years under this head is 

mainly on account of sales tax recovered on sale of confiscated goods 

which is being booked under this minor head and the clearance depends on 

the final decision of the writ petition filed by State Governments in the 

Supreme Court . Debit balance under this head is on account of non 

settlement of outward claims in respect of PAO Customs Calcutta, 

Bombay and by PAO Ministry of Finance Department of Revenue. 

(b) ~ublic Sector Bank Suspense 

Public Sector Bank nominated for the Department initially pays the 

amount from its cash balance against the cheques issued by the concerned 

Ministry/Department/PAO and then claims reimbursement from the Central 

Accounts Section (CAS) RBI Nagpur which maintains the account of each 

Ministry/Department. Similarly when Government receipts are paid into a 

Public Sector Bank, it passes on the proceeds to the Central Accounts 

Section RBI Nagpur. As there is a time lag for a Government transaction 

carried out by the bank to get reflected in Government cash balance, this 
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mmor head Public Sector Bank Suspense is operated to account for 

transactions awaiting settlement. 

Debit 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 (iii) PSB Suspense 

0~ ·03 

.... .. ·· 0~06 

{t)Q.95 
(--}~}:98·" 

218.28 

.216.44 

(Rupees in crore) 

Outstarlding balajj&··: 

.. :•·· .. ::1\\1~il11~t~\::::~~[ij!li~!~~ .• :.:.· .·.· ·•·• .... .:::::J\1:'6~·::::· 
: Pr. 
Dr .. ·· 
Cr. ··: i i:''.22· 

. ·.·.·. 

:cp·=:rn'·==:::~: ;2f} : 
0~- . :21~'.'.97 ... 
Dr . . 241\ 79 

·:-·-:-. ·' ·:-·-· .. -.-.-.--·. 

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 old 

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/l0cal branches 

of nominated bank is also one of the main reasons for outstanding balance 

under PSB Suspense. Delays up to 2136 days have also been seen in such 

remittances. 
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(c) Suspense Account (Civil) 

Suspense Account (Civil) is operafed for accounting of transactions 

which for want of certain documents viz vouchers, challans etc. cannot be 

taken to the final head of expenditure or receipt. 

The year wise break up of outstanding balance under the minor 

head Suspense Account (Civil) as on 31 March.1997 is given below: 

Table 10.4.3 (iv) Suspense Account (Civil) 

(Rupees in crore) 

Dr. 
Balance outstanding/ .· ..... 

l:j.jjiJ::::::::::::::::::l:i!lii!!J,J,.:·:1::1::iij!i1.j!::;:::;:,:; . . -~ef.\· 

0 .12 

1.76 

1.88 

The actual 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 netting of the debit and credit. 

The earliest period of outstanding balance is 1987-88. The 

Department stated, in August 1997, that the debit balance under this head is 

mainly due to booking of the Pay and allowances for March paid through 

demand drafts under this head and these amounts are cleared in April 

subsequently. However the reasons for outstanding as old as 1987-88 were 

not explained. 

10.4.4 Central Board of Direct Taxes 

Detailed scrutiny of suspense balances m the Central Board of 

Direct Taxes (CBDT) Ministry of Finance revealed the following position. 

The outstanding net balances under various suspense heads in the 

books of CBDT for the last five years are given below : 
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Balances under PAO 
suspense have increased 
by 78 per cent over the 
five year period. 

Table 10.4.4 (i) Trends of suspense balances of CBDT 

- PAOSuSpense -

• 
• 

· Dr. 152.33 

Dr. 125.S9 

Dr. 94-59 

·n r. 8L73 
Dr: 85.49 

(Rupees in crore) 

Suspen~~:;A'.tcount ··"' 

(Civ9)\ 
Dr::3:32 

Dr.:t .90 

Dr::i.44 ·> 

The balances under PAO suspense have increased over the five year 

period by 78 per cent while the balance under PSB suspense has decreased 

over the five year period by 14 per cent. Suspense Ne 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 Suspense 

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 fo r 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. 

(b) Public Sector Bank Suspense 

The yearwise 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 

Debit 
- 18.-05 

0.07 
4 .19 

13.06 
4.7 1 

(-) 0.05 
(-) 1.69 

97.87 
(-) 21.91 

114.30 

(Rupees in crore) 

Balance outsta nding 
Jtfh<1i:IUf.lE@ · Net 

Cr. 9.71 
Cr. 0 . .03 
Dr. 4.83 
Dr. 10.60 
Dr. 3.32 
Cr. 1,88 
Cr. 1.07 
D r. 96.96 
Cr. 23.33 
Dr. 79.69 

Reckoning the debit and credit balances distinctly the actual 

magnitude of PSB suspense is Rs 148.91 crore rather than Rs 79.69 crore 

arrived at after netting the two sides. 

The balances are outstanding since 1988-89. The department 

should take steps to clear the old balances with the concerned Zonal 

Accounts Offices and the concerned Focal Point Banks. 

The delayed remittances of revenue coll ections to Government 

Accounts by the Focal Point Banks/ local branches of the nominated banks 

is the main reason for the outstanding balance under this head. The impact 

of such delayed remittances are di scussed in detail in Para I 0.6 of this 

Chapter. 

(c) Suspense Account (C~v il ) 

The yearwise breakup of outstanding balances under this head up to 

1996-97 is given below : 

Table I 0.4.4 (iii) : Suspense Account (C iv il) 

3.27 

3.32 

7'-) 

(Rupees in crore) 

D r. 3.27 

Dr. 3.32 



• 
Balances under suspense 
account civil have 
increased by 315 per 
cent over the five year 
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. 

10.4.5 Chief Controller of Accounts, Department of Supply, 

Ministry of Commerce 

D etailed 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 five years is given in the table below. 

Table t 0.4.5 (i) : Trends of Suspense balances 

PAO Suspense 
Dr. 141 .13 
Dr. 120.94 
Dr. 11 9.39 
Dr. 212.82 
Dr. 376.86 -

(Rupees in crore) 

RB Susoense 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. 376.86 crore in 1992-93 to Rs 141.13 crore in 1996-

97 constituting 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 five year period. RB suspense (CAO) has decreased by 15 per 

cellf over the fi ve year period. 

The minor head wise analysis of these balances is given below : 

(a) PAO Suspense 

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 a nd 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 minor head indicates the 

expenditure for purchases which have not been adjusted in the books of the 

concerned Accounts Officers. 

From the yearwise break up of balances collected from the MlS 

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 the period even prior to 1986-87. The Yearwise breakup 

is given below : 

Table 10.4.5 (ii): PAO Suspense 
(Ru ees in crore 

The figures of PAO suspense in respect of PAO supply New Delhi 

could not be checked as the broad sheet was not being maintained and the 

work was in arrears. But from some of the data made available it was seen 

that some major debit claims are pendi ng from the fo llowing Accounts 

Onicers. 

Table 10.4.S(iii) : Amount outstanding from va rious Accounts 

Office rs. 

PAO AJR New Delhi 
PAO Transport Wing New Delhi 
Pocham Pad i' roject Nizamabad 
Delhi Administration 
T.H. Development Corporation Ltd., 
Ri shikesh 
PAO DAVP ew Delhi 
PAO AlR Calcutta 
PAO,CMD New Delhi 
PAO Civi l Aviation 
B.T.P.S. New Delhi 

~ I 

95-96 
10.50 

1.80 
13.60 
32.81 
37.76 

1.20 

0.47 

15.42 

(Rupees in lakh) 
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The Department should take steps to clear the balances as the 

accumulation of balances under thi s head represents that the expenditure on 

purchases by vanous Accounts Officers of various Civil 

Departments/Ministries have not been adjusted . 

(b) Suspense Account (Civil) 

The Department of Supply operates this minor head fo r the 

following specific transacti ons 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 clearing PAO Suspense with 

the aim that the true pictu re of the outstanding claims under PAO Suspense 

at any date is known with certainty. D elays involved in the clearance of ~ 

cheques by banks will not therefo re 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 correspondi ng credit to R.B. suspense. 

When the vouchers are received back, the debit under Suspense Accounts 

(Civil); is reversed and the debit is passed o n to the Accounts Officer 

concerned through outward claim. 

(iii) When a debit claim is not accepted by Civil Min istries, awaiting 

detail s the claims are kept under thi s suspense head. 

The yearwise breakup of balances under Suspense Account (Civil) 

up to 1996-97 as o n 30th September, 1997 collected from MIS statement is 

given below : 

Table 10.4.S(iv) : Suspense Account (Civil) 

Dr. 
6.04 
0.35 
0.11 
0.02 
0.0 1 
0.02 
0.09 
0.15 
0.08 
0. 17 
0.02 
7.06 

(Rupees in crore) 

Balance outstanding 
}tf'lt:lif.{'flil1E 
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Net 
Dr. 4.52 
Dr. 0. 19 
Dr. 0.08 
Cr. 0.01 
Cr. 0.01 
Cr. 0.01 
D r. 0.07 
Dr. 0.14 
Dr. 0.09 
Dr. 0. 14 
Cr. 1.40 

3.80 
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Reckoning the debit and credi1 balances distinctly the actual 

suspense balance under suspense account (civil) is Rs 10.32 crore. 

From the above table it is seen that balances are outstanding even 

prior to 1986-87. The Department should take steps to clear the o ld 

balances. 

(c) Reserve Bank Suspense (Central Accounts Office) 

The yearwise breakup of balances under Reserve Bank Suspense 

(CAO) as per MIS statements up to 1996-97 to the close of 30 September 

1997 is given below : 

-
Table 10.4.5 (v): RB suspense (CAO) 

Dr. 

0.11 

2.65 

0.02 

1.08 

0.12 

0.78 

(-) 5.97 

(-) 3 .. 13 

o.26 
2.04 

4.34 

2.30 

(Rupees in crore) 

Outstanding balance 

!::::::::::::::;:::::!i!'l~f::::::::·::::::::::::l:!: Net 

Dr. 0.11 

Dr. 2.65 

Dr. 0.02 

Dr. 1.08 

Dr. 0.02 

Dr. 0.74 

Cr. 6.02 

Cr. 3.14 

Dr. 0.25 

Dr. 2.04 

Dr. 4.34 

2.09 

From the above it is seen that balances are outstanding since 1986-

87. The Department should take steps to clear the old outstanding 

balances. 
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Sus1>ensc balances affect 
the accuracy of 
Appropriation and 
Finance Accounts. 

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 quantitat ively. In turn, the savings and excesses with 

reference to approved provisions are also affected. 

10.5 Adverse balances 

I 0.5.1 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 ari sing out of rationali sation 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 cont inuing to occur in the f inance Accounts from 

earlier years. Out of 48 old cases, fi ve balances are adverse ever since 

1976-77, nine balances are adverse since 1978-79 to 1986-87, eight 

balances are adverse since 1987-88 to 1991 -92 and 26 arc adverse since 

1992-93 to 1995-96. All these cases are qualifi ed by a note mentioning that 

adverse balances are under investigation. The amounts of adverse balance 

in respect of Statement No. 13, Statement No. 14, Statement No. I 4A and 

Statement No. 15 of Union Government Finance Accounts are (-) credit 

Rs 3033.04 crore and (-) Debit Rs 38.4 1 cro re. 

These represent the aggregate effect of the balances of various 

accoun t ci rcles taken together. In certain circumstances, the adverse 

balances may conceal irregularities or fraud. At unit level, adverse balances 
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appear in the books of Pay and Accounts Offices and Principal Accounts 

Offices also but many of these adverse balances get eclipsed since these 

balances get aggregated when the accounts of the accounting circles are 

consolidated. The major items of adverse balances in the books of various 

Controllers of Accounts are given in Appendix XV. 

10.5.2 Major adverse balances 

(a) Controller of Aid Accounts and Audit, Ministry of Finance, 

Department of Economic Affairs 

The adverse balances of Ministry of Finance Department of 

Economic Affairs, Controller of Aid Accounts and Audit shown in 

Appendix XV under ten minor heads pertaining to major head 6002 

External Debt are because of changes in rates of exchange at the time of 

repayment of loan and are to be adj usted to miscellaneous Government 

Account after completion of repayment of loans. There are two adverse 

balances under major head 8449-other Deposits relating to Advance 

D eposits fo r IBRD aided projects and Advance deposits for USA aided 

projects. There is one adverse ba lance under major head 8012-Special 

Deposits in respect of Deposits by Kudremukh Iron Ore Co. Ltd . All these 

three adverse balances are also to be adjusted to Miscellaneous 

Government Account and the adjustment proposals are stated to be under 

consideration. 

(b) Ministry of Information and Broadcasting 

Under Major head 8670 "Cheques and bi ll s", adverse balance has 

occurred in the books of Ministry of Info rmation and Broadcasting. This 

adverse balance is to be analysed to check whether it has become adverse 

due to fraudulent payments or due to misclassificat ion. 

(c) Centra l Board of Excise and C ustoms, Ministry of Finauc~ 

The adverse balance in the books of CBEC amounting to Rs 123.42 

crore under 8443 Civil Deposits 102 customs and opium deposits pertain to 

Coll ectorate Customs Calcutta. T he balance became adverse in 1996-97. 

T he scrutiny di sclosed that the lump sum revenue deposits made by 

Mi s India n Oil Corporation Calcutta amounting to Rs 1440 crore during 
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Adverse balances are the 
result of misclassifica­
tions, errors or omissions 
which affect the 
accuracy of the accounts. 

1996-97 to be utilised subsequently against clearance of imported goods -r 
have not been credited to the deposit head. But the duty realised 

subsequently has been correctly debited to the deposit head resulting in 

adverse balance. As such the adverse balance might have inflated the 

revenue receipts during the year. Reasons for misclassification need 

immediate investigation. 

(d) Ministry of External Affairs 

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 General of India No. l of 1997. 

Neither the balances have been cleared nor the steps taken by the 

Department to clear these balances intimated to audit. 

( e) Ministry of Finance 

Department of Economic Affairs 

Comments on the adverse balances of Ministry of Finance 

Department of Economic Affairs were also made in Para 9.4.3 of 

Comptroller and Auditor General of India Report No.1 of 1997. Some 

adverse balances were cleared in 1996-97, but further steps to clear the 

remaining adverse balances are required. 

Action is required to be taken for rectification of the adverse 

balances in Finance Accounts under the Debt, Deposit and Remittances 

Heads so that the statements of balances held by the Government are 

correctly exhibited in the annual accounts. The accounting arrangements 

should also be streamlined to check the recurrence of such balances. 

10.5.3 Impact of adverse 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 Finance Accounts, the accuracy of 

accounts stands compromised. 

10.6 Penal interest on delayed transfer of revenue receipts 
Government receipts are paid into public sector banks. The banks 

are to remit the proceeds to the Central Accounts Section, Reserve Bank of 
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Public sector banks 
delayed remittance of 
collection of taxes, but 
interest on delayed 
remittances was claimed 
only for 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 Section of the RBI, 

Nagpur. 

While only five 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 6110 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 

following: 

(a) Delayed remittances by more than 5/9 days but less than one 

month 

Test check disclosed that public sector banks did not remil 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 31 

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.No.2375/GA.64(10) G-90/91 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 liability of payment of interest on the bulk of the delayed remittances 

between 6/10 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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(b) Delay in realisation of interest on delayed remittances beyond 

30 days 

The scrutiny of claims for interest by Principal Chief Controller of 

Accounts, CBDT and CBEC of remittances delayed beyond a month and 

the interest actually realised disclosed that the public sector banks delayed 

payment of interest recoverable from them. Position of claims raised during 

1996-97 and claims realised aire as under : 

* 

Table 10.6 : Interest on delayed remittances 

(Rup~es in lakh) 

318.43 

60.98 

Claims raised for the period from I-I February 1996 to 31 March 1997 and 

claims realised up to 31 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 10th Lok 

Sabha) on "Systems defects in the working of C hief 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 RB I. The final action in the matter 

was awaited as of March 1998. 

10.7 Uncla imed market loans to be transferred to revenue 

As per Rule 38 of Government Accounting Rules, 1990, read with 

Note 1 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 ther~ after these balances are to be transferred to 

revenue. As per statement 14A of Union Government Finance Accounts, 

an amount of Rs 10.45 crore pertaining to four loans was lying outstanding 
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against various loans fo r more than 20·years which had not been credited to 

revenue. Action needs to be taken by the Chief Accounting Authorities for 

crediting these loans to revenue. 

10.8 Review of balances 

It is imperative that the Government should ascertain at regular 

intervals, its precise liabilities in respect of outstanding balances in the 

Public Accounts under various Debt . Deposit and Remittance heads. AJI 

Accounting Officers are therefore required to review and verify such 

balances and ascertain 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 are required to furnish annually, a detailed statement showing 

the unreconciled differences and the cases where acceptance of balances is 

awaited. The Principal Accounts Officer is requ ired to send a consolidated 

report for the Ministry/Department as a w hole to the Controller General of 

Accounts by 15th October. Purpose of conducting thi s review is to 

ascertain the quality of maintenance of various books of accounts and 

reconcile the figures of Debt, Deposits and Remittances . In respect of Civil 

Departments the review of balances for the year 1996-97 has been 

completed only in Department of Atomic Energy, Department of Space, 

President ' s Secretariat and Rajya Sabha Secretariat . The remaining 

Principal Accounts Offices have not completed the review of balances and 

to that extent, the accuracy of balances under Debt, Deposits and 

Remittance heads has not been verified. 

10.9 Minus expenditure figures shown in Finance Accounts 

In statement Nos.9 and 10 of Union Government Finance Accounts 

mi nus expenditure are seen under various major/minor heads of accounts 

which are qualified by a foot note that they are under investigation. Such 

minus expenditure in Finance Accounts for the last five years are given as 

under : 
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External debt are 
depicted in the accounts 
at historical rate of 
exchange, which is not a 
true rencction of 
liability. 

16 

17 

Table 10.9: Cases of minus expenditure 

12 

8 

13 

]J 

4 

(Rupees in crore) 

. .}( T.Ot~I >· .··· 

No. o,f: it;~: ::~iit1:ilmllil!~\![)\ 
. -~· 

:·: 

41 . 
27 

21 

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 Accounting of external debt 

External borrowi ngs 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 Accounts 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 ari sing on account of change 

in the rates of exchange, the external debt expressed as rupees in the 

Finance Accounts stands understated. 

The amount of ext ernal 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 Introduction 

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 Bi ll 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 oflndia. 

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 : 

- No. of demands for 

grants/appropriations 

94 

5 

1 

1 
16 

117 

92 
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The Appropriation Account~ in respect of the grants for Post and 

Telecommunications, Defence Services and Railways are prepared by the 

respective Ministries. The Appropriation Accounts (Civil) in respect of 94 

grants and appropriations mentioned above are prepared by the Controller 

General of Accounts in Ministry of Finance. 

11.2 Appropriation Audit 

The objective of appropriation audit is to ascertain whether the 

expenditure actually incurred under various grants is within the 

authorisation given under the Appropriation Acts and that the expenditure 

required to be charged under the provisions of the Constitution 1s so 

charged. It also ascertains whether the expenditure incurred is in 

conformity with the law, relevant rules, regulations and instructions. 

This part contains detailed audit observations on the Appropriation 

Accounts (Civil) prepared by the Controller General of Accounts for the 

year 1996-97 besides brief gist of audit findings on the Appropriation 

Accounts of Postal Services, Telecommunication Services, Defonce 

Services and Railways, where appropriate. Detailed audit findings in 

respect of the appropriation accounts of Post and Telecommunications, 

Defence and Railways have been incorporated in CAG' s Reports No. 6, 7, 

8 and 9of1998. 

11.3 Appropriation Accounts 

A summary of Appropriation Accounts of gross sums expended 

during the year ended March 1997 compared with the several sums 

authorised in the schedules appended to the various Appropriation Acts 

passed by Parliament during the year 1996-97 under Articles 114 and 115 

of the Constitution oflndia, is given below: 
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Table 11.3: Authorisation and expenditure 

Voted I. Revenue 86187.12 4377.80 90564.92 81398.69 9166.23 
11. Ca ital 9042.27 767.16 9809.43 8920.03 889.40 
III . Loans and 6790.26 417.89 7208 .15 5997.62 1210.53 

Advances 

Total Voted 102019.65 5562.85 107582.50 96316.34 11266.16 
Char ed IV. Revenue 8743 1.39 54.55 87485.94 86785 .12 700.82 

V. Ca ital 9.06 11.28 20. 34 15.26 5.08 
VT. Public Debt 201913.74 201913.74 170448.12 31465 .62 
VII. Loans and 
Advances 22202.01 1698. 18 23900. 19 23106.65 793.54 

Total 311556.20 l 764.0l 313320.21 280355.15 32965.06 

28898.96 2068.40 30967.36 30536.41 430.95 
Charoed 21.34 6. 16 27.50 8.86 18.64 
Total Defence 28920.30 2074.56 30994.86 30545.27 449.59 

Char ed 8.22 
Total Railways 40820.50 881.47 41 701.97 40832.75 869.22 

llm~1:1:::1it!ta:i::::::::::i::::;::::m:I:::t: :1111;;;1rn1:::11;::1m1:: ;;;::;,1:1:~iQgt~Rtll!ili m:::::::::n1::11;;g.{J]Qll.~n=:1 ;::::t:iz•~~l?@::::::: :::;::;:~~M:&,~j;;~tt,::;:: ::==::;:::tt~a;~::~~§~:::::::: 
m:ooam:::m1~~F'~umt1::m::::r::::::111wmmtVin::m m1m.w.mrs9at91111n::t::1IIIfft:if:im:m'.9TLtt'::;:sxs.:~@W:;~a·~tH::::::gs.p.~:8.m~::oo;1mn::::::r~li,~z~1z.1::: 

........ 
Note: In a demand for grants. provision for the charged expenditure is called 

appropriation and for Yoted expenditure. it is called grant. 
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Out of the overall 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 bills resulting in less than 

the budgeted repayments. Excluding this, the effective savings was of 

Rs 14765.19 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 14765.19 crore, Rs 

20.16 crore was attributable to less interest payment on 91 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. 
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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 96316 crore. 



Limited 
• financial 

sco11e 
control 

of 
by 

the over Pa rliament 
expenditure 
ministries due 
high 
expenditure. 

of civil 
to very 
charged 

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 Parl iament gets limited 

to only about 26 per cent of the total disbursement in the civil ministries. 

However, 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 M inistries) 

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 11.5: Net Savings in selected Grants/Appropriations 

(Rupees in crore) 
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Ministries spent 
Rs 82..t6 crore without 
proper sanction. 

: . '.: '.::::: '. : '.: ~i'oJ•: 9'vlnci• '.li•!n~t Pr9vJaf.ocj : 
: : : : ••: : : : .. .. ........ -: . : . : -: . : . : . : . :- : . : . : 
::::~-: : 
: : : : ubocio-: : : r iooOoo: : : :: .. :~::: . :,; . .,;,.,.,:,. . . . 
· a: ·~.·. 

: : . :il!DOao':: 
::: : ;o00oc,::; 
::: ::~::: 

· · · : · ; · · 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 appropnat1ons obtained during 

1996-97 was 1. 77 per cent of the original grants and appropriations, as 

against 4.3 8 per cent during the year l 995-96. 

11.6 Expenditure incurred without sanction 

In accordance wit~ 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 

liability involving expenditure or t ransfer of moneys for investment or 

deposit fro m Government account unless such expenditu re 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 

thi s behalf . 

Scrutiny of Annexure ' B ' of the appropriation accounts for l 996-97 

revealed that expenditure on 347 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 figures of respective grants. The Controller General of 

Accounts, while certifying the expenditure has quali fied this amount from 

the point of view of sanction. Details of such cases for the last five years is 

given in the Annexure IT of this chapter. 
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Rush of ex11enditure in 
the month of March 
persistent 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 p er 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 while 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 non-utilisation of funds under these 

sub-heads. 

(Rupees in crore) 

·---1 1. International Co- 8.54 8.53 8.53 Non-receipt of 

2. 

3. 

* 

operation-Contribution 

to International Fund 

for Agricultural 

Development (M.H. 

2416) 

Grants to Industrial 

Development Bank of 

India (M.H. 2885) 

Multilateral 

Investment Guarantee 

Agency- Investment in 

Securities (M.H. 5466) 

7.50 

20.77 

Out of total provision of Rs 16.50 crorc 

13 .72 * 

10.00 

11.9 Analysis and Audit fin dings 

claims for 

subscription 

11. 10 Noni Less 

requirement of funds 

for re-imbursement 

owing to non/ less 

utilisation of external 

assistance 

10.00 Non receipt of 

demand for payment 

from the 

International body 

In the chapters that follow, an analysis of vanous facets of 

Appropriation Accounts has been presented. It includes an analysis of 

excess expenditure requiring authorisation by Parliament, savings requiring 

explanation, reappropriations, utili sation of supplementary grants and 

detailed observations in respect of the Ministries selected for indepth 

examination. ln respect ·of crucial areas of expenditure, trends over the 

past few years have been presented fo r a balanced appreciation. 
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Annexure I 

(Refers to Paragraph 11.4) 

Proportion of charged and voted expenditure 

(civil sector) 

(Rupees in crore) 

___ _. __ 
I 2 3 4 5 6 7 8 9 10 11 12 

I. 1992-93 74367 141321 2 I 5688 34 66 68904 134672 203576 34 66 

2. 1993-94 88069 203866 291935 30 70 82497 18862 I 27 11 18 30 70 

3. 

4 

5. 

1994-95 

1995-96 

1996-97 

94380 254781 349161 

96720 282079 378799 

I 07583 313320 420903 

27 73 87054 21 6958 

26 74 90 196 231831 

26 74 963 16 280355 

Annexure II 

(Refers to Paragraph 11.6) 

304012 29 71 

322027 28 72 

376671 26 74 

Statement of miscellaneous expenditure held under objection 

(Amount in thousands of rupees) 

1992-93 f 69 1 2483 363 i 6469 19 : 432 649402 : 

zc 
1996-97 : 21 : 4552 320 I 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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Excess expenditure 

Civil Post and Railways 

Telecommunications 

Rupees Rupees Rupees 

Voted Revenue ~ 111447571 4480748.000 1389514999 

Capital ~ 538683339 -49911 4775 

Charged Revenue ~ 15745110 1103402 

Capital ~ 7018673 151000 20369574 

Total Excess ~ 672894693 4480899000 19 10102750 

80 

70 

eo 

f so 
.& •O 

~30 
20 

10 

0 

Civil ministries I 
departments exceeded the 
authorisation b)' Rs 67.29 
crore, which require 
regularisation. 

12.1 Excess expenditure over Grants/Appropriations (Civil) 

ExcN• over grents and ap 

87. 

1996-97 

five years 

1995-96 1SS.·95 1993-94 1992-93 

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 thi s Article. 

Further, General Financial Ru le 71 stipulates that no expenditure should be 

incurred which might have the effect of exceeding the total grant or 

appropriation authorised by Parli ament by law fo r a fi nancial 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 111 447571 over the authorised sums in three grants and of 

Rs.15745 110 in two appropriatio ns. In the capital section, excess 

expenditure of Rs 5386833 39 was in two grants.and Rs 7018673 in one 

appropriation. Detail s of these grants/appropriati ons are given below: 

~:~~:::'::i~sf '1_1 __ 

1~_r_.~;_t .. "l_! __ \_1_.~_i_6: __ i _1

1

i_;_:_,_·. i_

1
_:_
1
.r_.

11

_, __ 

1~.: .. !.'l __ i_'1_.l_'i_1 __ '1 __ ',_1_;_1.r.!_

1
_t._!

1

_r_;_

1
_; __ ri .•.. ~.1.'_r_:_1_
0

_i_l_r_i_i.~.:.:_,_,_i_,_~_i_~-;.:_;_:_~_i.;_i_;r_.:_$.5_,_!_1°_'._r_,t_~_r_:_:.$_r_:_i_;]_l._l!_l_.i_ll __ li .. '.1_

1

.1.1_. ·:* ~ff ~I~ll};~l;f,:fuf~g:~~:~~~·in 
''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''''' ,,,, ,,,,,,,,,,,,,,,,,,,, Exchanoe rate variation. 
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Grant 

56-Broadcasting 

Services 

Contributing reasons as stated by 

Government 

Increase in Dearness Allowance, Jnterim 

Relief, bonus etc; incentive to the staff put 

on Jammu and Kashmir elections 

lncrease in power tarriffs by various State 

Ele'ctricity Boards 

Increase in the rates of stationery items 

* Hike in salaries at various All India Radio 

installations in Rajasthan 

Expenditure incuJTed on repairs of many 

All lndia Radio Stations damaged due to 

heavy rains 

Transfer of more funds to non-lapsable 

fund following increase in revenue earned 

by commercial centres of All India Radio 

Increase in rates of electricity charges and 

payment of arrears to owners of private 

bu ildings occupied by the Low Power 

Transmitters 

* Materialisation of more than anticipated 

supply orders by the Public Sector 

Undertak ings. 

83-Public Works Increase in Interim Relief and Dearness 

All owance paid to work charged staff 

* Payments made to avoid contractual 

implications 

* Some major works in the form of projects 

of deposits clients and also the clients 

under Cash Settlement Suspense Account 

were taken up for execution 

Enrouting of bulk purchases of materials 

like cement and steel through Suspense 

Account 

More advance to contractors owing to 

accelerated progress of work. 
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Grant 

83 -Public Works 

Total Revenue-

Development, 

Urban Employ­

ment and Poverty 

Alleviation 

reasons as , stated by 

Obligatory expenditure which could not be 

avoided due to cou'rt awards. 

* Payment of contractual awards 

Payment to work charged staff in terms of 

Supreme Court directions. 

an impetus given to development of 

tourism infrastructure in the country. 

Accelerated progress of work at Mumbai 

and ew Delhi 

meet committed liability in the form of 

rebated bills to avoid financial and 

contractual implications 

Accelerated progress of work for the 

quarters of Income Tax at 

Madurai, Tanjore,Raipur and Mumbai 

Payment of rebated bills of contractors to 

avoid contractual implications. 

- -·~- · --

Payment in compli ance to court directives 

to avoid contempt of court. 
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reasons as ... stated 

T.G =Total Grant : T.A =Total Appropriation : AE = Actual Expenditure 

Increase in excess 
expenditure over the 
previous 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 l 996-97, the excess occurred under eight 

grants/appropriations. Thus, the quality of fi nancial control to avoid excess 

over grants/appropriations deteriorated during 1996-97. 

In terms of the amount of excess expenditure 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 50.1 5 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 Persistent 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 r 
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 Regularisation 

The excess expenditure of Rs 67.29 crore under these eight 

grants/appropriations require regularisation under Article 115 (1) (b) of the 

Constitution of India. 
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Excluding savings due 
to less d•awal of ad hoc 
Treasury bills, the tota l 
saving of civil ministries 
was Rs 14744 crore. 

Savings 

13.1 Savings under various grants/appropriations in civil ministries 

Savings in the grant or appropriation indicate that the expenditure 

could not be incurred as estimated, anticipated 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 44231 .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 9 1 days treasury 

bills for 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 Policy and Pro motion, Education, Rural Development, Coal, 

Loans to Government Servants, Payments to Financial lnsti tutions, Interest 

Payments, Repayment of Debt etc. have been registering savings which are 

not only persistent but di splay an increasing trend which continued during 

the yt:ar 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 gainfu lly utili se the scarce resources to meet the competing 

demands of various sectors of the economy. 

106 



Savings of more than 
Rs 100 crore occurred in 
27 cases of 25 grants/ 
appropriations. 

SI. No. 

13.2 Savings of Rs l 00 crore or mor·e 

The Public Accounts Committee in para 1.24 of their 60th Report 

(Tenth Lok Sabha) presented in February 1994 commented on the sharp 

increase in the savings as compared to the sanctioned provision. The 

Committee desired that Ministry of Finance should take the issue seriously 

with appropriate measures to overcome the unfort unate situat ion of large 

savings and also desired that detailed explanatory note in respect of savings 

from a grant or appropriation of Rs 100 crore and above during each year 

be furni shed to the Committee. As against 20 cases during 1995-96, 27 

cases where savings of Rs l 00 crore and above occurred during 1996-97 

are given in Table 13.2 below along with main contributory reasons and 

schemes affected by savings. 

Table 13.2 : Savings exceeding Rs t 00 crore under a grant/ 
appropriation 

(Rupees in crore) 
Grant No.!Description of grant 

(Controlling Ministry/ Department) 
Revenue - Voted 

1. 

2. 

Prc\'ious 
years· savings 
1995-96 
1 99~-95 

1 991-9~ 

I-Agriculture 
(Ministry of Agriculture) 

Contributory reasons stated by the Ministry/Department 

-Amount of sayings 

206.70 
179.79 
232 .7~ 

Schemes I Projects. l..f\.cti~·ity _;tffected by savings ... . . . . . ...... . 

Contri buton' reasons stated bv the Ministn/Department 

I 0 7 



SI. No. 

3. 

4. 

5. 

Previous 
years' savings 
1995-96 
1994-95 
1993-94 
1992-93 

Grant No./Description of grant 
(Controlling Ministry/Department) 

11-Department of Commerce 
(Ministry of Commerce) 

28-Transfers to State and Union Territory Governments 
(Ministry of Finance) 

277.38 
232. 16 
388.92 
305. 17 

31-Department of Expenditure 
(Ministry of Finance) 
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SI. No. 

P revious 
yea rs ' savings 

Grant No.!Description of grant 
(Controlling Ministry/Department) 

Amount of savings 

1992-93 450.01 

6 39-Department of Health 
(Ministry of Health and Family Welfare) 

Previous Amount of savings 
years· savings 
199-l-95 198.05 

7 47-Department of Education 

Previous Amount of sav ings 
years · sm ·ings 

t 995-96 rns.s 1 
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SI. No. 

8. 

9. 

10. 

Grant No./Description of grant 
(Controlling Ministry/Depa rtment) 

51-Department oflndustrial Development and 
Industrial Policy and Promotion 
(Ministry of Industry) 

Previous years' Amount of savings Schemes I Projects I Activity affected b.'· saving~ 
savings 
1995 -96 504.00 

(Rupees in crore) 

199.f-95 725.08 ~-

1993-9-+ 525.37 

54-Department of Small Scale Industries and Agro and 
Rural Ind ustries 
(Ministry of Ind ustry) 
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SI. No. 

1 l. 

12. 

71-Department of Rural Development 
(Ministry of Rural Areas and Employment) 

Previous Amount of savi ngs Schemes I Projects I Activity affected b~· sa,1ings 
years ' savi ngs 
1995-96 303.02 
1993-9.J. 167.09 

73-Department of Rural Employment and Poverty 
Alleviation 
(Ministry of Rural Areas and Employment) 

II I 

(Rupees in crore) 



SI. No. 

13. 

14. 

Grant No./Description of grant 
(Controlling Ministry/Department) 

82-Department of Urban Development, Urban 
Employment and Poverty alleviation 
(Ministry of Urban Affairs and Employment) 

Previous Amount of sayings Schemes I Projects I Acti\'ity affected by savings 
years· savings 
1995-96 195-k97 
199.+-95 1939.99 
1993-9.+ 1259 . .+5 

(Rupees in crore) 

1992-93 1424.53 4 
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(Rupees in crore) 
SI. No. 

15. 

Previous Amount of savings Schemes I Projects I Activit)' affected by savings 
years' savings 
1995-96 1599.38 
1993 -94 975.53 

Capital - Voted 
16. 6-Department of Fertilizers 

(Ministry of Chemicals and Fertilizers) 

17. 10-Ministry of Coal 

Previous years' Amount of savings Schemes I Projects I Activit~· affected by savings 
savings 
1995-96 143.7-l 
1994-95 176.33 
1993-9-l 139.73 
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SI. No. 

18. 

9. 

Grant No.!Description of grant 
(Controlling Ministry/Department) 

25-Currency, Coinage and Stamps 
(Ministry of Finance) 

Previous years' Amount of Sllvings Schemes I Projects I Activity affected b~· savings 
savings 
1994-95 396.20 

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 18 19.69 
1992-93 755.77 
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~ SI. No. Grant No.!Description of grant 

.. 

20. 

2 1. 

Previous 
yea rs· savings 

(Controlling M inistry/ Departmenl) 
28-Transfers to State and Union Territory 
Governments 
(Ministry of Finance) 

29-Loans to Government Servants etc. 
(Ministry of Finance) 

A mount of s<ivings Schemes I Projects I Activity affected by sa,·ings 

1995-96 I 12.02 

22. 35-Direct Taxes 
(Ministry of Finance) 

23 . 36-lndirect Taxes 

11 5 

(Rupees in crore) 



SI. No. 

24. 

Previous Amount of savings Schemes I Projects I Activity affected by savings 
years ' savings 
1993-94 120.93 

Capital-Charged 
25. 28-Transf ers to State and Union Territory 

Governments 
(Ministry of Finance) 
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SI. No. 

26. 

27. 

(Rupees in crore) 
Grant No./Description of grant 

(Controlling Ministry/Department) 
Previous Amount of savings Schemes I Projects I Activity affected by savings 
years' savings 
1995-96 953.67 
J 994-95 296. 33 
1993-94 605.51 -1992-93 617. 10 

Previous 
years ' savings 
1995-96 

1994-95 
1993-94 
1992-93 

30-Repayment of Debt 
(:Ministry of Finance) 

Amount of savings 

45682.33 

35542.69 
12289.46 
4569.87 

Schemes I Projects I Activity affected by savings 

85-Ministry of Water Resources 

I 

Large saving in welfare 
and developmental 
areas. 

The savings of Rs 100 crore or more in each grant/ appropriation in 

the 27 cases of 21 Grants and four Appropriations aggregated to 

Rs 9360.63 crore and Rs 32869.98 crore respectively. It will also be seen 

that large savings occurred in developmental areas like health, education, 

rural/urban employment and poverty alleviation etc. The contributory 

reasons attributed for the savings by the Ministries/Departments reveal that 

some of the schemes in these areas as planned during the year, failed to 

take off. 
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SI. No. 

1. 4 

2 . 6 

3. 9 

4 . 10 

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 of Rs 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: 

Department of Fertilisers 

Ministry of C ivil Supplies, Consumer A ff airs 

Ministry of Coal 

I 18 

' 



~ SI. No. 

6 23 

7. 25 

8. 26 Payments to Financial Institutions 

9. 41 

10. 43 

11 . 44 

12 45 

11 9 



SI. No. 

13. 57 

14 63 

15 67 

16 78 

17 79 

18 80 

Grant No./Description of grant 
(Controlling Ministry/Department) 

M inistry of L abour 
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I S,. No. Grant No./Description of grant 

r•&iiNl.G~'t1iiiir~~~&~i(~;ii;. 
19 81 

10 84 

2 1 85 Ministry of Water Resources 

22 

23 

24 7 Department of Civil Aviation 

25 24 

12 1 



27 54 Department of Small Scale lndustr-ies and 

28 70 Ministry of Power 

29 78 

30 79 

31 80 Ports, Lighthouses and Shipping 

32 83 Public Works 
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, 

I SI. No. 

• 

33 97 

Savings partially 
surrendered on the last 
da~· of financial year. 

Grant No./Description of grant 

13.4 Surrender of savings 

(Rupees in crore) 

Voted 

. , 10566.52 ml 24787.35 

-699.64 - 19443 .87 

' Surrender' is a budgetary device by which the portion of grant or 

appropriation not utilised by the spending department gets communicated 

to the Ministry of Finance and accepted by the latter, w hich can be 

reallocated to any other sector. According to the provisio ns of the General 

Financial Rule 69, savings in a grant or appropriation are to be surrendered 

to Government as soon as these are fo reseen without waiting for the last 

day of the year. Savings should also not be held in reserve for possible 

future excess. 

In the Accounts for the year 1996-97, out of the final savings 

aggregating to Rs 4423 1.22 crore., the final savings in Charged 

appropriations were Rs 32965.06 crore (included saving of Rs 29466.03 

crore due to lesser discharge and cancellation of 91 days treasury bills) 

against which the amount surrendered was Rs 14220.83 crore only, 99.98 

per cent of this (Rs 14218.17 crore) was surrendered on the last day of the 

financial year. 

In the voted grants, the final savings under the Revenue and Capital 

Sections were Rs 9166.23 crore and Rs 2099.93 crore respectively against 

which, the amount surrendered were Rs 8612.72 crore and Rs 1953.80 

crore respectively. Out of the amounts surrendered, Rs 8611.54 crore was 

surrendered in Revenue Section on the last day of the financial year, 

whereas the· entire 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 crore 
were not surrendered. 

The net expenditure was 
more due to short 
recoveries. 

13.4.1 Savings not surrendered 

In 20 voted Grants and 2 l appropriations, the entire savmgs 

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 where 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 cent of the total savings were nm surrendered by 

different ministries/departments in compliance to the General Financial 

Rules. 

13.5 Recoveries in reduction of expenditure 

Estimated 
Recoveries 

Actual Recoveries 

(Rupees in Crore) 
r:Jr 6586.72 

6127.55 

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 fo r Grants are for the gross 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 fi nally booked under 

the relevant service head in the Finance Accounts and has the effect of 

increasing the net expenditure. 

In the revenue section against the estimated recoveries of 

Rs 2882. 78 crore, actual recoveries were Rs 28 10.23 crore. In the capital 

section, against the estimated recoveries of Rs 3 703. 94 crore, actual 

recoveries were Rs 33 17.32 crore. Grant-wise details of major variations 

involving more than 20 p er cent of the original estimates or Rs one crore 

are given in Appendix XVIII. Few such cases where the recoveries were 

short and as a result of which net expenditure in Finance 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 recoveries 

G rant 

,),.. 
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Test checks disclosed 
unnecessa r~· re-
appropriation of 
Rs 8S.l3 crore to 44 sub­
heads. 

.. 

No of Amount 

Cases (Rupees in:crore) 

Unnecessary re-appropriation H 85.13 

Re-appropriation done without 1 I 8.09 

availability of p rovision from 

where reappropriated 

Re-appropriation without prior 3 9.66 . 

approval of Secretary 

(fapenditmc) 

Re-appropriat ion without prior 3 5. 12 

approval of Ministry of Finance 

14.1 lnj udicious re-appropriation 

A grant or appropriation for expenditure is distributed by sub-heads 

or standard objects under which it is accounted . R e-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 

tt is known or anticipated that the appropriation for the unit from which 

fu nds are to be transferred will not be utilised in fu ll or t hat savings can be 

effected in the unit of appropriation. 

14.1.1 Inj udicious re-appropriation to sub-head 

Test check of the accounts for l 996-97, revealed that in the case of 

44 sub-heads in 27 grants/appropriation as per the detail s 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. 

126 



lnjucJicious re-
a1>1>ropriations of 
Rs 8.09 crorc were 
macJe from 11 sub-
heads. 

Re-aI>I>ropriations in 
contravention of PAC's 
recommencJations. 

14.1.2 Injudicious rr-appropriation from sub-head 

Similarly in 11 sub-heads in 8 grants/appropriations (detail in 

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 provision before re-appropriation from them. ln each of them, the 

excess over the final provision after re-appropriation from these heads was 

more than the amounts re-appropriated 

The position of similar injudicious re-appropriations in respect of 

grants of Railways, Posts and Telecommunications and Defence Services 

have been included in the respective Audit Reports 

14.2 Irregular re-appropriation of funds 

J 4.2.1 Re-appropriation in infringement of 

Committee recommendations 

Public Accounts 

As per the extant instructions of Ministry of Finance issued at the 

instance of the Public Accounts Committee (Eighth Lok Sabha) vide its 

recommendation in 14 7th Repo11, 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 Parliament along with the last batch of Supplementary 

Demands. Any order of re-appropnat1on 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. 

Scrutiny of headwise Appropriation Accounts pertammg to grant 

No.49 - Department of Culture for the year 1996-97 revealed that against 

the original provision of Rs 0.22 crore, the Department re-appropriated 

Rs I . 94 crore to the sub-head ' Secretariat for Commemoration of 50th 

Anniversary of India 's Independence' under Major Head '2205' . Neither 

the re-appropriation was reported to Parliament nor prior approval of 

Secretary (Expenditure) 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 fiscal 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 following cases, the re-appropriation during 1996-97 

exceeded the limit of Rs one crore for which approval of Secretary 

(Expenditure) was not obtained. 

Table 14.2.2 : Re-appropriation without prior approval of Secretary 

(Expenditure) 
SI. No. and Name of Major Head Sub-head Amount Remarks 

No. Grant (Rs in crore) 

' - Distcict Poll~ 76.73 
8.98 

1.2.+ 

40.91 

6..l8 
-
-O= Original Provision: S=Supplementary Provision: R=Rc-appropriation 

14.2.3 Re-appropriation without prior approval of Ministry of 

Finance 

(i) As per Government of India decision N o.3(i i) below Rule 10 of 

Delegation of F inancial 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 '3601' by reappropriating Rs one crore 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 out by audit the Ministry stated (December 1997) that ex­

po.st.facto approval of Ministry of Finance had been obtained. 

(ii) As per 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 of Ministry of Finance. 

Test check of head wise appropriation account o f grant No . 77 -

Ministry of Steel revealed that the Ministry re-appropriated Rs 12 lakh 

from the head ' Salaries' to ' Rent' Rates and Taxes' under the major H ead 

' 2852 ' vide re-appropriation Order No.BGT-2(2)/96 dated 31 March 1997 

which is contrary to the extant orders of the Ministry of Finance. The re­

appropriation of funds without prior approval of Ministry of Finance was 

irregular. At the instance of Audit , ex-post facto approval of Ministry of 

Finance, Department of Expenditure for the above re-appropriation of 

funds was obtained by the Ministry of Steel in January 1998. 

(iii) A case involving re-appropriation of Rs four crore from Plan to 

Non-Plan without the prior approva l of Ministry of Finance in respect of 

grant pertaining to Department of Atomic Energy has been mentioned in 

chapter-XIX . 
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Ex1>enditure of Rs 23.09 
crore attracted 
limitations of "New 
Service/New Instrument 
of Service" in the 
Ministry of Finance. 

CHAPTER XV 
Expenditure on 'New Service' 

::;:::: ::::::::::-=· ·'.·.·. 
;\::::~f. .-.• .. ·-:.:.:; ::~~~\::~~~{;./.· 

'!'~ew Servi~a~::;:::pproY8-!l~~!l~!:;:; 

15.1 

·~Pc:E?;.'_~;:~:stitu4~11!:'i 
:·\;mf :;: 

··-· :_:.;::;:.: .. 0~5:().: ( 
Chandigarh ~qtt1inistration .;: ·.:: · __ , ... ,. 0 .. 25 

-Mipistry ·ofLaJfour · _.:::.; i!_, .. · Q,24·:><t 
D.epartmen(~f::Of.b~n Deyelopm¢~lj: ·:: , :.::.::·::·:,.::ht z :l. ::::..:·:::::.: 

Urban. Employfu~nt and Poverty: ·:: : }.\ · ,.\ 

:· ... :: 

Depart.ment of Culture 

Alleviation 

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 Parliament. 

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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1 

2 

3 

Grants to Export-
Import Bank of 
India (External 
Aided Compori.ent) 
M.H. 2885 

Grants to 
Nationalised 
Banks (External 
Aided Component) 
M .H . 3465 

Loans to Industrial 
Credit and 

I 

Investment 
Corporation of 
India- External 
Aided Component 
M.H. 6885 

Table 15.2 : Cases of "New Service/New Instrument of Service" 

(Ministry of Finance) 

(Rupees in lakh) 

200.00 262.25 62.25 
The additional expenditure 
exceeded the limit of 1 O_ per 
cent of the bu9get provjsion, 
for which prior approval of 

225.00 341.00 11 6.00 Parliament was required to 
be obtained (vide item II (F) 
(ii) of GOI Dec(l) below 
Rule 10 ofDFPRs). 

10869.00 13000.00 2131.00 Exceeded the limit of 
Rs 1500 lakh beyond which 
prior approval of Parliarrient 

. was required t6 be obtained 
(vide item I(B) (ii) (bJ of 
GOI Dec(l) below Rule 1 o 
ofDFPRs. 

The observations were sent to Ministry in September 1997, their 

reply was awaited as of March 1998 . 

15.3 Department of Education 

Grant of Rs 35.20 lakh 
to Bal Bhawan Society 
attracted the limitations 
of New Service/New 
Instrument of Service. 

Scrutiny of headwise appropriation account of grant No. 47-

Department of Education for 1996-97 revealed that as against the 

sanctioned provision of Rs 273 lakh towards grants to Bal Bhawan 

National Children's Museum (Bal Bhawan Society), the Department paid 

Rs 308.20 lakh to the Society. Payment of excess amount of Rs 35.20 lakh 

over the provision exceeded the prescribed limit of 10 per cent of the 

budget provision vide item Il(F)(ii) of GOI Decision(!) below Rule 10 of 

DFPRs, for which prior approval of Parliament was required. The 

department did not obtain such approval. 
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Payment of Rs 49.50 
lakb to KaJakshetra, 
Madras attracted the 
limitations of New 
Service/New Instrument 
of Service. 

Release of Rs 25 lakh to 
the Food Craft Institute 
attracted the limitations 
of New Service/New 
instrument of Service. 

15.4 Department of Culture 

Scrutiny of headwise appropriation account of Grant No.49 -

Department of Culture revealed that as against the original provision of 

Rs 119 lakh towards grants-in-aid, the Department released Rs 168.50 lakh 

to Kalakshetra, Madras. Payment of Rs 49.50 lakh in excess of the budget 

provision exceeded the prescribed limit of I 0 per cent o( the budget 

provision vide item Il(F)(ii) of GOI Decision(l) below rule 10 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". 

15.5 Ministry of Home Affairs - Union Territories (without 

Legislature) - Chandigarh 

As against the original provision of Rs 10 lakh, the Chandigarh 

administration released grants-in-aid of Rs 35 lakh 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.I. Decision (1) 

below Rule I 0 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'. 

15.6 Other cases attracting the provisions of New Service/New 

Instrument of service details of which are included in other 

chapters 

(Rupees in crore) 
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Net savings exceeding 
supplementary grant in 
15 grants. 

.. :: ... lffffAJIOOEB<:. ~NU.= · · .... "· = 
. . . . .· .. ·. ... . . .. 
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15 Grants 

Supplementary provision re~';t.ined 

·-:::·:· 

·-·-:-:-: 

:: .. ~~tf ~[ 

-::.:.· 
completely. un-utllisec{ : := .. ·:' "· ~. < 

1 caS~ ~ 3i.34:q'.Rf:~>·· 

16.1 Estimation of supplementary grant/appropriation 

If the amount provided for 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 year for supplementary or additional 

expenditure upon some 'New Service' not contemplated in the original 

budget for that year, Government is to obtain supplementary grants or 

appropriations 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 while forecasting its additional budgetary requirement 

of funds and seeking supplementary provision. Resort to supplementary 

demands should only be in exceptional and urgent cases. 

Public Accounts Committee of 10th Lok Sabha in its 88th Report in 

Para 1.39 has also commented on obtaining the supplementary grant or 

appropriation in an ill conceived manner without conducting a proper and 

close scrutiny of expenditure incurred or likely to be incurred by them 

during the financial year. 

In 15 cases relating to 15 grants as detailed below although the 

supplementary provisions were obtained in anticipation of higher 

expenditure, the final expenditure was less than even the original grants. 

Thus, the entire amount of supplementary provision aggregating to 

Rs 236.20 crore proved to be unnecessary. 
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Table 16.1: Savings more than supplementary grant/appropriation 

4 - Department 
Animal Husbandry and 
Dairying 

7.39 
279.74 

Sav. 20.80 

2nd (March 97) * For meeting additional 
expenditure of Delhi Milk 
Scheme. 

11rnmt.ml :r~:~~'.~•~··~'.~~~:?~r1titwit.i11ts1r;<~,:·:uI11:1111w.1tr.m1tt..tii&auariRw&ut[t1»'JBB.at.Wiif:lM~mwf.®J.~lliWJ~t111~~~ 
2. 9 - Ministry of Civil 0 . 108.80 2nd (March 97) * For assistance to Hindustan 

3. 

4. 

Supplies, Consumer S. 31.30 Vegetable Oils Corporation 
Affairs and Public AE. 91.38 for implementation of 
Distribution Sav. 48. 72 voluntary retirement scheme 

26 Payments to 0 . 2093.43 2nd (March 97) 
Financial Institutions S. 18.94 

AE. 2063.58 
Sav. 48.79 

34 - Department of 0 . 163.47 2nd (March 97) 
Revenue S. 11.36 

AE. 161 .83 
Sav 13.00 
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Rs 1.30 crore 
* Grants-in-aid to State/Union 

Territory Governments for 
strengthening of the 
infrastructures of consumer 
courts Rs 30.00 crore 

* External grant assistance to 
Industrial Credit and 
Investment Corporation of 
India. 

* Setting up of three regional 
units of Narcotic Control 
Bureau 

* Computerisation and other 
establishment related 
expenditure 

* Payment of additional 
collection charges for Inland 
Air Travel tax 

* Additional grants to 
National Institute of Public 
Finance and Polic . 
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5. 39 - Department of 0. 1251 .93 2nd (March 97) * For meeting additional 
Health S. 31.00 establishment related 

AE. 1160.97 expenditure 
Sav 121.96 * Providing medical treatment 

to poor and needy from 
M inister ' s discretionary 
funds 

* Setting up of Central/State 
blood transfusion councils 

* Payment of subvention to 
students of recognised 

, private medical colleges 

* Providing grants to hospitals 
and medical institutions 

* Additional expenditure of 
D.G.H .S. and Government 
hospitals and dispensaries 

* Making accounting 
adj ustments 111 respect of 
external grant assistance in 
kind received under Leprosy 
Control Proaramme. 

6. 41 - Department of 0 . 1950.65 l st (Dec. 96) * Providing additional grant 
Fami ly Welfare S. 7 l. 11 2nd (March 97) assistance to Government of 

AE. 1943 .94 And hra Pradesh under 
Sav 77.82 Family Welfare Scheme 

* P assing on to State 
Governments external grant 
assistance for population 
activities 

* Carrying out accounting 
adjustment 111 respect of 
external grant assistance in 
kind expected to be received 
durino 1996-97 

7. 89.81 2nd (March 97) * Meeting additional 
2.19 establ ishment related 

AE. 69.90 expenditure 
Sav 22.10 * Operational commitments 

; relating to Special 
_ Protection Group. 
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8. 49 - Department of 0 . 

9. 

10. 

11. 

12. 

Culture S. 
AE. 
Sav 

62 - Ministry of Mines 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 

78 - Surface Transport 0 . 
S. 
AE. 
Sav 

13 . 80 - Ports, 
Lighthouses 
Shipping 

0 . 
and S. 

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 
Libra 

2nd (March 97) * For providing additional 
plan assistance to Hindustan 
Copper Ltd. for 
implementation of voluntary 
retirement scheme and 
establishment related 
ex enditures. 

l st (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 
expenditure on dearness 
allowance, interim relief and 
bonus 

* Computerisation and 
holding of international 
conferences. 

2nd (March 97) * For providing additional 
grant assistance to 
Hindustan Shipyard Ltd. for 
implementation of voluntary 
retirement scheme. 

l36 
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14. I 01 - Lakshadweep 0 . 
S. 
AE. 
Sav 

125.04 
0.22 

124.00 
1.26 

2nd (March 97) * For meeting establishment 
related expenditure. 

15 . 56 Broadcasting 0 . 313.05 2nd (March 97) * For meeting expenditure on 
installation of robotic 
cameras in Lok Sabha and 
Ra· a Sabha. 

Services S. 11. 73 
AE. 311.15 
Sav 13 .63 

0 = Original Provision : S = Supplementary Provision : AE = Actual Expenditure : Sav = Savings 

As the expenditure under these grants was less than the original 

provision, the supplementary grants proved to be unnecessary. 

There is, therefore, a need to assess the requirement of the 

supplementary grants judiciously. 

16.2 Supplementary grants remaining unutilised under specific 

head~ 

A few cases of supplementary grants in individual subheads 

remaining entirely unutilised disclosed in the test check are as under: 

16.2.1 Ministry of Civil Supplies, Consumer Affairs and Public 

Distribution 

Test check of the appropriation account in respect of Grant No 9-

Ministry of Civil Supplies, Consumer Affairs and Public Distribution for the 

year 1996-97, disclosed that supplementary grant of Rs 1.30 crore was 

obtained by the Ministry in March 1997 under the sub-head "Voluntary 

Retirement Scheme to Public Sector Undertakings- Hindustan Vegetable 

Oil Corporation" below the Major Head "3456" against the budget 

provision of Rs one crore for providing grant assitance to Hindustan 

Vegetable Oil Corporation 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 1-
employees of Hindustan Vegetable Oil Corporation. 

The incorrect assessment of possible cases of Voluntary 

Retirements and lack of monitoring of fund available with Hindustan 

Vegetable Oil Corporation and also Jack of monitoring of the refund of 

unutilised amount by HVOC rendered the supplementary provision of Rs 

1.30 crore infructuous. 

16.2.2 Department 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 1.36 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 grants in March 1997 under different sub-heads for 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, maintaining law and order, election duty 

and airlifting of battalions which, however, remained unutilised to the 

extent of more than Rs one crore as detailed below: 
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-~ Table 16.2.3 (a): Supplementary grants under sub-heads remained 

unutilised 

ii) Scru tiny of head wise appropriation account relating to grant No 45 

- Other Expenditure of Ministry of Home Affai rs for 1996-97 revealed that 

in the following cases although supplementary grant was obtained in 

anticipation of higher expenditure, the fi nal expenditure was 'NIL' or far 

less than the supplementary grant. 

Table 16.2.3 (b) : Supplementary grant under sub-heads remained 

unutilised 

Major Head/ Sub-Head -

Eastern Electric 
Cor oration Ltd 

North 
Power 

to 
State Governments - Assam 

-Final 
Saving 

12.66 

16.75 



16.2.4 Ministry of Information and Broadcasting 

Scrutiny of headwise appropriation account of grant No. 56-

Broadcasting Services 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:-

Table 16.2.Ar Supplementary grant under sub-heads remained wholly 

unutilised 

(Rupees in crore) 

16.2.5 Ministry of Personnel, Public Grievances 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 expend iture, 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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Ministr)' of Labour has 
been saving large 
amounts. 

Gross savings tJartially 
offset by excess resulting 
in net savi ng of Rs 88.57 
crore. 

17.1 Introduction 

The Ministry of Labour 1s responsible for promotion of harmonious 

industrial relations and speedy implementation of labour laws, awards and 

agreements, laying down code of discipline etc. for improving industrial 

relations to regulate wages and other conditions of work fo r conducting 

evaluatory studies of implementation of labour laws, industrial relations, 

personnel policies and practices collection and publication of statistics, 

conducting enquiries, surveys and research studies on var ious labour 

subjects etc. 

17.2 Over all position 

During 1992-97. the provision and expenditure in grant No.57-Ministry of 
Labour was as under. 

17 .3 Savings and excess leading to net savings 

Revenue (Voted) 

In the voted portion of revenue section of the grant during 1996-97, 

there was gross saving of Rs 107. 3 1 crore which was offset by excess 

expenditure of Rs 18. 74 crore under other heads resulting in net saving of 

Rs 88.57 crore. 

Table 17.3(a): Sub-heads under which major savings occurred 

(Rupees in crore) 
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Table 17.3(b): Sub-heads under which major excess occurred 

Diversion of Rs 18.74 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 establi shment related expenses etc. 

defeating the purpose for which the amounts were sanctioned by the 

Parliament. 
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Persistent saving have 
occurred under 
Centrally Sponsored 
Plan Schemes. 

SI. No. 

I . 

Previous 

years 

1995-96 

1994-95 

1993-94 

1992-93 

2 . 

1995-96 

1994-95 

1993-94 

1992-93 

3. 

1995-96 

1994-95 

1993-94 

1992-93 

17.4 Persistent savings 

Under Grants to State Governments for Centrally Sponsored Plan 

Schemes in the foll owing sub-heads/schemes persistent saving occurred 

during 1992-97:-

(Rupees in crore) 

Description of Scheme 

Rehabilitation of Bonded Labour 

Savings Percentage 

of saving 

1.57 64% 

1.37 62% 

0.81 23% 

1.50 79% 

Employment Services 

1. 12 100% 

1 . 11 100% 

1.1 I 100% 

2.07 100% 

Training of Craftsmen and 

Supervisors World Bank 

Scheme for States 

19.28 53% 

40.2 1 64% 

62.6 1 74% 

35 .30 66% 

1-D 



SI. No. 

1. 

2. 

Previous 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-in-aid to State Governments under the above 

Centrally Sponsored Plan Schemes 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 per cent of the sanctioned budget during 1994-95 to 1996-97. 

(Rupees in crore) 

Description of scheme 

Amount Percentage 
of saving of saving 

Contributory reasons stated by the Ministry 

1.07 15% 
2.90 41 % 

Limestone and Dolomite Mines 
Welfare 

1.81 37% 
1.90 41% 

I 
+ 



~ SI. No. 

3. 

4. 

· ,j 

5. 

( 

1995-96 
1994-95 

1995-96 
1994-95 

1995-96 
1994-95 

(Rupees in crore) 

Description of scheme 

Improvement in Working 
Child/Women Labour 

0.40 
2.90 

7.85 
2.09 

1% 
64% 

36% 
15% 

~~~·~~tBank Assisted Vocational Training rll!llllflfJfJlrllfllflllliilllillrll 
6.66 
13 .14 

61% 
88% 

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". 

I 

Parliament vide item no.II(F) of Government of India Decision No:( l ) 

below rule 10 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.1. 61 crore 

towards grants to V. V.Giri National Labour Institute, the Ministry had paid 

Rs l .85 crore to the Institute. Payment of excess amount of Rs 0.24 crore 

over the provision has exceeded the prescribed limit of I 0 per cent of the 

sanctioned provision of Rs I. 6 I 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. 

4.43 

(86) 

156.80 

(95) • 
1-1 (i 

(Rupees in lakh) 

~ ~
3

7 ~ lilililllllllllllllll
1
1l lllll 

1051.3 1 

(30) 

8.11 
(62) 

-+ 



(Rupees in lakh) 

Name of Scheme liil,i·':.:lilll:::.:.:::1 March il:l:lilll~lillll~jl:lill March f:?fffiijiiJtt=t 

':':::::'''''Eip':':':=:=:':':': ·· · .... ... ... ........... ·· Exp. ..···'1 ... ···'i:: ... :1 ... ···'i ... ··'· .... ·'i ... ··'j ... ···'·:· ... :i······'·· ... ··'' .. :·.·,· ... ··': ... ···'·:: ... :!······'j ... ··': ... ··'~.: ... =::· ... ···': .. : .. :: ... ···': .. ··:·.~ ... ···': ... ··': ..... '~ ... ··': ... ···': ... ··': .. ····': ... ··'p ... ···'· .... ': ... ···': ... ··': .... ··': ... ··'! ... ···'· ... ··''.····':·· ..... '1 ... ···'j, .. ·'1 ... ···'1 ... ··'1 ... ···'1 ... ··'· ... ···'j ..... '1 ... ···': ...... '1.::···': ... ··'· ...... '1 ... ··'· ... ···'1 ... ··'I ::::::1:11::::::;111.::.'::1:1~11.1::11111:1 . 

=~~ ·-· 
Housing Scheme for 

Economically Weaker 

workers 

of Bccdi 

homes for 

The Ministry stated, in December 1997, that due to delay in 

completion of fo rmalities by the State Governments, voluntary agencies and 

implementing agencies, large portion of funds were released during the 

month of February/ March 1997. 

Since the funds released to the various organisations in the month of 

March cannot be constructively spent during the year, it is not possible to 

conclude whether the funds were applied for the purpose for w hich these 

were authorised during the period of such authorisation . 
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18.1 Introduction 

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. 

18.2 Overall position of grant 

During 1996-97, the total provision, supplementary grant, actual 

expenditure, saving and surrender in Grant No.86-Ministry of Welfare in 

Revenue and Capital sections (Voted & Charged), was as under. 

Overall position of grant 

Total 

provision 

::::rnti!iti::::::::::m::::;:; 1~•¥~1:11::::::::1 •. <5'86 .60 

:j!)ffiiiif:~~i::::::::::l:: /;., .. :-/ j:·S7.67 

(Rupees in crore) 

:::::::::::::::!:::::;:!~flill:l:i!!!ii!~!::::: .·· 9 .• lZ ._, ::::::\lit1:!jji]i!!!JliR~!!i!]jl!i~;\~i!i 
:;::t::m::;~;~;~l:~aI:::m:] .. ·. :.o.ot' ••· ::;::::::;:;1:m~1~:!11::1l1m:: 

In the voted portion of Revenue Section during 1996-97, there was 

gross saving of Rs 144.61 crore under some heads which were offset by 

excess expenditure of Rs 135.49 crore under other heads resulting in net 

saving ofRs.9.12 crore. 
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Sub-heads under which major savings/excess occurred were as 
under:-
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Persistent saving 
occurred against 
provision for welfare 
schemes. 

Table 18.2(b): Sub-heads under which maj or excess occurred 

(Rupees in crore) 

I 8.3 Persistent savings 

ln the fo llowing sub-heads/schemes persistent savings occurred 

during 1994-97: 

(Rupees in crore) 

SI. No. Description of Scheme 

1. 

Welfare of Scheduled Castes-Education 

Previous 

years 

1994-95 

1995-96 

Amount 

of saving 

2.56 

1.24 

Percentage to 

total provision 

80% 

99% 
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(Rupees in crore) 

SJ. No. Description of Scheme 

2. 

1995-96 9.49 47% 

Welfa re of Scheduled Tribes-Education 

1994-95 0.69 13% 

1995-96 0.53 71% 

4. 

1994-95 1.50 50% -1995-96 0.68 34% 

5. Scheme for Street Children -
1994-95 2 .00 40% 

1995-96 2. ] 8 44% 

6. 

r-
1995-96 3.38 82% 
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Unrealistic budgetary 
assumption. 

Non-im11lementation of 
welfare schemes for 
haodica11ped by the 
Ministry resulted in 
savings. 

The persistent savings ranging from 13 to 99 per cent under· the 

above schemes indicated that t~ere 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 partially offset by excess 

expenditure ofRs.7.55 crore (l 16 per cent) on pre-matric scho larship 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 fi eld of proh ibition and prevention of 

drug abuse. Under this scheme, voluntary organisations/ institutions are 

assisted for maintenance/ setting up of de-addiction and counselling centres 

for treatment, follow-up and rehabilitation of drug addicts. 

During l 995-96, out of the provision 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 

prov1s1on. 

The Ministry stated, in ovember 1997, that it was not possible to 

fix physical targets and their co-relation with the financial targets. They 

further stated that no authentic data was available with the M inistry as no 

comprehensive study at All India level had been conducted so far. Under 

utili sation of fund s 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 this 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 

Menta11y Retarded and Cerebral Palsy" respecti vely for the Eighth Five 

Year Plan ( 1992-97). The entire budget provisio n under these schemes 
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1. 

2. 

r-

during the years 1994-95 to 1996-97 remained unutilised as detailed 

below. 

(Rupees in crore) 

The Ministry stated that the entire provision under these schemes 

remained unutilised due to non-finalisation of the schemes. 

This call s into question the system of programme management in 

the Ministry. Firstly the Ministry failed to finalise the schemes during the 

five years for the plan period. Secondly, the Ministry continued to provide 

funds redundantly despite its inability to finalise the scheme. 

18.6 Rush of expenditure 

Test check revealed that in the fo llowing cases more than 50 per 
cent of the total expenditure was incurred in the last quarter of January to 

March of 1996-97. 

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 . 

9001.00 

(57%) 

9001.00 
(100%) 
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Late 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. 



3. 

4. 

5. 

6. 

_ _ .. _ 
2235-1 01. 10.01 1670.71 108 1.17 
Assistance to Voluntary (65%) 
Organisations for the 
Handica ed 
2235-101.10.01 Aids 
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 

685.47 

963.5 1 

1220.60 

47 1.00 
(69%) 

575.48 
(60%) 

922.47 
(76%) 

Late receipt 
recommendations from 
State Governments. 

of 
the 

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 financ ial 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. 

154 



\ 

19.1 Persistent savings 

Savings in the grant indicate that the expenditure could not be 

incurred as estimated, anticipated and planned. These are indicative of 

deficient budgeting or shortfall in performance depending upon the 

circumstances and purposes for which the original grant/ appropriation was 

provided. 

Sequential to the observation made by the Public Accounts 

Committee (Eighth Lok Sabha) in its 14 7th Report, the Ministry of Finance 

issued instructions in February 1990 that utmost care should be exercised in 

framing budget estimates under each sub heads so that the actuals are not 

substantially different from the sanctioned provisions. 

Test check of appropriation accounts of Department of Atomic 

Energy revealed that persistent savings of more than 15 to 91 per cent of 

the sanctioned provision and Rupees one crore were registered in six sub 

heads of Grant No.87 and 88 as detailed below : 

Table 19.1: Persistent savings 

(Rs in crore) 

1. Modernisation and 8.41 1.30 2.8 1 Postponement of 

procurement of some 

equipments and slow 

progress of work. 

2. 

Replacement schemes of (91 %) (22 %) (36 %) 

existing plants 

New Zircology 

Fabrication plant (250 

tonnes) 

12.10 

(58 %) 

4.20 

(28 %) 

2.22 

(26 %) 

3. Variable Energy 1.42 2.63 1.41 

Cyclotron Centre (41 %) (44 %) (23 %) 

155 

Deferment of upgrading of 

computers and delay in 

procurements. 

Non-materialisation of 

purchase of liquid helium 

and computer server. 



4. Fuel Inventory 129.40 45 .55 74.87 Reduction in procurement 

of stock of fuel owing to 

shortfall in production. 

5. 

6. 

Rajasthan Atomic 

Power Station 

Nuclear Power Board 

Supplementary grant 

exceeding requirement. 

(44 %) 

50.66 

(64 %) 

2.11 

(42 %) 

(18 %) 

36.65 

(5 1 %) 

8.61 

(86 %) 

(30 %) 

7.20 

(15 %) 

5.64 

(80 %) 

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 Overestimation 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 year 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 Bhaba Atomic 

Research Centre and Rs 3. 96 crore for Indira Gandhi Centre for Atomic 

Research under Major head "340 I -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 authorises the grants for specified 
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The department re-
appropriated Rs four 

crore from plan to non 
plan irregularly. 

purpose. Distribution of these grants to other needy heads was contrary to 

the instructions of Ministry of Finance issued in February 1990 to the effect 

that the original objective for which the pr:ovisions are made under various 

sub heads should not be substantially altered by exercise of power of re­

appropriation. Besides, since the supplementary grants were obtained in 

the last batch in March 1997, the Department cannot present demands for 

funds and re-appropriate it to other heads at the same time. 

19.3 Irregular re-appropriation 

As against the sanctioned prov1s1on of Rs 14 crore for "Other 

Research Facilities for the advanced Research in Plasma Technology" under 

major Head "5401-Capital Outlay on Atomic Energy Research", the 

Department re-appropriated Rs 8.46 crore in anticipation of approval of the 

Ministry of Finance but the Ministry of Finance did not agree to the 

proposal of re-appropriation of plan savings of Rs four crore to grant 

interest free loan to Electronics Corporation of India Limited which 

resulted in savings 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 

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 Rush of expenditure in March 

According to notes below Rule 69 of General Financial Rules, rush 

of expenditure particularly in the closing month of financial year is to be 

treated as a breach of financial regularity and should be avoided. The 

Ministry of Finance reiterated in June 1996 that the budget fo rmulation 

should lay greater emphasis on explicit recognition of the revenue 

constraints and there must be strict and rigid adherence to budgetary 

ceilings. Moreover, it was also emphasised that all releases to public sector 

undertakings against budgeted outlays should be made only after adjusting 

the defaults, if any, pertaining to the current year in their obligation of 

repayment of loans and interest. 

Contrary to the above instructions and guidelines, the department of 

Atomic Energy drew one cheque of Rs 23.58 crore on 31 March 1997 

towards reimbursement of expenditure incurred by Nuclear Power 

Corporation of India Ltd. (NPCIL) towards operation and maintenance of 

Rajasthan Atomic Power Station-I (RAPS-I). The cheque was not released 
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on the plea that NPCIL did not come forward to collect it. In fact, fresh 

cheque was drawn and issued to NPCIL on 28 August 1997. 

It is noteworthy the NPCIL owe Rs 227.62 crore to Government 

towards repayment of interest on Government loan. 
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Chapter XX : Ministry of Urban Affairs and Employment 

Department of Urban Development, Urban Employment & 
Poverty Alleviation 

There are two departments in the Ministry viz. (i) Department of 

Urban Development and (ii) Department of Urban Employment and 

Poverty Alleviation. 

The Department of Urban Development handles matters of urban 

development, water supply, sanitation, urban transport etc., while the 

Department of Urban Employment & Poverty Alleviation is responsible for 

implementation of the National Housing Policy, formulation of specific 

programmes/schemes/projects relating to poverty alleviation and 

employment in urban areas. 

20.1 Overall position of the grant 

During 1996-97, the overall position of total provision (including 

supplementary grant), actual expenditure, savings/excess and surrender in 

Grant No. 82 - Urban Development, Urban Employment and Poverty 

Alleviation in Revenue and Capital section (voted and charged) was as 

under : 

Table 20.1: Overall position of the grant 

Total 

provision 

450.91 

8.85 
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(Rupees in crore) 

Savings(-) -

48.83 

2.83 



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 110.85 crore 

constituting 20 per cenl 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) 

------!. Department of Urban Development 8.13 6.93 1.20 

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 

10. 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 

27.80 

10.26 

2.00 

1.20 

23 .00 

6.08 

29.00 

12.24 

6.49 

I. 1 l 

______ ,, 
I. Maintenance and repairs 21.50 34.01 12.51 

2. National Institute of Urban Affairs 0.60 1.79 .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 -



4217 

Urban Development, Urban Employment & Poverty Alleviation. Major 

head wise details of main excess expenditure are given below : 

Table 20.3: Excess expenditure over grants/appropriation 

(Rupees in crore) 

95 .00 

20.4 Analysis of excess expenditure 

20.4.1 Irregular re-appropriation of funds 

Major Head "4217-Capital Outlay on Urban Development" 

Ministry obtained a token supplementary grant of Rs one lakh 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 utilised for the balance requirement of funds. However, the 

Ministry of Finance did not agree to the proposal of the Department for 

reappropriation of savings in the revenue (voted) section to the capital 

(voted) section on the grounds that the savings of the revenue section can 

not be reappropriated to the capital section. 

Despite this, the Department issued reappropriation order 

transferring Rs 49.99 crore from revenue (voted) section to the capital 

(voted) section of the grant and released Rs 50 crore to DM RC on the pica 

that Parliament had already been informed about utilisation of savings 

within the grant. The Controller of Accounts did not accept the 

reappropriation of funds from the revenue section to capital section, which 

resulted in an excess of Rs 49.99 crore in the capital (voted) section of the 

grant besides a saving of Rs 127.54 crore (net saving of Rs 110.85 crore) in 

the revenue (voted) section. 



20.4.2 Excess expenditure under Major Head 4216-Capital Outlay on 

Housing 

Under the Major Head "4216" Capital Outlay on Housing, the 

Ministry incurred expenditure in excess of the approved provision under the 

following sub-head : 

Table 20.4.2: Excess expenditure under Major Head '4216'- Capital 

Outlay on Housing 

Total 

provision 

(Rupees in crore) 

- Excess 

- 42. 19 
- 8.94 

Release of Rs 0.52 crore 
to Delhi Urban Arts 
Commission attracted 
prov1s1ons of 'New 
Service/New Instrument 
of Service'. 

20.5 Expenditure on 'New Service/New Instrument of Service' 

As per the limits prescribed in Rule I 0 of Delegatton 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 0.3 I 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. I/ll(F) 

below Rule I 0 of Delegation of Financial Power Rules, for which prior 

approval of Parliament was not obtained. 



Grants to NIUA in 
infringement of limits of 
'new Service/New 
Instrument of Service'. 

Excess expenditure 
without sufficient 
provision offunds. 

(ii) In another case Ministry incurred an expenditure of Rs I. 79 crore 

towards grants-in-aid to National Institute of Urban Affairs against the 

provision of Rs 0.60 crore. 

The Ministry incurred an excess expenditure of Rs I. 19 crore 

against the approved provision of Rs 0.60 crore, without obtaining prior 

approval of Parliament for incurring additional expenditure of more than 

Rs I 0 lakh in terms of Government of India's decision (I) below rule I 0 of 

Delegation of Financial Power Rules which attracted the limitation of ' New 

Service/New Instrument of Service' . 

20.6 Excess expenditure without re-appropriation of fund 

As per provisions of Annexure ·A' to the note 3 under rule 66 of 

the General Financial Rules, it is an important part of the function of the 

Accounts Offices to see ~hat no payment is made in excess of the budget 

allotment under any sub-head or primary unit of appropriation. In cases 

where the existing provision is not sufficient to cover the payment, PAO 

can make payment only on receipt of an assurance in writing from the I lead 

of the Department controlling the grant so that necessary funds to 

accommodate the expenditure will be provided by issue of re-appropriation 

orders etc. 

Scrutiny of headwise appropriation accounts revealed that the 

Ministry incurred excess expenditure of Rs 12. 51 crore against the 

approved provision of Rs 21 .50 crore in Revenue (voted) section under the 

sub-head "Other Housing - Maintenance and Repairs" below Major Head 

'22 16 - Housing'. Since the PAO released the payment in excess of the 

provision, it is suggestive of deficient internal control. 

20.7 Rush of expenditure during the month of March 

Despite being pointed out in Appendix IX to para I 0. 7 of the 

Report of the C&AG of India for the year ended 3 I March 1996 - No. I of 

1997, expenditure ranging from 51 to 97 per cent of the total expenditure 

in 4 out of 13 major heads were incurred in the month of March 1997 as 

per details given below : 
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Table 20.7: Rush of expenditure 

Major head 

• 
Expenditure 

Incurred in 

March 1997 

2028. 10 

18.72 

5100.00 

419.10 

(Rupees in lakh) 

-
-Since more than 50 per cent of total expenditure on grants, loans 

and investments were released only in the month of March 1997 to various 

organisations, it was not possible to conclude whether these lunds were 

utilised during the year for the purpose for which these were authorised . 

20.8 Savings under specific sub-heads 

Under the following sub-heads there were large scale saving ranging 

from 28 to 100 per cenl of the provision. 

Table 20.8: Saving under various Schemes/ Sub-heads 

(Rupees in crorc) 

Sub head 

23 .00 

(28 %) 

1<>4 
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Receipt of small 
savings, Provident 
Funds, Reserve 
Funds, Deposits & 
Advances 

On revenue account 

On capital account 

On revenue account 

(Refers to Paragraph 2.5) 
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:. 

Note : Figures in brackets are percentages to GDP at current market price. 
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.Revenue 

,76415 
65895 
57911 

·. 49032 
39758 
33730 
28813 
23996 
21096 
17948 
15265 
13414 
12286 

(Refers to Paragraph 4.1) 
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17619 
L8703 
20708 
17370 
15205 
13794 
13431 
13805 
10173 
9005 
9769 
6248 
5664 
4720 
5666 
4155 
35 17 

Ru 



(Refers to Paragraph 4.3) 

1991-92 
CJoslng 
Balance 

584 
65 
24 
2 

ll 
12 

34 

90 

822 

1989-90 
Closing 
BaJa,nce 

434 
78 
19 

. 12 

27 

75 

647 

" ...... 

(Rupees in crore) 



~ 

·, ;; ,,,, ·,· , • · • _;;<'.< .. ,.· .. ·. :::A::• A:" '.i '"'l J• fi · .. . · . . · ' ··· , · . ' · · ·: :· .. · '· · ,. · ,, ·· .. , , ·. ·,,vn<; .. · · · '· a nntulX~=:r* dlterestr:a'UDJe.nt · '·:.· ·· '.·:: : ·.:.·, .... ·.· '·, . . ::_ :,· ,,_.. · · . . ... ,· · ... ·' . . ·:·.-:. ,.... : . . . . . ~ ...,.:: . . . . ... .. ., . . . .:·. ·. 

Internal 
debt 

27233 
22179 
19168 
15587 
13542 
11317 
9814 
8273 
6912 .~ 

5510 
4763 
3919 
3101 
2499 
2020 
1635 
1369 
1071 
887 
692 
643 

+-

(Refers to Paragraph 5.2) 

Small Savings, Total 
·PFs 

.27101 
22531 
20313 
16936 
13436 

-12083 
9413 
7513 
5801 

. 4490 
3489 
2869 
2153 
1733 
1455 
1182 
901 
822 
646 
553 
426 

.59478 
50045 
44060 
36741 
31075 
26596 
21498 
17757 
14278 
11251 
9246 
7512 
5974 
4795 
3938 
3195 
2604 
1829 
1829 
1521 
1374 

lntL Payment as 
.· ·.· I 

%ag~ ·~r total tax 
revenue 

·:t. ·s:f;6I . 
···• ·/Bo.o7 = 

52.62 
54.05 
4531 
42.72 
40.22 
37:22 
3422 

"32.08 
30.15 
28.02 
26.89 
24.55 
23.80 
21 .57 
21.41 
19.91 
18.65 
18.61 
18.06 



(Refers to Paragraph 5.2) 

Fiscal Deficit 

66733 
- . 60244 

57704 
60256 
40173 
36325 
44632 
35633 
30923 
27044 
26342 
23484 
17416 
13430 
12334 
8667 
8446 
6384 
5451 
3681 
3740 
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Ru ees in crore 

46.2 
=: 4).f?·:-r· 
'.3$.1/·.·. 

32.0 : 



(Refers to Paragraph 5.4) 

Ministry/Department A mount 

247. 14 

4.84 

0.77 ..... 

Commerce 88.08 

Deyelopment 13.20 
Commisioner of 
Handicraft, Delhi 

0.02 

0.47 

Fertilizers l.00 

198. 12 

2.45 

55.42 

3.03 

0.2 1 

60.56 

1.97 

16.80 

Family Welfare 67.91 

Health 265 .6 1 

Contd ::::> 
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Min~stry/Department Amount 

0. 13 

7887 1977-78 

6321 1986-87 

221 6 1987-88 

2783 1982-83 

14.47 

244.59 

17.66 

15.18 

0.05 

0. 10 

9.99 

28.52 

43.34 

4.00 

13.68 

146.62 

6.79 

0.]2 

Total 3605.35 

* Does not include outstanding utili sation ce11ificates in respect of Banking Di vision 
PAO, ERIS and Banking. 
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(Refers to Paragraph 7 .2) 

Ru ees in crore 

-". 

178 



• 

I Investment at the end of the 
year I ~:::p1:~:~~:~~;ieties 

:Jl::::=::::::=::: btV1dend receJVed 

·111~11 .. IJ./ii::i, Percentage of dividend 

!~:~··=-.i:j'i:JI:· Cooperative Credit Societies 

I ~~:~:::g~~::~dend 
··1:1~:::11~l International Bodies 

l:~!/1:1~~1·11.1~ Total Investment 

• Excludes Reserve Bank of India 

- 1993-94 •1 1995-96 -

726.69 

45.74 ' 

6.29 

0.19 

NA 

A 

II 
1:111:111111111:1111111111111111 ilillllllllllll 

-

696.50 

49.52 

7.11 

0.07 

NA 

NA 

• 6:~::.~~ 1117::~:.~: 
1fJi::l~69.lt7/Jj: 953.20 ''''''''''''1'2HF50''''''''''' 1748 33 

:::rnrnwrrnr:=:r::::::::::::=:: ,:_,.,l_,1:1.1_:1_,1:1·::1.l_:l,i:!.!_::.i:l __ ,·:i.·:i_,·_,i,l_:i_,·_: .. :._:',!,~=:=:=!,,l_~.·.:_~_!_:·:.=~_:i_:.',i,;_'_::=~=:':':.=:,._:_,~_:·_,1_:1:: ... _:i.:1_·.i.=:_: .. =!_:/ 2·•37 :;;;::i::;:;i:::(!\Jf:ll::::::::~:: 1.51 ~.T:n~ ' 
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(Refers to Paragraph 7.2.1) 

180 

(Rupees in crore) 

Net profit/loss . 
before tax during 

1995~96 

0.513 

0.31 

307.75 

23 .92 

22.66 

3.90 

206.26 
7.37 

0.19 

23 .74 

181 .12 
208,84 

25.24 

106.86 

4.72 

0.88 

0.12 

7.60 

1132.01 



Capital Written down 

(Refers to Paragraph 7.3) 

1369.92* 
] 36.29* 

850.00 
1506.21 -

(Rupees in crore) 

365 .00 
45 .00 

635.00 



(Refers to Paragraph 8.1) 

66733 
60244 ·. 
>5770(+ 
60256 
40173 
36325 
44632 

, 35633 
30923 
27044 
26342 
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Ru ees in crore 



/' 

(Refers to Paragraph 8.4) 

~evenue 

32654 
29731 
31029 
32715 
18574 
16261 
18561 
11914 
10515 
9137 
.--: 

7579 
5565 
3498 
2398 
1254 
293 

1702 
696 

* 
-- "' 

* 

Ru ees in crore 
Loans. and· 
Advances 

20339 
17811 
17391 
14263 ' 
9941 

11701 
13939 
11909 
10152 
8613 
9306 
9940 
6444 
5260 
6397 
4075 
3203 
3259 
3584 
1867 
2230 

* There was a revenue surplus of Rs 280 crore, Rs 429 crore and 
Rs 292 crore during 1976-77, 1977-78 and 1978-79 respectively. 
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* 

71039 
58537 
50264 
46939 
35653 
30864 
24319 
19855 
18996 
14458 

Current rate of exchange is not available . 

(Refers to Paragraph 9.1) 



(Refers to Paragraph 9.10) 
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) 

(Refers to Paragraph 10.4.2) 
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3.61 
4.76 

1065~ 
4.62 

324.03 

5.83 



y 

(Refers to Paragraphs 10.5.1 and 10.5.2) 

Head of Account 

ii) 6002-218-LoanfromKuwait 
iii 6002-203-Loan from Bel ·um 
iv) 6002-220:.Loanfrom Govt. of 
Netherlands 
v) 6002-221-;Loan from OPEC Special. 
Fund 
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Head of Account 

ii) 8443- l 17::Deposits for work done for 
ublic bodies or rivate individuals 

i) 8656-104-Bronze and Copper Coinage 
Account 

ii) 8656-JOS-Nickel Coinaue Account 
iii)6001-106-Compensation and other 
bonds 
a. Special Bearer Bonds 1991 
b. P.P. Bonds 1964 
c. 5 year interest free prize bonds 1965 
d. Loan from LIC 
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'· 

Appendix XVI 
(Refers to Paragraph 11. 7) 

Rush of expenditure during the month of March 

Description of the Grant and Major Head 

3602-Grants-in-aid to Un ion Territory 
Governments 
49-Department of Culture 
3601-G rants-in-aid to State 

83-Public Works 
..J403-Capital Outlay on Animal 
Husbandry 
85-Ministry of Water Resources 
4701-Capital Outlay on Ma.ior and 
Medium Irrigation 
97-Andaman and Nicobar Islands 

,,;;::;t.::{:i 2245-Relief on account of Natural 
::'tjt'.};i;); Calamities 
>td< 2885-0ther Outlays on Industries and 

;::!!f:IJ:lll1 ~s02~~!s>ital Outla · on Shi 

Total 

191 

E>.."))enditurc 
in March 

64.00 

670.88 

17432.05 

529.00 

1 JO..J.21 

36.UO 
6369.58 

3324.34 
332.99 

869.00 
151. 75 

313.38 

1801.30 

20..J91.02 

62.39 

575.3-l 

75...Jl 

155.1..J 

911.13 
55597.31 



Appendix XVII 
(Refers to Paragraph 13.4) 

Surrender of funds 
Instances of cases where the amount greater than 20 per cent of the savings and 
Rs one crore not surrendered : 

Grant/ Appropriation 

:::rlMWM 4 - Department of Animal Husbandry 
:·· and Dairying . > 

7 - Department of Civil Aviation 
. 9 - Ministry of Civil Supplies, 

Consumer Affairs and Public 
Distribution 
11 - Department of Commerce 
22 - Ministry of Environment and 

:Nhk:q Forests 
:l:Ml\t 25 - Currency, Coinage and Stamps 
'*>it*"''''<ll'~ !~'f.!Xh@ 34-Department of Revenue 
:~:.:..-:::::..~:~:;::::_:::-: . 
===a=~#l!:·:J 35 - Direct Taxes 
::!;: .. -:~::;::::~:::~::::::: - ... 
t9%%@! 36 - lndireet Taxes 
il!~i~ll 37 - M~n!stry~fFo?d . 
~,~, .,,, ,.;,.,,,.,,~ 42 - Mnustry ofBome Affairs 
ff 44 - Police · · · · · 
' 45 - Other E~penditure of the 

Ministry of Home Affairs 
48 - Department of Youth Affairs & 
Sports ... 
49 - Department of Culture 
50 ·Department of Women and Child 
Welfare ·· 
53 - Department of Heavy Industry 
·55 - Information, Films and Publicity 
57 • Ministry of Labour 
59 - Election Commission 

~2lh•:i:::1 62 - Ministry· of Mines 
:::~-:-:·:·:·:-::S:~':.:. ... : 

~$.Z.%% 65 - Ministry of Personnel, Public 

I ~~·~if §l~t~;;:.ti~ 
!ii26.H#! 74 ·Department of Science and 
m1~~~~~ Technology .• ·••·· . . . 

78 - Ministry ofSurface Transport 
79-Roads . . · 
81 • Ministry. of.Textiles 
82 - Urban J>ev.elopment., Urban 
Employmeilta·il~. Poverty Alleviation 
86 ,., :Min.is~ry O.fWelfare 
87 • A~om1¢ e.n¢qti' .-: , 

:L ..... ~~~ :~.· = ~~ti~~~fi\~~ll1ofa~Islands 
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ees in crore) 

• 
Amount Percen-
surren- tage not 
dered surren-

dered 

·13.07 37.16 

7.21 29.93 
9.19 81.14 

102.94 27.32 
9.53 70.88 

14.56 36.34 
1.76 86.46 
2.00 76.64 
6.15 60.63 
2.31 33.62 

100.00 
1.35 96.41. 
1.20 96.01 

0.14 88.98 

100.00 
14.36 25.40 

0.48 92.71 
0.08 94.97 

65.02 26.60 
100.00 

4.95 71.42 
1.10 86.94 . 

17.29 · 27.os 
l.35 / 49~81 
5,41 52.38 
4.88 54.73 

14.25 29.91 
5.62 83.75 

66.08 27.39 
48.83 ·.·: 55.95 

1.07 ·· 88.27 
100.00 

4.67 21.25 
8.04 38.34 

.!... 



,. 

Amount 
surren­
dered 

- Grant/ Appropriation • 

ffi==::-~=;-=:=:=~=============9~ffim§rnt5.JUt~:.ffim~w====~ 

i~li!~~IJI.•·~~ =~~~:~~~~tiZ:t~r0n~;n;~~~rs ·.·· 
:1\i~MH 25- Currency, Coinage and Stainps 
MttlHM 29 ..; Loans to Go\;'ernment Servants 

Per(;en­
tage:not 
surren-
dered 

100~00 

38A1 
59d7 ... 

AL35 . 
31.40 

31.03 
99.38 • 

100.00 

77.91 
96.48 
35.68 

26~95 
lQ0.00 
. 41,88 

72,94 
63.77 
46.13 

100.00 

:miSMM 30 - Re a ment of Debt 'Hat:!l6.$~(iZ.M 11753.90 ::UJl:1i:t:l;ll~J1 62.65 
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APPENDIX xvm 
(Refers to Paragraph 13.5) 

Major variations in recoveries 

Details of major variations between budgeted recoveries and actuals adjusted in 
reduction of expenditure 

u ees in crore 
..-..-..-....... ~~~~~~ .............. ...--.......................................... ~!!!!!.'!!'.'~~~...---:-....... ~-m:.~ 
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82.33 

70~50 
37.17 

l 26.87 
88.31 

36.00 

58.21 
.35.77 
i'oo.oo 
100;00 

46.67 '' 
97.29 
37 .• 63 
63.66 
39.87 
40.24 
21.32 

·~1~i~~&\ti~i~ 
87.10 
72.07 
20.96 
46.42 

24.17 
547.00 

65.17 
·~:'~lllliit11l~ 

31.13 



( 

Appendix-XIX 
(Refers to Paragraph 14.1.1) 

Significant cases of major re-appropriation which were Injudicious on account of non-utilisation 

it~~ 
. '".~u~;~~~~ ~ff~ 'if[ 
.. s:.~app:ropnaJ.i()J).f 
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Amortisation 

Appropriation 

Appropriation 
Bill 

Appropriation 
Act 

Appropriation 
Accounts 

Budgeted 
Recoveries 
Actual 
Recoveries 

Book of 
Demand for 
Grants 

Appendix XXI 

GLOSSARY 

The retirement of debt by serial payments of principal and interest, 
usually over a period of time. 

Appropriation means assignment to meet specified expenditure, of funds 
included in a primary unit of appropriation 

As soon as may be after the grants under article 11 3 have been made by 
the House of the people there shall be introduced a bill to provide for the 
appropriatiobn out of the Consolidated fund of India of all money 
required to meet (a) the g rants so made by the H ouse of People (b) the 
expenditure charged upon Consolidated fund of India but not exceeding 
in any case the amount shown in the statement previously laid before the 
Parliament. 

When appropriation bill has been passed by the Parliament it shall be 
presented to the President and he assents to the Bill after that it becomes 
act. 

Appropriation Accounts present the total amount of funds (original and 
supplementary) authorised by the Parliament in the budget grants under 
each Voted and charged appropriation vis-a-vis the actual expenditure 
incurred against each and the savings or excess under each grant of 
appropriation. Any expenditure in excess of the grants required 
regularisation by the Parliament. 

The demand fo r grants are for the Gross amount of Expenditure i.e. 
inclusive of recoveries arising from use of stores etc . procured in past or 
expenditure transferred to other department or Ministry are called 
budged recoveries. 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 separately by way of foo t notes, presented to Parliament at 
two levels. The main Demands for Grants are presented by the Mi nistry 
of Finance alongwith the Annual Financial statement . The detailed 
Demand for Grants are laid on the table of Lok Sabha by the concerned 
Ministries a few days in advance of the discussion of respective 
Ministry' s demand in that House. 

As the demands for grants are for gross expenditure and the Annual 
Financial Statement gives the net amount to be expended under each 
head, the total of the two should be reconciled after adjustment of the 
recoveries taken in accounts in reduction of gross expenditure. 
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Book of 
Supplementary 
Grant 

Consolidated 
Fund of 
India(CFI) 

Contingency 
Fund of India 

Capital and 
Revenue Section 

Charged 
Appropriation 

Voted Grants 

Debt service 

External Debt 

Excess Grant 

, 
If the amount authorised by any law made in accordance with the 
provisions of article 114 to be expended 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 
supplementary or additional expenditure 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 11 5( 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 Revenue Account (Revenue Receipts and Revenue 
Expenditure) and Capital Account (Public Debt and Loans etc.). See 
also Public Account. 

Parliament may by law establish a contingency fund in the nature of an 
imprest to be entitled "The Contingency fund of India" into which shall 
be paid from time to time such sums as may be determined by such law, 
and the said fund shall 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 article 116. 

Capital section contains the provisions for expenditure which generally 
met from receipt of a capital , debt, deposit, or banking character as 
di stinguished from the Revenue Section, Expenditure under which 
derived from taxes, duties, fees, fines and similar items of current income 
including extra ordinary receipts. It is open to Government to meet 
Capital expenditure fron; ordinary revenues provided there are sufficient 
revenue resources to cover this liability. 

Sums required to meet expenditure ' Charged ' on Consolidated fund 
under A1iicle 11 2(3) of the Constitution is called charged Appropriation. 

Sums required to meet other expenidture for which vote of Parliament is 
required under article 1 13 (2) of the Constitution is called voted grant. 

Payments 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 expenditure m individual ' segment' of 
grant/appropriation, i.e. Revenue (Charged) Revenue (voted), 
Capital(Charged) and Capital(Voted), exceeds the authori sation as such 
the grant/appropriation is termed as excess grant . 
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Fiscal Deficit 

Internal Debt 

Major Head 

Minor Head 

Monetised 
Deficit 

New Service 

Original Grant 

Public Accounts 

Public Debt( of 
India) 

Reappropriation 

Saving 

Stock 

Surrender of 
Saving 

Excess of Capital and Revenue Expenditure over Revenue Receipts and 
recoveries of Loans and Advances. 

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

The main unit of classification in account is known as Major Head. A 
four digit code has been allotted to the Major Head, the first digit 
indiGating whether the major head is a receipt 'head or Revenue 
expenditure head or Capital expenditure head or Loan head. 

Three digit code has been allotted to the Minor Head starting from "001 " 
under each sub Major head/Major head (where there is no sub maJOr 
head) . 

Net RBI credit to Government of India. 

Government has prescribed certain financial limits for different categories 
of expenditure beyond which the expenditure constitute "new 
service/new instrument of service" . 

The amount provided for the sanctioned budget fo r any service in a 
financial year is called original grant or appropriation. 

All moneys other than those included in the Consolidated Fund, received 
by or on behalf of Government of India are credited to the Public 
Account of India [Article 266(2) of the Constitution of India]. It 
includes transactions relating to ' debt ' other than those included in the 
Consolidated Fund of India. Public Account transactions are not subject 
to vote/appropriation by Parliament and the balances are carried forward. 

I 
I 

Borrowing by the Government of India internally as well as externally. 

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

When expenditure fall short of budget provision it results into saving. 

A form of Government security held as stock certificate and not 
transferable by endorsement and delivery but by executing a transfer deed 
and by registering the transfer in the books of the Public Debt Office. 

Department of the Central Government shall surrender to the Finance 
Ministry, before the close of the financial year, all the anticipated savings 
noticed in the grants or appropriations controlled by them. The Finance 
Ministry shall communicate the acceptance of such surrenders as are 
accepted by them to the Audit Officer and/or the Accounts Officer, as 
the case may be, before the close of the Financial year. 
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·Treasury Bills A form of ~ecurity by which Government borrows money for short 
periods, say 91 days, but of late even upto 364 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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