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Preface

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

Chapters I and II of this Report respectively contain Audit observations
on matters arising from examination of Finance Accounts and
Appropriation Accounts of the State Government for the year ended
31 March 2002.

The remaining chapters deal with the findings of performance audit
and audit of transactions in the various departments including the
Public Works and Irrigation Department, audit of Stores and Stock,
audit of Autonomous Bodies and departmentally run commercial
undertakings.

The Report containing the observations arising out of audit of Statutory
Corporations, Boards and Government Companies and the Report
containing such observations on Revenue Receipts are presented
separately.

The cases mentioned in the Report are among those which came to
notice in the course of test audit of accounts during the year 2001-02 as
well as those which had come to notice in earlier years but could not be
dealt with in previous Reports; matters relating to the period
subsequent to 2001-02 have also been included wherever necessary.
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OVERVIEW

This Report contains two Chapters on the observations of Audit on the State's
Finance and Appropriation Accounts for the year 2001-02 and five other
Chapters comprising 3 reviews and 26 other paragraphs, based on the audit of
certain selected programmes and activities and financial transactions of the
Government. A synopsis of findings contained in the Report is presented in
this Overview.

1 The Finances of the State Government

(B8] While the liabilities grew by 17 per cent, the assets grew by 9 per cent.

(28 The share of Revenue Receipts in the total fund decreased from 74 per
cent in 2000-01 to 67 per cent in 2001-02. The share of recoveries of
loans and advances also decreased from 0.74 per cent to 0.38 per cent.
The share of receipts from public debt increased from 18 per cent to 27
per cent. The share of net receipts from the Public Account declined
from 7 to 5 per cent.

(A8 The Revenue expenditure accounted for 88 per cent of total funds
available during 2001-02.This was higher than the share of the revenue
receipts (67 per cent) which led to Revenue Deficit. While the share of
capital expenditure in total application of funds increased from 8 per
cent to 10 per cent lending for development purposes decreased from
2.49 per cent to 1.13 per cent during the period.

(38 Annual growth of revenue receipts, after declining to a moderate 2.08
per cent in 1998-99, increased sharply to 14.12 and 26.68 per cent in
the subsequent two years. With overall revenue receipts declining in
absolute terms in 2001-02, its annual growth for the first time turned
negative by 2.01 per cent in the current year.

(8 While on an average, around 60 per cent of the revenue had come from
the State's own resources, central tax transfers and grants-in-aid
together continued to contribute nearly 40 per cent of the total revenue.

(8 While the own taxes of the state recorded a trend growth of 12.98 per
cent during 1997-2002, the non-tax revenue recorded a growth of 3.81
per cent only. The trend growth of revenue from the central taxes and
grants-in-aid was 11.81 and 11.65 per cent respectively.

0 The rate of growth of total expenditure was only marginally higher
than the rate of growth of revenue receipts during this period. Total
expenditure GSDP ratio, increased from 18.34 per cent in 1997-98 to
20.98 per cent in 2001-02. There was also a decline in the ratio of
revenue receipts to total expenditure from 70.96 per cent in 1997-98 to
67.63 per cent in 2001-02, indicating that only a little over two thirds
of the State's total expenditure was met from its current revenue,
leaving the balance to be financed by borrowings.

(xi)
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(8]

Plan expenditure declined from 31.14 per cent of total expenditure in
1997-98 to 22.13 per cent in 2001-02. Similarly, capital expenditure
declined from 21.81 per cent in 1997-98 to 10.23 per cent in 2001-02.
There was also a decline in the share of development expenditure from
68.76 per cent in 1997-98 to 59.35 per cent in 2001-02.

The revenue deficit increased from Rs 582 crore in 1997-98 to
Rs 3,796 crore in 2001-02. The fiscal deficit, which represents the total
borrowings of the Government and its total resource gap, increased
from Rs 2,552 crore in 199798 to Rs 5,749 crore in
2001-02. State also had a primary deficit increasing from Rs 655 crore
in 1997-98 to Rs 1,871 crore in 2001-02.

Overall fiscal liabilities increased from Rs 19,261 crore in 1997-98 to
Rs 39,970 crore in 2001-02 at an average annual rate of 19.55 per cent.
These liabilities as ratio to GSDP increased from 29.8 per cent in
1997-98 to 46.7 per cent in 2001-02 and stood at 3.29 times of its
revenue receipts and 5.57 times of its own resources.

Average interest rate on fiscal liabilities at 10.45 per cent during 1997-
2002 exceeded the rate of growth of GSDP by 2.57 per cent.

The net funds available on account of the internal debt and loans and
advances from Government of India after providing for the interest and
repayments varied from 19.1 per cent to 42.5 per cent during 1997-
2002. The net funds available declined to a level of 30.8 per cent of
total new loans in 2001-02.

As on 31 March 2002, 30 Statutory Corporations, Rural Banks,
Government Companies and Joint Stock Companies with an aggregate
investment of Rs 1,944.23 crore were incurring losses and their
accumulated losses amounted to Rs 1,049.73 crore.

Total outstanding loans amounted to Rs 2,799 crore. Overall interest
received against these advances had declined to 3.04 per cent during
2001-02.

The financial results of 5 major and 12 medium irrigation projects with
a capital expenditure of Rs 2,810.64 crore at the end of March 2002
showed that the schemes suffered a net loss of Rs 349.12 crore.

As of 31 March 2002, there were 300 incomplete projects with
Rs 1,760 crore invested.

(Paragraphs 1.1 to 1.11)

Appropriation Audit and control over expenditure

The supplementary provision of Rs 4,264.69 crore constituted 17 per
cent of the original budget provision of Rs 24,598.52 crore. In 19 cases

(xit)
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supplementary provision aggregating Rs 158.12 crore proved
unnecessary while in respect of "Public Debt" supplementary provision
of Rs 3,307.93 crore proved insufficient resulting in excess
expenditure of Rs 96.50 crore.

(' The expenditure exceeded the budget provision in five grants and
seven appropriations (13 cases) by Rs 1.03 crore and Rs 96.56 crore
respectively. Excess expenditure of Rs 728.94 crore for the years
1996-2001 was also yet to be regularised.

3 Surrender of Rs 1,624.10 crore was made on the last working day of
the financial year. In 19 cases savings of Rs 204.25 crore was not
surrendered and in 6 cases Rs 71.16 crore were surrendered in excess.

(0 Expenditure aggregating to Rs 192.66 lakh was incurred in 2 cases
without any provision either in the original estimates or in the
supplementary demands.

(B8] Out of 543 heads of account, explanations for variations were not
received in respect of 174 (32 per cent) heads of account as of August
2002.

(Paragraph 2.1 to 2.3)

3. Integrated Audit Including Manpower Management of Public
Works Department

Public Works Department is responsible for construction/repairs and
maintenance of all buildings, roads (including National Highways), bridges
and other related structures financed from State and Central budget
allocations. Expenditure of Rs 1811.80 crore was incurred during 1999-2002.
Cases of deviation from specification of Indian Road Congress (IRC),
irregular selection of roads for loan from National Bank for Agriculture and
Rural Development, delay in completion of 37 packages (54 per cent) out of
69 packages of Pradhan Mantri Gram Sadak Yojana road works targeted for
completion were some of the serious lapses noticed. More significant points
noticed were:

(28] Rs 3.59 crore provided for State Highways (SH) was irregularly spent
on district and village roads.

(B8] Rs 1.14 crore was incurred in excess on execution of liquid seal coat
instead of sand seal coat and on surface dressing, not required as per
IRC specifications.

(B8] Infructuous expenditure of Rs 17.58 crore was incurred on projects
proposed for World Bank assistance and subsequently dropped.

(8 Works for Rs 23.73 crore were taken up though ineligible for loan
assistance from National Bank for Agriculture and Rural Development.

(xiii)
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J  Rs 44.87 crore provided under Pradhan Mantri Gram Sadak Yojana
was not utilised.

(B8] Extra expenditure of Rs 2.18 crore was incurred due to unwarranted
widening of SH 5 (Rs 1.05 crore), acceptance of tender at higher rates
(Rs 0.30 crore) and incorrect rate analysis (Rs 0.83 crore).

(B8] Unfruitful expenditure of Rs 13.36 crore was incurred on works lying
incomplete.

AN Cases of pilferage/shortage of bitumen amounted to Rs 1.48 crore.

(Paragraph 4.1)

4. Desert Development Programme (Phase I) (Watershed)

Desert Development Programme (Phase-I) (Watershed) was started in 1995.
917 watersheds costing Rs 200.28 crore sanctioned by District Rural
Development Agencies could not be completed during project period which
had to be extended upto March 2002. In test-checked districts, development
activities falling short of sanctioned activities, inadequagy of integrated
development activities of watersheds, delayed formation of Watershed
Committees and absence of Users Groups/Self Help Groups made the
Programme unsuccessful. The assets were not transferred to Gram
Panchayats/Watershed Associations (WAs) and inadequate collection of
contribution was made under Watershed Development Fund required for
sustainable use of created assets. Significant points noticed were as under:

L  Only Rs 168.95 crore was spent out of Rs 197.37 crore released.
Rs 3.72 crore was diverted.

A Against requirement of 472 WAs, in test-checked districts only 176
were formed. Development works of 47 watersheds involving
expenditure of Rs 6.48 crore were executed without Peoples’
Participation. Rs 8.28 crore was irregularly credited to State revenue.

(B8] Out of Rs 3.80 crore, only Rs 1.57 crore (42 per cent) was spent on
Training Programmes.

(B8] Unauthorised utilisation (Rs 1.00 crore), unsatisfactory execution of
works (Rs 75.58 lakh), unauthorised retention of money (Rs 16.48
lakh) and unfruitful expenditure (Rs 12.27 lakh) by Programme
Implementing Non-Government Organisations were noticed.

(18] Splitting of 45 watersheds covering 45 villages into 143 watersheds
resulted in more than one watershed in each village at the cost of 98
other villages and irregular/excess expenditure of Rs 3.73 crore on
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Programme Implementation Agencies activities. Due to above
splitting, 6 watersheds of 500 hectare each sanctioned in Jaisalmer had
population of 20 to 55 persons only.

(B8] Contour bunds constructed at a cost of Rs 1.09 crore without
vegetative hedges resulted in failure in moisture conservation.
Moisture conservation activities valuing Rs 8.24 crore were not
followed by production activities depriving cultivators of intended
benefits. Also Rs 2.76 crore was incurred on Kanna bunding which
was unsustainable.

(88 Drainage Line Treatment works in 65 watersheds costing Rs 2.91 crore
were not according to technical parameters.

28] Beneficiaries’ contribution for Watershed Development Fund was less
by Rs 1.07 crore.

(B8] Works costing Rs 5.72 crore were not executed as per Detailed Project
Reports. Rs 4.82 crore was spent on development works in Canal
area/Irrigated area not requiring any treatment. Rs 24.50 crore was
disproportionately spent in 367 watersheds with lesser coverage of
land.

(Paragraph 6.1)

5.  Swaranjayanti Gram Swarozgar Yojana

Swaranjayanti Gram Swarozgar Yojana (SGSY) aimed at covering all aspects
of self employment was introduced by Government of India from April 1999.
The Programme was implemented in an unplanned manner, lacking
conceptualisation of SGSY through cluster approach and continued to be
governed by the guidelines of the erstwhile Integrated Rural Development
Programme pattern. Ninety four per cent of the Swarozgaris surveyed did not
earn as envisaged monthly income of Rs 2,000. Other significant points were
as under:

(88 There was less receipt of Central funds by Rs 4.46 crore due to unspent
balances in previous years.

n As against coverage of 18 per cent of the rural population below
poverty line (BPL), the coverage was only 6 per cent. The allocation of
funds to a district was not linked to BPL population. Self Help Groups
covered only 2 per cent of the BPL population.

(B8] Excess infrastructure expenditure was Rs 21.96 crore.

(28] In 234 blocks, Project profiles were not prepared. Swarozgari-wise
“Vikas Patrika’ an identity-cum-monitoring card was not maintained.

(xv)
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(38 Rs 9.34 crore was blocked on 9,341 incomplete/unallotted/
disputed/closed shops.

(18 14 works involving Rs 63.46 lakh were not taken up due to wrong
selection of site.

(B8] Despite deficient execution of Jhalawar Special Project, Rs 1.54 crore
were sanctioned to a Non-government Organisation.

(B8] 75 per cent of the benefits have flown to Milch cattle sector while in
the tertiary sector 53 per cent of the benefits have flown to shops
instead of development of micro-enterprises in the rural areas.

(Paragraph 6.2)

6. Functioning of Stores Purchase Organisation in Medical and
Health Department

The Stores Purchase Organisation (SPO) set up in the Directorate of Medical
and Health Services finalises the Rate Contract (RC) for various
drugs/medicines, equipment and instruments (E&I) on the basis of Drug
Purchase Policy framed (1988) by the State Government. Significant points
noticed during test-check were as under:

(28] RCs were issued at higher rate due to non-comparison with market rate
(6 cases); delay in issue of RCs ranged between 2 and 12 months (63
cases) and the duration of RCs ranged between 2 days to 21 months
against the prescribed period of 2 years.

(28] Several Public Sector Undertakings supplied drugs at rates higher
(range between 1 to 206 per cent) than to other Government indentors
in the State.

(88 SPO did not maintain even the basic records properly to evaluate the
reasonableness of rates and requirement of drugs/medicines.

( Non-observance of terms and conditions of tender document resulted
in purchase of drugs without USP specification/irregular purchase. No
action was taken for non-supply of drugs/supply through distributors
worth Rs 4.21 crore and supply of sub-standard drugs.

(B8 Out of 46 X-Ray machines purchased during 1995-96, 15 were not
installed within guarantee period and 2 were yet to be installed
(October 2002).

(Paragraph 3.5)
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Externally Aided Projects.

A test-check of records relating to 2 Externally Aided Projects viz.;
Agricultural Development Project and Indian Population Project-IX revealed
as under:

(a)

(b)
(

Agricultural Development Project

State Government could not avail the balance credit of US § 7.20
million (Rs 32.83 crore).

Cases of unfruitful expenditure on development of Animal Exchange
Markets due to insufficient construction (Rs 3.10 crore), on training
under Gopal scheme because of high dropout (Rs 8.33 crore), on
abandoned scheme of reorganisation and strengthening of State Sheep
Breeding Farms (Rs 1.63 crore) and on Community Lift Irrigation
Schemes closed due to non-payment of electricity bills (Rs 48.86 lakh)
were noticed.

Average cost of construction of roads increased by Rs 4.35 lakh per
km due to delay in land acquisition, price escalation and delay in
construction.

Expenditure of Rs 18.36 crore on instruments and consultancy proved
unproductive as out of 28 telemetry stations only 9 were operational.

Indian Population Project-I1X

Out of total funds of Rs 107.21 crore, Rs 94.97 crore was spent and
Rs 12.07 crore had not been refunded to Government of India.

International Development Association (IDA) share in respect of 809
sub-centres constructed worked out to Rs 9.07 crore against which
Rs 10.88 crore was debited to the project as IDA share resulting in
excess reimbursement of Rs 1.81 crore from IDA.

Delay in execution of work of 145 buildings resulted in escalation of
cost by Rs 13.55 crore.

Against provision of Rs 17.01 crore under the project for procurement
of equipment, furniture, etc., procurement was limited to Rs 6.03 crore
at the end of the project.

(Paragraph 4.2)

Excess payments and blockage of capital on Survey and
Planning work in Stage-Il of Indira Gandhi Nahar
Pariyojana

For conducting the survey and planning work of Stage-II of Indira Gandhi
Nahar Pariyojana (IGNP), an agreement was executed (February 1989)

(xvii)




Audit Report (Civil) for the year entled 31 March 2002

between the Government of Rajasthan and Water and Power Consultancy
Services (India) Limited (WAPCOS), New Delhi (Government of India
Undertaking). In test-check it was noticed that:

(B8] Undue benefit of Rs 14.20 crore was extended to WAPCOS due to
non-invitation of open tenders and not conducting survey
departmentally.

L Irregular advance payment of Rs 1.09 crore to WAPCOS.

(28] Blocking of funds of Rs 14.30 crore due to non-construction of water
courses in surveyed area.

(Paragraph 4.3)

9. Lift Canal System of »In‘dita Gandhi Nahar Pariyojana -
Stage-11 sy Ly ’

Project Estimates of five lift canal systems of IGNP were last revised in 1993
to Rs 672.91 crore, against which expenditure of Rs 402.08 crore (60 per cent)
was incurred upto March 2002. Significant points noticed were as under:

(B8] Excess booking of expenditure of Rs 5.58 crore on account of work
charged establishment inflated the cost of works.

2 Unplanned execution of works resulted in blocking of Rs 73.02 crore.

N Inspite of incurring an expenditure of Rs 402.08 crore only 12 per cent
Culturable Command Area was opened for irrigation.

(B8] Inspite of having sufficient manpower within the department, survey
and investigation work was got conducted by outside agencies for
Rs 7.06 crore.

(28] Survey to assess the actual land requirement was not conducted and
execution of works without acquisition of land resulted in blocking of
Rs 2.47 crore due to hindrance by the land owners.

(28] Avoidable extra expenditure of Rs 1.21 crore, was incurred due to
allotment of work on the basis of unapproved drawing/design.

(28] Non-commissioning of Pumping Stations resulted in blocking of
Rs 20.36 crore.

&0 Rs 25.27 lakh incurred on restoration of canal was infructuous as it
was breached due to failure to conduct the soil test.

(8 Miscellaneous Public Works Advances remaining to be recovered was
Rs 50.89 crore.

(Paragraph 4.4)
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1 10.  Arbitration cases in Irrigation Department

In case of disputes with contractors, the Irrigation Department could appoint
Sole arbitrators under Clause 23 of the agreement (prior to August 1993). In
cases of agreements made after 30 August 1993 the matter of dispute is
referred to the Empowered Standing Committee (ESC). In audit, significant
points noticed were :

(28] Out of 122 arbitration awards published, 12 were in favour of
department and 110 against.

& Extra financial burden of Rs 8.90 crore was incurred by the department
due to non-fulfillment of contractual obligations.

(B8] Irregular withholding of the amount due to contractors resulted in
avoidable payment of interest of Rs 1.85 crore.

(B8] Laxity on the part of department resulted in extra financial burden of
Rs 15.94 crore.

(B8] Extra interest liabilities of Rs 73 lakh was awarded by the arbitrators.

(Paragraph 4.5)

11. National Scheme of Liberation and Rehabilitation of
Scavengers and their dependents

National Scheme of Liberation and Rehabilitation of Scavengers was launched
in 1980-81 as a Centrally sponsored scheme to liberate scavengers and their
dependents from prevalent hereditary obnoxious and inhuman occupation of
manually removing night soil and filth and to engage them in alternative and
dignified occupations. Significant points noticed during test-check were as
under:

(B8] Out of Central assistance of Rs 44.49 crore made available for training
and rehabilitation only Rs 11.06 crore was spent.

(B8] Survey was not conducted properly and 87,938 scavengers were
identified in the survey of -1992 which was revised to 57,736 in 1994,
further reduced to 11,607 in 2000-01 and increased to 12,613 in May
2002.

(88 Out of Rs 55.96 crore available for construction/conversion of dry
latrines into water borne flush latrines, Rs 10.11 crore remained
unutilised and out of 4.63 lakh latrines planned, 1.95 lakh latrines
remained to be constructed/converted.

& Rs 1.68 crore were diverted for construction of kiosks under Chief
Ministers' Rozgar Yojana and for other purposes.

(xix)
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(B8] 25 per cent of the cost of flush latrines (Rs 1.94 crore) recoverable
from the beneficiaries was not recovered (August 2002).

(Paragraph 6.4)

12.  Rural Housing (Indira Awaas Yojana)

Indira Awaas Yojana (IAY) implemented by Government of India (GOI) as an
independent scheme from January 1996, aimed at giving financial assistance
for construction of dwelling units to rural families below poverty line (BPL),
Scheduled Castes/ Scheduled Tribes (SC/ST) population and freed bonded
labourers. The GOI also launched 5 housing schemes during 1999-2001 to
ensure greater coverage of Rural Housing Sector. Of these, 2 schemes were
not implemented in the State. Significant points noticed were as under:

(28] Rs 7.61 crore was lying unutilised as of March 2002.

38| During 1997-2002, Rs 31.38 crore was short released to the scheme by
the GOI and State Government. In Bikaner district, Central assistance
received for flood affected BPL families was in excess of requirement
by Rs 5.34 crore, which had not been refunded to GOI.

(B8] In 5 District Rural Development Agencies interest of Rs 10.92 lakh
was credited to the scheme as against interest of Rs 41.08 lakh which
could have been earned on monthly minimum balances of total funds
received.

(AR ] Expenditure of Rs 94.63 lakh remained unfruitful as the houses were
lying incomplete due to non-release of subsequent instalments on
account of unsatisfactory progress of the works.

(28] 71 and 72 per cent of the new houses constructed and 77 and 79 per
cent of the houses upgraded were not provided with sanitary latrines
and smokeless chulhas respectively. Similarly, under Pradhan Mantri
Gramodaya Yojana (Gramin Awaas) these facilities were not
constructed by 69 and 72 per cent beneficiaries respectively.

L In 26 Panchayat Samitis, assistance of Rs 38.72 lakh was given to
beneficiaries whose names were not included in the BPL survey list of
the respective Panchayat Samitis.

(28] Under Credit-cum-Subsidy Scheme for Rural Housing loans were
sanctioned to only 2,175 (23 per cent) out of 9,398 beneficiaries.

(Paragraph 6.5)
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13. Loss to Government

(i) Failure of the District Supply Officer, Jaipur to dispose off confiscated
rice within one week of the Court orders led to rice being unfit for
consumption and loss of Rs 26.80 lakh.

(Paragraph 3.3)

(i) Leakage/wastage of water due to non-installation of government
meters and poor maintenance of pipelines by the Public Health Engineering
Department, Kota led to loss of revenue of Rs 10.88 crore.

(Paragraph 4.11)

14.  Unfruitful expenditure

(i) Rs 2.14 crore spent on Pre-examination Training Centres during
1996-2001 remained unfruitful and Rs 68 lakh was incurred on the centres
where no training was imparted during the whole year.

(Paragraph 3.8)
(i) Faulty planning of the restoration work of Rahuwas Dam, Dausa

resulted in unproductive expenditure of Rs 2.46 crore as no water was stored
in the Dam even after providing clay blanket in 1997.

(Paragraph 4.8)

(iii)  Failure of the department to adjust/abolish 58 posts in PHED (Revenue
and Drainage) Division, Jodhpur after computerisation led to unfruitful
expenditure of Rs 3.11 crore on pay and allowances of the surplus staff for the
period November 1995 to August 2002.

(Paragraph 4.12)

15.  Avoidable/excess/irregular expenditure

(i) Delay in receipt of drawing from Water and Power Consultancy
Services (India) Limited resulted in excess expenditure of Rs 53.77 lakh on
excess dewatering at higher rate in Bisalpur Project.

(Paragraph 4.6)

(ii) Failure of the department to provide steel and cement to the contractor
in time for construction of water treatment plant at Jhalamond (Jodhpur) led to
avoidable payment of Rs 35.76 lakh to the contractor.

(Paragraph 4.9)

(iii)  Violation of the orders of the Chief Engineer (HQ), Public Health
Engineering Department on rewinding/repairs of 660 motors/pumps resulted

(xxi)




Audit Report (Civil) for the year ended 31 March 2002

in irregular expenditure of Rs 57.95 lakh and undue financial benefit of
Rs 20.84 lakh to the contractors.

(Paragraph 4.10)

16.  Other points of interest

(i) In 186 schools computer laboratories were established without AC
system, 87 computers and 113 printers were not installed. Further as against
406 instructors only 268 were posted.

(Paragraph 3.1)

(ii)  Unspent balance of Rs 98.10 lakh received under Computer Literacy
and Studies in Schools (CLASS) Scheme was not refunded to Government of
India. Besides, computers/accessories acquired at a cost of Rs 1.54 crore were
lying unutilised.

(Paragraphs 3.2)

(iii)  Police Housing Scheme suffered from over-estimation of the project
cost by Rs 12.89 crore due to higher tender premium, avoidable interest
liability of Rs 13.31 crore due to premature drawal of loan, irregular
expenditure of Rs 84.53 lakh on 2 unapproved Police Stations (Kankroli and
Kelwa), etc.

(Paragraph 3.4)

(iv)  Due to delay in circulating the revised guidelines of Balika Samriddhi
Yojana by the State Government there was irregular cash payment of Rs 1.31
crore.

(Paragraph 3.6)

v) Rajasthan Scheduled Castes/Scheduled Tribes Finance and
Development Corporation Limited failed to recover loan amount of Rs 55.18
crore and incurred unfruitful expenditure of Rs 45.70 crore on workshops
lying incomplete or not utilised.

(Paragraph 3.7)
(vi)  Rajasthan Tribal Area Development Cooperative Federation Limited

(Rajas Sangh), Udaipur unauthorisedly diverted Rs 4.63 crore to Tendu Patta
business and created interest liability of Rs 5.45 crore.

(Paragraph 3.9)

(xxii)



CHAPTER-I
AN OVERVIEW OF THE FINANCES OF THE STATE
GOVERNMENT

1:1 Introduction

This Chapter discusses the financial position of the State Government, based
on the information contained in the Finance Accounts. The analysis is based
on the trends in receipts and expenditure, the quality of expenditure and the
financial management of the State Government. In addition, the Chapter also
contains a section on indicators of financial performance of the Government.
Some of the terms used in this Chapter are explained in Appendix-1.

ﬁ.z Financial position of the State

The Government accounting system does not attempt a comprehensive
accounting of fixed assets i.e. land, buildings etc., owned by the Government.
However, the Government accounts do capture the financial liabilities of the
Government and the assets created out of the expenditure. Exhibit-I (page 106)
presents an abstract of such liabilities and assets as on 31 March 2002,
compared with the corresponding position on 31 March 2001. While the
liabilities in this statement consist mainly of monies owed by the State
Government such as internal borrowings, loans and advances from the
Government of India, receipts from the Public Account and Reserve Funds,
the assets comprise mainly the capital expenditure and loans and advances
given by the State Government. Exhibit-I shows that while the liabilities grew
by 17 per cent, the assets grew by only 9 per cent and there was 30 per cent
growth in the deficit on the Government account. This shows an overall
deterioration in the financial condition of the Government.

Exhibit-II (pages 17-18) gives details of the receipts and disbursements by the
State Government while Exhibit-IV (page 20) depicts the Time Series Data on
State Government Finances for the period 1997-2002.

1.3  Sources and Application of Funds

Exhibit-I1I (page 19) gives the position of sources and application of funds
during the current and the preceding year. The main sources of funds included
the revenue receipts of the Government, recoveries of loans and advances,
public debt and the receipts in the Public Account. These are applied mainly
on revenue and capital expenditure and on lending for developmental and
other purposes. Revenue receipts constituted the most significant source of
fund for the State Government. Their relative share, however, decreased from
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74 per cent in 2000-01 to 67 per cent in 2001-02. The share of recoveries of
loans and advances also decreased from 0.74 per cent to 0.38 per cent. The
share of receipts from public debt increased from 18 per cent in 2000-01 to 27
per cent in 2001-02. The share of net receipts from the Public Account
declined from 7 to 5 per cent.

The revenue expenditure accounted for 88 per cent of total funds available
during 2001-02. This was higher than the share of revenue receipts (67 per
cent) in the total receipts of the State Government. This led to revenue deficit.
Non-plan revenue expenditure on pay and allowances during the year was
Rs 4515 crore (28 per cent of total revenue expenditure). The increase in the
revenue expenditure was mainly due to additional expenditure on interest
payments by Rs 539 crore, General Education by Rs 186 crore and Other
Rural Development Programmes by Rs 123 crore in comparison to previous
year. While the share of capital expenditure in total application of funds
increased from 8 per cent during 2000-01 to 10 per cent in 2001-02, the
lending for development purposes decreased from 2.49 per cent to 1.13 per
cent during the period.

L 1.4  Revenue Receipts

The Revenue Receipts of the State consists mainly of its own tax and non-tax
revenues, central tax transfers and grants-in-aid from the Government of India.
Overall revenue receipts of the State increased from Rs 8404 crore in 1997-98
to Rs 12153 crore in 2001-02, at an average trend rate of 11.06 per cent per
annum. There were, however, significant inter year variations in the growth
rates. Annual growth of revenue receipts, after declining to a moderate 2.08
per cent In 1998-99, increased sharply to 14.12 and 26.68 per cent in the
subsequent two years. With overall revenue receipts declining in absolute
terms in 2001-02, its annual growth for the first time turned negative by 2.01
per cent n the current year. Overall revenue receipts, its annual and trend rate
of growth, ratio of these receipts to the Gross State Domestic Product (GSDP)
and its buoyancy are indicated in Table-1.

Table 1: Revenue Receipts- Basic Parameters (Values in Rs crore and others in per cent)

1997-98 (1998-99 [1999-2000 (2000-01 [2001-02 |Average
Revenue Receipts ' 8404 8579 9790 12402 12153 10266
Rate of Growth 11.16 2.08 14.12 26.68 -2.01 11.06
Revenue Receipt/GSDP 13.01 11.76 13.15 16.22 14.19 13.72
Revenue Buoyancy 0.721 0.160 6.969 9.992 * 1.403
GSDP Growth 15.49 12.98 2.03 2.67 12.05 7.88

* With negative growth in Revenue Receipts, buoyancy became negative.

The rate of growth of revenue receipts and GSDP in the State depict a
diverging trend. On an average, higher growth in revenue receipts were
observed in the years of moderate GSDP growth (1999-2000 and 2000-01)
and very moderate (even negative) growth in revenue receipts were associated
with relatively higher GSDP growth. The revenue receipts/GSDP ratio after
reaching a peak of 16.22 per cent in 2000-01 declined to 14.19 per cent in
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2001-02, with a five-year average ratio, being 13.72 per cent. A moderate
GSDP growth in 1999-2000 and 2000-01 and higher growth in revenue
receipts resulted in high revenue buoyancy in these two years. Though revenue
buoyancy became negative in 2001-02, during the last 5 years, a moderate
revenue growth with an even more moderate growth in GSDP kept the
revenue buoyancy at 1.403.

Composition of the revenue receipts of the State and relative share of the four
components over last 5 years is indicated in Table-2. While on an average,
around 60 per cent of the revenue had come from the State’s own resources,
central tax transfers and grants-in-aid together continued to contribute nearly
40 per cent of the total revenue. Though the percentage of non-Tax revenue
of the State witnessed a decline, contribution of grants-in-aid declined sharply
in the current year. Significantly it was the non-plan revenue deficit grant,
recommended by the Eleventh Finance Commission, which declined from
Rs 955.26 crore (actual receipt : Rs 811.97 crore) in 2000-01 to Rs 289.42
crore (actual receipt : Rs 246.01 crore) in 2001-02. Since these grants would
not be available to the State in the next three years, overall contribution of this
component of revenue receipt may remain stagnant.

Table 2: Cohlponents of Revenue Receipts — relative Share in per cent

1997-98 (1998-99 [1999-2000 [2000-01 |2001-02 |Average
Own Taxes 42.97 45.92 46.28 42.73 46.66 4491
Non-Tax Revenue 16.21 15.78 16.08 13.61 12.41 14.82
Central tax Transfers 21.52 22.89 22.32 22.88 23.72 22.67
Grants-in-aid 19.30 15.41 15.32 20.78 17.21 17.60

Overall growth of the four components of revenue during 1997-2002 had also
differed significantly. While the own taxes of the State recorded a trend
growth of 12.98 per cent during 1997-2002, the non-tax revenue recorded a
growth of 3.81 per cent only. The trend growth of revenue from central taxes
and grants-in-aid was 11.81 and 11.65 per cent respectively. The trend annual
growth of these components of the State’s revenue, buoyancy, average ratio as
percentage to GSDP and average annual rate of shift in their relative
contribution are indicated in Table-3.

Table 3: Components of Revenue Receipts- Basic Parameters 1997-2002 (Per cent)

ROG |Buoyancy GSDP Share |Relative Share |Shift Rate
Own Taxes 12.98 1.647 6.16 4491 1.73
Non-Tax Revenue 3.81 0.483 2.00 14.82 -6.54
Central tax Transfers 11.81 1.498 3.12 22.67 0.67
Grants-in-aid 11.65 1.478 2.44 17.60 0.53

State’s own taxes had the highest buoyancy of the four components of its
revenue. Buoyancy of central tax transfers and grants-in-aid was also
significantly high, while the non-tax revenue had a buoyancy of only 0.48
indicating that for every one percentage increase in the State’s GSDP its non-
tax revenue grew by only 0.48 per cent. This indicates that the state needs to
focus more on increasing non-tax revenue.

* ROG — Rate of Growth.
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1.5 Expenditure

Overall expenditure of the State comprising of the revenue expenditure,
capital expenditure and the loans and advances increased from Rs 11844 crore
in 1997-98 to Rs 17971 crore in 2001-02, at an average trend rate of 11.79 per
cent per annum. The rate of growth of total expenditure was only marginally
higher than the rate of growth of revenue receipt during this period. There
was also a continuous decline in the rate of growth of expenditure in the last
three years, after reaching its peak of 16.60 per cent in 1998-99. Total
expenditure GSDP ratio, however, increased from 18.34 per cent in 1997-98
to 20.98 per cent in 2001-02, due to a moderate and relatively lower growth of
the latter. There was also a decline in the ratio of revenue receipts to total
expenditure from 70.96 per cent in 1997-98 to 67.63 per cent in 2001-02,
indicating that only a little over two thirds of the State’s total expenditure was
met from its current revenue, leaving the balance to be financed by
borrowings. Total expenditure of the State, its trend and annual growth, ratio
of expenditure to the State’s GSDP and revenue receipts and its buoyancy with
regard to GSDP and revenue receipt are indicated in Table-4.

Table 4: Total Expenditure- Basic Parameters (Value in Rs crore and others in per cent)

1997-98 (1998-99 |1999-2000 |2000-01 |2001-02 |Average
Total Expenditure (TE) 11844 13810 15271 16838 17971 15147
Rate of Growth 14.08 | 16.60 10.58 10.26 6.73 11,79
TE/GSDP Ratio 18.34 18.92 20.51 22.03 20.98 20.24
Revenue Receipts /TE Ratio| 70.96 62.12 64.11 73.65 67.63 67.69
Buoyancy of Total Expenditure with
GSDP 0.909 1.279 5.223 3.843 0.558 1.495
Revenue Receipts 1.261 7.971 0.749 0.385 & 1.065

* Rate of growth of Revenue Receipt was negative in 2001-02.

Average buoyancy of the total expenditure with GSDP during 1997-2002 was
1.495, indicating that for every one-percentage point increase in GSDP,
expenditure increased by 1.495 per cent. However, higher growth in revenue
receipts in 1999-2000 and 2000-01, kept the overall buoyancy of expenditure
with revenue receipt at 1.065 only.

In terms of the activities, total expenditure could be considered as being
composed of expenditure on general services, interest payments, social and
economic services, grants-in-aid and contribution and the loans and advances.
The relative share of these components in total expenditure is indicated in
Table-5.

Table 5: Components of Expenditure —Relative Share (in per cent)

1997-98 [1998-99  [1999-2000 [2000-01 |2001-02 |Average
General Services 14.14 17.10 20.02 19.36 18.51 17.83
Interest Payments 16.02 16.24 18.50 19.83 21.58 18.43
Social Services 36.36 40.31 38.88 39.92 39.34 38.96
Economic Services 30.36 22.94 20.37 18.30 19.34 22.26
Grants-in-aid and 0.16 0.20 0.11 0.10 0.09 0.14
Contributions
Loans and Advances 2.96 3.21 2.12 2.49 1.14 2.38




Chapter-1 An overview of the Finances of the State Government

The movement of relative share of these components of expenditure indicated
that while the share of economic services in total expenditure declined sharply
from 30.36 per cent in 1997-98 to 19.34 per cent in 2001-02, the relative share
of general services, interest payments and social services increased. Interest
payments and expenditure on general services considered as non-
developmental, together accounted for nearly 40 per cent of total expenditure
in 2001-02 as compared to about 30 per cent in 1997-98. In fact interest
payments accounted for more than one fifth of total expenditure during
2001-02.

Revenue expenditure had the predominant share in the total expenditure.
Revenue expenditure is incurred to maintain the current level of services and
does not represent any addition in the State’s service network. Overall revenue
expenditure of the State increased from Rs 8986 crore in 1997-98 to Rs 15949
crore in 2001-02, at an average trend rate of 14.97 per cent per annum. Rate of
growth of revenue expenditure reached its maximum in 1998-99 at 28.81 per
cent and since then it has been declining. Despite this deceleration in growth
rate, revenue expenditure/GSDP ratio witnessed an increase from 13.91 per
cent in 1997-98 to 18.62 per cent in 2001-02. It averaged 17.37 per cent
during 1997-2002. Further, there was also an increase in the ratio of revenue
expenditure to total expenditure, from 75.87 per cent in 1997-98 to 88.75 per
cent in 2001-02. On an average 85.79 per cent of total expenditure of the
State was in the nature of expenditure on current consumption. The ratio of
revenue expenditure to revenue receipt was also on the rise indicating
increasing dependence of the state on borrowing for even meeting the current
expenditure. Overall revenue expenditure, its rate of growth, ratio of revenue
expenditure to state’s GSDP and revenue receipts and its buoyancy with
GSDP and revenue receipts are indicated in Table-6.

Table 6:Revenue Expenditure-Basic Parameters (Values in Rs crore and others ia per cent)

1997-98 [1998-99 [1999-2000 (2000-01 [2001-02 |Average

Revenue Expenditure 8986 11575 13430 15035 15949 12995
Rate of Growth 6.65 28.81 16.03 11.95 6.08 14.97
RE/GSDP 13.91 15.86 18.04 19.67 18.62 17.37
RE as % of TE ' 75.87 83.82 87.94 89.29 88.75 85.79

RE as % to Revenue Receipt 106.93 134.92 137.18 121.23 131.24 126.59

Buoyancy of Revenue Expenditure with

GSDP 0.429 2.220 7.913 4.476 0.504 1.899

Revenue Receipts 0.595 13.836 1.135 0.448 * 1.353

* Rate of growth of Revenue Receipt was negative in 2001-02.

The growth in revenue expenditure exceeded the rate of growth of State’s
GSDP and revenue receipts. Average buoyancy of revenue expenditure to
GSDP during 1997-2002 was 1.899 indicating that for each one-percentage
increase in GSDP, revenue expenditure increased by 1.899 per cent.
Similarly, for each one percentage increase in the State’s revenue receipts,
revenue expenditure increased by 1.353 per cent.

The expenditure of the state in the nature of plan expenditure, capital
expenditure and developmental expenditure reflect its quality. Higher the
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ratio of these components to total expenditure better is the quality of
expenditure. Table-7 below gives the ratio of these components of expenditure
to State’s total expenditure.

Table 7: Quality of Expenditure (per cent to total expenditure)

1997-98 (1998-99 |1999-2000 [2000-01 |2001-02 |Average
Plan Expenditure 31.14 24.05 20.91 19.53 22.13 23.05
Capital Expenditure 21.81 13.41 10.15 8.43 10.23 12.19
Development Expenditure* 68.76 65.35 60.53 59.71 59.35 62.21

(Total expenditure does not include Loans and Advances).
(* This includes Capital Development expenditure).

All the three components of expenditure show a relative decline during 1997-
2002. Plan expenditure declined from 31.14 per cent of total expenditure in
1997-98 to 22.13 per cent in 2001-02. Similarly, capital expenditure also
declined from 21.81 per cent in 1997-98 to 10.23 per cent in 2001-02. There
was also a decline in the share of development expenditure from 68.76 per
cent in 1997-98 to 59.35 per cent in 2001-02.

Activity-wise expenditure during 1997-2002 further reveals that the average
trend growth of its various components had significant variations. Interest
payments were the fastest growing component with an average growth of
20.42 per cent per annum. Loans and advances of the state had a negative
growth of 4.68 per cent and economic services remained nearly stagnant
growing by only 0.35 per cent per annum. As percentage to GSDP, non-
development expenditure comprising general services and interest payments
averaged 7.45 per cent, social services 7.91 per cent and the economic
services 4.39 per cent. Activity-wise trend growth, ratio to GSDP, relative
share of the various activities, shift in their relative share and buoyancy with
GSDP and revenue receipt are indicated in Table-8.

Table 8: Activity-wise Expenditure —Basic Parameters (in per cent)

ROG GSDP Relative Share Buoyancy with

Share Share Shift  [GSpp Revenue

Receipt
General Services 19.00 3.66 17.83 6.46 2.410 1.718
Interest Payments 20.42 3.79 18.43 7.72 2.589 1.845
Social Services 13.36 791 38.96 1.41 1.695 1.207
Economic Services 0.35 4.39 22.26 -10.23 0.044 0.032
Loans and Advances -4.68 0.47 2.38 -14.73 e *

* Loans and Advances had a negative growth.

The relative share of expenditure on general services and interest increased by
an average of 6.46 per cent and 7.72 per cent per annum respectively. While
there was only a moderate increase in the share of expenditure on social
services, share of expenditure on economic services and loans and advances
actually declined. Interest payments also had the highest buoyancy of 2.589
with regard to GSDP and 1.845 with revenue receipts, indicating that for each
one per cent increase in GSDP or revenue receipts, interest liabilities grew by
2.59 and 1.84 per cent respectively. Economic Services had very low
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buoyancy indicating that bulk of the burden of fiscal management was born by
these services.

1.6 Fiscal Imbalances

The deficits in Government accounts represent the gap between its receipts
and expenditure. The nature of deficit is an indicator of the prudence of fiscal
management of the Government. Further, the ways in which the deficit is
financed and the resources so raised are applied are important pointers to its
fiscal health. The revenue deficit of the State, increased from Rs 582 crore in
1997-98 to Rs 3796 crore in 2001-02. The fiscal deficit, which represents the
total borrowing of the Government and its total resource gap, increased from
Rs 2552 crore in 1997-98 to Rs 5749 crore in 2001-02. State also had a
primary deficit increasing from Rs 655 crore in 1997-98 to Rs 1871 crore in
2001-02.

The existence of revenue deficit indicated that the State Government had to
borrow funds to meet its current obligations. The ratio of revenue deficit to
fiscal deficit has also increased from 22.81 per cent in 1997-98 to 66.03 per
cent in 2001-02. As a proportion to the State’s Gross Domestic Product, the
revenue deficit had increased to 4.43 per cent in 2001-02 and fiscal deficit to
6.71 per cent.

Table 9: Fiscal Imbalances- Basic Parameters (Values in Rs crore and Ratios in per cent)

1997-98 [1998-99  (1999-2000 [2000-01 [2001-02 [Average
Revenue deficit 582 2996 3640 2633 3796 2729
Fiscal deficit 2552 5151 5361 4312 5749 4625
Primary deficit 655 2908 2536 973 1871 1789
RD/GSDP 0.90 4.11 4.89 3.44 4.43 3.65
FD/GSDP 3.95 7.06 7.20 5.64 6.71 6.18
PD/GSDP 1.01 3.98 341 1.27 2.18 2.39
RD/FD 22.81 58.16 67.90 61.06 66.03 59.01

1.7 Fiscal Liabilities — Public Debt and Guarantees

The Constitution of India provides that State may borrow within the territory
of India, upon the security of #s consolidated funds, within such limits, as may
from time to time, be fixed by an Act of Legislature. However, no such law
was passed from the State to lay down any such limit. However, State
Goyernment, through a resolution had decided (May 1999) that its total debt
‘(excluding other liabilities) and outstanding amount of guarantees as on the
last day of any financial year will not be more than double the estimated
receipts in its consolidated fund. Table-10 below gives the fiscal liabilities of
the State, its rate of growth, ratio of these liabilities to GSDP, revenue receipts
and own resources and the buoyancy of these liabilities with respect to these
parameters. It would be observed that the overall fiscal liabilities of the State
increased from Rs 19261 crore in 1997-98 to Rs 39970 crore in 2001-02 at an
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average annual rate of 19.55 per cent. These liabilities as ratio to GSDP
increased from 29.8 per cent in 1997-98 to 46.7 per cent in 2001-02 and stood
at 3.29 times of its revenue receipts and 5.57 times of its own resources
comprising its own tax and non-tax revenue.

In addition to these liabilities Government had guaranteed loans availed by its
Corporations and others which in 2001-02 stood at Rs 12912 crore. The
guarantees are in the nature of contingent liabilities of the State and in the
event of non-payment, the State has to honour these commitments. Currently
the fiscal liabilities including the contingent liabilities exceed four times the
revenue receipt of the State. The direct fiscal liabilities of the State have
grown much faster as compared to its rate of growth of GSDP, revenue
receipts and own resources. On average for each one per cent increase in
GSDP, Revenue Receipts and Own resources the direct fiscal liabilities of the
State have increased by 2.480, 1.767 and 1.851 per cent respectively.

Table 10: Fiscal Liabilities- Basic Parameters (Values in Rs crore and others in per cent)

1997-98 | 1998-99 | 1999-2000 | 2000-01 | 2001-02 |Average

Fiscal Liabilities 19261 24170 30011 33874 39970 | 29457
Rate of Growth 14.81 25.49 24.17 12.87 18.00 19.55
Ratio of Fiscal Liabilities to

GSDP 29.8 33.1 40.3 443 46.7 394
Revenue Receipt 229.2 281.7 306.5 273.1 328.9 279.7
Own Resources 387.3 456.6 491.6 484.7 556.8 468.8
Buoyancy of Fiscal Liabilities to

GSDP 0.957 1.964 11.932 4.821 1.493 2.480
Revenue Receipt 1.327 12.239 1.712 0.482 * 1.767
Own resources 1.361 3.961 1.575 0.890 6.584 1.851

*  Rate of growth of Revenue Receipt was negative in 2001-02.

Increasing liabilities raise the issue of their sustainability. Fiscal liabilities are
considered sustainable if the average interest paid on these liabilities is lower
than the rate of growth of GSDP. However, the average interest rate on fiscal
liabilities at 10.45 per cent during 1997-2002 exceeded the rate of growth of
GSDP by 2.57 per cent as indicated in Table-11.

Table 11: Debt Sustainability- Interest Rate and GSDP Growth (in per cent)

1997-98 | 1998-99 | 1999-2000 | 2000-01 | 2001-02 | Average
Weighted Interest Rate| 10.53 10.33 10.43 10.45 10.50 10.45
GSDP Growth 15.49 12.98 2.03 2.67 12.05 7.88
Interest spread” 4.96 2.65 -8.40 -7.78 1.55 -2.57

Another important indicator of debt sustainability is the net availability of the
funds after payment of the principal on account of the earlier contracted
liabilities and interest. Table-12 below gives the position of the receipt and
repayment of public debt over the last 5 years. The net funds available on
account of the internal debt and loans and advances from Government of India
after providing for the interest and repayments varied from 19.1 per cent to

* Interest spread = GSDP Growth — Weighted Interest Rate.
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42.5 per cent during 1997-2002. The net funds available declined to a level of
30.8 per cent of total fresh loans in 2001-02.

Table 12: Net Availability of Borrowed Funds (Rupees in crore)

[1997-98 [1998-99 [1999-2000 [2000-01 [2001-02 |Average
Internal Debt
Receipt 706 1175 1867 1510 1609 1373
Repayment (Principal + Interest) 544 702 896 1084 1322 910
Net Fund Available 162 473 971 426 287 463
Net Fund Available (per cent) 22.9 40.3 52.0 28.2 17.8 337
Loans and Advances from GOI
Receipt 1459 1859 2485 2644 3673 2424
Repayment (Principal + Interest) | 1207 1263 1606 1957 2334 1673
Net Fund Available 252 596 879 687 1339 751
Net Fund Available (per cent) 17.3 32.1 354 26.0 36.5 31.0
Total Public Debt
Receipt 2165 3034 4352 4154 5282 3797
Repayment (Principal + Interest) | 1751 1965 2502 3041 3656 2583
Net Fund Available 414 1069 1850 1113 1626 1214
Net Fund Available (per cent) 19.1 35.2 42.5 26.8 30.8 32.0

1.8

Guarantees givén by the State Government

A test-check of the guarantees revealed that Rs 144.14 crore were paid to
various financial institutions towards discharging of the guarantee liabilities of
6 defaulted units” (as of March 2002) as detailed below:

S. Name of Amount of | Given on | Position of guarantee
No. | Institution | maximum

guarantee

(Rupees in

crore)

1. M/s Jaipur 0.25 April The Government gave guarantee for two loans to Punjab National
Udyog 1972 Bank Limited, New Delhi for Rs 25 lakh (April 1972) and Rs 44
Limited, 0.44 January lakh (January 1975). Due to default in repayment, guarantees were
Sawaima- 1975 invoked and Rs 19.17 lakh (February 1985) and Rs 44.83 lakh
dhopur 1.97 February | (February 1980) respectively were paid by the Government.

1988
The Government once again guaranteed (February 1988) a term loan
of Rs 1.97 crore. The borrower again failed to repay. On invocation
of the guarantee (June 1988) the Government had to pay Rs 2.96
crore (March 1995). Thus, the State Government failed to
safeguarded its interest by issuing guarantee to a sick unit.

2. Mewar 3.85 Between | The Government gave guarantees (during May 1986 and March
Textile May 1994) to 7 banks/financial institutions for loans aggregating
Mills 1986 and | Rs 3.85 crore. MTML failed to repay the loans and was closed in
Limited March June 1998. Further, the Government sanctioned (January 2002) a
(MTML), 1994 loan of Rs 3.72 crore for repayment to 7 institutions (Rs 2.07 crore
Bhilwara released to 4 institutions as of March 2002) indicating that loan of

Rs 3.72 crore was sanctioned only for saving the invocation of the
guarantee.

*

Excluding Ways and Means Advances and Overdrafts from RBI/GOL.
** Excluding M/s Man Industrial Corporation Limited, Jaipur whose case is sub-judice.
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S. Name of Amount of | Given on | Position of guarantee
No. | Institution | maximum

guarantee

(Rupees in

crore)

3. M/s Man 0.09 September| The Government gave guarantee to the Union Bank of India,
Industrial 1969 Mumbai for a term loan. The guarantee was invoked (November
Corporation 1989) and the Government was called upon to pay Rs 10.90 lakh and
Limited, interest till the date of payment. The case is sub- judice.

| Jaipur

4. Municipal 0.86 June The Government gave guarantee to Housing and Urban
Council, 1982 Development Corporation for a loan of Rs 86.11 lakh. MCT
Tonk (MCT) withdrew a loan of Rs 70.95 lakh but failed to repay the loan. The

government sanctioned loans of Rs 65.45 lakh to MCT to repay the
loan and avoid invocation of the guarantee.

5. Jaipur 1.50 March The Government gave guarantee to State Bank of India (SBI) for a
Spinning 1977 loan of Rs 1.50 crore which was invoked (February 1984) due to
and default in repayment. The Court passed orders (November 1998) for
Weaving payment of Rs 5.05 crore as deposit with Debt Recovery Tribunal
Mills (Tribunal) which was deposited (1998-99). The case is still pending
Limited, for finalisation.

Jaipur

6. Rajasthan 54.08 Between | The Government gave guarantee to 11 banks for Rs 54.08 crore.
Land 1980 and | RLDC withdrew loan of Rs 53.44 crore and distributed the amount
Develop- 1987 to the cultivators of command area. RLDC could repay only Rs 5.52
ment crore (upto 1987) to the banks. As the State Government deferred the
Corporation, recovery of loans from cultivators, the liability for repayment was
Jaipur passed on to the government. The State Government sanctioned
(RLDC) (1995-96) Rs 12.50 crore as grant- in- aid to RLDC to pay to banks

in single instalment and convert the balance principal and interest
amount of Rs 89.13 crore into fresh loan for which the government
again gave guarantee (March 1996-March 2001). The State
Government further released Rs 71.10 crore (during 1996-97 to
2001-02) as grant-in-aid to RLDC to repay the liabilities. In all,
Government sanctioned grant-in-aid of Rs 83.60 crore to save
invocation of the guarantee.

7. Rajasthan 50.64 Between | The Government gave guarantee to National Co-operative
State Co- 1986 and | Development Corporation (NCDC) and RSCB raised Rs 50.64 crore
operative 1993 for providing loans to 7ilam Sangh. RSCB could repay only
Bank (RSCB) Rs 22.46 crore (Rs 5.54 crore principal and Rs 16.92 crore interest)

to NCDC and thereafter, RSCB could not repay the instalment as
Tilam Sangh refused to repay instalments to RSCB. The Government
released loan of Rs 49.17 crore during 1998-99 to 2001-02 to 7ilam
Sangh to repay instalment directly to NCDC.

1.9 Investments and returns .

As on 31 March 2002, Government had invested Rs 2936.76 crore in Statutory
Corporations, Rural Banks, Joint Stock Companies and Cooperatives.
Government’s return on this investment was not only meagre (less than one
per cent), but was also on a decline as indicated in Table-13 below. As on
March 2002, 30 Statutory Corporations, Rural Banks, Government Companies
and Joint Stock Companies with an aggregate investment of Rs 1944.23 crore
were incurring loss and the accumulated losses amounted to Rs 1049.73 crore.
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Table 13: Return on Investment (Rupees in crore)

Year Investment at the | Return Percentage | Rate of  Interest on

end of the year of Return Government Borrowing (%)
1997-98 2503.69 8.60 0.34 10.53
1998-99 2517.65 8.00 0.32 10.33
1999-2000 2560.08 5:29 0.21 10.43
2000-01 2596.35 397 0.21 10.45
2001-02 2936.76 4.78 0.16 10.50

In addition, Government has also been providing loans and advances to many
of these parastatals. Total outstanding balance of the loans advanced was
Rs 2799 crore as on 31 March 2002. Overall interest received against these
advances had declined to 3.04 per cent during 2001-02. (Table-14).

Table 14: Average Interest Received on Loans Advanced by the State Government
(Rupees in crore)

1997-98 | 1998-99 1999-2000 | 2000-01 | 2001-02

Opening Balance 2339 1802 2165 2369 2664
Amount advanced during the year 351 443 324 419 204
Amount repaid during the year 888" 80 120 124 69
Closing Balance 1802 2165 2369 2664 2799
Net addition -537 363 204 295 135
Interest Received 274 213 238 108 83
Interest received as per cent to 13.23 10.74 10.50 4.29 3.04
Loans advanced

Average Interest paid by the State 10.53 10.33 10.43 10.45 10.50
Difference between interest paid +2.70 +0.41 +0.07 -6.16 -7.46
and received

1.10 Financial results of irrigation works

5 major and 12 medium irrigation projects with a capital expenditure of
Rs 2810.64 crore realised revenue of Rs 10.22 crore which was only 0.36 per
cent which was not sufficient to cover even the direct working expenses
(Rs 82.34 crore). After meeting the working and maintenance expenditure
(Rs 82.65 crore) and interest charges (Rs 276.69 crore), the schemes suffered a
net loss of Rs 349.12 crore. The loss was substantial (Rs 317.62 crore) in all
the major irrigation projects.

1.11 Incomplete Projects

As per information received from the State Government, there were 300
incomplete projects as of 31 March 2002, in which Rs 1760 crore were
blocked. Of these, 90 projects were incomplete for periods ranging from 5 to
10 years (72; amount: Rs 740 crore), 10 to 15 years (9; amount: Rs-75 crore),
15 to 20 years (3; amount: Rs 27 crore) and more than 20 years (6; amount:

* Higher recoveries were due to conversion of outstanding loans against Rajasthan State
Electricity Board into equity.
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Rs 340 crore). This showed that the Government was spreading its resources
thinly, which failed to yield any return. Reasons for incomplete projects were
paucity of funds, works left incomplete by contractors, change in site/design
of the project(s), defective planning, etc. Comments on some incomplete
projects have been included in the Civil Audit Reports.

1.12 Arrears of revenue

Comparing the arrears for the years 1997-98 (Rs 1055 crore) to 2001-02
(Rs 1532 crore), there had been an increase of 45 per cent. Main arrears were
in respect of Taxes on Sales, Trade, etc. (Rs 990.55 crore) and State Excise
(Rs 218.61 crore). The deteriorating position of arrears of revenue showed a
slackening of the revenue realising efforts of the State Government.

1.13 Management of Cash Balances

[t 1s generally desirable that State’s flow of resources should match its
expenditure obligations. However, to take care of any temporary mis-matches
in the flow of resources and the expenditure obligations, a mechanism of
Ways and Means Advances (WMA) from Reserve Bank of India has been put
in place. Normally these advances should be liquidated during the year. Any
outstanding balances of WMA indicate mis-match in the revenue and
expenditure, which is not transient in nature. Resort to overdraft, which is over
and above the WMA limits, is all the more undesirable. The State Government
has been increasingly drawing in excess as indicated in Table-15.

Table 15: Ways and Means Advances and Overdrafts of the State and Interest paid
thereon (Rs in crore)

1997-98 1998-99 | 1999-2000 ’ 2000-01 2001-02 | Average
Ways and Means Advances
Availed during the Year 1239.55 1862.83 3848.08 344578 | 2635.01 2606.25
Outstanding 47.11 239.12 395.35 374.67 446.24 300.50
Interest Paid 7.03 2.84 20.17 22.75 20.67 14.69
Overdraft
Availed during the Year 1822.88 1984.86 2344 81 2684.96 5370.54 2841.61
Outstanding - 645.88 535.05 - 625.09 361.20
Interest Paid 5.60 1.42 6.52 4.74 4.28 4.51
Number of Days State 118 79 96 103 168 113
was in Overdraft

1.14 Utilisation of funds raised by State owned statutory

corporation by the State Government for boosting its ways

and means position

Mention was made in para 1.10.3 of the Report of the Comptroller and
Auditor General of India for the year ended 31 March 2001 (Civil) —
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Government of Rajasthan regarding funds amounting to Rs 1719.18 crore
raised by State owned statutory corporations and utilised by the State
Government.

During 2001-02 also, the Rajasthan State Mines and Minerals Limited,
Udaipur (RSMML) raised a short term loan of Rs 227.31 crore from various
financial institutions and deposited the same in its interest bearing Personal
Deposit (PD) account. The State Government reimbursed Rs 4.81 crore on
account of interest payable by RSMML and Rs 48 lakh (including Rs 14 lakh
pertaining to the year 2000-01) as Arrangers' fees during 2001-02.

Thus, funds of Rs 227.31 crore raised by the RSMML were deposited in their
PD account to be used by the State Government for boosting its ways and
means position.

1.15 Other point of interest

The unspent amount of Rs 3.49 crore of grants received (1990-95) from the
Government of India (GOI) under Education Technology Programme was
unauthorisedly retained by the State Government (Education Department) and
the same was lying unutilised in the PD account of Zila Parishad, Jaipur as of
October 2002. Similarly, funds of Rs 2.23 crore provided (June 2000 to
January 2001) by the GOI for establishment of Referral and Rehabilitation
Centres were lying unutilised (Mach 2002) in the Personal Deposit account of
the Director, Social Welfare Department depriving the beneficiaries of the
benefits of the rehabilitation programme.

1.16 Financial Indicators of the Government of Rajasthan

The finances of a State should be sustainable, flexible and non-vulnerable.
Table-16 below presents a summarised position of government finances over
1997-2002, with reference to certain key indicators that help assess the
adequacy and effectiveness of available resources and their applications,
highlight areas of concern and captures its important facets.

The ratios of revenue receipt and state’s own taxes to GSDP indicate the
adequacy of the resources. The buoyancy of the revenue receipt indicates the
nature of the tax regime and the state’s increasing access to resources.
Revenue receipts comprises not only the tax and non-tax resources of the state
but the transfers from Union Government. It indicates the sum total of the
state’s access to the resources for which either there is no direct service
provision obligations or recovery of users’ charges for the social and
economic services provided by it and its entitlement from the centre pool of
resources. These ratios, which show a continuous improvement during 1997-
2001, depict a significant deceleration in 2001-02. Growth of Revenue receipts
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became negative for the first time in this year indicating the fragileness of
resources and its unsustainability.

Various ratios concerning the expenditure management of the State indicate
quality of its expenditure and sustainability of these in relation to its resource
mobilisation. The ratio of revenue expenditure to total expenditure has shown
continuous increase while its capital expenditure and development expenditure
as percentage to total expenditure has declined. Both its revenue and total
expenditure have been buoyant compared to its revenue receipts and revenue
expenditure has shown a comparatively greater buoyancy. All these indicate
state’s increasing dependence on borrowings for meeting its revenue
expenditure and inadequate expansion of its developmental activities.

Table 16: Indicators of Fiscal Health (in per cent)

Fiscal Indicators

| 199798 | 1998-99 | 1999-2000 | 2000-01 | 2001-02 | Average

Resource Mobilisation

Revenue Receipt/GSDP 13.01 11.76 13.15 16.22 14.19 13.72
Revenue Buoyancy 0.721 0.160 6.969 9.992 * 1.403
Own tax/GSDP 5.59 5.40 6.09 6.93 6.02 6.16
Expenditure Management

Total Expenditure/GSDP 18.34 18.92 20.51 22.03 20.98 20.24
Revenue Receipts/Total Expenditure 70.96 62.12 64.11 73.65 67.63 67.69
Revenue Expenditure/Total Expenditure 75.87 83.82 87.94 89.29 88.75 85.79
Capital Expenditure/Total Expenditure 21.81 1341 10.15 8.43 10.23 12.19
Development Expenditure/Total Expenditure 68.76 65.35 607.53 59.71 59.35 62.21
Buoyancy of TE with RR 1.261 7.971 0.749 0.385 * 1.065
Buoyancy of RE with RR 0.595 13.836 1.135 0.448 * 1.353
Management of Fiscal Imbalances

Revenue deficit (Rs in crore) 582 2996 3640 2633 3796 2729
Fiscal deficit (Rs in crore) 2552 5151 5361 4312 5749 4625
Primary deficit (Rs in crore) 655 2908 2536 973 1871 1789
Revenue deficit/Fiscal deficit 22.81 58.16 67.90 61.06 66.03 59.01
Management of Fiscal Liabilities (FL)

Fiscal Liabilities/ GSDP 29.8 33.1 40.3 443 46.7 39.4
Fiscal Liabilities/RR 229.2 281.7 306.5 273.1 328.9 279.7
Buoyancy of FL with RR 1.327 12.239 1.712 0.482 b 1.767
Buoyancy of FL with OR 1.361 3.961 1.575 0.890 6.584 1.851
Interest spread 4.96 2.65 -8.40 -7.78 1.55 -2.57
Net Fund Available 19.1 352 425 26.8 30.8 32.0
Other Fiscal Health Indicators

Return on Investment 0.34 0.32 0.21 0.21 0.16 0.25
BCR (Rs in crore) -452 -2543 -3015 -1998 -2692 -2140
Financial Assets/Liabilities 0.83 0.74 0.67 0.63 0.59 0.69

Increasing revenue and fiscal deficits indicate growing fiscal imbalances of the
State. Similarly, increase in the ratio of revenue deficit and fiscal deficit
indicate that the application of borrowed funds has largely been on current
consumption. All the four indicators of fiscal imbalances show continuous
deterioration indicating increasing unsustainability and vulnerability of state
finances. The Revenue and Fiscal deficits increased during the year despite a
decelerdtion in the growth of expenditure indicating that the State needs to
focus on generating its own resources both tax and non-tax.
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It is not uncommon for a state to borrow for increasing its social and economic
infrastructure support and creating additional income generating assets.
However, increasing ratio of fiscal liabilities to GSDP and revenue receipts
together with a growing revenue deficit indicate that the state is gradually
getting into a debt trap. Similarly, the higher buoyancy of the debt both with
regard to its revenue receipts and own resource points to increasing
unsustainability. The average interest paid by the State on its borrowings
during 1997-2002 has also exceeded the rate of growth of its GSDP, violating
the cardinal rule of debt sustainability. There has also been a decline in net
availability of funds from its borrowings due to a larger portion of these funds
being used for debt servicing. The state’s low return on investment indicates
an implicit subsidy and use of high cost borrowing for investments, which
yields very little. The ratio of state’s total financial assets to liabilities has also
deteriorated indicating that increasingly a greater part of liabilities are without
any asset back-up. This shows that either the State has to generate more
revenue from out of its existing assets or need to provide from its current
revenues for servicing its debt obligations. The balance for current revenue of
the State has also continued to be negative. The BCR plays a critical role in
determining its plan size and a negative BCR adversely affects the same and
reduces availability of resources to fund additional infrastructure support and
other revenue generating investment.
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EXHIBIT-I

SUMMARISED FINANCIAL POSITION OF THE GOVERNMENT OF RAJASTHAN

(Rupees in crore)

As on Liabilities Ason
31 March 2001 31 March 2002
8283.24 Internal Debt- 9667.23
64606.15 Market Loans bearing interest 7551.82
5.65 Market Loans not bearing interest 9.34
86.61 Loans from Life Insurance Corporation of India 115.01
72.60 Loans from the General Insurance Corporation of India 86.58
529.31 Loans from the National Bank for Agriculture and 683.40
Rural Development
54.23 Loans from the National Cooperative Development 50.41
Corporation
694.02 Loans from other Institutions, etc. 724.43
374.67 Ways and Means Advances from RBI 446.24
- Overdrafts from Reserve Bank of India 625.09
14705.27 Loans and Advances from Central Government 17651.22
605.97 Pre 1984-85 Loans 556.62
8498.67 Non-Plan Loans 11318.63
5028.92 Loans for State Plan Schemes 5448.98
1.18 Loans for Central Plan Schemes 0.99
150.53 Loans for Centrally Sponsored Plan Schemes 158.00
420.00 Ways and Means Advances from GOl 168.00
35.00 Contingency Fund 35.00
7652.15 Small Savings, Provident Funds, etc. 8630.05
2904.46 Deposits 3058.63
333.94 Reserve Funds 337.68
218.09 Suspense and Miscellaneous Balances -
171.66 Deposits with Reserve Bank 70.39°
0.78 Cash in Treasuries and Local Remittances 1122
34304.59 Total 40086.51
As on Assets As on
31 March 2001 31 March 2002
18980.67 Gross Capital Expenditure 20798.48
2596.35 Investments iin shares of Companies, Corporations, etc. 2936.76
16384.32 Other Capital Expenditure 17861.72
2664.28 Loans and Advances 2799.14
1810.24 Loans for Power Projects 1900.43™
618.00 Other Development Loans 614.20
236.04 Loans to Government Servants and Miscellaneous 284.51
loans
5.20 Reserve Fund Investments -
1.43 Advances 1.20
27.05 Remittance Balances 29.03
- Suspense and Miscellaneous Balances 43.66
9.49 Cash 2.84
8.78 Departmental Cash Balance 2.11
0.54 Permanent Advances 0.56
0.17 Cash Balance Investments 0.17
12616.47 Deficit on Government Accounts 16412.16
2633.58 (1) Revenue Deficit of the Current Year 3795.69
9982.89 (ii) Accumulated deficit upto preceding year 12616.47
34304.59 Total 40086.51

* sk

Included on liabilities side as the balances were in negative.

Includes Rs 0.04 crore booked under major head 6853 (Industry and Minerals

Sector).
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EXHIBIT-II

ABSTRACT OF RECEIPTS AND DISBURSEMENTS FOR THE YEAR 2001-02

(Rupees in crore)

Receipts Disbursements
2000-01 2001-02 2000-01 2001-02
Non-Plan Plan Total
Section-A: Revenue
12401.78 I Revenue receipts 12153.29 ) Revenue Expenditure
5299 96 Tax revenue 567117 6577.80 General Services 7134.46 42.26 7176.72
6127.80 Social Services 4880.46 1524.12 6404.58
1687 98 Non-tax revenue 1508 46 324281 Education, Sports, Art and Culture 2943.68 48730 343098
877.60 Health and Family Welfare 658.95 314.27 973.22
2830.61 State’s share of Union 2882.36 1117.66 Water Supply, Sanitation, Housing 752.35 480.15 1232.50
Taxes and Duties and Urban Development
9.09 Information and Broadcasting 7.16 091 8.07
1327.28 Non-Plan grants 1008.26 88.02 Welfare of Scheduled Castes, 26.55 83.18 109.73
Scheduled  Tribes and  Other
Backward Classes
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