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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 contain audit findings on matters arising from
examination of Finance Accounts and Appropriation Accounts respectively of the State
Government for the year ended 31 March 2012.

. Chapter III on ‘Financial Reporting’ provides an overview and status of the State
Government’s compliance with various financial rules, procedures and directives issued
during the current year.

. Audit observations on matters arising from performance audit and audit of transactions
in various departments, audit of revenue receipts and Statutory Corporations, Boards
and Government Companies for the year ended 31 March 2012 are included in a
separate Report.

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



EXECUTIVE SUMMARY






EXECUTIVE SUMMARY

Background

This Report on the Finances of the
Government of Nagaland is being
presented to the State Legislature, along
with the Finance and Appropriation
Accounts, with a view to assess
objectively the financial performance of
the State during the year 2011-12. The
aim of this Report is to provide the State
Government with timely inputs based on
actual data so that there is a better insight
into both well performing as well as ill
performing schemes/programmes of the
Government. In order to give a
perspective to the analysis, an effort has
been made to compare the normative
assessment made by the Finance
Commission (XIII-FC) and achievements
with the targets envisaged by the State
Government in Fiscal Responsibility and
Budget Management Act, 2005 as well as
in the Budget Estimates of 2011-12. A
comparison has been made to see whether
the State has given adequate fiscal
priority to developmental, social sector
and capital expenditure and whether the
expenditure has been effectively absorbed
by the intended beneficiaries.

The Report

Based on the audited accounts of the
Government of Nagaland for the year
ending March 2012, this Report provides
an analytical review of the Annual
Accounts of the State Government. The
Report is structured in three Chapters.

Chapter 1 is based on the audit of
Finance Accounts and makes an
assessment of the Government of

Nagaland’s fiscal position as on 31
March 2012. It provides an insight into
trends in committed expenditure,
borrowing pattern besides a brief account
of Central funds transferred directly to
the State implementing agencies through
off-budget route.

Chapter 2 is based on audit of
Appropriation Accounts and gives the
grant-by-grant description of
appropriations and the manner in which
the allocated resources were managed by
the service delivery departments.

Chapter 3 is an inventory of Nagaland
Government’s compliance with various
reporting requirements and financial
rules. This chapter also provides details
on non-submission of annual accounts
and delays in placement of Separate
Audit Reports in the Legislature by the
Autonomous Bodies. Besides, the cases
of misappropriation and loss that indicate
inadequacy of controls in the Government
departments are also detailed in this
chapter.

This report also has an appendage of
additional data collated from several
sources in support of the findings.

Audit findings and recommendations

During the current year, the fiscal deficit
increased due to the combined effect of
increase in capital expenditure and
decrease in revenue surplus. As a result,
the primary surplus turned into primary
deficit. Besides, during the last five years
the deficit continued with a
fluctuating trend.

fiscal

Revenue Receipts: During 2011-12, 90
per cent of the total revenue came from
the Government of India as Central
transfers (14 per cent) and grants-in-aid
(76 per cent). The State however,
achieved the total revenue collection
target fixed by the XIII-FC during 2011-
12

Revenue Expenditure: The overall
revenue expenditure of the State
increased by X 687.59 crore (16.42 per
cent) over the previous year. The revenue
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expenditure constituted 79.56 per cent of
total expenditure while the expenditure
incurred under capital head constituted
20.39 per cent.

There were 138 incomplete projects as on
31 March 2012 pertaining to 18
departments. Out of 138 incomplete
projects, 57 projects were due to be
completed by March 2012 in which
% 326.31 crore were blocked. The date of
completion in respect of the remaining 81
projects could not be furnished by the
departments.

Development expenditure of I 2246.10
crore in 2008-09 increased to I 3573.45
crore in 2011-12. However, its share in
aggregate expenditure decreased from
60.82 per cent to 58.33 per cent during
the period. The ratio of development
expenditure as a proportion to aggregate
expenditure had come down by 1.68 per
cent in 2011-12 as compared to the year
2008-09 which indicates that the State
had given lower priority to this category
of expenditure during the year 2011-12 as
compared to 2008-09.

The share of committed expenditure in
the non-plan Revenue Expenditure was
58.87 per cent of the revenue receipts.

The State needs to accord higher priority
developmental  expenditure
the this
category of expenditure during the year
2011-12 as compared to its aggregate
expenditure in 2008-09 and reduce its

to its

considering reduction in

committed expenditure in the overall
non-plan revenue expenditure. The State
also needs to ensure timely and effective
implementation of incomplete projects.

Oversight of funds transferred directly
from the GOI to the State
implementing agencies: During 2011-

12, an approximate amount of I 1284.05
crore was directly transferred by GOI to
the State Implementing Agencies. As
long as these funds remain outside the
State budget, there is no single agency
monitoring its use and there is no readily
available data on how much is actually
spent in any particular year on major
flagship schemes and other important
schemes which are being implemented by
State implementing agencies but are
funded directly by the GOI.

Government investment: The
Government had invested I 228.01 crore
in Statutory Corporations, Rural Banks,
Joint Stock Companies and Co-operatives
at the end of March 2012. The average
returns on this investment was nil during

the last five years.

The Government should ensure better
value for money in investment by
identifying the Companies/Corporation
which are endowed with low financial
but high socio-economic returns and
Jjustify if high cost borrowings are worth
being channelised there. Initiatives may
be taken to revive or close down or sell
out the
Corporations/Companies.

Financial management and budgetary
control: There was a saving of ¥ 864.74

crore and excess expenditure of ¥ 54.95

huge loss making

crore under 82 grants during 2011-12.
This excess expenditure together with an
excess expenditure of ¥ 447.10 crore
pertaining to 2000-01 and 2005-06 to
2010-11 require regulatisation by the
Legislature under Article 205 of the
of India. A rush of
expenditure was noticed in 50 grants in

Constitution

which expenditure exceeding I 10 crore
or more than 50 per cent of the total
expenditure was incurred in the last

vili
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quarter of 2011-12 and in some cases in
the month of March 2012. There were
118 AC Bills involving ¥ 81.24 crore
awaiting adjustment due to non-
submission of DCC Bills for long periods
and therefore was fraught with the risk of
misappropriation.

Budgetary  controls  should  be
strengthened in all the Government
departments,  particularly in  the
departments  where  savings/excess
persisted for last five years. A close and
rigorous monitoring mechanism should
be put in place by the DDOs to adjust the
Abstract Contingent Bills within sixty
days from the date the amounts are
drawn.

Financial Reporting: Timely submission
of utilisation certificates is a major area
of concern. At the end of March 2012, 75
UCs involving an aggregate amount of
X73.54 crore were pending for
submission even after a lapse of one to
five years from various departments.
Though the accounts of the State

Autonomous Bodies and Departmental
Commercial Undertakings were over due,
these accounts were not submitted. Non-
submission of accounts in time amounted
to non-compliance with the financial
rules. As on 31 March 2012, 11 cases of
misappropriation, defalcation ete.
involving I 45.34 crore and three theft
cases involving I 0.12 crore in eight
Departments ~ were  pending  for
finalisation. Cases of misappropriation,
defalcation, and  theft  indicated
inadequacy of controls in  the
departments.

The accounts of  Autonomous
Bodies/Authorities and Departmental
Commercial Undertakings need to be
finalised at the earliest. Departmental
inquiries in all  fraud  and
misappropriation  cases should be
expedited to bring the defaulters to book.
Internal  controls in  all  the
Organisations should be strengthened to

prevent such cases.
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Chapter I

Finances of the State Government

Profile of Nagaland

Nagaland was formed on 1 December 1963 as a Special Category State and is situated in
the North-Eastern region of India bordering three States viz. Assam in North and West,
Arunachal Pradesh in East and Manipur in the South. It has an international border with
Myanmar in the East. Topographically, the State is mountainous and the altitude varies
approximately between 194 metres and 3048 metres above the sea level. With a
geographical area of 16579 sq. kms i.e. about 0.51 per cent of country’s total
geographical area, Nagaland provides shelter to 0.16 per cent population of the country.
Nagaland has a lower density of population, higher proportion of rural population, higher
literacy rate and lower infant mortality rate as compared to the All India Average figures
(Appendix 1.1 D). The compound annual growth rate of GSDP in respect of Nagaland
for the period 2001-02 to 2011-12 was 10.99 per cent.

The accounts of the State Government are kept in three parts (i) Consolidated Fund, (ii)
Contingency Fund and (iii) Public Account (Appendix 1.1 A). The annual accounts of
the State Government consist of Finance Accounts and Appropriation Accounts.

This chapter provides a broad perspective of the finances of the Government of Nagaland
during the current year (2011-12) and analyses critical changes in the major fiscal
aggregates relative to the previous year keeping in view the overall trends during the last
five years. The layout of the Finance Accounts is depicted in Appendix 1.1 B. Appendix
1.1 C of the chapter briefly outlines the methodology and selected terms adopted for the
assessment of the fiscal position of the State and Appendix 1.3 presents the time series
data on key fiscal variables/parameters and fiscal ratios relating to the State Government
finances for the period 2007-12.

1.1  Summary of Current Year’s Fiscal Transactions

Table 1.1 presents the summary of the State Government’s fiscal transactions during the
current year (2011-12) vis-a-vis the previous year while Appendix 1.4 A provides details
of receipts and disbursements as well as overall fiscal position during the same period.
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2010-11
Section-A:

4999.99
22752
183.14
689.46

3900.07
Section-B:
0.00
2.31
463.35

0.00
2267.53

102.55
7835.73

Table 1.1 Summary of Current Year’s Fiscal Operations
(Rupees in crore)
Receipts 2011-12  2010-11 Disbursements 2011-12
Revenue Non Plan Total
Plan
Revenue receipts’ 558638 4187.84 Revenue expenditure”  4054.08 821.58 4875.66
Tax revenue 303.88 1843.17 General services 2295.97 2230 231827
Non-tax revenue 232.95 112572 Social services 92334 230.78 1154.12
Share of Union Taxes/ 803.20 1218.95 Economic services 834.77 56850 1403.27
Duties
Grants from 4246.35 0.00 Grants-in-aid and 0.00 0.00 0.00
Government of India ‘ Contributions
Capital
Misc. Capital Receipts 0.00 1122.94 Capital Outlay 0.04 124935 1249.39
Recoveries of Loans 2.44 4.12 Loans and Advances 0.33 2.42 NS
and Advances disbursed
Public Debt receipts 1318.85 261.16 Repayment of Public 798.57
Debt ‘

Contingency Fund 0.00 0.00 Contingency Fund 0.00
Public Account 2611.38 2159.59 Public Account 2364.57
receipts disbursements
Opening Cash Balance 100.08  100.08 Closing Cash Balance 328.19

Total 9619.13 7835.73 Total 9619.13

The following are the significant changes during 2010-11 over the previous year:

Revenue receipts increased by I 586.39 crore (11.73 per cent) from I 4999.99
crore in 2010-11 to I 5586.38 crore in 2011-12 due to increase in grants from
Government of India (GOI) X 346.28 crore), State’s Own Tax revenue (X 76.56
crore), State’s Non-Tax revenue (X 49.81 crore) and State’s share of Union taxes
and duties (X 113.74 crore). The revenue receipts at T 5586.38 crore was however,
lower than the assessment made by the State Government in its Fiscal
Consolidation Roadmap (FCR) (X 5777.64 crore) for the year 2011-12 by
% 191.26 crore.

Revenue expenditure of the State, on the other hand increased by I 687.82 crore
(16.42 per cent) from X 4187.84 crore in 2010-11 to I 4875.66 crore in 2011-12,
mainly under the heads Administrative services (X.171.81 crore), Interest payment
and Servicing of Debt (X 26.06 crore), Pension and Miscellaneous General
Services (X 251.63 crore), Education, Sports and Art & Culture (X 16.95 crore),
Health and Family Welfare (X 35.32 crore), Agriculture and Allied Activities
(X 37.31 crore), Energy (X 71.94 crore) and Transport (X 70.29 crore) offset by

! Revenue receipts and Non-tax revenue are inclusive of gross receipt (¥ 13.11 crore) from State
Lotteries.

? Revenue expenditure and General Services (Non-Plan) are inclusive of expenditure (¥ 1.76 crore) on
State Lotteries
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decrease in Rural Development (% 36.36 crore) and Social Welfare & Nutrition
(329.53 crore). The revenue expenditure (¥ 4875.66 crore) was higher than the
assessment made by the State Government in its FCR (X 4787.18 crore) for the
year 2011-12 by ¥ 88.48 crore.

» Capital Expenditure increased by ¥ 126.45 crore (11.26 per cent) from T 1122.94
crore in 2010-11 to ¥ 1249.39 crore in 2011-12, mainly under the head General
Service (R 18.58 crore), Education, Sports, Art & Culture (3 18.45 crore), Water
Supply, Sanitation, Housing & Urban Development (% 14.69 crore), Agriculture
& Allied Activities X 32.60 crore), Transport (X 26.30 crore) and Energy
(X 23.53 crore) offset by decrease in Industry (X 4.91 crore), Social Welfare and
Nutrition (X 2.32 crore) and Irrigation and Flood Control (X 1.15 crore).

e Recoveries of Loans and Advances increased by ¥ 0.13 crore and disbursement
decreased by X 1.37 crore in 2011-12 over the previous year.

e During the year 2011-12 public debt receipts® increased by ¥ 855.50 crore from
% 463.35 crore in 2010-11 to I 1318.85 crore in 2011-12 and repayment also
increased by ¥ 537.41 crore from ¥ 261.16 crore in 2010-11 to X 798.57 crore in
2011-12 over the previous year.

e Public Account Receipts increased by I 343.85 crore and disbursement also
increased by X 204.98 crore during 2011-12 over the previous year.

The total inflow increased by I 1785.87 crore (23.09 per cent) from ¥ 7733.18 crore in
2010-11 to X 9519.05 crore in 2011-12. The total outflow also increased by ¥ 1555.29
crore (20.11 per cent) from X 7735.65 crore in 2010-11 to ¥ 9290.94 crore in 2011-12.
The cash balance of the State at the end of 2011-12 increased by I 228.11 crore (227.93
per cent) from X 100.08 crore in 2010-11 to X 328.19 crore in 2011-12.

1.2 Nagaland Fiscal Responsibility and Budget Management Act, 2005
and Thirteenth Finance Commission Recommendations

With the enactment of a Fiscal Responsibility and Budget Management Act (FRBM) Act,
2005 at the centre, Twelfth Finance Commission (TFC) recommended that each State
enact a fiscal responsibility legislation prescribing specific annual targets with a view to
eliminate the revenue deficit by 2008-09 and reduce fiscal deficit based on a path for
reduction of borrowings and guarantees. The targets prescribed in NFRBM Act and
projections made by State Government in its Medium Term Fiscal Policy Statement
(MTFPS) vis-a-vis achievements during the year 2010-11 is detailed in the table below:

3 Public Debt Receipts includes market loans, special securities issued by RBI and loans and advances from

GOL.



Audit Report on State Finances for the year ended 31 March 2012

Table 1.2: Trends in major Fiscal Variables vis-a-vis Projections for 2011-12

Fiscal Parameters Targets as prescribed  Projections made by State Actual
in NFRBM Act. Government in MTFPS*
Revenue deficit Zero per cent of GSDP  No revenue deficit Revenue surplus — 12.73
' . ‘ ‘ . : per cent of RR
Fiscal deficit 3.50 per cent of GSDP 3.50 per cent of GSDP 4.47 per cent of GSDP

Consolidated debt 55.80 per cent of GSDP  43.59 per cent of GSDP 55.03 per cent of GSDP

* Medium Term Fiscal Policy Statement.
The State Government could achieve two out of the three targets set in NFRBM Act and
one projection out of the three projections made in the MTFPS.

1.2.1 The Thirteenth Finance Commission Recommendations

The Thirteenth Finance Commission had recommended growth of Tax and Non-Tax
Revenue during 2011-12. The targets fixed by XIII-FC vis-a-vis the actuals are given
below:

Table 1.3: XIII-FC recommendations vis-a-vis the actuals
(Rupees in crore)

Year XIII-FC recommendations Actuals
Tax Non-Tax Total Tax Non-Tax Total
revenue revenue revenue revenue
2010-11 203.78 3156  235.34 22730 181.61 408.93
2011-12 226.52 48.34 274.86 303.88 231.19 535.07

Source: Thirteenth Finance Commission Report and Finance Account

The State achieved the target fixed by the XIII-FC in collection of revenue from own
sources under Tax Revenue as well as Non-tax Revenue. The total tax collection was
higher by X 260.21 crore (94.67 per cent) as compared to XIII-FC recommendation.

The tax and non-tax revenue receipts vis-a-vis the normative assessment made by the
Thirteenth Finance Commission and the assessment made by the State Government in
2011-12 were as under:

Table 1.4: Revenue receipts relative to XIII-FC and State’s projections for 2011-12
(Rupees in crore)

Assessment by the Assessment made by Actual Receipts
XIII-FC the State Government
in its FCR
Own Tax Revenue 226.52 221.55 303.88
Non-Tax Revenue 48.34 158.16 231.19

FCR: Fiscal Consolidation Roadmap

Though the assessment of Tax Revenue and Non-tax Revenue of the State together in
2011-12 made by the State Government in its Fiscal Consolidation Roadmap (FCR)
(Appendix 1.2) was higher than the assessment made by XIII-FC, the actual achievement
of OTR and NTR remained at 34.15 per cent and 378.26 per cent respectively higher
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than the assessment made by the XIII-FC and 37.16 per cent and 46.17 per cent

respectively higher than the assessment made by the State Government in its FCR during
2011-12.

The Thirteenth Finance Commission had also fixed the sector-wise target for non-plan

revenue expenditure for the period 2010-15. The targets fixed by XIII FC vis-a-vis the
actuals are given below:

Table 1.5: XIII-FC recommendations vis-a-vis actuals during 2011-12
(Non-plan Revenue Expenditure)
(Rupees in crore)

Sector Recommendations of Actuals
; XIII-FC

Salay. . 4748 | 224696
Interest Payment 358.72 417.39
Pension ~ 43224 |  586.68
Other General Service 241.61 454.10
Other Social Service 51.54 72.88
Other Economic Service 34.88 274 .31
Total ) | 2593.84 4052.32

Source: Thirteenth Finance Commission Report and Finance Account

The table indicates that the State failed to contain its non-plan revenue expenditure to the
level recommended by the XIII-FC. During 2011-12'non-plan revenue expenditure was
X 1458.48 crore (56.23 per cent) more than the XIII-FC recommendation.

1.3 Budget Analysis

The budget papers presented by the State Government provide description of projections
or estimations of revenue and expenditure for a particular fiscal year. The importance of
accuracy in the estimation of revenue and expenditure is widely accepted in the context
of effective implementation of fiscal policies for overall economic management. Several
reasons may account for the deviation of the actual realisation/expendiure from the
budget estimates. It may be because of unanticipated and unforeseen events or under or
over estimation of expenditure or revenue at the budget stage etc. Actual realisation of
revenue and its disbursement however, depends on a variety of factors, some internal and
others external. Table 1.6 presents the consolidated picture of State Finances during
2010-11 Actuals, 2011-12 Budget Estimates (BEs), 2011-12 Revised Estimates (REs)
and 2011-12 Actuals. '
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Tablel.6: Variation in Actual Fiscal parameters over estimates
(Rupees in crore)

Parameters 2010;11 2011-12
Actuals Budget Revised Actual
Estimates  Estimates

Tax Revenue . ... 2. D11 26596 0388
Non-Tax Revenue 181.61 190.85 169.64 231.19
RevencReceps, 7 1 490846 oollel 584632  5584.62
Non-debt Capital Receipts 231 3.50 3.75 2.44
Revenue Expenditure =~ . a18e31 460055 511945 4873.90
Interest Payments 394.33 439.67 434.69 417.39
Capital Expenditure - 112294 143543 @ 142455 1249.39
Disbursement of Loans & Advances 4.12 391 6.28 2,75
Revenue Deficit/Surplus ‘ s 1011.06 726.87 710.72
Fiscal deficit/Surplus -312.60 -424.78 -700.21 -538.98
Primary Deficit/surplus i o 1489 26552 -121.59

Chart 1.1: Selected fiscal Parameters: Estimates vis-a-vis Actual during 2011-12
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During 2011-12, the actual revenue receipts was less than the budget estimates by
X 26.99 crore (0.48 per cent) while actual revenue expenditure was higher by
R 273.35 crore (5.94 per cent) over budget estimates resulting in attaining a lower
revenue surplus of X 300.34 crore as compared to the projections made in the
budget estimates.

During the current year the tax revenue of the State increased by T 76.56 crore
(33.68 per cent) over the previous year. The actual collection of tax revenue
during the year also increased by I 52.69 crore (20.98 per cent) over the budget
estimates for the year mainly due to higher collection of Sales Tax, Trade etc.
(X 45.62 crore) and Taxes on vehicle (% 6.72 crore). The revenue from Sales Tax,
Trade etc. contributed the major share of Tax Revenue (76.06 per cent) during the
current year and it increased by 38.21 per cent over the previous year.

The increase in Non-Tax Revenue by X 40.34 crore as compared to the budget
estimates for 2011-12 was due to increase in receipts mainly under Police
(X 27.33 crore), Miscellancous General Services (X 16.45 crore), Education,
Sports, Arts & Culture (X 11.81 crore) offset mainly by decrease in Power
(X15.72 crore).

The increase in Revenue Expenditure by I 273.35 crore (5.94 per cent) over the
budget provision for 2011-12 was due to increase in General Services I 204.80
crore (74.92 per cent), Social Services by I 14.25 crore (5.21 per cent) and
Economic Services by X 54.30 crore (19.87 per cent).

During the year 2011-12, the actual Capital expenditure was less than the budget
provision by X 186.04 crore (12.96 per cent) which is attributable to decrease in
General Services X 250.49 crore (134.64 per cent) and Social Services I 25.04
crore (13.46 per cent) offset by increase in Economic Services X 89.49 crore
(48.10 per cent).

Actual fiscal deficit was increased over the assessment made in the budget
estimates by I 114.20 crore (26.88 per cent) mainly due to increase in Revenue
Expenditure. The primary surplus of ¥ 81.73 crore in 2010-11 turned to primary
deficit of ¥ 121.59 crore in 2011-12.

Resources of the State

1.4.1 Resources of the State as per Annual Finance Accounts

Revenue and capital are the two streams of receipts that constitute the resources of the

State Government. Revenue receipts consist of tax revenue, non-tax revenue, State’s
share of union taxes and duties and grants-in-aid from the Government of India (GOI).
Capital receipts comprise miscellaneous capital receipts such as proceeds from
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disinvestments, recoveries of loans and advances, debt receipts from internal sources
(market loans, borrowings from financial institutions/commercial banks) and loans and
advances from GOI as well as accruals from Public Account.

Table-1.1 presents the receipts and disbursements of the State during the last two years
as recorded in its Annual Finance Accounts while Chart 1.2* depicts the trends in
various components of the receipts of the State during 2007-12. Chart 1.3* depicts the
composition of resources of the State during the current year and Table 1.7 presents the
trends in growth and composition of receipts for the years 2007-08 to 2011-12.

Chart 1.2: Trends in Receipts
10000 A

-y 9517.29
7731.65
8000 + 6901.39
e 00 5895.31
2 6000 -
- 4821.80 4998.46 5584.62
= 5000 3718.48
Q
3 4000 3399.79
3 2995.04
& 3000 T e el 2267.53
= 1841.41 . 2611.38
2000 {1 1418.00 e '
— e 1321.29
. B e SR g809.45 wt
quUs. /0T T T 40J.00 1 1
2007-08 2008-09 2009-10 2010-11 2011-12
|:.— Revenue Receipts ==== Capital Receipts ™= ™= pyblic Accounts Receipts Total Receipts

Chart 1.3: Composition of receipts during 2011-12

Public Accounts
Receipts, 2611.38,
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Table 1.7: Trends in growth and composition of receipts.

(Rupees in crore)

Sources of State receipts 2007-08| 2008-09| 2009-10 | 2010-11 | 2011-12

I | Revenue receipts ; 2995.04 | 3399.79 | 3718.48 | 4998.46 | 5584.62

II | Capital Receipts (CR) 408.76 | 654.11 | 809.45| 465.66 | 1321.29
Miscellaneous Capital Receipts - - - - -
Recovery of Loans and Advances 3.06 2.57 4.20 2.31 2.44
Public Debt Receipts : 405.70 | 651.54 | 805.25| 463.35| 1318.85
Rate of growth of non-debt CR (-)29.33 | (-)16.01 63.42 | (-)45.00 5.63
Rate of growth of debt CR (-)6.26 | 60.60 2359 | (-)42.46 | 184.63
Rate of growth of Revenue Receipt 8.06 13.51 9.37 34.42 11573
Rate of growth of GSDP 1127 | 16.85 8.87 8.26 - 8.48
Rate of growth of CR (-)6.49 | 60.02 2375 | (-)42.47| 183.75
Debt Capital buoyancy w.r.t GSDP (-)0.56 3.60 266 | (-)5.14 2177
Non Debt Capital Buoyancy w.r.t GSDP (-)2.60 | (-)0.95 7.15 | (-)5.45 0.66
Revenue Receipt Buoyancy w.r.t GSDP 0.72 0.80 106 416 1.38

IIT | Contingency Fund - - - = -

IV | Public Account Receipts 1418.00 | 1841.41 | 2373.46 | 2267.53 | 2611.38
Small Savings, Provident Fund etc 135.42 | 122.44 149.54 191.57 196.97
Reserve Fund 6.85 531 26.49 36.96 29.00
Deposits and Advances 209.02 | 134.09| 786.40| 545.72| 718.11
Suspense and Miscellaneous SUE e Y 52.94 2117 24.79
Remittances 1015.64 | 1057.59 | 1358.09 | 1472.11 | 1642.51

Total Receipts 4821.80 | 5895.31 | 6901.39 | 7731.65 | 9517.29

Chart 1.3 shows that the total receipts of the State Government for the year 2011-12 was
% 9517.29 crore out of which, the revenue receipts was I 5584.62 crore constituting
58.68 per cent of the total receipts. The balance came from capital receipts and Public
Account receipts.

The revenue receipts of the State increased from ¥ 2995.04 crore in 2007-08 to I 5584.62
crore in 2011-12 at a compound annual growth rate of 13.27 per cent. The buoyancy of
Revenue receipts w.r.t GSDP during the year was 1.38 per cent.

The capital receipts (including Public Account receipts) constituted 41.32 per cent of the
total receipts of the State during the year 2011-12, an increase of 115.28 per cent from
% 1826.76 crore in 2007-08 to ¥ 3932.67 crore in 2011-12.

Public Account receipts increased by X 343.85 crore (15.16 per cent) in 2011-12 over the
previous year due to increase in Deposit and Advances (X 172.39 crore), Remittances
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(X 170.40 crore), Provident Fund X 5.40 crore) and Suspense and Miscellaneous
 3.62 crore) offset by decrease in Reserve Fund (X 7.96 crore).

1.4.2 Funds Transferred to State Implementing Agencies Outside the State Budget

The Central Government has been transferring a sizeable quantum of funds directly to the
State Implementing Agencies’ for the implementation of various schemes/programmes in
social and economic sectors recognised as critical. As these funds are not routed through
the State Budget/State Treasury System, Annual Finance Accounts do not capture the
flow of these funds and to that extent, State’s receipts and expenditure as well as other
fiscal variables/parameters derived from them are underestimated. To present a holistic
picture on availability of aggregate resources, funds directly transferred to State
Implementing Agencies are detailed in Appendix 1.5. An approximate amount of
T 1284.05 crore was directly transferred during the year. Significant amounts released for
major programmes/schemes are presented in Table 1.8.

Table-1.8: Funds Transferred Directly to State Implementing Agencies

(Rupees in crore)

Name of the Implementing ote Hunds Reledsed

Name of the Programme/Scheme Agency in the State by th; 0Gl(l)Ilguring
Mahatma Gandhi National Rural Employment  Project Directors, DRDA, 11 673.47
Guarantee Programme ‘ Districts ,

Sarva Shiksha Abhiyan (SSA) SSA State Mission Authority 97.98
National Rural Health Mission (NRHM) State Health Society 87.21
National Rural Drinking Water Programme SWSM 80.91
Integrated Watershed Management Programme | State Level Nodal Agency 60.68
Rural Housing (Indira Awas Yojana) Project Directors, DRDA 34.48
Rashtriya Madhyamik Siksha Abhiyan Nagaland Education Mission 28.26
. . - Society . ;
Capacity Building for Service Civil Aviation & Tourism 27.36
Providers/Infrastructure development
National aids Control Programme Nagaland State AIDS 17.04
. . Control Society '
National Bamboo Mission Nagaland Bamboo Mission 17.00
Development Agency
Total 1124.39

Source: ‘Central Plan Scheme Monitoring System’ portal in Controller General of Account’s website

An approximate amount of I 1284.05 crore was directly transferred by GOI to the State
Implementing Agencies during 2011-12, an increase of X 250.43 crore (24.23 per cent)
over the previous year. Out of an approximate amount of I 1284.05 crore directly
transferred to implementing agencies during the year, ¥ 1124.39 crore (87.57 per cent)
was transferred to 10 Central Schemes viz. Mahatma Gandhi National Rural Employment

7 State Implementing Agency includes any Organization/Institution including Non-Governmental Organization which is
authorised by the State Government to receive the funds from the Government of India for implementing specific
programmes in the State, e.g. State Implementation Society for SSA and State Health Mission for NRHM etc.
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Guarantee Programme, X 673.47 crores (52.45 per cent), Sarva Shiksha Abhiyan (SSA)
X 97.98 crore (7.63 per cent), National Rural Health Mission (NRHM) ¥ 87.21 crores
(6.79 per cent), National Rural Drinking Water Programme X 80.91 crore (6.30 per cent),
Integrated Watershed Management Programme I 60.68 (4.73 per cent) Rural Housing
(Indira Awas Yojona) I 34.48 crore (2.69 per cent), Rashtriya Madhyamik Siksha
Abhiyan X 28.26 crore (2.20 per cent), Capacity Building for Service
Providers/Infrastructure development ¥ 27.36 crore (2.13 per cent), National Aids
Control Programme X 17.04 crore (1.33 per cent) and National Bamboo Mission ¥ 17.00
crore (1.32 per cent).

With the transfer of an approximate amount of ¥ 1284.05 crore directly by GOI to the
state Implementing Agencies, the total availability of State resources during 2011-12 had
increased from X 9519.05 crore to X 10803.10 crore.

As long as these funds remain outside the State budget, there is no single agency
monitoring its use and there is no readily available data on how much is actually spent in
any particular year on major flagship schemes and other important schemes which are
being implemented by State implementing agencies but are funded directly by the GOI.

1.5 Revenue Receipts

Statement-11 of the Finance Accounts details the revenue receipts of the Government.
The revenue receipts consist of its own tax and non-tax revenues, central tax transfers and
grants-in-aid from GOI. The trends and composition of revenue receipts over the period
2007-12 are presented in Appendix 1.3 and depicted in Charts 1.4 and 1.5 respectively.
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Chart 1.4: Trends in Revenue Receipts
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The revenue receipts have shown a progressive increase with inter-year variations and
changes in its composition i.e. the share of own taxes, non-tax revenue and Central
transfers during the period 2007-12.
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Tax and non-tax revenue receipts together increased by ¥ 285.20 crore from 3249.87 in
2007-08 to X 535.07 crore in 2011-12 at a compound annual growth rate of 16.45
per cent.

The Revenue Receipts of the State increased from T 2995.04 crore in 2007-08 to
X 5584.62 crore in 2011-12 at a compound annual growth rate of 13.27 per cent. While
9.58 per cent of the revenue receipts during 2011-12 have come from the State’s Own
Resources comprising taxes and non-taxes, Central Tax Transfers and Grants-in-aid
together contributed 90.42 per cent. The percentage share of State’s Own Resources and
the Central Transfers in Revenue receipts of the State exhibited relative stability during
the last five years (2007-12).

Central tax transfers to the State increased by I 113.74 crore (16.50 per cenf) from
% 689.46 crore in 2010-11 to I 803.20 crore in 2011-12. This was due to increase in
Corporation Tax (X 46.70 crore), Tax on Income other than Corporation Tax
(X 18.20 crore), Tax on Wealth (X 0.67 crore), Service Tax (X 27.06 crore), Customs
(X 18.71 crore) and Union Excise Duties (X 2.40 crore).

The trends in revenue receipts relative to GSDP are presented in Table 1.9 below:

Table 1.9: Trends in Revenue Receipts relative to GSDP

2007-08  2008-09 2009-10  2010-11  2011-12

Revenue Receipts (RR) (Rupees in crore) 2995.04 3399.79 3718.48  4998.46 5584.62
Rate of growth of RR (per cent) 8.06 13251 03811 34.42 11.73
R R/GSDP (per cent) 37.09 36.03 36.20 44.95 46.29
Buoyancy Ratios

Revenue receipts Buoyancy w.r.t GSDP 0.72 0.80 1.06 4.17 1.38
State’s Own Tax Buoyancy w.r.t GSDP 0.92 Bl 1.77 3.14 3.97
Gross State Domestic Product (Rupees in crore) 8075.27 9436.07  10272.88 11121.00  12064.53
Rate of growth of GSDP 11.27 16.85 8.87 8.26 8.48

The Revenue Receipts buoyancy with respect to GSDP was 4.17 in 2010-11 which decreased
to 1.38 in 2011-12. The growth rate of Revenue Receipts was however, less than the growth
rate of GSDP in 2007-08 and 2008-09. The State’s own tax buoyancy with respect to GSDP
was 3.14 in 2010-11 which increased to 3.97 in 2011-12.

The break-up of Grants-in-aid received from GOI during 2007-12 is given in the table below:

Table 1.10. : Grants-in-aid from Government of India
(Rupees in crore)

2007-08 | 2008-09 | 2009-10 2010-11 | 2011-12

Grants for State Plan Schemes 818.62 1003.27 1041.00 936.32 985.20
Non-Plan Grants 1246.03 1316.76 1460.86 2658.28 2841.16
Grants for Central Plan Schemes, 280.75 322.45 477.01 305.47 419.99
Centrally Sponsored Plan Schemes
and Special Plan Schemes

Total 2345.40 2642.48 2978.87 3900.07 4246.35
Percentage of increase/decrease 4.45 12.67 12.73 30.92 8.88
OVer previous year
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Grants-in-aid from Government of India have increased by I 346.28 crore (8.88 per cent)
from T 3900.07 crore in 2010-11 to T 4246.35 crore in 2011-12 contributing 76.04 per cent
of the total Revenue Receipts during 2011-12. This increase was due to enhanced grants for
non-plan grants (¥ 182.88 crore), Grants for State Plan Schemes (% 48.88 crore), Centrally
Sponsored Plan Schemes (347.39 crore), Grants for Special Plan Schemes (X 35.98 crore)
and Grants for Central Plan Schemes (X 31.15 crore).

1.5.1 State’s Own Resources

As the State’s share in Central taxes and Grants-in-aid are determined on the basis of
recommendations of the Finance Commission, collection of Central tax receipts and Central
assistance for plan schemes etc, the State’s performance in mobilisation of additional
resources should be assessed in terms of its own resources comprising revenue from its own
tax and non-tax sources. The gross collection in respect of major taxes and duties as well as
the components of non-tax receipts vis-a-vis budget estimates, the expenditure incurred on
their collection and the percentage of such expenditure to the gross collection during the
years from 2007-08 to 2011-12 are detailed in Appendix 1.6. The tax and non-tax revenue
for the years 2010-11 and 2011-12 are detailed in Charts 1.6 and 1.7 below.

Tax Revenue

Chart 1.6 : Tax Revenue component during 2010-11 and 2011-12 (Rupees in crore)
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The tax revenue increased by I 76.56 crore (33.68 per cent) from X 227.32 crore in
2010-11 to ¥ 303.88 crore in 2011-12. The major contribution to the State’s tax revenue
during the year were sales tax (X 231.12 crore), Taxes on Vehicles (X 34.58 crore) and
Tax on Goods and Passengers (% 4.85 crore).

The increase in sales tax revenue by I 63.90 crore from 167.22 crore in 2010-11 to
% 231.12 crore in 2011-12 represented around 83.46 per cent of incremental tax revenue "
of the State during the year.
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Chart 1.7: Non-tax Revenue component during 2010-11 and 2011-12
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The major contributors in the non-tax revenue during the year included Power X 94.28
crore), Police (X 30.65 crore), Miscellanecous General Services (327.25 crore), Road
Transport (X 12.90 crore), Education, Sports, Arts & Culture (X 12.16 crore), Interest
Receipts (X 9.62 crore), Forestry and Wildlife (X 8.87 crore) and Civil Aviation (X 6.36
crore). Increase in Non Tax Revenue (NTR) in 2011-12 (¥ 49.58 crore) over the previous
year was mainly on account of Power (X 20.27 crore), Miscellaneous General Service
(X 14.82 crore) and Road Transport (X 1.35 crore).

1.5.2. Cost of collection

The gross collection in respect of major revenue receipts, expenditure incurred on
collection and the percentage of such expenditure to gross collection during the last three
years (2009-10 to 2011-12) along with relevant all India average percentage of
expenditure on collection to gross collection for 2010-11 are as follows:

—
wn
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Table 1.11 : Cost of collection

Expenditure All India
Collection| on collection | Percentage off average
Bl . Heads of Year | (Rupeesin | of revenue | expenditure | percentages
No Revenue crore) (Rupees in crore) | on collection | for the year
2010-11
2009-10| 13222 4.18 3.16
o E0010-11 | 167.22 5.59 3341 005
e i o 6.10 2.64
2009-10 3.13
2 | State Excise [2010-11 3.00 NA NA 3.05
2011-12 3.36
2009-10 16.73 2.24 13.39
o o010-11] 2392 3.20 1338 [0 L
e 0 10.70
Stamps and  |2009-10 1.19 0.16 13.45
4 | Registration [2010-11 1.35 025 18.52 1.60
Fees 2011-12 1.85 0.25 13.51

(Source: Finance Accounts and compilation of All India average)

Table 1.11 indicates that the percentage of expenditure on collection in respect of all the
components of State’s Own Tax revenue except State Excise (the percentage of collection
was not available) was much higher than the All India Average cost of collection which
indicates that the excess expenditure incurred on collection of revenue might impede the
movement towards achieving a healthy fiscal path in the State.

1.6  Application of resources

Analysis of the allocation of expenditure at the State Government level assumes
significance since the Government is entrusted with major expenditure responsibilities.
Within the framework of fiscal responsibility legislations, there are budgetary constraints
in raising public expenditure financed by deficit or borrowings. It is therefore, important
to ensure that the ongoing fiscal correction and consolidation process at the State level is
not at the cost of expenditure, especially expenditure directed towards development and
social sectors.

1.6.1 Growth and Composition of Expenditure

Chart 1.8 presents the trends in total expenditure over a period of five years (2007-12)
and its composition both in terms of ‘classification of expenditure’ and ‘expenditure by
activities’ is depicted respectively in Charts 1.9 and 1.10.
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o Chart 1.8: Total Expenditure: Trends and Composition
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Statements 12 & 13 of the Finance Accounts depict the detailed revenue expenditure by
minor heads and capital expenditure respectively. States raise resources to perform their
sovereign functions, maintain their existing nature of delivery of social and economic
services and extend the network of these services through capital expenditure and
investments to discharge their debt service obligations. The total expenditure of the State
increased from Y 3395.38 crore in 2007-08 to X 6126.04 crore in 2011-12.

Total expenditure during 2011-12 at I 6126.04 crore increased by X 812.67 crore (15.29
per cent) over the previous year. Out of the total expenditure in 2011-12, revenue
expenditure was 79.56 per cent (X 4873.90 crore) while capital expenditure was 20.39
per cent (X 1249.39 crore) and loans and advances was 0.05 per cent (X 2.75 crore). The
increase in total expenditure during 2011-12 over the previous year was due to increase
of revenue expenditure by I 687.59 crore and capital expenditure by I 126.45 crore
offset by decrease in disbursement of loans and advances by ¥ 1.37 crore.

The non-plan revenue expenditure (X 4052.32 crore) increased by ¥ 352.06 crore (9.51
per cent) during the year as compared to the projection made by the State Government in
its Fiscal Consolidation Roadmap (FCR) for 2011-12 (X 3700.26 crore). The capital
expenditure (X 1249.39 crore) was lower by X 165.99 crore (11.73 per cent) as compared
to the assessment made by the State Government in its FCR (X 1415.38 crore).
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Chart 1.9: Total Expenditure: Trends in share of its Components
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Chart 1.10: Total Expenditure: Trends by 'Activities'
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The total expenditure, its annual growth rate, the ratio of expenditure to the GSDP and to

revenue receipts and its buoyancy with respect to GSDP and revenue receipts are
indicated in Table 1.12.
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Table 1.12: Total expenditure-basic parameters

2007-08 | 2008-09 | 2009-10 | 2010-11| 2011-12
Total Expenditure (TE) R in crore) | 3395.38 | 3742.99 | 4244.24]5313.37 | 6126.04
Rate of growth of TE (per cent) 15.80 10.24 15 .38 ) 012519 15.29
TE/GSDP ratio (per cent) 42.05 39.67 4131| 47.78 50.78
RR/TE (per cent) 88.21 90.83 87.66| 94.07 91.16
Buoyancy of Total expenditure with reference to: . '
GSDP (ratio) 1.40 0.61 1.51 3.05 1.80
Revenue Receipt (ratio) 19% ¢ 076 1.43 0.73 1.30
GSDP (Rupees in crore) 8075.27 | 9436.07 | 10272.88 |11121.00 |{12064.53
Rate of growth of GSDP (per cent) 1127 16.85 8.87 8.26 8.48
Revenue Receipts (Rupees in | 2995.04 | 3399.79 | 3718.48| 4998.46 | 5584.62
crore)
Rate of growth of RR (per cent) 8.06 1351 937| 3442 1173

During the current year, 91.16 per cent of the total expenditure was met from revenue
receipts and the remaining from capital receipts and borrowed funds.

The General Service expenditure increased by I 493.45 crore (23.97 per cent) from
% 2058.81 crore in 2010-11 to ¥ 2552.26 crore in 2011-12, Social Services expenditure
increased by T 61.08 crore (4.26 per cent) and Economic Services expenditure increased
by X 259.51 crore (14.27 per cent).

The pattern of total expenditure in the form of non-plan and plan expenditure during
2011-12 showed that they contributed 66.16 per cent (X 4052.69 crore) and 33.84 per
cent (X 2073.35 crore) respectively. The non-plan expenditure increased by I 749.73
crore as compared to the previous year due to increase in revenue expenditure under
General Services, Social Services and Economic Services by I 460.01 crore, ¥ 112.68
crore and I 176.77 crore respectively, capital expenditure under Economic Services by
% 0.03 crore and Loans & Advances by 0.24 crore.

Plan expenditure increased by I 62.94 crore as compared to the previous year due to
increase in revenue expenditure under General Services by I 14.87 crore, Economic
Services by T 7.54 crore, capital expenditure under General Services by I 18.58 crore,
Social Services by I 32.68 crore and Economic Services by X 75.16 crore offset by
decrease in revenue expenditure under Social Services by ¥ 84.28 crore and Loans &
Advances by X 1.61 crore.
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1.6.2 Trends in total expenditure in terms of activities

In terms of activities, total expenditure could be considered as being composed of
expenditure on General Services including interest payments, Social and Economic
Services, Grants-in-aid and Loans & Advances.

The expenditure on General Services and Interest Payments, which are considered as
non-developmental, together contributed 41.66 per cent in 2011-12 as against 38.75 per
cent in 2010-11 and 39.18 per cent in 2007-08. On the other hand, developmental
expenditure i.e., expenditure on Social and Economic Services together accounted for
58.29 per cent in 2011-12 as against 61.17 per cent in 2010-11 and 60.74 per cent in
2007-08. This indicates that the non-developmental expenditure had increased by 2.91
per cent in 2011-12 as compared to previous year while the developmental expenditure
had decreased by 2.88 per cent over the same period.

1.6.3 Revenue Expenditure

Revenue expenditure had predominant share varying from 75.73 per cent to 79.56 per
cent of the total expenditure of the State during 2007-12. Revenue expenditure is incurred
to maintain the current level of services and payments for the past obligations and as such
does not result in any addition to the State’s infrastructure and service network.

The revenue expenditure, its rate of growth, the ratio of revenue expenditure to GSDP
and to revenue receipts and its buoyancy is indicated in Table 1.13.

Table 1.13: Revenue expenditure-basic parameters

2007-08| 2008-09| 2009-10| 2010-11 |2011-12

Revenue Expenditure (RE), of |2571.29 | 2888.44 | 3251.16 | 4186.31 14873.90
which (Rupees in crore)

Non-plan Revenue Expenditure | 2086.40 | 2344.79 | 2662.61 | 3302.86 [4052.32
(NPRE) (Rupees in crore)

Plan Revenue Expenditure (PRE) | 484.89 | 543.65| 588.55| 883.45 | 821.58
(Rupees in crore)

Rate of growth of RE (per cent) 15.76 12.33 12.56 28.75 | 16.42
Rate of growth of NPRE (per cent) 18.04 12433 183551 | 240588802069
Rate of growth of PRE (per cent) 6.88 12.12 8.26 50.11 | (-)7.00
RE as percentage to TE 7.3 T 76.60 78791 79.56
NPRE/GSDP (per cent) 2584 | 2485 25.92 29.70 | 33.59
NPRE/TE (per cent) 61.45 62.64 | 62.73 62.16 | 66.15
NPRE/RR (per cent) 69.66 | 6897 | 71.60 66.08 | 72.56
Buoyancy of RE with GSDP (ratio) 1.40 0.73 1.42 3.48 1.94
Buoyancy of RE with RR (ratio) 1.96 0.91 1.34 0.84 1.40
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Revenue expenditure of the State had increased by I 2302.61 crore (89.55 per cent) from
X 2571.29 crore in 2007-08 to I 4873.90 crore in 2011-12 at a compound annual growth
rate of 13.64 per cent. Both non plan revenue expenditure (NPRE) and plan revenue
expenditure (PRE) had shown an increase over the period 2007-12. Of the total increase
of X 687.59 crore in revenue expenditure during 2011-12 over the previous year, increase
in NPRE contributed 109.00 per cent (X 749.46 crore) while decrease in PRE accounted
for 9.00 per cent (X 61.87 crore). The increase of T 749.46 crore in NPRE during 2011-
12 over the previous year was mainly due to increase in Education, Sports, Art & Culture
by X 79.73 crore, Pensions and Miscellaneous General Services I 251.63 crore,
Administrative Service X 163.41 crore, Health and Family Welfare X 30.82 crore, Energy
X 70.81 crore, Interest Payment and Servicing of Debt I 26.06 crore and Transport
% 69.34 crore. The PRE had decreased by X 61.87 crore from X 883.45 crore in 2010-11
to ¥ 821.58 crore in 2011-12 mainly due to decrease in expenditure under Education,
Sports, Art & Culture X 62.78 crore, Social Welfare and Nutrition I 26.99 crore and
Rural Development X 23.91 crore offset by increase in Irrigation and Flood Control by
% 17.01 crore, Administrative Services by X 8.41 crore, Special Area Programmes by
% 7.11 crore, Fiscal Services by X 5.84 crore, Agriculture & Allied Activities by I 5.57
crore, Health & Family Welfare by ¥ 4.50 crore, Labour & Labour Welfare by ¥ 1.39
crore, Information & Broadcasting by X 1.20 crore and Energy by X 1.12 crore.

The actual non-plan revenue expenditure vis-a-vis assessment made by XIII-FC and State
Government are given below:-

Table 1.14: NPRE assessments made by XIII-FC and FCR

(Rupees in crore)

Assessment | Assessment made by Actual
made by State Government in
XIII-FC FCR
Non-Plan Revenue Expenditure 2593 85 3700.26 4052.32

The actual NPRE exceeded the normative assessment made by XIII-FC by ¥ 1458.47
crore (56.23 per cent) and also assessment made by the State in FCR by ¥ 352.06 crore
(9.51 per cent).

1.6.4 Committed Expenditure

The committed expenditure of the State Government on revenue account mainly consists
of interest payments, expenditure on salaries and wages, pensions and subsidies. Table
1.15 present the trends in the expenditure on these components during 2007-12.

The committed expenditure (i.e., interest payment, pension, salaries and subsidies) of the
State Government increased from I 2784.78 crore in 2011-12 to ¥ 3287.82 crore in
2011-12. The overall percentage of committed expenditure on NPRE and total Revenue
Receipts was 81.13 per cent and 58.87 per cent.
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Table 1.15: Components of Committed Expenditure

(Rupees in crore)

2007-08 | 2008-09 | 2009-10 | 2010-11 | 2011-12
Salaries & Wages, of which 1143751124930 144035 | 203398 D083 75
Non-plan 1123.47 | 1216.90 | 1405.90 | 1996.85 | 2246.96
Plan 19.78 32.49 36.95 37.08 36.79
Interest Payment 27046 | 31399 | 362.51 39433 417.39
Expenditure on Pension 25973 | 22896 | 279.06 33597 | 586.68
Subsidies 0.00 13.08 0.00 20.55 0.00
Total 1673.44 | 1805.42 | 2084.42 | 2784.78 | 3287.82

As per cent of RR
Salaries & Wages 38.17 36.75 38.80 40.69 40.89
Interest Payment 9.03 9.24 7.50 7.89 7.47
Expenditure on pension 8.67 6.73 9.75 6.72 10.51
Subsidies 0.00 0.38 0.00 0.41 0.00

Chart 1.11: Share of Committed Expenditure in Non-Plan Revenue
Expenditure during 2007-12
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Salaries & Wages:
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Expenditure on salaries under Non-Plan and Plan during the current year was I 2246.96

crore and X 36.79 crore respectively. The expenditure on salaries increased by I1140.50
crore (99.76 per cent) from X 1143.25 crore in 2007-08 to T 2283.75 crore in 2011-12 and
was X 808.90 crore more than the projection made in XIII-FC (X 1474.85 crore).
Expenditure on salaries and wages increased by I 249.82 crore (12.28 per cent) over the
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previous year mainly due to release of dearness allowance installments and incremental

benefits. Salary and wages accounted for 40.89 per cent of the revenue receipts during
2011-12.

Pension Payment:

The expenditure on pension had increased by I 326.95 crore (125.88 per cent) from
X 259.73 crore in 2007-08 to X 586.68 crore in 2011-12. The pension payment were
X 154.44 crore more than the assessment made by XIII-FC (X 432.24 crore) and also
X 10.39 crore more than the assessment made by the State Government in its MTFPS
(X 576.29 crore) for the year 2011-12. The pension payment recorded a growth of 74.62
per cent X 250.71 crore) over the previous year mainly due to introduction of new
pension policy by the State Government.

Interest Payments:

Chart 1.12 : Components of Interest Payment Chart 1.13 : Components of Interest Payment
during 2010-11 during 2011-12

43.04, 10%

42.22,11% 27.35,7%

26.81, 6%

B Interest on Internal Debt Interest on Internal Debt
B Interest on Small Savings, PF, etc. B Interest on Small Savings, PF, etc.
Ointerest on Loans & Advances from GOI O Interest on Loans & Advances from GOI

Interest payment increased by I 146.93 crore (54.33 per cent) from X 270.46 crore in
2007-08 to X 417.39 crore in 2011-12. The interest payment increased by X 23.06 crore
(5.85 per cent) during 2011-12 over the previous year due to increase in interest payment
on Internal Debt (X 22.78 crore) and Small Savings, Provident Fund etc. (X 0.82 crore)
offset by decrease in Interest on Loan and Advances from Central Government (X 0.54
crore).

The interest payment for the year 2011-12 was lower than the projection made by the
State Government in MTFPS (X 439.67 crore) but higher than the projections made in
XIII-FC (X 358.72 crore).
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1.6.5 Financial Assistance by State Government to local bodies and other
Institutions
The quantum of assistance provided by way of grants and loans to local bodies and
others during the current year relative to the previous years is presented in Table 1.16.
Table 1.16: Financial Assistance to Local Bodies etc.

(Rupees in crore)
Financial Assistance to Institutions 2007-08 2008-09 2009-10 2010-11 2011-12

Bducational Institutions (Aided Schools, Aided

Colleges, Universities, etc.) 2y bl e 5'50 g0
Co-Operation ) i 0.07 3.44 6.55
Municipal councils 0.27 2:11 1.20 Ul 2.98
Development Agencies 29.03 40.34 62.20 26.56 28.29
Hospitals and Other Charitable Institutions 8.73 10.16 10.78 12:59 14.70
Old Age Pension Scheme 16.67 1.43
Special Area Programme --- --- --- - 4.75
Other Institutions 1.41 7.47 6.21 38.13 99.63
Total 41.84 74.78 98.90 102.89 164.73
Assistance as percentage of RE 1.40 2.20 2.66 2.46 3.38

The total assistance to local bodies etc. increased by X 61.84 crore (60.10 per cent) from
X 102.89 crore in 2010-11 to ¥ 164.73 crore in 2011-12. Table 1.16 shows that the
assistance increased by ¥ 1.73 crore (6.51 per cent) from 326.56 crore in 2010-11 to
% 28.29 crore in 2011-12 in respect of development agencies whereas, it declined by
% 15.24 crore (91.42 per cent) from X 16.67 crore in 2010-11 to ¥ 1.43 crore in 2011-12
in respect of Old Age Pension Scheme.

1.7  Quality of Expenditure

The availability of better social and physical infrastructure in the State generally reflects
the quality of its expenditure. The improvement in the quality of expenditure basically
involves three aspects, viz., adequacy of the expenditure (i.e. adequate provision for
providing public services); efficiency of expenditure use, and, the effectiveness
(assessment of outlay-outcome relationships for select services).

1.7.1 Adequacy of Public Expenditure

The expenditure responsibilities relating to social sector and economic infrastructure are
largely assigned to State Governments. Enhancing human development levels requires
the States to step up their expenditure on key social services like education, health, etc.
Table 1.17 analyses the fiscal priority given by the Nagaland Government to various
expenditure heads in 2008-09 and the current year viz 2011-12 with regard to
developmental expenditure, social sector expenditure and capital expenditure.
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Table-1.17: Fiscal priority of the State in 2008-09 & 2011-12
: Fiscal priority by the State :AE/GSDP: DE/AE : SSE/AE | CE/AE | Education/AE i Health/AE ;

.ENagaland2008-09 i 39.67: 6001 : 2641 : 2279 : 1179 397 :
'Nagaland2011 12 i 50.78 : 5833: 24.37 0 2039 : 12.75 : 4.55 i

i AE: Aggregate Expenditure DE: Developmental Expendlture SSE Soclal Sector Expenditure
CE Capital Expenditure ‘

# Developmental expenditure includes Developmental Revenue Expenditure, Developmental Capltal
Expendlture and Loans and Advances disbursed.

. Source: For GSDP, the information was collected from the State’s Directorate of Economics and Statistics
The AE to GSDP ratio of the Government of Nagaland had increased by 11.11 per cent
from 39.67 per cent in 2008-09 to 50.78 per cent in 2011-12. The DE to AE marginally
decreased by 1.68 per cent whereas, SSE to AE and CE to AE declined by 2.04 per cent
and 2.40 per cent respectively as compared to 2008-09. Further, the expenditure on the
education sector and health sector as proportion of Aggregate expenditure was 12.75 per

cent and 4.55 per cent respectively in 2011-12 which is marginally higher as compared to
2008-09.

1.7.2 Efficiency of Expenditure Use

In view of the importance of public expenditure on developmental heads from the point
of view of social and economic development, it is important for the State Governments to
take appropriate expenditure rationalisation measures and lay emphasis on provision of
core public and merit goods’. Apart from improving the allocation towards
developmental expenditure’, particularly in view of the fiscal space being created on
account of decline in debt servicing in recent years, the efficiency of expenditure use is
also reflected by the ratio of capital expenditure to total expenditure (and/or GSDP) and
proportion of revenue expenditure being spent on operation and maintenance of the
existing social and economic services. The higher the ratio of these components to total
expenditure (and/or GSDP), the better would be the quality of expenditure. While
Table 1.18 presents the trends in developmental expenditure relative to the aggregate
expenditure of the State during the current year vis-a-vis budgeted and the previous years,
Table 1.19 provides the details of capital expenditure and the components of revenue
expenditure incurred on the maintenance of the selected social and economic services.

8 As detailed in Appendix 1.1 C

"The analysis of expenditure data is disaggregated into developmental and non-developmental expenditure. All
expenditure relating to Revenue Account, Capital Account and Loans and Advances are categorised into social
services, economic services and general services. Broadly, the social and economic services constitute developmental
expenditure, while expenditure on general services is treated as non-developmental expenditure.
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Table-1.18: Developmental Expenditure

(Rupees in crore)

Components of Developmental % 7 i 010-11 2011-12
speniiure 2007-08 2008-09 2009-10 2010 BE Nets
: 206521 2246.10 2467.96 3254.56 3573.45
Developmental Expenditure (a to c) (60.82) (60.01) (58.15) (61.25) 3441.95 (58.33)
a. Developmental Revenue 1378.83  1540.70 1668.46 2344.67 2488.84 255739
Expenditure (40.61) (41.16)  (39.31) (44.13) ’ (41.74)
: . 68377 | 70394 @ 79595 i 90577 1013.64
b. Developmental Capital Expenditure (20.14) (1881) (18.75) (17.05) 949.20 (16.55)
2.61 1.46 3.55 4.12 2.42

c. Developmental Loans and Advances (0.08) (0.04) (0.09) (0.08) 391 (0.04)
Figures in parentheses indicate percentage to aggregate expenditure

The developmental expenditure (X 3573.45 crore) exceeded the assessment made by the
State Government in the budget by ¥ 131.50 crore. The developmental revenue and
capital expenditure increased by X 212.72 crore (9.07 per cent) and X 107.87 crore (11.91
per cent) respectively over the previous year. The increase in developmental revenue
expenditure was mainly under Education, Sports, Art & Culture (X 16.95 crore), Health
& Family Welfare (X 35.32 crore), Agriculture & Allied Activities (X 37.30 crore),
Energy (X 71.94 crore), Irrigation & Flood Control (X 19.42 crore) and Transport
(X 70.29 crore) offset by decrease in Social Welfare & Nutrition (X 29.53 crore),
Rural Development (% 36.36 crore).

Table 1.19 —-Efficiency of Expenditure Use in Selected Social and Economic Services

(In per cent)
2010-11 2011-12
Social/Economic Ratio of CE In RE, the Ratio of CE In RE, the
Infrastructure to TE share of S& W to TE share of S& W
Social Services (SS)
General Education 6.51 78.84 6.25 88.63
Health and Family Welfare 16.36 92.24 14.86 85.79
WS, Sanitation, & HUD 69.10 67.19 76.85 91.78
Total (SS) 21.38 70.63 22.69 76.57
Economic Services (ES)
Agri & Allied Activities 1251 48.14 17.90 50.47
Irrigation and Flood Control 1.41 13.70 0.35 12.43
Power & Energy 21.88 24.67 22.51 19.51
Transport 71.69 94.68 63.90 70.72
Total (ES) 32.97 37.10 32.47 40.77
Total (SS+ES) 27.87 53.20 28.38 56.93

TE: Total Expenditure of respective section; CE: Capital Expenditure; RE: Revenue Expenditure; S&W: Salaries
and Wages

Table 1.19 shows that the ratio of CE to TE under Water Supply, Sanitation, Housing
and Urban Development increased by 7.75 per cent whereas it decreased in General
Education by 0.26 per cent and Health and Family Welfare by 1.50 per cent. The ratio of
CE to TE under Social Services increased from 21.38 per cent in 2010-11 to 22.69 per
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cent in 2011-12 whereas under Economic Services it decreased from 32.97 per cent in
2010-11 to 32.47 per cent in 2011-12.

The share of salary and wages on General Education under Social service was 88.63
per cent of its revenue expenditure and on Health & Family Welfare and Water Supply
Sanitation, Housing & Urban Development the share was 85.79 per cent and 91.78
per cent respectively. The percentage of salary and wages relative to its revenue
expenditure on Social services was 5.94 per cent higher than the previous year.

The salary and wage expenditure in terms of percentage of revenue expenditure under
Economic services was higher by 3.67 per cent over the previous year.

The percentage of salary and wage expenditure relative to revenue expenditure under
Social and Economic services taken together was higher by 3.73 per cent during 2011-12
over the previous year.

1.8  Effectiveness of Expenditure, i.e Outlay-Outcome Relationship

During 2009-11, five performance reviews on the effectiveness of expenditure and the
outcomes thereof were attempted and featured in the Audit Reports. Of the five
performance reviews discussed in the Public Accounts Committee (PAC) meetings, the
Report of the PAC was finalised only in respect of one performance review (Performance
Audit of Department of Underdeveloped Areas (DUDA), the major recommendations of
which are summarised below:

Major PAC recommendations

» The DUDA being a Government Department should not act as a Nodal agency. It
does not require DLSC or SLSC but should act as a Government established
Department at par with other Government departments by formulating concrete
guidelines for UADP and strictly implement the guidelines of BADP of GOI. The
Department should immediately move for such functions through official
Notification to the effect with immediate effect.

» Since the Department lacks in administrative caliber, it should function under a
Minister instead of an Advisor. The Directorate level Ministerial Staff should also
be streamlined by recruiting regular staff by imparting accounting training
henceforth.

» The Department should extend its wings to the Police Engineering Project under
the establishment of Home Department. The Department should work out its
modalities to achieve this in reality.

» The Department should intimate the fate of X 4 crore released against Angphang
Model Village and completion of all 11 components of work within the specific
period.
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» The Department should not maintain leniency to any pressure a'nd .abide by its
guidelines and objectives framed under UDAP and BADP guidelines. Proper
Monitoring System may also be formulated and all reports prepared based on

ground reality.

» The SLSC meeting should be held timely to enable the State Government to
submit the proposal and obtain sanction from GOl in time.

» Selection of projects should be done on need basis as envisaged in the perspective

plan.

» The State Government should ensure timely release of funds and utilisation
certificates should be based on actual utilisation of funds.

> Assets created should be promptly handed over to the end users and its proper
utilisation ensured.

» Project monitoring should be streamlined and the impact of the scheme should be
periodically assessed.

Action taken by the Government on the recommendations of the Public Accounts
Committee, if any, was not communicated to Audit.

1.9  Financial Analysis of Government Expenditure and Investments

In the post-FRBM framework, the State is expected to keep its fiscal deficit (and
borrowing) not only at low levels but also meet its capital expenditure/investment
(including loans and advances) requirements. In addition, in a transition to complete
dependence on market based resources, the State Government needs to initiate measures
to earn adequate return on its investments and recover its cost of borrowed funds rather
than bearing the same on its budget in the form of implicit subsidy and take requisite
steps to infuse transparency in financial operations. This section presents the broad
financial analysis of investments and other capital expenditure undertaken by the
Government during the current year vis-a-vis previous years.

1.9.1  Financial result of Irrigation Projects

According to Para 7.46 of XIII Finance Commission Report, the cost recovery rate of the
receipts from irrigation should be 35 per cent of Non-plan Revenue Expenditure for
2011-12 in order to ensure viability of Irrigation Projects.

There was no commercial irrigation project in Nagaland. However, 936 minor irrigation
projects covering 38708 hectares involving a cost of I 378.19 crore were taken up under
AIBP during 2000-2012.

Further, according to para 7.138 of XIII-FC report the Controller General of Accounts
(CGA) had issued instructions that the maintenance expenditure under the head Minor
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Irrigation should be divided into two sub heads - Work Charged Expenditure and Other
Maintenance Expenditure. These changes should be brought into the State and Union
Budget and Finance Accounts immediately. The State Government of Nagaland had not
operated such sub-head till 2011-12. Due to non-operation of these sub-heads, the State
was not able to provide budget provision for maintenance expenditure under the head
Minor Irrigation. Against the XIII-FC projection of X 11.63 crore for 2011-12 under
minor irrigation projects, the State Government did not incur any maintenance
expenditure. Thus, the viability of minor irrigation projects in the State remained un-
assessed.

1.9.2  Incomplete projects

The department-wise information pertaining to incomplete projects as on 31 March 2012
is given in Table 1.20.

Table 1.20: Department-wise Profile of Incomplete Projects

(Rupees in Crore)

Department No. of Initial Revised Cumulative
Incomplete  Budgeted Cost expenditure as on
Projects Cost 31.3.2012

PHED 57 70.66 70.66 51.11
PWD 12 261.10 261.10 158.21
Veterinary 11 2.70 2.70 0.66
CAWD 10 31.44 31.44 19.70
Youth Resources 4 174.60 150.51 79.78
Technical Education 3 3.00 3.00 1.20
Geology & Mining 1 26.54 53.95 26.02
DUDA 7 21.00 21.00 13.37
SCERT 1 4.28 4.97 4.63
Transport
Commissioner 2 17.35 17.35 12.05
Medical Engineering 2 26.82 26.82 4.00
Urban Development 16 382.75 382.75 150.04
Power il 19.67 19.67 13.42
Police Engineering 6 443.99 443.99 145.19
Industry & Commerce 2 9.67 9.67 4.67
Evolution 2 1.39 1.39 1.39
School Education 1 2.51 2.51 0.85

Total 138 1499.47 1503.48 686.29

Source: Finance Accounts and Departmental records
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There were 138 incomplete projects (estimated cost ¥ 1499.47 crore and actual

expenditure incurred X 686.29 crore as of March 2012) pertaining to 18 departments. Out
of the 138 incomplete projects 57 projects (estimate cost T 654.02 crore and actual
expenditure I 326.31 crore) were due to be completed by March 2012 but remained
incomplete as of October 2012. The date of completion in respect of the remaining 81
projects could not be furnished by the departments. Hence, it could not be ascertained in
audit as to whether the projects were incomplete or were in progress.

Delay in completion of works invites the risk of escalation in the cost of the works. The
actual cost overrun would be available on closure of the claims of the construction
agencies after completion. Besides, due to delay in completion of the projects, the
intended benefits from those projects did not reach the beneficiaries in the State. Thus,
works need to be completed in time to contain time and cost overruns.

1.9.3  Investment and returns

As on 31 March 2012, Government had invested ¥ 228.01 crore in Statutory
Corporations, Rural Banks, Joint Stock Companies and Co-operatives (Table 1.21). The
average return on this investment was ‘Nil’ during the last five years while the
Government paid an average interest rate of 6.73 per cent on its borrowings during
2011-12.

Table-1.21: Return on Investment

(Rupees in crore)
Investment/Return/Cost of  2007-08 2008-09 2009-10 2010-11 2011-12

Borrowings
Investment at the end of the 141.90 164.94 192.09 213.41 228.01
year (a-e) (X in crore) ;

(@) Joint Stock Companies 28.66 32.10 32.10 32.10 3211
(b) Government Companies 81.16 100.76 127.91 145.60 160.19
(c) Statutory Corporations 0.04 0.04 0.04 0.04 0.04
(d) Rural Banks ~.0.00 0.00 0.00 0.00 0.00

(e) Co-operatives 32.04 32.04 32.04 35.67 35.67
Return R in crore) .
Return ( per cent)

Average rate of interest on 7.28 7.4'3' 727 768 673
Govt borrowing ( per cent)
Difference between interest 7.28 7.43 1.27 7.68 6.73

rate and return (per cent)

Out of the total Government investment of ¥ 228.01 crore at the close of the current year,
X 160.19 crore was invested in seven Government companies, ¥ 32.11 crore in two Joint
Stock Companies and the remaining amount of I 35.71 crore was invested in Statutory
Corporations, Co-operative Bank and Co-operative Societies etc. During the current year,
the Government made additional investment of ¥ 14.60 crore in these State public sector
Undertakings.
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Out of six Government companies in the State, one company viz., Nagaland Sugar Mills
Ltd. R 7.29 crore-investment upto 2001-02) was non-working whose accounts were in
arrears for 34 years. The five working companies - Nagaland Industrial Development
Corporation Ltd. (X 8.39 crore), Nagaland Industrial Raw Materials & Supply
Corporation Ltd., X 4.05 crore) and Nagaland Handloom & Handicrafts Development
Corporation Ltd., % 2.82 crore), Nagaland Hotels Limited (X 78.36 crore) and Nagaland
State Mineral Development Corporation Limited (X 59.28 crore) were incurring losses.
Except Nagaland Industrial Development Corporation Ltd. whose accounts are in arrears
for one year, the accounts of the remaining four working Government Companies was in
arrears for periods ranging between 9 and 13 years. Hence, the actual financial status of
the companies as of March 2012 could not be assessed.

Effective steps should be taken by the Government to increase profitability in the
Government Companies/Statutory Corporations. The Government should ensure better
value for money in investments by identifying the Companies/Corporations which are
endowed with low financial but high socio-economic returns and see if high cost
borrowings need to be invested in those Companies/Corporations. Besides, as no purpose
is served by keeping the non-working company in existence, the Government may
expedite closing down of the non-working company.

1.9.4  Loans and advances by State Government

In addition to investments in Co-Operative Societies, Corporations and Companies,
Government has also been providing loans and advances to many institutions/
organisations. Table 1.22 presents the outstanding loans and advances as on 31 March
2012 and interest receipts vis-a-vis interest payments during the last three years.

Table-1.22: Average Interest Received on Loans Advanced by the State Government

(Rupees in crore)

Quantum of loans/interest receipts/ cost of 2008-09 2009-10 2010-11 2011-12
borrowings BE Actual
Opening Balance 25.74 24.64 23.99 25.80 25.80
Amount advanced during the year 1.46 3.55 4.12 3.91 2405
Amount repaid during the year 2.56 4.20 2.31 3.50 2.44
Closing Balance 24.64 23.99 25.80 26.21 26.11
Net addition (-)1.11 -0.65 1.81 - 0.31
Interest Receipts 1.04 0.39 0.46 - 1.10
Interest receipts as per cent to outstanding loans and 4.13 1.60 1.85 - 4.24
advances ‘
Interest payments as per cent to outstanding fiscal 7.43 727 7.68 - 6.73
liabilities of the State Government.
Difference between interest payments and interest (-)3.21 (-)5.67 (-)5.83 - (-)2.49

receipts (per cent)

At the end of March 2012, the Government had outstanding loans and advances of
T 26.11 crore. The amount of loans disbursed during the year decreased by ¥ 1.37 crore
from ¥ 4.12 crore in 2010-11 to X 2.75 crore in 2011-12. Out of the total amount of loans
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and advances of ¥ 26.11 crore as on 31 March 2012, ¥ 21.24 crore (81.35 per cent) were

for Agriculture and Allied Activities, ¥ 2.17 crore (8.31 per cent) for Industry and
Mineral, T 2.67 crore (10.23 per cent) to Government Servants and ¥ 0.03 crore (0.11 per

cent) for Water Supply, Sanitation, Housing and Urban Development.

The recovery of loans and advances increased by T 0.13 crore (5.63 per cent) from X 2.31
crore in 2010-11 to ¥ 2.44 crore in 2011-12. During 2011-12, 93.44 per cent (X 2.28
crore) loans were repaid by Government Servants, 5.74 per cent (X 0.14 crore) by
Co-operatives and remaining 0.82 per cent (X 0.02 crore) by Water Supply, Sanitation,
Housing and Urban Development.

The interest receipts as a percentage of outstanding loans increased from 1.85 per cent in
2010-11 to 4.24 per cent in 2011-12.

1.9.5 Cash Balances and Investment of Cash balances

Table 1.23 depicts the cash balances and investments made by the State Government out
of cash balances during the year.

Table-1.23: Cash Balances and Investment of Cash balances

(Rupees in crore)

Particulars As on 31 As on 31 Increase/

March 2011 March 2012 Decrease

Cash Balances (-)296.14 176.79® 472.93

Investments from Cash Balances (a to d) 273.82 0.00 (-)273.82

a. GOI Treasury Bills 0.00 0.00 0.00

b. GOI Securities 0.00 0.00 0.00

c. Other Securities, if any specify 0.00 0.00 0.00

d. Other Investments 273.82 0.00 (-)273.82

Funds-wise Break-up of Investment from 122.40 151.40 29.00
Earmarked balances (a to c)

a. Guarantee redemption fund Investment 4.00 5.00 1.00

Account

b. CRF Investment Account 22.31 22.31 0.00

c. Sinking Fund Investment Account 96.09 124.09 28.00

Interest Realised 12.90 5.74 (-)7.16

The State Government’s net cash balance at the end of the current year amounted to
% 176.79 crore as against a negative balance of I 296.14 crore in 2010-11. Investments
from Cash Balances was nil during 2011-12 as compared to I 273.82 crore in 2010-11.
An amount of ¥ 5.74 crore was realised during the year as interest on the amount
invested, a decrease of X 7.16 crore from the previous year.

¥ Includes cash in treasuries ¥ 0.18 crore, lying with Departmental officers viz officers of Forest and PWD
T 375.65 crore and (-)X 199.04 crore deposited with RBI.
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1.10 Assets and Liabilities

1.10.1 Growth and composition of Assets and Liabilities

In the existing Government accounting system, comprehensive accounting of fixed assets
like land and buildings owned by the Government is not done. However, the Government
accounts do capture the financial liabilities of the Government and the assets created out
of the expenditure incurred. Appendix 1.4 B gives an abstract of such liabilities and the
assets as on 31 March 2012, compared with the corresponding position on 31 March
2011. While the liabilities in this Appendix consist mainly of internal borrowings, loans
and advances from the GOI, receipts from the Public Account and Reserve Funds, the
assets comprise mainly the capital expenditure, loans and advances given by the State
Government and cash balances.

‘Total liabilities’ as defined in Nagaland Fiscal Responsibility and Budget Management
Act, 2005 means the liabilities under the Consolidated Fund of the State and the Public
Accounts of the State. Other liabilities, which are a part of the Public Accounts, include
deposits under Small Savings scheme, Provident Fund and Other deposits.

1.10.2 Fiscal Liabilities

The trends in outstanding fiscal liabilities of the State are presented in Appendix 1.3.
However, the composition of fiscal liabilities during the current year vis-a-vis the
previous year is presented in Charts 1.14 and 1.15.

Chart 1.14: Composition of Outstanding Chart 1.15: Composition of Outstanding
Loans & Fiscal Liabilities as on 31.03.2011 ——— Fiscal Liabilities a's on 01.04.2012 Public
Adivantes (Rupees in crore) P 3 n (Rupees in crore) ACEoliFtE
oans
from GOI, Liabilities,  Advances Liabilities,
306.60, 1432.79, from GOl e
5% 25% 289.11, 4% o

Internal

Internal debt,
debt, 4571.34,
4033.56, 69%

70%

The growth rate of fiscal liability was 15.01 per cent during 2011-12 over the previous
year. Fiscal Liabilities of the State comprise Consolidated Fund Liabilities and Public
Account Liabilities. The Consolidated Fund Liability (X 4860.45 crore) comprised
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market loan (% 3432.40 crore), loans from Government of India (X 289.11 crore) and
other loans (X 1138.94 crore). The Public Account Liabilities (¥ 1778.85 crore) comprise
Small Saving, Provident Fund (X 610.43 crore), interest bearing obligations (X 3.65
crore) and non-interest bearing obligations like deposits and other earmarked funds
(T 1164.77 crore). The ratio of fiscal liabilities to GSDP had increased from 51.91 per
cent in 2010-11 to 55.03 per cent in 2011-12. These fiscal liabilities stood at nearly 1.19
times the revenue receipts and 12.41 times of the State’s own resources at the end of
2011-12. The fiscal liabilities to GSDP (55.03 per cent) was 11.44 per cent more than the
assessment made by the State Government in its Medium Term Fiscal Policy Statement
(MTEPS) (43.59 per cent) and 0.77 per cent lower than the norm of 55.80 per cent
recommended by the XIII-FC for the year 2011-12.

1.10.3 Status of Guarantees — Contingent liabilities

Guarantees are liabilities contingent on the Consolidated Fund of the State in case of
default by the borrower for whom the guarantees had been extended. As per NFRBM Act
2005, the State Government set up a guarantee redemption fund in 2006-07 and decided
to charge guarantee fee at the rate of 1 per cent of GSDP to cover the risk in the
guarantees. During the year 2011-12, the State had given guarantee of X 10 crore but no
guarantee fee was received.

As per Statement 9 of the Finance Accounts, the maximum amount for which guarantees
were given by the State and outstanding guarantees for the last three years is given in

Tablel.24.
Table-1.24: Guarantees given by the Government of Nagaland

(Rupees in crore)

Guarantees 2009-10 2010-11 2011-12

Total amount of guarantees given up to 28 2 D2 6o 22

Outstanding amount of guarantees at the end of the  53.72 552 65.22
year

Percentage of maximum amount guaranteed to total 1.44 1.10 17
revenue receipts ]

Outstanding amount of guarantee as percentage of  0.50 0.50 0.54
GSDP

The outstanding guarantees increased by X 10.00 crore (18.11 per cent) from I 55.22
crore in 2010-11 to ¥ 65.22 crore in 2011-12. The outstanding guarantees of X 65.22 crore
mainly pertained to Nagaland Industrial Development Corporation 51.99 per cent
(X 33.91 crore) for repayment of principal and payment of interest on loan obtained. The
outstanding guarantees were 1.17 per cent of the revenue receipts of the Government.
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1.10.4 Off - Budget Borrowings

The State Government had no off-budget borrowings during the year. As per the
recommendations of the XIII-FC, the State Government had set up a Sinking Fund for
amortisation of market borrowings as well as other loans and debt obligations during
2011-12. Contribution to the Sinking Fund was %16.17 crore as of March 2012 and the
entire amount of the fund was invested.

1.11 Debt Sustainability

Apart from the magnitude of debt of State Government, it is important to analyse various
indicators that determine the debt sustainability of the State. This section assesses the
sustainability of debt of the State Government in terms of debt stabilisation; sufficiency
of non-debt receipts’; net availability of borrowed funds; burden of interest payments
(measured by interest payments to revenue receipts ratio) and maturity profile of State
Government securities. Table 1.25 analyses the debt sustainability of the State according
to these indicators for a period of five years beginning from 2007-08.

During 2011-12, Government raised internal debt of X 1297.88 crore and GOI loans of
% 20.97 crore. Government repaid internal debt of X 760.10 crore and GOI loans of
T 38.47 crore along with interest of ¥ 417.39 crore resulting in net increase in debt
receipts by I 102.89 crore during the year.

Table 1.25: Debt Sustainability: Indicators and Trends

(Rupees in crore)

Indicators of Debt Sustainability 2007-08  2008-09 2009-10 2010-11 2011-12
Debt Stabilization 28.03 403.95 -72.62 115.21 (-)5.40
(Quantum Spread + Primary Deficit)

Sufficiency of Non-debt Receipts (-)241 57 (-)182 209 (-)226
(Resource Gap)

Net Availability of Borrowed Funds 152.59 374.71 469.44 (-)18.58 258.96
Burden of Interest Payments 9.03 9.23 995 7.89 7.47

(IP/RR Ratio) ( in per cent)
Maturity Profile of State Debt (In Years)

0=1 - 293.90(09) 274.60(6) 20.56(1)  193.31(4)
i - 317.86(10)  551.94(13)  392.43(9)  303.93(6)
35 - 47651(15) 303.74(7)  30241(7)  617.90(13)
S . 296.00(09)  596.65(13)  617.36(14)  702.57(14)
7 and above - 1870.95(57)  2685.62(61) 3007.40(69) 3042.73(63)
Total ) 4412.55 4340.16 4860.44

Figures in the parenthesis indicate percentage to total debt.

Debt will stabilize if the quantum spread plus primary deficit is positive. However, it
would be seen from the above table that the sum of quantum spread together with
primary deficit remained negative during the year 2011-12. The sum of quantum spread
and primary deficit was X 115.21 crore in 2010-11 against (-) ¥ 5.40 crore in 2011-12

? As detailed in Appendix-1.1 C
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Due to the decrease in revenue surplus along with a marginal increase of X 0.13 crore 1n

non-debt capital receipts accompanied by an increase of I 126.45 crore in capital
expenditure and decrease in loans & advances disbursement ¥ 1.37 crore during 2011-12
over the previous year, the fiscal deficit increased by ¥ 226.38 crore during the current

year from the level of T 312.60 crore in 2010-11.

The primary surplus also turned into primary deficit from surplus of ¥ 81.73 crore in
2010-11 to deficit of T 121.59 crore in 2011-12. The increase in primary deficit was due
to increase of fiscal deficit (% 226.38 crore) which was offset by increase in interest

payment (% 23.06 crore) during the current year.

1.12.2 Composition of Fiscal deficit and its financing Patterns

The financing pattern of the fiscal deficit has undergone a compositional shift as reflected
in Table 1.26.

Tablel.26: Components of Fiscal Deficit and its Financing Pattern

(Rupees in crore)

Particulars 2007-08 2008-09 2009-10 2010-11  2011-12
Components of Fiscal Deficit 397 341 522 313 i 530
(4.92) (3.61) (5.08) (2.81) 447)
1 Revenue Surplus 424 511 467 812 711
2 Net Capital Expenditure 821 853 990 1123 1249
3 Net Loans and Advances -1 -1 2 1
Financing Pattern of Fiscal Deficit
1 Market Borrowings 568 236 325
2 Loans from GOI -38 -23 -18
3 Special Securities Issued to National 3 7 3
Small Savings Fund
4 Loans from Financial Institutions 178 -28 210
5 Small Savings, PF etc 23 &9 36
6 Deposits and Advances 271 80 310
7 Suspense and Misc -147 41 35
8 Remittances -350 -102 -134
9 Increase (-) Decrease (+) in Cash 8 3 -228
Balances
10  Others

Figures in brackets indicate the per cent to GSDP.

Fiscal deficit is the total borrowing of the State and is the excess of revenue expenditure
and capital expenditure including loans and advances over revenue and non-debt receipts.
Decomposition of fiscal deficit reveals the extent of various borrowings resorted to by the
State to meet its requirement of funds over and above revenue and non-debt receipts.

It can be seen from Table 1.26 that during 2011-12, the revenue surplus decreased by
% 101 crore from X 812 crore in 2010-11 to X 711 crore in 2011-12. The increase in fiscal
deficit was the combined effect of increase in capital expenditure and decrease in revenue
surplus.
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The fiscal deficit increased by X 226 crore from ¥ 313 crore in 2010-11 to ¥ 539 crore in
2011-12 mainly due to reduction in Revenue Surplus (% 101 crore) and increase in capital
expenditure (X 126 crore). The increased fiscal deficit (¥ 226 crore) was financed through
increase in Market Borrowings (% 89 crore), Deposits and Advances (X 230 crore) and
Loans and Advances from Financial Institutions (X 238 crore) offset by decrease in Small
Savings & Provident Fund (X 53 crore), Special Securities Issued to National Small

Savings Fund (X 14 crore) and Remittances (T 32 crore) and increases in cash balances
(X 231 crore).

The increase in capital expenditure indicated that borrowed funds were being allocated
for productive use. The solution to the Government debt problem lies on the actual
outcome of borrowed funds i.e., whether they are being used efficiently and productively
for capital expenditure which either provides returns directly or results in increased
productivity to the economy which may result in increase in Government revenue in
future, making debt payments manageable.

1.12.3 Quality of Deficit/'Surplus

The ratio of revenue deficit to fiscal deficit and the decomposition of primary deficit into
primary revenue deficit and capital expenditure (including loans and advances) would
indicate the quality of deficit in the State’s finances. The ratio of revenue deficit to fiscal
deficit indicates the extent to which borrowed funds were used for current consumption.
Further, persistently high ratio of revenue deficit to fiscal deficit also indicates that the
asset base of the State was continuously shrinking and borrowings (fiscal liabilities) were
not having any asset backup. The bifurcation of the primary deficit (Table 1.27) would
indicate the extent to which the deficit/surplus had been on account of enhancement in
capital expenditure which may be desirable to improve the productive capacity of the
State’s economy.

Table 1.27: Primary deficit/surplus — Bifurcation of factors

(Rupees in crore)

Non- Primary0 Capital Loans Primary Primary Prin}ary
Year del.)t revem.le expenditure and expendi il revenue deficit (-)
receipts  expenditure Advances surplus /surplus (+)
1 2 3 4 5 6 (3+4+5) 7 (2-3) 8 (2-6)
2007-08 | 2998 2301 821 3 8105 . 89 (-)127
2008-09 3402 2574 853 1 3428 828 (-)26
2009-10 3723 2889 990 4 3883 834 (-)160
2010-11 5001 3792 1123 4 4919 1209 82
2011-12 5587 4457 1249 3 5709 1130 (-)122

' Primary revenue expenditure is revenue expenditure net of the interest payments.

" Primary expenditure of the State, defined as the total expenditure net of the interest payments indicates
the expenditure incurred on the transactions undertaken during the year.
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Financial Management and Budgetary Control

2.1 Introduction

2.1.1 Appropriation Accounts are accounts of the expenditure, voted and charged, of the
Government for each financial year compared with the amounts of the voted grants and
appropriations charged for different purposes as specified in the schedules appended to the
Appropriation Acts. These Accounts list the original budget estimates, supplementary
grants, surrenders and re-appropriations distinctly and indicate actual capital and revenue
expenditure on various specified services vis-a-vis those authorised by the Appropriation
Act 1n respect of both charged and voted items of budget. Appropriation Accounts, thus,
facilitate management of finances and monitoring of budgetary provision and are therefore
complementary to Finance Accounts.

2.1.2  Audit of appropriations by the Comptroller and Auditor General of India seeks to
ascertain whether the expenditure actually incurred under various grants is within the
authorisation given under the Appropriation Act and that the expenditure required to be
charged under the provision of the Constitution is so charged. It also ascertains whether
the expenditure so incurred is in conformity with the law, relevant rules, regulations and
instructions.

2.2 Summary of Appropriation Accounts
The summarised position of actual expenditure during 2011-2012 against 82

grants/appropriations is given in Table 2.1:

Table 2.1: Summarised Position of Actual Expenditure vis-a-vis
Original/Supplementary provision
(Rupees in crore)

Nature of Original grant/  Supplementary Total Actual Saving (-)/
expenditure appropriation grant/ expenditure Excess (+)
appropriation
Voted I Revenue 4172.15 588.06 4760.21 4464.17 (-) 296.04
II Capital 1435.44 338.82 1774.26 1249.39 (-) 524.87
IIT Loans and 391 2.37 6.28 2.75 (-)3.53
Advances
Total Voted 5611.50 929.25 6540.75 5716.31 (-)824.44
Charged IV Revenue 480.07 2.70 482.77 460.32 (-)22.45
V Capital 0.00 0.00 0.00 0.00 0.00
VI Public Debt- 816.42 0.00 816.42 798.57 (-)17.85
Repayment
Total Charged 1296.49 2.70 1299.19 1258.89 (-) 40.30
Abpropriationiie Confingency 0.00 0.00 0.00 0.00 0.00
Fund (if any) .
Grand Total 6907.99 931.95 7839.94 6975.20 (-)864.74

The overall saving of I 864.74 crore was the result of saving of I 919.69 crore in 63
grants and 4 appropriations under Revenue Section, 45 grants and 1 appropriation (Public
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Debt-Repayments) under Capital Section, offset by excess of I 54.95 crore in 10 grants
under Revenue Section and 8 grants under Capital Section.

The savings/excess (Detailed Appropriation Accounts for the year 2011-12) were
intimated to all concerned Controlling Officers during July 2012 requesting them to
explain the significant variations. Besides, regular reminders at the level of Deputy
Accountant General (Accounts and Entitlement) were also issued to concerned Controlling
Officers extending the last date of submission of their replies. Around 50 per cent of the
replies were not obtained from various Controlling Officers of the State excepting replies
from 40 (forty) Controlling Officers before finalization of the Appropriation Accounts
2011-12.

2.3  Financial Accountability and Budget Management

2.3.1 Appropriation vis-a-vis Allocative Priorities

The outcome of the appropriation audit revealed that in 57 cases, savings exceeded rupees
one crore in each case or by more than 20 per cent of total provision (Appendix 2.1).
Against the total savings of I 864.74 crore, savings of X 378.33 crore (43.75 per cent)
occurred in three grants'? as indicated in Table 2.2.

Table 2.2: List of Grants with savings of ¥ 50 crore and above
(Rupees in crore)
Sl. No. and Name Original Supplementary Total Actual Savings
No of the Grant Expenditure

Revenue-Voted

1 11- District 124.61 39.53 164.14 98.93 65.21
Administration &
Special Welfare
Schemes
Capital-Voted

2 27-Planning 327.88 0.00 327.88 67.33 260.55
Machinery

3 36-Urban 121.29 0.00: 1121 .29 68.72 8257
Development

Total 573.78 39.53 613.31 234.98 378.33

The reason for savings had not been intimated by any department.

2.3.2 Persistent Savings

There were persistent savings of more than X 50 lakh in each case and also by 10 per cent
or more of the total grant in seven cases during the last five years (Table 2.3)

2 . .
2 Exceeding ¥ 50 crore in each case.
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Table 2.3: List of Grants indicating Persistent Savings during 2007-2012

(Rupees in crore)

SL No. and Name of the grant Amount of savings
No. 2007-08  2008-09 2009-10 2010-11 2011-12
Capital-Voted
1 27-Planning Machinery 121.36 118.85  256.99 6527  260.55
2  35- Medical, Public Health and Family 7.93 37.61 14.23 5.49 7.68
Welfare
3 36- Urban Development 17.07 6037 116.83 104.62 52.57
4  43-Social Security and Welfare 9.01 1928  102.12 795 45.20
5  45- Co-operation 11.94 14.71 28.34 1.26 4.16
6  55- Power Projects 66.63 18.28 30.61 2773 20.65
7 65- State Council of Education Research 4.06 1.20 1.46 0.85 2.33

and Training

The reasons for persistent savings had not been intimated by any department.

2.3.3 Expenditure without Provision

As per the Budget Manual, expenditure should not be incurred on a scheme/service
without provision of funds. It was however, noticed that expenditure of ¥ 51.88 crore was
incurred in 18 cases as detailed in Table 2.4 without any provision in the original

estimates/supplementary demand and without any re-appropriation orders to this effect.

Table 2.4: Expenditure incurred without provision during 2011-12

Number and Name of

Grants

5 — Election

43 — Social Security &
Welfare

48- Agriculture

48 — Agriculture
51 — Fisheries

52 — Forest, Ecology,
Environment and Wildlife

52 — Forest, Ecology,
Environment and Wildlife
52 — Forest, Ecology,
Environment and Wildlife
52 — Forest, Ecology,
Environment and Wildlife
52 — Forest, Ecology,
Environment and Wildlife
52 — Forest, Ecology,
Environment and Wildlife
53 — Industries

Head of Account

2015 =00 -103 — 02 Printing

2235 —-02 — 107 — 03 Grants-in-aid to
Nagaland SSW Advisory Board
2401-00-800-12 Farm Water
Management Scheme (CSS)
2415-01-004-09 State Agriculture
Research Station Substation, Tuli
2552 — 05 — 101 — 02 Integrated
Fisheries Programme Development
2406-01-101-05 Non-Timber Forest
Produce, Medicinal Plant and
Plantation

2406-01-101-06 Maintenance of Forest
under TEC Award

2406-02-111-10 Zoological Park

2406-02-800-04 Rangapahar
Zoological Park, Central Zoo Authority
2406-02-800-17 Development of
National Park and Sanctuaries
2415-06-800-07 Eco-Tourism

2851 —00 -102 -01 Model Pilot Unit

Amount of
Expenditure
without
provision
0.35
1.15
0.89
1.20
1.45

0.16

250
0.02
0.88
0.05
0.10

0.34

(Rupees in crore)

Reasons/
Remarks

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated

Not indicated
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Number and Name of Amoun.t of Reasons/
Expenditure Remarks
Grants Head of Account w1th'0-u ;
provision
55 — Power 4801-05-800-00 Other Expenditure 23.43  Not indicated
(Null)
58 — Roads and Bridges 3054 - 01 -337- 01 Maintenance of NH 9.16  Not indicated
-61
58 — Roads and Bridges 3054 — 80— 799 — 01 Stock (Dr.) 0.21  Not indicated
58 — Roads and Bridges 3054 — 80 — 799 — 03 Misc. Advance 0.01  Not indicated
(Dr.)
60 — Water Supply 2215 - 01 — 799 — 02 Stock(Dr.) 9.80  Not indicated
78 — Technical Education 2203 — 00— 105 -12 Women 0.16  Not indicated
Polytechnic
Total 51.88

2.3.4 Excess over provision relating to previous years requiring regularisation

As per Article 205 of the Constitution of India, it is mandatory for a State Government to
get the excess over a grant/appropriation regularised by the State Legislature. Although no
time limit for regularisation of expenditure has been prescribed under the Article, the
regularisation of excess expenditure is done after the completion of discussion of the
Appropriation Accounts by the Public Accounts Committee (PAC). However, the excess
expenditure amounting to I 447.10 crore for the years 2000-01 and 2005-06 to 2010-11
was not regularised till October 2012 (Appendix 2.2).

2.3.5 Excess over provision during 2011-2012 requiring regularisation

Appendix 2.3 contains the summary of total excess in 13 grants amounting to T 54.94
crore over authorisation from the Consolidated Fund of the State during 2011-2012
requiring regularisation under Article 205 of the Constitution.

2.3.6 Excess expenditure over approved provision by more than ¥ 1 crore or 20 per
cent of the total provision.

Expenditure aggregating ¥ 1205.03 crore in 8 cases exceeded the approved provision by

¥ 52.67 crore which was more than rupees one crore or 20 per cent of the total provision

in each case. Details are given in Table 2.5.
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Table 2.5: Statement of various grants/appropriations where Expenditure was more
than ¥ 1 crore each or more than 20 per cent over the total provision

(Rupees in crore)

SL Grant Name of the Total Grant/ Expenditure  Percentage of
No. No Grant/Appropriation Appropriation Excess
Expenditure
(0] @ €)) (C)) ® ©)
Revenue (Voted)
s Pensions & Other Retirement 581.59 586.68 1
Benefits ,
2133 Medical, Public Health & 235.15 239.41 2
Family Welfare
3. 42 Rural Development 120.81 122.20 1
SL Grant Name of the Total Grant/ Expenditure  Percentage of
No. No Grant/Appropriation Appropriation Excess
Expenditure
@ (0] ©)] @ ®) ©)
4. 51 Fisheries 26.26 27.88 6
5. 58 _Roads and Bridges 146.80 157877 18
Capital (Voted)
6 31  School Education 22.56 26.04 15
7 50 Animal Husbandry & Dairy 17.29 26.55 54
Development
8 67 Home Guards 1.90 2.50 32
Total 1152.36 1205.03

Government did not furnish any reason/explanation for the excess expenditure (October
2012).

2.3.7 Unnecessary/Excessive/Inadequate supplementary provision

Supplementary provision aggregating ¥ 122.83 crore obtained in 17 cases, ¥ 10 lakh or
more in each case, during the year proved unnecessary as the expenditure either did not
come up to the level of original provision or the supplementary provision remained
unspent as detailed in Appendix 2.4. In 7 cases, supplementary provision of ¥ 76.51 crore
proved insufficient by X one crore or above in each case leaving an aggregate uncovered
excess expenditure of X 48.59 crore (Appendix 2.5).

2.3.8 Excessive/unnecessary/Insufficient re-appropriation of funds

Re-appropriation is transfer of funds within a grant from one unit of appropriation, where
savings are anticipated, to another unit where additional funds are needed. Injudicious re-
appropriation proved excessive or insufficient resulting in savings of ¥ 662.14 crore in 131
sub-heads and excess of T 611.43 crore in 91 sub-heads as detailed in Appendix 2.6.

2.3.9 Unexplained re-appropriations

According to Financial Rules, reasons for the additional expenditure and the savings
should be explained in the re-appropriation statement and specific expressions should be
used and expressions such as “based on actual requirements”, “based on trend of
expenditure”, etc., should be avoided. However, scrutiny of re-appropriation orders issued
by the Finance Department revealed that out of a total of 82 grants, re-appropriation was
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done in 63 grants (77 per cent) without stating specific reasons for withdrawal of
provision or additional provision.

2.3.10 Substantial surrenders

Substantial surrenders (the cases where more than 50 per cent of total provision was
surrendered) were made in respect of 169 Sub Heads. Out of the total provision amounting
to T 1155.03 crore in these Sub Heads, X 956.87 crore (82.84 per cent) were surrendered,
which included cent per cent surrender under 100 Sub Heads (X 304.56 crore). The details
of such cases are given in Appendices 2.7.

2.3.11 Surrender in excess of actual saving

In 8 cases, the amount surrendered (X 1 crore or more in each case) was in excess of actual
savings indicating lack of or inadequate budgetary control in these departments. As against
savings of ¥ 98.96 crore, the amount surrendered was I 190.44 crore resulting in excess
surrender of X 91.48 crore. Details are given in Appendix 2.8. Departments did not
furnish any reason/explanation regarding surrender in excess of actual savings.

2.3.12 Anticipated savings not surrendered

As per Budget Manual, the spending departments are required to surrender the
grants/appropriations or portion thereof to the Finance Department as and when the
savings are anticipated. At the close of the year 2011-2012, there were 9 grants in which
savings occurred but no part of which had been surrendered by the concerned departments.
The amount involved in these cases was % 45.29 crore. (Appendix 2.9).

An amount of T 163.36 crore being savings in 12 grants, X 2 crore and above in each case,
were not surrendered, details of which are given in Appendix 2.10. Besides, in 13 cases
(surrender of funds for X 10 crore and above), T 666.98 crore (Appendix 2.11) were
surrendered on the last two working days of March 2012 indicating inadequate financial
control. Thus, these funds could not be utilised for other developmental purposes.

2.3.13 Rush of expenditure

According to Rule 56 of GFR, rush of expenditure in the closing month of the financial
year should be avoided. Contrary to this, in respect of 50 grants listed in Appendix 2.12,
the expenditure exceeded X 10 crore or more than 50 per cent of the total expenditure for
the year either during the last quarter or during the last month of the financial year.

The expenditure in the month of March/last quarter of the financial year was upto
100 per cent of the total expenditure in many cases which indicates lack of effective
financial control and violation of financial rules.

24 Non-reconciliation of Departmental figures

2.4.1 Pendency in submission of Detailed Countersigned Contingent Bills against
Abstract Contingent Bills

As per rule 309 of Central Treasury Rules, every drawing officer has to certify in each
abstract contingent bill that detailed bills for all contingent charges drawn by him prior to
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the first of the current month have been forwarded to the respective controlling officers for
countersignature and transmission to the Accountant General (Accounts & Entitlement).
The total amount of DCC bills received during the period 2009-12 was only I 26.25 crore
(24.42 per cent) against X 107.49 crore drawn on AC bills leading to pendency of DCC
bills of ¥ 81.24 crore as on 31 March 2012. Year wise details are given in Table 2.6.

Table 2.6: Pendency in submission of detailed countersigned contingent bills against
abstract contingent bills

(Rupees in crore)
Year Amount of Amount of DCC bills as Outstanding
AC bills DCC bills percentage of AC bills

AC bills
e 68 RIS 056
2008-09 . . ‘
2009-10 10.13 6.57 3.56
aoteeln 0 aas 06 g
2011-12 . 65.69 11.04 54.65
Total 107.49 26.25 81.24

As on 31 March 2012, there were 118 numbers of unadjusted AC bills involving X 81.24
crore drawn by various Departments. Details are given in Appendix 2.13.

Non submission of DCC bills for long periods after drawal of AC bills is fraught with the
risk of misappropriation and therefore needs to be monitored closely.

2.4.2 Un-reconciled expenditure

As per General Financial Rules, all the Controlling Officers are required to reconcile the
receipts and expenditure booked by them every month during the financial year with that
recorded in the books of the Accountant General (Accounts & Entitlement). During the
year 2011-12, two grants out of 82 Grants involving expenditure of I 446.56 crore were
not reconciled by the departments with the expenditure booked in the books of the
Accountant General (Accounts & Entitlement). The details are shown in Table 2.7.

Table No 2.7: Grant-wise un-reconciled expenditure
(Rupees in crore)

Grant Name of Department Expenditure

No Revenue Capital

53 Industries & Commerce

581 2406
55 Power 294.32 82.37
Total 340.13 106.43

2.5 Non-utilisation of funds

The details of funds drawn, its utilisation and funds kept in civil deposit/current bank
accounts is presented in the Table 2.8.
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Table 2.8: Non-utilisation of funds during the year 2011-12
(Rupees in crore)
Amount  Amount kept in

o Name of Department Alpunt E).(p cuditure keptin civil current bank
No drawn incurred i
deposit account
1 Directorate of 0.48 - 0.48 -
Economics and Statistics
2 Directorate of Prisons 3.45 - - 3.45
3 Directorate of 2.28 - - 2.28
Sericulture
4 Directorate of 2.05 - 2.05 -
Employment and
Craftsmen Training
5 Directorate of New & 0.80 - 0.80 -
Renewable Energy
6 Directorate of Land 1.30 - - 1.30
Resources
7 Directorate of 58.71 39.58 - 19.13
Horticulture .
8 Directorate of Higher 10.78 - - 10.78
Education
9 Chief Electoral Officer 4.05 - - 4.05
10 Directorate of Technical 1.22 - 1.22 -
Education
11 Directorate of 1.17 - 0.63 0.54
Evaluation
12 Transport Commissioner 24.94 23.62 - 1.32
Total 111.23 63.20 5.18 42.85

The table above shows that an amount of ¥ 111.23 crore was drawn by 12 departments
during the year 2011-12 for implementation of different schemes, construction of office
buildings, purchase of vehicle etc.. Out of the amount drawn the departments utilised an
amount of T 63.20 crore (56.82 per cent) only in the current financial year. The remaining
amount was kept in Civil Deposit T 5.18 crore (4.66 per cent) and Current Bank Account
% 42.85 crore (38.52 per cent).

2.6 Outcome of the Review of Selected Grant

A review of Grant No 43-Social Security and Welfare was conducted mainly to assess the
efficiency in the process of budgeting and consequent control of expenditure for both the
Revenue and Capital heads during the year 2011-2012.

The summarised position of budget provision and actual expenditure there against during
2011-2012 in respect of Grant No. 43 is given in Table 2.9.

¥4
<
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Table 2.9: Summarised Position of budget provision and actual expenditure

(Rupees in crore)

Nature of Budget Provision Actual Expenditure Saving(-)/
Expenditure .
Original Supplementary Total Non- Plan Total <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>