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

Chapter-I 'Finances of the State Government' and Chapter II
'Financial Management and Budgetary Control' of this Report
contains audit observations on matters arising from examination of
the Finance Accounts and Appropriation Accounts respectively of
the State Government for the year ended 31 March 2011.

Chapter I1I on Financial Reporting provides an overview and status
of the State Government's compliance with various financial rules,
procedures and directives during the current year.
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Executive Summary

Background

This Report on the Finances of the Government of Chhattisgarh is being
brought out with a view to assess objectively the financial performance of the
State during 2010-11 and to provide the State Government and State
Legislature with timely inputs based on audit analysis of financial data. In
order to give a perspective to the analysis, an effort has been made to compare
the achievements with the targets envisaged by the State Government in the
Fiscal Responsibilities and Budget Management (FRBM) Act, 2005 and in the
Budget Estimates of 2010-11, and norms recommended by the Thirteenth
Finance Commission.

The Report

Based on the audited accounts of the State Government for the year ending
March 2011, this report provides an analytical review of the Annual Accounts
of the State Government. The financial performance of the State has been
assessed based on the FRBM Act, budget documents, Thirteenth Finance
Commission (ThFC) recommendations and other financial data obtained from
various Government departments and organisations. The report is structured in
three chapters.

Chapter 1 is based on the audit of Finance Accounts and makes an
assessment of Chhattisgarh Government’s fiscal position as of 31 March 2011.
It provides an insight into trends in committed expenditure and 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 it gives the
grant-by-grant description of appropriations and the manner in which the
allocated resources were managed by the service delivery departments.
Besides, comments arising out of audit of budgetary process and budget
assumptions and outcome of review of two grants (Grant No.6 and 25)
pertaining to Finance and Mineral Resources department have also been made
in this chapter.

Chapter 3 is an inventory of Government’s compliance with various
reporting requirements and financial rules. The Report also has an appendage
of additional data collected from several sources in support of the findings.
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Audit findings and recommendations

Amendment to the State FRBM Act: The Thirteenth Finance Commission
(ThFC) recommended amendment to the State FRBM Act, setting a target of
three per cent of fiscal deficit by 2011-12 and for creating an independent
review/ monitoring system. On the basis of the recommendation of ThFC the
Government amended (September 2011) the FRBM Act 2005.

Oversight over funds transferred directly from the Gol to the State
implementing agencies: Gol directly transferred substantial amount of grants-
in-aid to the State Implementing Agencies for implementation of different
schemes. The aggregate amount of unspent balances in the accounts of the
implementing agencies kept outside the Government accounts (in Bank
account) is also not readily ascertainable. The Government releases as well as
actual expenditure as reflected in the accounts to that extent are, therefore, not
final. The State Government has to put in place an appropriate mechanism to
ensure proper accounting and utilization of the funds directly transferred by
Gol to implementing agencies.

Revenue Receipts: The Revenue receipts (X 22,720 crore) grew by 25 per
cent in 2010-11 over the previous year compared to 12 per cent in 2008-09
and 16 per cent in 2009-10. The increase was contributed by own tax revenue
(26 per cent), non-tax revenue (26 per cent)), State’s share of union taxes and
duties (24 per cent) and grants-in-aid receipts (23 per cent) from Government
of India- (Gol). Mining receipts was one of the major source of revenue
receipts in Chhattisgarh and this alone constituted 64 per cent of the non-tax
revenue receipts during the year 2010-11 as compared to 55 per cent in
2009-10. '

The growth rate of Revenue receipts showed a decreasing trend during
2006-09 but showed increasing trend during 2009-11. As a result the revenue
buoyancy ratio relative to GSDP which was at its lowest at 0.80 in 2008-09
rose to 1.39.

The Revenue Expenditure: Revenue Expenditure (RE) which constituted
85 per cent of the total expenditure during 2010-11, increased by 12 per cent
over the previous year. Non-Plan Revenue Expenditure (X 11,286 crore)
which constituted 58 per cent of RE, increased by eight per cent over the
previous year and exceeded the ThFC’s normative assessment (X 8,901 crore)
by 27 per cent. The increase in NPRE was mainly due to 17 per cent increase
in committed expenditure (¥ 11,844 crore) under salary, pension, interest
payments and subsidies during the year. These together constituted 87 per cent
of NPRE.

- The major recipients of subsidies of ¥ 1,763.81 crore during 2010-11 were

agriculture and allied activities (¥ 622.54 crore), energy (¥ 202.10 crore) and
Social Welfare and Nutrition (X 886.73 crore). This was lower than the level of
subsidies in the previous year (¥ 1,994.30 crore.) Expenditure on salaries and
wages (X 6,363 crore) and pension (X 1810 crore) exceeded the ThFC’s
projection (% 3,548 crore and T 984 crore) by I 2,815 crore and T 826 crore,
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respectively, thus, narrowing fiscal space for undertaking developmental
expenditure.

The expenditure on salaries and pension witnessed substantial increase during
this year due to release of arrears of Sixth Pay Commission and revision of
pension. As the expenditure on these items is expected to stabilize in the
coming years, the state has an opportunity to reduce the level of subsidies, to
reduce interest burden by more discreet borrowings and to use borrowings for
creation of productive capital assets.

Review of fiscal position

Fiscal position of the State viewed in terms of trends in deficit/surplus
indicators revealed that in 2010-11, while revenue surplus increased, fiscal and
primary deficits declined over the previous year. The consequential fiscal and
primary surplus are indicative of the continuing effort of the State Government
towards a path of fiscal correction and consolidation.

The fiscal deficit of T 1,759 crore in 2009-10 has yielded to fiscal surplus of
410 crore in 2010-11, due to increase in revenue receipts as well as lower
growth of revenue expenditure. The significant gap between the growth rates
of the revenue receipts (25 per cent) and revenue expenditure (12 per cent)
over the previous year resulted in increase of revenue surplus from ¥ 888 crore
in 2009-10 to ¥ 3,364 crore during 2010-11. As against the year 2009-10,
when the primary deficit was ¥ 664 crore, the year 2010-11 ended with a
primary surplus of ¥ 1,608 crore.

Built upon early gains in achieving deficit targets, the Government continued
to consolidate the same in the current year (2010-11) despite pressure on the
committed expenditure due to implementation of the recommendations of
Sixth Pay Commission.

Greater priority to capital expenditure: The Capital Expenditure
(X 2,952 crore) increased by 7.54 per cent over the previous year
(X 2,745 crore) but was less than the budget estimates (¥ 4,068 crore) and even
lower than the projection made (X 5,019 crore) in the FRBM Act. The need for
greater emphasis on asset creation through higher level of capital expenditure
is evident.

Review of Government investments: An investment of ¥ 260 crore was
made during the year 2010-11 in Statutory Corporations, Rural Banks, Joint
Stock Companies and Co-operatives. The overall return (X four crore) on
equity capital invested in these bodies during 2010-11 was 1.65 per cent, as
against an average interest rate of seven per cent on funds borrowed by
government. Financial unviability of funding such low yielding investments
through high cost borrowings pointed out in the Audit Report for the year
2009-10 has not been given serious attention so far. The Government needs to
urgently address this problem.

Prudent cash management: As against the required minimum cash balance
- of ¥ 0.72 crore with the Reserve Bank of India (RBI), the State had maintained

ix
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cash balance ranging from ¥ 824 crore to X 3,241 crore on the last date of each
month during 2010-11. Surplus cash balance was invested by the State
government intermittently in short term deposits of Government of India (Gol)
Treasury bills and Gol securities and earned interest of ¥ 89.73 crore during
the year 2010-11 While the State earned an interest on these deposits at an
average of 2.65 per cent, it paid average interest at the rate of 7.34 per cent on
it’s market borrowings. One option for prudent cash management would be to
use the surpluses to retire or pre-pay some of the high cost debts.

Debt sustainability: The debt position of the State indicated the sufficiency of
incremental non-debt receipts which registered a positive change from
T (-) 731 crore in 2009-10 to ¥ 2,169 crore during the current year. This
signified the enhanced capacity of the State to sustain the debt in the medium
term.

Since  large amounts of repayments to the extent of
38 per cent of the State debt would be taking place in the next five years, the
State may consider restricting its short-term borrowings so that repayment
obligations in the next five years do not rise unduly.

Financial Management and Budgetary Control

During 2010-11, there was net savings of ¥ 5,268 crore. The total savings of
¥ 5,463 crore was offset by excess expenditure of ¥ 195 crore in four Grants
and two Appropriation under Revenue section and two Grants and one
Appropriation under Capital section. The above excess needs regularization
under Article 205 of the Constitution of India. The savings largely contributed
to surpluses on the revenue account and decline in fiscal deficit.

There were instances of savings exceeding ¥ 10 crore and also more than
20 per cent of the total provison in 14 cases relating to 12 grants and one
appropriation. This included huge savings of ¥ 923 crore under four grants
exceeding ¥ 100 crore in each case. There were persistent savings up to
41 per cent in nine grants during 2010-11. There were also instances of
excess expenditure, unnecessary/excessive supplementary provision,
substantial surrenders, non-surrender of anticipated savings during the current
year and instances of rush of expenditure during the last month of the financial
year. Budgetary controls should be strictly observed to avoid such deficiencies
in financial management. Last minute fund releases and issue of
re-appropriation/ surrender statements should be avoided.

Financial reporting

Out of the 17200 Utilisation Certificates (UCs) in respect of grants
aggregating ¥ 5,880.59 crore given for the period 2007-10, 10888 UCs
amounting to ¥ 4,264.71 crore were pending. In the absence of the UCs, it
could not be ascertained whether the recipients had utilised the grants for the
purposes for which these were given. This was mainly due to non adherence to
the existing instructions for watching timely receipt of UCs.

At the year ended March 2011 an amount of ¥ 45.22 crore involving
1799 cases of misappropriations, losses and defalcations were awaiting
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conclusive investigation and settlement for periods ranging from one to
25 years and above in various State Government Departments despite this
being pointed out regularly in earlier Audit Reports. Departmental enquiries
in such cases should be expedited to bring the defaulters to book. Internal
controls in all the organizations should be strengthened to prevent occurrence
of such cases in future.

The Chief Controlling Officers did not submit the Detailed Contingent Bills
against the advances drawn on Abstract Contingent (AC) Bills of ¥ 4.53 crore
up to five years as of 31 March 2011. A rigorous monitoring mechanism needs
to be put in place by the Drawing and Disbursing Officers (DDOs) to adjust
AC Bills in time and not to advance further amounts without adjustment of
earlier advances.

A large unspent balance of X 496.34 crore was lying in 153 inoperative PD
accounts, of which 59 PD Accounts involving ¥ 24.03 crore were not operated
for more than three years. This included one PD account with a balance of
T 16.02 crore lying unchanged since August 1996. Parking of funds in PD
accounts adversely affected the transparency of State accounts as it inflated
the revenue expenditure and locked up resources which could otherwise have
been utilised elsewhere. Further, it also erodes budgetary and legislative
control over the State’s finances. Government may take suitable measures for
closure of inoperative PD accounts and transfer the balance fund to the
Consolidated Fund as required by the codal provisions.
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CHAPTER-1

| FINANCES OF THE STATE GOVERNMENT

(11 Introduction .

The State of Chhattisgarh is one of the leading States in the country in mineral
production. The State of Chhattisgarh was formed on 1 November 2000 in
terms of the Madhya Pradesh Reorganisation Act 2000 (No. 28 of 2000) with
16 districts' of the erstwshile State of Madhya Pradesh. Two® more districts
have been formed after the formation of the Chhattisgarh State. The
apportionment of assets and liabilities of the composite State of Madhya
Pradesh prior to the date of reorganisation as well as other financial
adjustments were carried out in accordance with the provisions of the Act’.
Chhattisgarh has higher poverty levels as compared-to the all-India average
indicated in Appendix 1.1. Density of population in Chhattisgarh has
increased from 154 persons per sq. km as per census 2001 to 189 persons per
sq. km as per census 2011. However Chhattisgarh still has lower density of
population as compared to the All India figure. Chhattisgarh State has shown a
relatively higher economic growth in the past decade as the Compounded
Annual Growth Rate (CAGR) of its Gross State Domestic Product (GSDP) for
the period 2001-02 to 2010-11 increased to 17.85 per cent as compared to
14.68 per cent in other General Category States’. During this period, its
population has grown by 22.59 per cent against 17.56 per cent in other
General Category States. The infant mortality rate of the State was 54 (per
1000 live births) which was higher than the all-India average of 50. The
inequality of income distribution in the case of rural areas of Chhattisgarh was
less than the all-India average but more in the case of urban areas. The per
capita income growth in Chhattisgarh has been higher than that of the General
Category States in the current decade.

"The annual accounts of the State Government consist of Finance Accounts and

Appropriation Accounts. The Finance Accounts of the Government of
Chhattisgarh are laid out in 19 statements, the structure and layout of which
are depicted in Appendix-1.1(a).

This chapter provides a broad perspective of the finances of the State
Government during the current year 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 analysis is based on the Finance
Accounts and the information obtained from the State Government.
Appendix-1.2 of the chapter briefly outlines the methodology 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 2006-11.

Bastar,Bilaspur,Dantewara, Dhamtari, Durg, Janjgir-Champa, Jashpur, Kanker,
Kawardha, Korba, Koria, Mahasamund, Raigarh, Raipur, Rajnandgaon and Surguja

2 Bijapur and Narayanpur.
3 Tbid. -
4 Andhra Pradesh, Bihar, Chhattisgarh, Gujarat, Haryana, Jharkhand, Karnataka,

Kerala, Madhya Pradesh, Maharashtra, Orissa, Punjab, Rajasthan, Tamil Nadu, Uttar
Pradesh, and West Bengal.
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1.1.1 Summary of current year’s fiscal transactions

Table-1.1 presents the summary of the State Government’s fiscal transactions

during

the current year (2010-11) vis-a-vis the previous year while

Appendix-1.4 provides details of receipts and disbursements as well as the

overall

fiscal position during the current year.

Table 1.1 Summary of Fiscal Operations
® in crore)

2009-10

Receipts

2010-11 | 2009-10 Disbursements ; 2010-11

Section-A: Revenue

Non Plan | Plan Total

18,153.66 | Revenue receipts 22,719.54 | 17,265.44 | Revenue expenditure | 11,286.39 | 8,069.36 | 19,355.75
7,123.25 | Tax revenue 9,005.14 | 4,349.77 | General services 5,210.62 36.44 | 5,247.06
3,043.01 | Non-tax revenue 3,835.32 | 8,023.54 | Social services 2,807.08 | 5,502.64 8,309.72
4,380.66 | Spare of Union 5425.19 | 4423.15 | Eeonomic services 2,582.25 | 2,509.17 | 5,091.42

Taxes/ Duties .
Grants from Grants-in-aid and
3,606.74 | Government of 4,453.89 468.98 | Contributions 686.43 21.12 707.55
India
Section-B: Capital
2.3 | Misc. Capital 256 | 2,744.92 | Capital Outlay 098 | 2,950.53 | 2,951.51
Receipts
Recoveries of Loans and Advances
992.43 | Loans and 561.16 896.79 | disbursed # # 566.55
Advances
3.04 Inter-State 2,65 3.29 Inter-State Settlement } ) 234
Settlement
1,287.21 | Public Debt 79519 | 651.57 | Repayment of Public . .| 69036
receipts® Debt*
0.5 | Contingency Fund 0 0 | Contingency Fund - - 0
24,511.62 | Public Account 27,523.97 | 23,878.77 | Eublic Account . - | 26,895.50
receipts disbursements
2,059.67 | Qpening Cash 1,569.66 | 1,569.66 | osing Cash . | 271222
Balance Balance .
47,010.44 | Total 53,174.73 | 47,010.44 | Total - : 1 53,174.73

(Source: Finance Accounts of the State Government 2010-11)
# Figures for Plan and Non-Plan are not available in the Finance Accounts.
*Excluding net transactions under ways and means advances and overdraft.

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

year:

Revenue receipts increased by 25 per cent X 4,566 crore), due to
increase in own tax revenue by 26 per cent (X 1,882 crore), non-tax
revenue by 26 per cent (X 792 crore), State's share of Union taxes and
duties by 24 per cent (X 1,045 crore) and grants-in-aid from the
Government of India by 23 per cent (X 847 crore) over the previous
year. ‘

Revenue expenditure increased by 12 per cent (X 2,090 crore) over the
previous year due to increase in Plan expenditure by 18 per cent
R 1,252 crore) and Non-Plan expenditure by eight per cent
(X 839 crore).
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» Capital expenditure increased by eight per cent (X 207 crore) over the
previous year mainly due to increase in expenditure under the heads:
Roads and Bridges, Education, Sports, Arts and Culture, Minor
Irrigation, Welfare of Scheduled Castes, Scheduled Tribes and Other
Backward Classes, Rural Development Programmes and  Social
Security. The capital expenditure was ¥ 2,067 crore (41 per cent) less
than the assessment made (X 5,019 crore) by the State Government in
its Fiscal Responsibility and Budget Management Act, 2005 (FRBM
Act) for the year 2010-11.

e Public debt receipts decreased by ¥ 492 crore (38 per cenf) and
repayment of public debt increased by I 39 crore (six per cent) during
the year. The decrease in Public debt receipts was mainly due to less
borrowings through Market Loan, Loans from Financial Institutions
and Loans from Gol.

e Public Account receipts and disbursements increased by ¥ 3,012 crore
and X 3017 crore respectively over the previous year.

e The cash balance at the end of the year increased by ¥ 1,142 crore
(73 per cent) over previous year as a result of inflow/outflow of the
funds as stated above.

1.1.2. Review of the fiscal position

In response to the Twelfth Finance Commission’s (TFC) recommendation, the
Government of Chhattisgarh enacted its Fiscal Responsibility and Budget
Management Act, 2005, with a view to ensure prudence in fiscal management
and fiscal stability by progressive elimination of revenue deficit, greater
transparency in fiscal operations of the Government and conduct of fiscal
policy in a medium term fiscal framework.

The increase of 12 per cent in revenue expenditure during 2010-11 in
comparison to the 25 per cent increase in revenue receipts resulted in an
increase in the revenue surplus from T 888 crore in 2009-10 to
¥ 3,364 crore in 2010-11.

As a result of the increase in the revenue surplus by ¥ 2,476 crore, decrease in
non-debt capital receipts by I 431 crore and decrease in disbursement of loans
and advances including Inter-State Settlement by X 331 crore, the fiscal deficit
of ¥ 1,759 crore in 2009-10 changed to fiscal surplus of I 410 crore in
2010-11.

On account of the increase in fiscal surplus (X 410 crore), the primary deficit
of ¥ 664 crore in 2009-10 changed to primary surplus of ¥ 1,608 crore in
2010-11. '

The Thirteenth Finance Commission (ThFC) recommended amendment to the
State FRBM Act incorporating there in the continuation of the already
achieved zero revenue deficit, setting a target of three per cent of fiscal deficit
by 2011-12, a feature of independent review/ monitoring system. On the basis
of the recommendation of ThFC the Government amended (September 2011)
the FRBM Act 2005.
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The fiscal performance of the State vis-a-vis FRBM targets and those framed
in Thirteenth Finance Commission (ThFC) for the year 2010-11 is presented
below:

Revenue deficit (-)/ T (+)859.78 crore 3(+) 3,363.79
Surplus (+) crore
Fiscal deficit (-)/ To maintain | To bring down the | Turned into fiscal
Surplus (+) Fiscal Deficit of | Fiscal Deficit  to | Surplus of
Three per cent of | Three per cent of | X 409.76 crore
GSDP GSDP and Fiscal
deficit estimated as
¥ 3,180.03 crore

(Source : FRBM Act, 2010-11 and Finance Accounts of the respective year.)

Since the State has achieved Revenue Surplus, hence the targets of ThFC and
FRBM act have been achieved. The State’s actual own tax revenue receipts,
non-tax revenue receipts and Non-Plan expenditure were more than the
normative assessment of ThFC by ¥ 58 crore (one per cent), X 1,446 crore
(61 per cent) and X 2,384 crore (27 per cent) respectively but the interest
payments were less by X 380 crore (24 per cent).

Chart-1.1 presents the budget estimates and actuals for some important fiscal
parameters.

Source: Finance Accounts of the State Government 2010-11 and Budget Estimate 2010-11 of State)

It is evident from the above chart that during 2010-11, there were considerable
differences in case of several parameters as detailed below :

4
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1. Revenue Receipts were more than the BE by 11 per cent
R 2,194 crore) due to Tax Revenue being higher than BE by
X 1,500 crore (20 per centf) while Non-Tax Revenue was less than BE
by X 486 crore (11 per cent).

2. Revenue Expenditure and Capital Expenditure were less than the BE
by ¥ 311 crore (two per cenf) and ¥ 1,116 crore (27 per cent)
respectively.

3. Revenue surplus was more than BE by ¥ 2,504 crore (291 per cent)
mainly due to Revenue Receipts being 11 per cent higher than the BE
as compared to decrease of one percent in Revenue Expenditure over
the BE.

4. The Fiscal deficit and Primary deficit, depicted as ¥ 3,180 crore and
% 1,972 crore respectively in the BE, turned into fiscal surplus of
% 410 crore and primary surplus of ¥ 1,608 crore mainly due to higher
revenue receipts: and lower Revenue Expenditure and Capital
Expenditure than the BE.

5 of the State

1.2.1 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 revenues,
non-tax revenues, State’s share of Union taxes and duties and grants-in-aid
from the Government of India (Gol). Capital receipts comprise miscellaneous
capital receipts such as proceeds from disinvestments, recoveries of loans and
advances, debt receipts from i’htg:rnal sources (market loans, borrowings from
financial institutions/commercial banks) and loans and advances from Gol as
well as accruals from the Public Account. Table-1.1 presents the receipts and
disbursements of the State during the current year as recorded in its Annual
Finance Accounts while Chart-1.2 depicts the trends in various components
of the receipts of the State during 2006-11. Chart-1.3 depicts the composition
of resources of the State during the current year.
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The total receipts of the State for the year 2010-11 were 51,605 crore.
The total receipts rose by 15per cent (6,654 crore) during 2010-11 over the
previous year, mainly due to increase of 25 per cent (4,566 crore) in revenue
receipts and increase of 12 per cent (3,012 crore) in public account receipts.
However, Capital receipts decreased by 40 per cent ( 924 crore) during
2010-11.
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1.2.2 Funds transferred to State Implementing Agencies outside the
State Budgets

The Central Government has been transfemng a sizeable quantum of funds
directly to the State implementing agencies’ for the implementation of various
schemes/programmes in social and economic sectors recognized as critical. As
these funds are not routed through the state budget/state treasury system, the
annual Finance Accounts do not capture the flow of these funds and to that
extent, the state’s receipts and expenditure as well as other fiscal variables/
parameters derived from them are underestimated.

Government of India transferred funds of ¥ 4,360.17 crore directly to the State
implementing agencies. Instances of funds directly transferred to the State

implementing agencies are presented in Table-1.2.

Table-1.2: Funds transferred directly to the major State Implementing

Agencies
o Funds released by the
3 e L a i ol R i 2009~10 -.2010- 11
1 Mahatma Gandhi National Rural Chief Executive Officer, Zila 827.10 1,653.76
Employmeént Guarantee Scheme Panchayat
(90:10)
2 Sarva Shiksha Abhiyaan (60:40) Mission Director, Rajiv Gandhi 555.94 878.63
Shiksha Mission
3 Pradhan Mantri Gram Sadak Chief Executive Officer, | 438.03 678.58
Yojna (100%) Chhattisgarh Rural
Development Authority
4 National Rural Health Mission Mission Director, National 180.19 205.87
(85:15) Rural Health Mission
5 Indira Awas Yojna (15:25) Chief Executive Officer, Zilla 162.60 132.00
Panchayat
6. National Rural Drinking Water Executive Engineer, Public 83.38 122.01
Programme Health Engineering
7. National Horticulture Mission Director, Horticulture, Raipur 60.00 96.57
8 Swarna Jayanti Gram Swarozgar | Chief Executive Officer, Zilla 65.13 73.64
Yojna (75:25) Panchayat
9 Integrated Water shed Chief Executive Officer, Zilla 51.57 73.72
Management Programme(75:25) Panchayat
10 Scheme for setting 6000 Model Mission Director, Rajiv Gandhi 22.65 59.16
Schools (75:25) ‘Shiksha Mission
11 Central Rural Sanitation Scheme Chhattisgarh Rajya Jal evan 50.18 54.80
Swasthya Mission

(Source: Appendix-VII of Finance Accounts 2010-11)

Direct transfer of funds from Gol to the implementing agencies ran the risk of
improper utilisation of funds by these agencies. The aggregate amount of
unspent balances in the accounts of the implementing agencies kept outside
the Government accounts (in Bank account) is also not readily ascertainable.
The Government releases as well as actual expenditure as reflected in the
accounts to that extent are, therefore, not final.

State implementing agency includes any organization/institution including Non-
Governmental Organization which is authorized 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.

7




Audit Report (State Finances) for the year ended 31 March 2011

Statement-11 of the Finance Accounts details the revenue receipts of the
Government. The revenue receipts consist of the State’s own tax and non-tax
revenues, Central tax transfers and grants-in-aid from Gol. The trends and
composition of revenue receipts over the period 2006-11 are presented in
Appendix-1.3 and also depicted in Charts-1.4 and 1.5 respectively.

Chart-1.4-Trends in Revenue Receipts
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The Revenue receipts increased from I 11,453 crore in 2006-07 to
X 22,720 crore in 2010-11 and increased by 25 per cent (X 4,566 crore) during
2010-11 over previous year.

The compounded annual growth rate of revenue receipts of the state during
2001-02 to 2009-10 was 19.46 per cent as against 15.20 per cent of General
Category States.

While 57 per cent of the revenue receipts during 2010-11 came from the
State’s own resources comprising tax and non-tax revenue, the Central tax
transfers and grants-in-aid together contributed 43 per cent of the total
revenue. The increase of X 4,566 crore in the revenue receipts in 2010-11 over
the previous year was due to increase of 26 per cent (X 1,882 crore) in tax
revenue, 26 per cent (X 792 crore) in non-tax revenue, 24 per cent
(X 1045 crore) in State’s share of Union taxes and duties from Gol and 23 per
cent (X 847 crore) in grants-in-aid from Gol.

The trends in revenue receipts relative to the Gross State Domestic Product are
presented in Table-1.3 below:

Table-1.3: Trends in Revenue Receipts relative to GSDP®

2006-07 2007-08 2008-09 2009-10 2010-11
Revenue Receipts (RR) (X in 11,453 13,879 15,663 18,154 22,720
crore)
Rate of growth of RR (per 29.6 21.2 12.86 15.90 25.15
cent)
RR/GSDP (per cent) 17.70 17.48 16.45 16.83 17.52
Buoyancy Ratios’
Revenue Buoyancy  with 1.17 1.06 0.80 0.89 1.39
respect to GSDP
State’s own tax Buoyancy 0.97. 0.57 1.06 0.45 1.46
with reference to GSDP
Gross State Domestic Product | <6 674 89 | 80255.11 | 93,179.43 | 1,09,823.43 | 1,20,717.54
(Tin crore) -
Rate of Growth of GSDP 25.28 20.01 .16.10 17.86 18.11

Revenue buoyancy with respect to the growth of GSDP decreased from
1.17 in 2006-07 to 0.80 in 2008-09 and then increased to 1.39 during 2010-11
due to the higher growth rate of revenue receipts in comparison to GSDP
growth.

As the GSDP grows, the ability to increase the State’s own tax revenue should
also increase. During 2006-11, the State’s own tax buoyancy with reference to
GSDP showed an oscillating trend and ranged between 0.45 and 1.46.

Grants-in-aid

The Grants-in-aid from Government of India increased by ¥ 847 crore (23 per
cent) from ¥ 3,607 crore in 2009-10 to ¥ 4,454 crore in 2010-11, mainly due to
increase of ¥ 192 crore in Centrally Sponsored Scheme and X 740 crore in Plan

The Buoyancy figures have changed due to change in GSDP figures (as outlined in
Appendix 1.2).

Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal variable
with respect to a given change in the base variable. For instance, revenue buoyancy at 0.6
implies that revenue receipts tend to increase by 0.6 percentage points, if the GSDP
increases by one per cent.
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grants for State Plan schemes. However, the receipt of non-plan grants
decreased by ¥ 85 crore during the year.

Central tax transfers

Central tax transfers increased by ¥ 1,045 crore (24 per cent) from
T 4,381 crore in 2009-10 to ¥ 5,425 crore in 2010-11. The increase was
primarily due to increase of Customs duties by ¥ 336 crore (55 per cent),
corporation tax by ¥ 318 crore (18 per cent), Union excise duties by
T 196 crore (40 per cent) and taxes on income other than corporation tax by
¥ 116 crore (12 per cent).

1.3.1 State’s own resources

The State’s share of Central taxes and grants-in-aid is 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 mobilization of additional resources should be assessed in terms of its own
resources comprising revenue from its own tax and non-tax sources. The tax
administration cost in the State was relatively lower than the national average
during 2010-11 showing greater effectiveness in tax collection as detailed in
Appendix-1.5.

The actual receipts under the State’s tax and non-tax revenue vis-a-vis
assessment made by ThFC and the State Government in its budget estimate are
given below:

(Tincrore)

Assessment made by Budget Actual
ThEC estimates
State’s Tax Revenue 8,946.59 7,505.47 9,005.14
State’s Non-Tax Revenue 2,389.38 4,321.46 3,835.32

Table 1.4 : Growth Rate of Tax/Non-Tax Revenue between 2006-11

(<in crore)

2006-07 |- 2007-08 2008-09 2009-10 | 2010-11
Tax Revenile 5,046 5,618 6,594 7,123 9,005
Rate of Growth (per cent) 24.53 11.34 17.37 8.03 26.42
Non-Tax Revenue 1,451 2,021 2,202 3,043 3,835
Rate of Growth (per cent) 18.06 39.28 8.96 38.19 26.03

Tax Revenue

Tax revenue increased by 26 per cent (X 1,882 crore) during
2010-11 X 9,005 crore) over the previous year (X 7,123 crore), mainly due to
increase in taxes on Sales and trades etc. (¥ 1,129 crore), State excise
(X 336 crore) and Stamps and registration (X 319 crore) over the previous year.

The growth rate of Tax Revenue during 2006-11 showed an oscillating trend
and ranged between eight per cent and 26 per cent. The State’s Tax Revenue
(X 9,005 crore) during the current year was more than the projection made by
ThEC (X 8,947 crore) and the normative assessment made in Budget estimates.

The compounded annual growth rate of own tax revenue of the state during
2001-02 to 2009-10 was 17.26 per cent as against 14.53 per cent of General
category states.
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The sector-wise components of tax revenue during the period 2006-11 are

shown in Table-1.5.

Table-1.5: Sector-wise components of tax revenue

(Tin crore)

C o L pan | 200607 | 2007-08 | 2008-09 | 2009-10 2010:11
Taxes on Sales, Trade, etc. 2,843 3,024 3,611 3,712 4,841
State Excise 707 843 964 1,188 1,506
Taxes on Vehicles 253 277 314 352 428
Stamps and Registration Fees 390 463 496 583 786
Land Revenue 61 88 359 160 247
Taxes on Goods and 302 511 421 696 675
Passengers
Other Taxes 412 429 432 522

‘Total’»: =N T 56181 6594 7123 - . 9,005
Growth Rate (in per cent) 11.34 17.37 8.03 -26.42

(Source: Finance Accounts)

Non-Tax Revenue

Non-tax revenue increased by 26 per cent (X 792 crore) during 2010-11 over
the previous year, mainly due to increase in receipts from non-ferrous mining
and metallurgical industries (X 810 crore), major irrigation (X 144 crore) and
general education (X 64 crore). Mining receipts (Mineral concession fees, -
rents, royalties and other receipts) was one of the major source of revenue
receipts in Chhattisgarh and this alone constituted 64 per cent of the non-tax
revenue receipts during the year 2010-11 as compared to 55 per cent in
2009-10.

The growth rate of Non-Tax Revenue during 2006-11 showed an oscillating
trend and ranged between nine and 39 per cent. The Non-Tax Revenue
receipts in 2010-11 exceeded the normative assessments made by ThFC by
61 per cent but were lower by I 486 crore (11 per cent) than the assessments
made by the State Government in its budget estimates due to short receipt
from Minor Irrigation (¥ 388 crore) and energy (X 400 crore) than the budget
estimates.

The compounded annual growth rate of non-tax revenue of the state during
2001-02 to 2009-10 was 19.69 per cent as against 13.87 per cent of General
category states. ’

1.3.2 Loss of Revenue due to.evasion of taxes, write off/waivers and
refunds

There were two cases of evasion of tax pending finalization in respect of State

Excise as on 31 March 2011 while 129 cases of sales tax and two cases of

State Excise department involving ¥ 4.63 crore and X 0.01 crore respectively

were pending for refund. \\ _

1.3.3 R(;Q'enue Arrears

The arrears of revenue as on 31 March*20 11 in respect of some principal heads
of revenue as reported by eight departme}l'ts amounted to ¥ 738.41 crore, of
which ¥ 198.46 crore (27 per cent) was outstanding for more than five years.

Arrears were mainly in™ respect of revenue from Commercial Tax

(X 450.85 crore), taxes and duties on electricity X 199.64 crore), Land

11
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Revenue (T 38.30 crore), State excise duty (¥ 25.30 crore), Taxes on vehicles
(X 14.65 crore), stamps and registration fees (¥ 5.43 crore), forest (X2.45
crore) and mineral resources (X 1.79 crore).

Analysis of the allocation of expenditure at the State Government level
assumes significance since major expenditure responsibilities are entrusted
with them. 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 onGolng fiscal
correction and consolidation process at the State level is not at the cost of
expenditure, especially expenditure directed towards development and social
sectors.

1.4.1 Growth and composition of expenditure

Chart-1.6 presents the trends in total expenditure over a period of five years
(2006-11) .

The total expenditure comprising revenue expenditure, capital expenditure and
loans and advances including inter-State settlement, increased from
X 11773 crore in 2006-07 to X 22876 crore in 2010-11. The increase of T 1,966
crore in total expenditure in 2010-11 over the previous year was, mainly on
account of an increase of ¥ 2090 crore (12 per cent) in revenue expenditure
and of X 207 crore (eight per cent) in Capital Expenditure which was set-off
by decrease of ¥ 331 crore (37 per cent) in Loans and Advances including
Inter State Settlement.

12




Chapter — I — Finances of the State Government
e
The compounded annual growth rate of total expenditure of the State during
2001-02 to 2009-10 was 18.16 per cent as against 13.53 per cent of General
Category States.

The growth rate of total expenditure showed an oscillating trend and ranged
between nine and 26 per cent during 2006-11. The growth rate of total
expenditure stood at its lowest of 9.40 in 2010-11 during last five years.

The total expenditure and its composition during the years 2005-06 to 2010-11
is given below in Table-1.6.

Table-1.6: Total expenditure and its composition

(Tin crore)

Total Expenditure 11,773 14,473 17,226 20,910 22,876
Rate of Growth 26.71 22.93 19.02 21.39 9.40
Revenue Expenditure 8,802 10,840 13,794 17,265 19,356

(75) (s) (80) (83) (85)
Of which, Non Plan 6,194 7,264 8,373 10,448 11,287
Revenue Expenditure
Capital Expenditure 2,198 3,131 2,940 2,745 2,952

19) (22) a7 (13) a13)
Loans and Advances* 773 502 492 900 569

07) (04) (03) (04) (02)

*Includes Inter State Settlements
(Source : Finance Accounts)

Charts-1.7 depicts the composition of total expenditure in terms of ‘economic
classification’ over the period 2006-11.

Revenue Expenditure

Revenue expenditure is incurred to maintain the current level of services and
make payment for past obligations and as such does not result in any addition
to the State's infrastructure and services network

The revenue expenditure was 85 per cent of the total expenditure of which
58 per cent was on Non-Plan components and 42 per cent was on Plan
components (Appendix-1.3).
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The share of Plan revenue expenditure which normally covered the
maintenance expenditure incurred on services, increased as a percentage of the
total revenue expenditure, from 30 in 2006-07 to 42 in 2010-11. The Plan
revenue expenditure during 2010-11 increased by I 1252 crore
(18 per cent) relative to 2009-10 mainly due to increase under education
(X 758 crore), Agriculture and Allied Activities (X 303 crore) and Rural
Development Programmes (X 290 crore).

The NPRE during 2010-11 increased by 838 crore (eight per cent) mainly on
account of increase in the expenditure under Pension and Other Retirement
Benefits (X 577 crore), Compensation and assignment to Local Bodies and
Panchayati Raj Institutions (X 242 crore), Police (X 159 crore), General
Education X 127 crore) and Interest Payments (X 103 crore). However,
The share of NPRE in total revenue expenditure declined from 70 per cent in
2006-07 to 58 per cent in 2010-11.

The NPRE (3 11,286 crore) exceeded the normative projection of the ThFC
(T 8,901 crore) by 27 per cent and the budget estimates (¥ 11,071 crore) by
two per cent.

Capital Expenditure

The capital expenditure and loans and advances including inter-State
settlement were 13 per cent and two per cent respectively of the total
expenditure.

The compounded annual growth rate of capital expenditure of the State was
24.48 per cent during 2001-02 to 2009-10 as against 22.61 per cent of
General Category States.

‘The share of expenditure on grants-in aid and loans and advances together
with inter-state settlement in 2009-10 was 6.55 per cent which decreased to
5.58 per cent of the total expenditure during the year due to decrease in Loans
and Advances in the Inter-State Settlements.

Trends in expenditure by 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, grant-in-aid and loans and advances. Relative share of
these components in total expenditure in indicated in Chart-1.8
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The expenditure on general service which was 23.05 per cent during 2006-07
decreased to 21.17 per cent of total expenditure during 2009-10 and further
increased to 23.17 per cent during 2010-11. The expenditure on social services
which was 33.66 per cent during 2006-07 increased to 42.21 per cent of total
expenditure during 2009-10 and decreased to 39.95 per cent during 2010-11

The share of expenditure on economic services which was 32.69 per cent
during 2006-07 increased to 37.53 per cent of total expenditure in 2007-08 and
decreased to 31.31 per cent during 2010-11

1.4.2 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-1.7 and Chart-1.9 present the trends in the
expenditure on these components during 2006-11.

Table-1.7: Components of committed expenditure
(Tin crore)

. X 2,534.16 | 2,965.01 | 3,670.34 | 5,646.29 6,362.92
Salaits & Wages , of wiiels @2.13) | @136)| @343 | @ro| 714777 (28.01)
Non-Plan Head 2,030.83 | 2,307.68 | 2,772.46 | 4,016.30 NA 4,338.28
Plan Head** 503.33 657.33 897.88 1,629.99 NA 2,024.64
- 115.60 133.71 708.33
Salary through Grants-in-aid NA NA 0.74) (0.74) NA 3.12)
1,026 1,140 | 1,077.53 1,094.86 1,198.38
Todemat P 896) | (821) | (688 603 | 180805 (5.27)
; ; 546.08 684.58 930.77 1,233.76 1,810.33
Expenditure on Pensions @77 4.93) (5.94) (6.80) 1,233.85 1.97)
- 361.07 802.55 | 1,314.68 1,994.30 1,763.83
Subsidies G.5)| a8 | (839)| (1099 | 183997 i7.76)
Figures in the brackets indicate percentage to Revenue Receipts
** Head also includes the salaries and wages paid under Centrally Sponsored Schemes.

(Source: Finance Accounts of the State Government 2010-11)

A It includes Salary- X 5,988.09 crore and Wages - X 374.83 crore.
15
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The overall committed expenditure increased by I 7,377 crore from
¥ 4,467 crore in 2006-07 to ¥ 11,844 crore in 2010-11. Committed expenditure
during 2010-11 had constituted 61 per cent of the Revenue Expenditure and
52 per cent of the revenue receipts. The component-wise analysis is given as
under:

(1) Expenditure on salary and wages

The expenditure on salaries and wages increased by I 716.63 crore from
% 5,646.29 crore in 2009-10 to ¥ 6,362.92 crore in 2010-11 and the salary paid
through Grants-in-aid (GIA)’ increased from ¥ 113.71 crore in 2009-10 to
X 708.33 crore in 2010-11. The increase was due to release of second
- installment of the Sixth Pay Commission arrear.

The compounded annual growth rate of salaries and wages of the State was
15.15 per cent during 2001-02 to 2009-10 as against 11.45 per cent of
General Category States.

The expenditure on Salary and Wages during the year was less by 11 per cent
(X 746 crore) than the assessment made by the State Government in its budget
estimate 2010-11. However, the expenditure on Non-plan salary and wages in
2010-11 was more by 22 per cent (X 790 crore) than the assessments made by
ThFC.

Salaries paid to various institutions under Education, Sports, Art and Culture,
Agriculture and allied activities and Rural Development through grants- in-aid.
16
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2) Expenditure on pension

The expenditure on pension increased by 46.73 per cent (X 576.57 crore) from
X 1,233.76 crore in 2009-10 to ¥ 1,810.33 crore in 2010-11. The increase was
mainly due to revision of Pension as per recommendations of Sixth Pay
Commission, increase in relief of Pension etc.

The compounded annual growth rate of pension of the State was 13.21 per
cent during 2001-02 to 2009-10 as against 14. 09 per cent of General
Category States.

The expenditure on pension was nine per cent of revenue expenditure and
16.04 per cent of Non-Plan revenue expenditure and consumed 7.97 per cent
of the revenue receipts.

The expenditure on pension payment exceeded the projections made by State
Government (X 1,233.85 crore) in its Budget Estimate for 2010-11 by
46.72 per cent (X 576.48 crore). As per the projection made by ThFC, the
pension payments were to be I 984 crore at the end of 2010-11. The actual
payment on pension during 2010-11 exceeded the ThFC norms by ¥ 826 crore
(84 per cenf).

(3)  Interest payment

Interest payment comprising interest charges on internal debts, loans raised
from Gol and other obligations, increased by ¥ 103 crore from
¥ 1,094.86 crore in 2009-10 to ¥ 1,198.38 crore in 2010-11.

The interest payments (X 1,198 crore) were within the projection made by the
ThFC R 1,578 crore) for the year 2010-11. The interest payment as a ratio of
revenue receipts and revenue expenditure were five and six per cent
respectively during the year.

@ Expenditure on subsidies

The details of subsidies provided by State Government durmg 2006-11 are
shown in Table-1.9:

Table-1.9: Details of Subsidies prov1ded by Government during 2006-11

(?m crore) ;

Head i : - b © 2006-07 | 2007-08 1 2008'-09" 2009 10 ;
Social Security and Welfare 0.32 0.44 946.28 1,288.78 886.73
Crop Husbandry 3593 39.35 4123 | 4100 40.07
Fisheries 0.00 055 | 041 0.47 0.75
.Forestry and Wild Life . 28.52 19.53 10.09 10.00 10.00
Food Storage and Warehousing 157.01 606.16 109.47 406.61 488.65
Co-opefation 924 7.50 40.03 46.00 83.07
Minor Irrigation : 6.99 8.09 10.49 10.62 11.01
Power 112.87 110.14 128.04 . 150.10 202.10
Village and Small Industries -~ - 6.98 9.66 2427 39.26 3771
Industries 3.20 1.13 437 1.46 3.72
Total .~ © 36106 | 80255 | 131468 | . 199430 | 176381

( Source F inance Accounts)
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The expenditure on subsidies decreased by X 230.49 crore from
¥ 1,994.30 crore in 2009-10 to ¥ 1,763.81 crore in 2010-11. It constituted nine
per cent of revenue expenditure. The major recipients of subsidies during
2010-11 were agriculture and allied activities'® (¥ 622.54 crore), energy
(X 202.10 crore) and Social Welfare and Nutrition (¥ 886.73 crore).

1.4.3 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 and previous years is presented in Table-1.10.

Table-1.10: Financial assistance to Local Bodies etc.

(Tin crore)
Financial assistance to institutions 2006-07 2007-08 2008-09 2009-10 2010-11

Educational Institutions (aided schools, 7591 98.86 83.82 83.90 144.82
aided colleges, Universities, etc.)

Power/energy 572.13 135.13 118.00 65.05 101.05
Agriculture 25.31 16.81 19.78 26.50 37.50
Urban Bodies 544.84 618.15 737.26 577.71 905.50
Panchayat Raj Institutions 763.82 955.14 1,299.47 1,520.71 | 1,835.92
Other Institutions 219.79 183.17 304.72 478.25 376.43
Total 2,201.80 2,007.26 | 2,563.05 275212 | 3401.22
Assistance as percentage of RE 25.01 18.52 18.58 15.94 17.57

(Source: Finance and Appropriation Accounts)

- Financial assistance to local bodies and other institutions increased from
T 2,201.80 crore in 2006-07 to ¥ 3,401.22 crore in 2010-11, recording a
growth rate of 24 per cent over the previous year. During 2010-11, the
financial assistance was given by the Government mainly to urban bodies
(26 per cent), Panchayati Raj institutions (54 per cent) and other institutions
(11 per cent).

[ 1.5 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 provisions for providing public services), efficiency
of expenditure use and the effectiveness (assessment of outlay-outcome
relationships for select services).

1.5.1 Adequacy of public expenditure

The expenditure responsibilities relating to the social sector and the economic
‘infrastructure assigned to the State Governments are largely State subjects.
Enhancing human development levels requires the States to step up their
expenditure on key social services like education, health etc. Low fiscal
priority (ratio of expenditure under a category to aggregate expenditure) is
attached to a particular sector, if it is below the respective national average.
Table 1.11 analyses the fiscal priority of the State Government with regard to

' Includes - Crop Husbandry, Fisheries, Forestry and Wild Life, Food Storage and
warehousing and Co-operation.
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development expenditure, social expenditure and capital expenditure during

2010-11.
Table 1.11: Fiscal Prlorlty of the State in 2007-08 and 2010-11

Fiscal PI'lOl‘lty by the State*‘ i N AE/ 5 DE#IAE SSE/AE CEIAEV Educatlom - Health/
I " GSDP: q ‘ | AE | AR
General Category States 17.09 | 64.28 32.54 16.14 14.64 3.98
Average (Ratio) 2007-08 . .
Chhattisgarh’s Average 18.03 74.44 33.90 25.10 16.12 4.92
(Ratio) 2007-08
General Category Average 16.68 64.29 36.68 13.25 17.39 4.34
(Ratio) 2010-11
Chhattisgarh’s Average 17.64 73.69 40.23 15.39 19.17 3.70
(Ratio) 2010-11

*  As per cent to GSDP .
AE: Aggregate Expenditure DE: Development Expendlture
SSE: Social Sector Expenditure CE: Capital Expenditure.

# Development expenditure includes Development Revenue Expenditure, Development Capital expenditure
and Loans and Advances disbursed. -

Table 1.11 indicates the following:

L.

Chhattisgarh has been spending a higher proportion of its GSDP on
Aggregate Expenditure as compared to general category states.

Development expenditure as a proportion of Aggregate Expenditure in

~ Chhattisgarh is also marginally higher than the general category states’

average during 2007-08 as well as in the current year. Developmental
expenditure consists of both economic service expenditure and social
sector expenditure.

Capital expenditure as a corresponding ratio to aggregate expenditure
ratio has been given higher priority in the current year as well as in 2007-
08. Increased priority to physical capital formation will further increase
the prospects of the state by creating durable assets.

Chhattisgarh had given adequate priority to both education sector and
health sector in 2007-08 but less priority to health sector as compared to
general category states during the current-year.
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1.5.2 Efficiency of expenditure use

In view of the importance of public expenditure on development heads from
the point of view of social and economic development, it is important for the
State Governments to take appropriate expenditure rationalization measures
and lay emphasis on provision of core public and merit goods'!. Apart from
improving the allocation towards development expenditurelz, 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.
Table-1.12 presents the trends in development expenditure relative to the
aggregate expenditure of the State during the current year vis-a-vis budgeted
and the previous years.

Table-1.12: Development expenditure

(Tin crore)
Components of ' ‘ / 2010-11
l%evelop.ment 2006-07 2007-98 2008-09 2009-10 | BE Actuals
xpenditure

Development 8,578 10,773 12,995 16,002 | 19,010 16,857
Expenditure (a to ¢ L) (74) (75) an | (73)
a. Development 5,687 7,257 9,676 12,447 | 14,113 13,401
Revenue Expenditure (48) (50) (56) (60) 59
b. Development Capital 2,123 3,024 2,838 2,668 3,969 2,899
Expenditure (18) (21) (16) (13) (13)
c. Development Loans 768 492 481 887 928 557
and Advances 07 (03) (03) 04) (02)

Figures in brackets indicate percentage to aggregate expenditure

(Source: Finance Accounts)

Development expenditure, in real terms and as a percentage of the aggregate
expenditure of the State, increased continuously upto 2009-10. However,
despite a marginal increase in real terms, as a percentage of aggregate
expenditure, the same decreased from 77 per cent in 2009-10 to 73 per cent in
2010-11. The total development expenditure increased by X 855 crore (five per

1 Core public goods are goods which all citizens enjoy in common in the sense that

each individual's consumption of such a good leads to no subtractions from any other
individual's consumption of that good, e.g. enforcement of law and order, security
and protection of our rights; pollution free air and other environmental goods and
road infrastructure etc. Merit goods are commodities that the public sector provides
free or at subsidized rates because an individual or society should have them on the
basis of some concept of need, rather than ability and willingness to pay the
government and therefore wishes to encourage their consumption. Examples of such
goods include the provision of free or subsidized food for the poor to support
nutrition, delivery of health services to improve quality of life and reduce morbidity,
providing basic education to all, drinking water and sanitation etc.

The analysis of expenditure data is disaggregated into development and non
development expenditure. All expenditure relating to Revenue Account, Capital
Outlay and Loans and Advances is categorized into social services, economic
services and general services. Broadly, the social and economic services constitute
development expenditure, while expenditure on general services is treated as non-
development expenditure.
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cent) during 2010-11 over previous year mainly due to increase in
development revenue expenditure (eight per cent) and development Capital
expenditure (nine per cent) while the Loans and Advances decreased by
37 per cent.

The development capital expenditure as a percentage of aggregate expenditure
of the State remained same during the year 2010-11 as compared to 2009-10.
However, the development expenditure on loans and advances as a percentage
of development expenditure came down from four per cent in 2009-10 to two
per cent in 2010-11.

Table 1.13 provides the details of capital expenditure and the components of
revenue expenditure incurred on the maintenance of the selected social and
economic services.

Table-1.13: Efficiency of expenditure use in selected Social
and Economic Services
(in per cent)
Social/Economic s 2009-10 ' 2010-11
" Infrastructure - | “Ratio of | InRE, the share of | Ratio of ‘| In RE, the share of
: CEtoTE | ME | S&W | CEtoTE [ ME | S&Wu
Social Services (SS)

_Total Social Services L 384 . 084 39.92 362 | 122 42.08
Of which e : s ' i
General Education 0.57 0.32 52.85 1.10 0.37 45.84
Public Health and Family 0.46 0.55 73.61 0.75 045 75.41
Welfare
Water Supply, Sanitation 1.69 431 10.07 0.81 4.21 14.20
and Housing and Urban
Development

Economic Services (ES)

Total Economic Services: | . 892 | 723 27.00.. 9.05 | 435 2584

‘ofwhich < . . | .o e T o P
Agriculture and Allied 0.32 1.08 30.51 0.23 1.08 29.78
Activities
Trrigation and Flood Control 4.64 4.57 63.28 4.54 7.63 74.46

TE: Total Expenditure in the concerned sector; CE: Capital Expenditure in the concerned sector;
RE: Revenue Expenditure in the concerned sector;”S&W: Salaries and Wages, ME: Maintenance
Expenditure (does not include operational expenses.)

(Source: Finance Account )

The above table reveals that while the share of capital expenditure on Social
Services decreased from 3.84 per cent to 3.62 per cent, the share of Economic
Services increased from 8.92 per cent to 9.05 per cent during the same period.

Expenditure on Social Services

Capital expenditure on social services increased from X 802.10 crore in 2009-
10 to X 827.60 crore in 2010-11, but the share of capital expenditure on social
services decreased from 3.84 per cent in 2009-10 to 3.62 per cent in 2010-11.

The share of salaries in revenue expenditure under social services increased
from 39.92 per cent in 2009-10 to 42.08 per cent in 2010-11 mainly on
account of increase in the share of salaries due to release of second installment

13 Including salary Grants-in-aid.
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of Sixth Pay Commission arrears. In the case of maintenance, the expenditure
increased from 0.84 to 1.22 per cent in 2010-11.

Expenditure on Economic services

Capital expenditure on economic services increased from ¥ 1,866.01 crore in
2009-10 to ¥ 2,071.04 crore in 2010-11, but the share of capital expenditure
on economic services increased from 8.92 per cent in 2009-10 to 9.05 per cent
in 2010-11. '

The share of salaries under revenue expenditure in economic services
decreased from 27 per cent to 25.84 per cent. In the case of maintenance, the
expenditure decreased from 7.23 per cent to 4.35 per cent in 2010-11.

| 1.6 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 to 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 returns 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.

1.6.1 Incomplete projects

Blocking of funds on incomplete works which include works stopped due to
reasons like litigations, etc., impinges negatively on the quality of expenditure.
At the end of March 2011, there were 78 incomplete projects each costing
% one crore or more involving ¥ 2,449 crore as given in Table-1.14.

Table-1.14: Department-wise profile of incomplete projects

(Tincrore)
Department No. of Initial | Revised Cost Cumulative
fL .| incomplete | budgeted | total cost | overrun actual
| " projects cost of projects : expenditure as
_ ) ek T -on 31.3.2011
Public Works Department 49 1,144.15 1,407.86 0.81 498.69
Water Resources Department 29 867.53 1,041.45 4.05 388.72
Total ' 78 | 2,011.68 2,449.30 | - 4.86 887.41

(Source: Finance Account 2010-11)

As against the initial budgeted cost of ¥ 2,011.68 crore in respect of 78 works
stipulated to be completed on or before March 2011, the progressive
expenditure of ¥ 887.41 crore was made as of March 2011. In five cases, the
cost over run aggregated ¥ 4.86 crore. The time overrun of the above projects
ranged from six months to five years as of September 2011.

Reasonwise number of incomplete works in Public Works Department
alongwith the progressive expenditure- upto 31 March 2011 are shown in
Table 1.15 :
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Table 1.15: Reasonswise breakup of incomplete projects
. (Tin crore)

No.of |  Progressive
£ mcomplete ( enditure as on

Sk e ~works 31-03-2011
Slow progress by contractor 15- 166.51
Naxal problem 3 62.50
. Non availability of land/ delay in acquisition of land 5 55.03
Railway portion 5 47.40
Approval of revised estlmate 3. 35.98
Work left incomplete by original contractor 4 33.33
Work delayed due to Court case. 1 9.31
Forest clearance 3 4.85
Change of Drawmg/des1gn 2 042
Other Reasons 8 83.36

Total 49 498.69

(Source : O/o The Engineer-in-Chief, PWD, Chhattisgarh)

As may be observed from the above table that, in the 49 incomplete works
costing X one crore or more each of the Public Works Department, progressive
expenditure upto 2010-11 was I 498.69 crore. Further, outstanding liability of
% 180.86 crore was created for payment of pending bills. This resulted into
blockage of funds of ¥ 679.55 crore.

Reasons for non-completion of projects of Water Resources Department in the
scheduled time were not intimated by the Department.

1.6.2 Investment and returns

As of 31 March 2011, Government had invested ¥ 259.92 crore in Statutory
Corporations, Rural Banks, Joint Stock Companies and Co-operatives
(Table-1.16). The average return on this investment was 1.65 per cent while
the Government paid an average interest rate of 7.34 per cent on its
borrowings during 2010-11. Continued use of borrowed funds to fund
investments which do not have sufficient financial returns may lead to an
unsustainable financial position. - The Government may ensure proper
justification for investment of high cost funds.’

Table-1.16: Return on investment

Investment/Return/Cost of | 00c 67| 2007.08 .| 2008-09 | 2009-10 | ‘2010-11
Borrowings : .

* - .
Investment at the end of the year® | 59 o4 | 40095 | ~ 43001 | 251.67| 259.92
(X in crore)

Return on investment (X in crore) 0.00 0.10 0.10 0.44 4.30

Return on investment ( per cent) 0.00 0.02 0.02 0.17 1.65

Averag? rate of 1ntere§t on Govt. 7.49 797 736 713 734
borrowing ( per cent)

Difference between interest rate

and return ( per cent) 7.49 7.95 7.34 6.96 5.69

*The investment at the end of the year does not include un-apportioned investment

Out of ¥ 259.92 crore invested upto 2010-11, ¥ 147.17 crore was invested in
26 co-operatives, X 78.06 crore in 12 Government companies/boards and

departments, I 21.86 crore was invested in two statutory corporations,

¥ 10.21 crore in rural banks and ¥ 2.63 crore in joint stock companies.
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There were no set norms prescribed for making investments in various public
sectors companies, rural banks etc.

1.6.3 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
of these institutions/organizations. Table-1.17 presents the outstanding loans
and advances as on 31 March 2011 and interest receipts vis-a-vis interest
payments during the last three years.

Table-1.17:  Average interest received on loans advanced by
the State Government

(Tincrore)

.Quantum 0 [Interest R “el‘ptS/ Cost of 2009_10 2010_11
Borrowings : ShE A
Opening balance 1,667.38 1,625.53 1,529.89
Amount advanced during the year 490.75 896.79 566.55
Amount repaid during the year 533.42 992.43 561.16
Closing Balance 1,624.71 1,529.89 1,535.28
of w_hfch Outstanding balance for which terms and NA 1,517.60 1,523.68
conditions have been settled
Net addition (-)42.67 (-) 95.64 (+)5.39
Interest receipts ' 12189 | 7163 79.86
Interest receipts as per cent to outstanding Loans and 740 4.54 591
advances
Interest payments as per cent to outstanding fiscal liabilities 736 713 734
of the State Government.

Difference between interest receipts and interest payments (+)0.04 ()2.59 ()2.13
(per cent)

At the end of March 2011, the Government had outstanding loans and
advances of ¥ 1,535.28 crore, of which loans for General Services was
T 136.11 crore, loans for Social Services was ¥ 756.74 crore and for Economic
Services X 653.49 crore. The outstanding loans and advances was off-set by
recovery of X 11.05 crore on account of Loans to Government Servants. The
interest received against these loans and advances was only 5.21 per cent
during 2010-11 as against 4.54 per cent in the previous year.
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1.6.4 Cash balances and investment of cash balances

Table-1.18: depicts the cash balances of the State and the investments made

by the State Government out of that during the year.

Table-1.18: Cash balances and investment of cash balances
(Tin crore)
Cash Balance (A+B+C) 1,569.66 2,712.22 1,142.56
A. General Cash Balances
1. Deposits with Reserve Bank (-)554.81 (-)1,480.73 (-)925.92
2. Remittances in Transit (-)0.25 0.00 0.25
3. Investments from Cash Balances 1,364.05 3,380.80 2,016.75
(atod)
a. GOI Treasury Bills (-) 363.57 2,016.75 2,380.32
b. GOI Securities 1727.62 1,364.05 (-) 363.57
c. Other Securities, if any specify 0.00 0.00 0.00
d. Other Investments 0.00 0.00 0.00
Total (A)- General Cash Balances (1 to 3) 808.99 1,900.07 1,091.08
B. Other Cash balances and investments 11.30 13.11 1.81
(Cash/Permanent Advances with
departmental Officers)
C. Funds wise Break-up of Investment 749.37 799.04 49.67
from Earmarked balances (a to d)
a. Sinking Fund 746.94 796.94 50.00
b. Famine Relief Fund 1.41 1.32 -0.09
c. Revenue Reserve Fund 0.97 0.73 -0.24
d. Development and Welfare Fund 0.05 0.05 0.00
Interest realised 149.07 89.73 59.34

(Source: Finance Account 2010-11)

As against the required minimum cash balance of ¥ 0.72 crore with the
Reserve Bank of India (RBI), the State had maintained a cash balance ranging
from ¥ 824 crore to ¥ 3241 crore on the last date of each month during 2010-
11. Intermittently, surplus cash balance was invested by the State government
in short term deposits of Government of India (Gol) Treasury bills and Gol
securities earning an aggregate interest of ¥ 89.73 crore during the year 2010-
11. While the State earned an average interest on these deposits at an average
of 2.65 per cent, it had paid average interest on it’s market borrowings at the
rate of 7.34 per cent. Instead of locking up cash balances in low interest
investments, it would have been more prudent for the Government to retire
high cost debt using cash available beyond the optimum levels recommended
under FRBM Act.
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1.7.1 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 gives an abstract of such liabilities and the assets as on
31 March 2011, compared with the corresponding position on 31 March 2010.
While the liabilities in this Appendix consist mainly of internal borrowings,
loans and advances from the Gol, receipts from the Public Account and
Reserve Funds, the assets comprise mainly the capital outlay and loans and
advances given by the State Government and cash balances.

While the growth rate of the liabilities decreased from 8.98 per cent in 2009-
10 to 4.13 per cent in 2010-11, the growth rate of assets increased from 11.99
per cent to 19.17 per cent during the same period.

1.7.2 Fiscal liabilities

The trends in outstanding fiscal liabilities of the State are presented in
Appendix-1.4. However, the composition of fiscal liabilities during the
current year vis-a-vis the previous year is presented in Chart-1.10 and 1.11.

There are two sets of liabilities, namely, public debt and other liabilities.
Public debt consists of the internal debt of the State and is reported in the
Annual Financial Statements under the Consolidated Fund- capital account.
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It includes market ‘loans, special securities issued to RBI and loans and
advances from Gol. The Constitution of India provides that the State may
borrow within the territory of India upon the security of its Consolidated Fund,
within such limits, as may from time to time, be fixed by an Act of the
Legislature and give guarantees within such limits as may be fixed. Other
liabilities or fiscal liabilities which are a part of the Public Account include
deposits under the small savings scheme, provident funds and other deposits.

Internal debts decreased from 55 per cent in 2009-10 to 53 per cent of the
fiscal liabilities at the end of 2010-11. While the Public Account liabilities as a
percentage of the fiscal liabilities slightly increased from 31 per cent in
2009-10 to 33 per cent in 2010-11, the outstanding loans and advances from
Gol at 14 per cent remained the same as that of the previous year.

The fiscal liabilities of the State, their rate of growth, ratio of these liabilities
to GSDP and revenue receipts are brought out in Table-1.19:

Table-1.19: Fiscal Liabilities — Basic Parameters

2006-07 | 2007-08 | 2008-09 | 2009-10 | 2010-11
Fiscal liabilities (X in crore) 14,113 14,512 14,780 15,933 16,697
Rate of growth of Fiscal 6.33 2.83 1.85 7.79 4.71
liabilities (in per cent) .
Fiscal liabilities/GSDP 21.10 18.08 15.86 14.51 12.87
(in per cent) :
Fiscal liabilities/Revenue 123.23 104.56 94.36 87.77 73.49
receipts (in per cent) ‘ : .

(Source : Finance Accounts)

The overall fiscal liabilities of the State increased from ¥ 14,113 crore in
2006-07 to X 16,697 crore in 2010-11. The growth rate of liabilities was
4.77 per cent during 2010-11 as against 7.79 per cent growth rate in 2009-10.

The fiscal liabilities as at the end of 2010-11 represented 73.49 per cent of the
revenue receipts during the year as against 87.77 per cent during 2009-10.
During 2010-11, the debt to GSDP ratio at 12.87 per cent was less than the
projection made (19.23 per cent) in MTEFPS.

1.7.3 Status of guarantees — contingent liabilities

Guarantees are contihgent liabilities on the Consolidated Fund of the State in
cases of default by the borrower for whom the guarantee has been extended.

 The maximum amount for which guarantees were given by the State and
outstanding guarantees for the last three years is given in Table-1.20.

Table-1.20: Guara:ntées given by the Government of Chhatﬁsgérh

(Tin crore)

Guarantees 2008-09 | 2009-10 2010-11
Maximum amount guaranteed 3,649.53 4,400.65 5,053.59
Outstanding amount of guarantees- ] 895.16 3,337.53 2,849.35
Percentage qf maximum amount guaranteed to total 2330 A 24 2994
revenue receipts

No law under Article 293 of the Constitution has been passed by the State
Legislature laying down the limits.within which Government may give -
guarantee on security of Consolidated Fund of the State. However, the State
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Government has guaranteed loans raised by various corporations and others
which stood at T 2,849.35 crore at the end of 2010-11.

The outstanding guarantees given to Banks and Financial Institutions included
45 institutions/companies, under co-operative societies and banks
R 2,172 crore), power (X 429 crore), Urban Development & Housing
(X 177 crore), State Finance and Development Corporation (X 63 crore) and
others (X four crore).

The outstanding amount of guarantees in the nature of contingent liabilities
was about 12.54 per cent of total revenue receipts of the State.

To provide for sudden discharge of State’s obligations on guarantees, the TFC
recommended that States should set up a Guarantee Redemption Fund through
earmarked guarantee fees. However, the State Government had decided not to
form Guarantee Redemption Fund in view of less high risk Guarantees in the
State.

1.7.4 Off -budget borrowings

Government companies/corporations borrow funds from the market/ financial
institutions for implementation of various State Plan programmes projected
outside the State budget. The borrowings of many of these concerns may
sometimes turn out to be the liabilities of the State Government termed as ‘off-
budget borrowings’. The information on off-budget borrowing has not been
received from Finance Department (September 2011).

1.8 - Debt Sustainability

Apart from the magnitude of debt of the 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 stabilizationls;
sufficiency of non-debt receiptsm; net availability of borrowed funds'’; burden

" Debt sustainability is defined as the ability of the State to maintain a constant debt-GSDP

ratio over a period of time and also embodies the concern about the ability to service its
debt. Sustainability of debt, therefore, also refers to sufficiency of liquid assets to meet
current or committed obligations and the capacity to keep balance between costs of
additional borrowings with returns from such borrowings. It means that a rise in fiscal
deficit should match with the increase in capacity to service the debt.
A necessary condition for stability states that if the rate of growth of the economy exceeds
the interest rate or cost of public borrowings, the debt-GDP ratio is likely to be stable
provided primary balances are either zero or positive or are moderately negative. Given
the rate spread (GSDP growth rate — interest rate) and quantum spread (Debt*rate spread),
debt sustainability condition states that if quantum spread together with primary deficit is
zero, debt-GSDP ratio would be constant or debt would stabilize eventually. On the other
hand, if primary deficit together with quantum spread turns out to be negative, debt-
GSDP ratio would be rising and in case it is positive, debt-GSDP ratio would eventually
be falling.
Adequacy of incremental non-debt receipts of the State to cover the incremental interest
liabilities and incremental primary expenditure. The debt sustainability could be
significantly facilitated if the incremental non-debt receipts could meet the incremental
interest burden and the incremental primary expenditure.
Defined as the ratio of the debt redemption (Principal + Interest Payments) to total debt
receipts and indicates the extent to which the debt receipts are used in debt redemption
indicating the net availability of borrowed funds.
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of interest payments (measured by interest payments to revenue receipts ratio)
and maturity profile of State Government securities. Table-1.21 analyses the
debt sustainability of the State according to these indicators for the period of
three years beginning from 2008-09.

Table-1.21: Debt Sustainability: Indicators and Trends

(Tin crore)
* Indicators of Debt Sustainability ‘| 2008-09 2009-10 - | 2010-11

Debt Stabilization 1.868 245 3304
(Quantum Spread +Primary Deficit) ’ ’
Sufficiency of incremental Non-debt Receipts
(Resource Gap) (-)898 ()731 (+)2,169
Net Availability of Borrowed Funds (-)1,106.81 57 (-)438
Burden of Interest Payments

. 6.88 6.03 5.27
(IP/RR Ratio) . :

(Source: Finance Account)

The trends in Table-1.21 reveal that the quantum spread together with the
primary deficit was positive during the period 2008-11, leading to a constant
decline in fiscal liabilities to GSDP ratio which came down to 12.87 in 2010-
11 from 14.51 in 2009-10.

Though the quantum spread and primary deficit was positive during the
period, the same increased over the previous year.

During the current year, internal debt redemption and redemption of Gol loans
was cent per cent of fresh debt receipts while in case of other obligations,
repayments were 85.72 per cent of fresh receipts. These trends indicated that
the debt receipts were mainly utilized for repayment of debt.

A persistent negative resource gap indicates non-sustainability of debt while a
positive resource gap strengthens the capacity of the State to sustain the debt.
The sufficiency of incremental non-debt receipts increased substantially from
% (-)731 crore in 2009-10 to X 2,169 crore during the current year, indicating
the increasing capacity of the State to sustain the debt in the medium / long
run.

Table 1.22: Maturity Profile of the State Debt (In Years)

‘ } ] (Tin crore)

Years ) : f 2008-09 | 200910 | 2010-11 Fercentage to total
0-5 o 372829 | 422498 | 4,182.47 38
6-10 3,022.19 | 3,333.13 | 3,351.11 30
| 1115 1,951.07 | 1,987.75 | 2,039.44 18
1620 1,282.04 | 1,150.28 | 1,164.79 11
20 and above 393.16 316.25 | 378.91" 3
Total - ... | 1037675 | 11,012.39 | 11,116:72.

(Source: Finance Account)

" Includes T 152.81 crore for which details of maturity year not available and ¥ 0.23crore

taken as loan amount allocated to Madhya Pradesh but repaid by Chhattisgarh.
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As regards repayment of debt, large amounts of repayments to the extent of
38 per cent of the State debt would be taking place in the next five years.
Hence, the State may consider restricting its short-term borrowings so that
repayment obligations in the next five years do not increase unduly.

Three key fiscal parameters - revenue, fiscal and primary deficits - indicate the
extent of overall fiscal imbalances in the Finances of the State Government
during a specified period. The deficit in the Government accounts represents
the gap between its receipts and expenditure. The nature of deficit is an
indicator of the prudence of fiscal management of the Government. Further,
the ways in which the deficit is financed and the resources raised are applied
are important pointers to its fiscal health. This section presents trends, nature,
magnitude and the manner of financing these deficits and also the assessment
of actual levels of revenue and fiscal deficits vis-a-vis targets set under FRBM
Act/Rules for the financial year 2010-11.

1.9.1 Trends in Deficits

Chart-1.12 and 1.13 presents the trends in deficit indicators over the period
2006-11.
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Table-1.23: Trends in deficit

(Tin crore)
Revenue deficit (-) / surplus (+) (+)2,651 | (+)3,039 (+)1,869 (+)888 (+)3,364
Fiscal deficit (-) / surplus (+) (+)37 (-)128 (-)1,027 | (9)1,759 (+)410
Primary deficit (-)/ surplus (+) (+)1,063 | (+)1,012 (+)51 (-)664 (+)1,608

The State maintained a revenue surplus, which increased from ¥ 2,651 crore in
2006-07 to X 3,039 crore in 2007-08. The decrease in revenue surplus began in
2008-09 and it declined sharply from ¥ 1,869 crore in 2008-09 to ¥ 888 crore
in 2009-10 which however increased by ¥ 2,476 crore during 2010-11. The
increase was mainly due to increase of 25 per cent (X 4,566 crore) in revenue
receipts in comparison to an increase of 12 per cent (X 2,090 crore) in revenue
expenditure during 2010-11.

The fiscal deficit, which represents the total borrowings of the Government
and its total resource gap, increased from I 128 crore in 2007-08 to
T 1,759 crore in 2009-10 but turned into fiscal surplus of ¥ 410 crore during
2010-11.

The primary surplus decreased from ¥ 1,063 crore in 2006-07 and reached the
lowest level of T 51 crore in 2008-09 before turning into a primary deficit of
X 664 crore in 2009-10 which again turned into a primary surplus of
% 1,608 crore during 2010-11.

The revenue surplus as a percentage of GSDP increased from 0.82 in 2009-10
to 2.59 in 2010-11. Though the fiscal deficit relative to GSDP was (-)1.63 per
cent in 2009-10 it turned into a fiscal surplus of 0.32 per cent of GSDP in
2010-11. ‘
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1.9.2 Components of fiscal deficit and its financing pattern

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

The financing pattern of the fiscal deficit has undergone a compositional shift
as reflected in the Table-1.24.

Table-1.24: Components of Fiscal Deficit and its Financing Pattern

(Tin crore)

=
Decomposition of Fiscal Deficit
1 | Revenue Deficit(-)/Surplus(+) 2,650.80 3,038.79 1,869.06 888.22 3,363.79
2 | Net Capital Expenditure (-)2,198.10 (-)3,103.73 | (-)2,938.38 (-)2,742.61 (-) 2,948.95
3 | Net Loats snd Advaices (-)416.18 (-)62.77 42.67 95.39 (-) 5.08
inancing Pattern of Fiscal Deficit*
1 | Market Borrowings (-)95.24 (-)157.08 (-)153.44 449.85 (-) 235.03
2 | Loans from Gol 42.04 (-)167.06 94.93 106.83 67.38
3 | Special Securities Issued to NSSF 736.23 37.75 (-)2.78 146.33 373.47
4 | Loans from Financial Institutions 34.68 (-)10.06 (-)41.73 (-)67.36 (-) 101.49
5 | Small Savings, PF etc 9.65 51.50 73.74 294.37 328.97
6 | Deposits and Advances 312:77 441.77 30.20 (-)22.47 355.26
7 | Suspense and Miscellaneous (-)1,026.83 (-)257.12 1,024.80 512.00 (-) 2,129.58
8 | Remittances 26.82 (-)78.72 80.65 (-)111.83 33.68
9 Other520 (-)203.09 184.00 265.96 24491 (-) 28.08
Total (-)162.97 44.98 1,372.33 1,552.63 (-) 1,335.42
Overall Surplus(+)/Deficit(-) (-)126.45 (-)82.73 345.68 (-)206.37 (-) 925.66

*All these figures are net of disbursements/outflows during the year

(Source: Finance Account)

During 2006-07, the deficit was financed mostly from the Special Securities
issued to NSSF but the trend changed over the years and during 2009-10, the
fiscal deficit was mainly financed from the resources raised from market
borrowings, loans from Gol, special securities issued to NSSF and small
savings, provident fund etc. However, the fiscal deficit of the state turned into
fiscal surplus during 2010-11.

1.9.3 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

19
20
21

It includes inter-State settlement.

It includes Contingency Fund , Reserve Fund .

Primary revenue deficit defined as gap between non interest revenue expenditure of
the State and its non-debt receipts indicates the extent to which the non-debt receipts
of the State are able to meet the primary expenditure incurred under revenue account.
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The bifurcation of the primary deficit (Table-1.25) would indicate the extent
to which the deficit has been on account of enhancement in capital expenditure
which may be desirable to improve the productive capacity of the State’s
economy. -

Table-1.25: Primary deficit/surplus — Bifurcation of factors

(Tin crore)
Year Non- Primary Capital Loans Primary Primary | Primary
debt revenue expenditure and expenditure22 revenue | deficit (-)
receipts | expenditure - | advances deficit (-)/ | /surplus
surplus (+) +)

.1 2 3 4 . 5 6 (3+4+5) 7(2-3) 8 (2-6)
2006-07 11,810 7,776 2,198 773 10,747 (+)4,034 | (1,063
2007-08 14,345 9,700 3,131 502 13,333 (+)4,645 | (1,012
2008-09 16,199 12,716 2,940 492 16,148 (+)3,481 (+)51
2009-10 19,151 16,170 2,745 900 19,815 (+)2,981 (-)664
2010-11 23,286 18,157 2,952 569 21,678 (5,129 | (1,608

(Source: Finance Account)

The above table shows that the primary surplus showed declining trend during
2006-07 to 2008-09 and turned into primary deficit in 2009-10. However, the
primary deficit again turned into primary surplus during 2010-11.

The growth rate of non-debt receipts of the state increased to 22 per cent in
2010-11 from 18 per cent in 2009-10.

The capital expenditure as a percentage of primary expenditure exhibited
decreasing trend during 2008-11, indicating higher revenue expenditure. The
reason for higher revenue expenditure during 2010-11 was due to payment of
2" instalment of arrears of Sixth Pay Commission, revision of Pension and
increase in relief of Pension.

While primary Revenue expen_ditilre and Capital Expenditure increased by
¥ 1,988 crore (13.57 per cent) and X 207 crore (7.54 per cent) respectively, the
Loans and Advances decreased by ¥ 331 crore (37 per cent) during the year.

1.10  Conclusions and Recommendations

Fiscal position

The Fiscal position of the state had improved in terms of the key parameters —
revenue surplus substantially increased and fiscal deficit and primary deficit
turned into fiscal surplus and primary surplus respectively.

The increase in the revenue surplus was mainly due to the increase in the
State’ $ OWn resources and its share of Umon Taxes duties.

Due to substantial increase in total recelpts X 4,134 crore) over previous year
as -compared to-the total expenditure (X.1,966 crore) of the state, the fiscal
deficit (X 1,759 crore) turned. into fiscal surplus (¥ 410 crore) and increase in
Interest Payment resulted in the Primary deficit (X.664 crore) turning into
Primary Surplus (X 1,608 crore)

2 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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The fiscal liabilities at the end of the current year worked out to X 16697 crore
which is 12.87 per cent of GSDP against projection of 19.23 per cent made in
FRBM Act.

Revenue Receipts

Revenue Receipts increased by 25 per cent over previous year due to
substantial increase in Tax Revenue/Non-Tax Revenue by 26 per cent and by
25 per cent in Central transfers comprising the State’s share in Union
Taxes/Duties and Grant-in-aid from Gol during 2010-11 as compared to 2009-
10. : ,

The State’s own tax revenue (¥ 9,005 crore) was higher than the normative
assessment made by the ThFC (¥ 8,947 crore) and budget estimates
(7,505 crore). On the other hand, although, the state’s own non-tax revenue
(¥3,835 crore) was higher than the ThFC projection (2,389 crore) but it was
less than the budget estimates (X 4,321 crore).

Recommendation

As GSDP grows, the State has the potential to increase its own tax revenue as
well as non-tax revenue. The State may explore the possibility of widening the
non-tax base so that there is greater fiscal space for undertaking
developmental projects.

Revenue expenditure °

The revenue expenditure continued to be a dominant (85 per cent) part of the
total expenditure during 2010-11.

Non-plan expenditure exceeded the normative projection of the ThFC and
budget estimates by 27 per cent and two per cent respectively.

The committed expenditure on salaries and wages, pension, interest payment
and subsidies constituted 87 per cent of NPRE during 2010-11 mainly due to
release of second instalment of Sixth Pay Commission arrears .

Recommendation

The expenditure on salaries and pension witnessed substantial increase during
this year due to release of arrears of Sixth Pay Commission and revision of
pension. As the expenditure on these items is expected to stabilize in the
coming years, the State should take action to restrict the other components of
Non-Plan revenue expenditure by phasing out subsidies and by ensuring that
borrowings continue to be used for creation of productive capital assets.

Capital expenditure

The Capital Expenditure (3 2,952 crore) increased by ¢ 207 crore over
previous year and its proportion to total expenditure (13 per cent) remained
same as previous year. It was less than the projection made in FRBM Act
(¥5,019 crore) and budget estimates (¥4,068 crore) by 41 per cent and 27 per
cent respectively.

Recommendation

The State Government should step up asset creation through capital
expenditure, as this would enhance future growth prospects.

34



\

Chapter — I — Finances of the State Government

Return on Investment

The -average return on Government’s investments was 1.65 per cent while the
Government paid an average interest rate of 7.34 per cent on its borrowings
during 2010-11.

Recommendation

The Government may ensure proper justification for investment of high cost
funds and set norms prescribed for making investments in various public
sector companies, rural banks etc.

Position of Cash Balance

The closing cash balance significantly increased at the end of 2010-11.
Holding large cash balance in the form of investment of #4180 crore which
earned interest at 2.15 per cent against the average interest rate of 7.34 per
cent on market borrowings indicated lack of prudent cash management.

Recommendation

Proper debt management through advance planning is likely to minimize the
need to hold large cash balances.

Incomplete Projects

Fund aggregating ¢ 887 crore were blocked due to inordinate delays in
completion of 78 works and irrigation projects leading to cost escalation
which is also a major area of concern for the State Government.

Recommendation

The State Government should formulate guidelines to complete all pending
works/projects in a well defined time frame and to avoid cost escalation so
that people derive the benefits in time.
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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 voted grants and appropriations charged for different purposes, as
specified in the schedules appended to the Appropriation Acts. These
Accounts show the original budget estimates, supplementary grants,
surrenders and re-appropriations and indicate actual capital and revenue
expenditure on various specified services vis-a-vis those authorized by the
Appropriation Act in respect of both charged and voted items of the budget.
Appropriation Accounts thus, facilitate management of finances and
monitoring of budgetary provisions and are, therefore, complementary to the

Finance Accounts.

2.1.2  Audit of appropriations by the Comptroller and Auditor General of
India. seeks to ascertain whether the expenditure incurred under various grants

~is within the authorizations given under the Appropriation Act and that the

expenditure required to be charged under the provisions of the Constitution is
so charged. It also ascertains whether the expenditure incurred is in conformity
with the law, relevant rules, regulations and instructions.

| 2.2 - Summary of Appropriation Accounts *

The summarized position of actual expenditure during 2010-11 against
75 grants/ appropriations is given in Table -2.1.

Table-2.1: Summarized Position of Actual Expenditure vis-a-vis
- Original/Supplementary Provisions

(Ein crore
* Supplémentary | Total | Saving (-)/
- Appropriation | . [ A LR
1| 2 3 ‘ 4 5 6 7
Voted I Revenue 18,631.47 ’ 2,706.34 | 21,337.81 18,264.99 (-)3,072.82
II Capital 4,099.35 292.04 4,391.39 3,044.00 (-)1,347.39
I Loans and 951.17 15778 | 1,108.95 568.89 |  (-540.06
Advances , : :
Total Voted 23,681.99 3,156.16 | 26,838.15 | . 21,877.88 | (-)4,960.27_
Charged | IV Revenue 1,514.81 | 1197 | "1,526.78 1,430.33 (-)96.45
V Capital 0.66 0.00 0.66 038 (-)0.28
VI Public Debt- 902.21 - g 000 | - 90221 69087 | ()211.34
Repayment .
Total Charged  2,417.68 T 1197 2,42965 2,12158 | (308.07
Appropriation to ‘ ' ’ S _
Contingency Fund 0.00 0.00 0.00 0.00 - 0.00
2609967 [ 1316813 | 2926780 |

V (Source: Appropriation “Accounts 201 0;1-1 and’Btkdget Estimate)
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The net savings of I 5,268.34 crore were the result of savings of
T 5,463.47 crore in 63 grants and 37 appropriations under the Revenue
Section, 42 grants and four appropriations under the Capital Section and one
“appropriation” (Public Debt) under the Loan Section, offset by excess of
¥ 195.13 crore in four grants and two appropriations under the Revenue
Section and two grants and one appropriation under the Capital Section.

The savings/excesses in all grants/appropriations were intimated (June 2011)
to the Finance Department, requesting them to explain the significant
variations. All the Controlling Officers were also requested (June 2011) to
furnish reasons. Out of 1068 sub-heads commented upon in the Appropriation
Accounts (2010-11), explanations for variations were not received (September
2011) in respect of 954 sub-heads (savings: 801 sub-heads and
excess: 153 sub-heads). '

\ 2.3  Financial Accountability and Budget Management J

2.3.1 Appropriation vis-a-vis allocative priorities

The outcome of appropriation audit reveals that in 14 cases related to
12 grants and one appropriation, savings exceeded ¥ 10 crore in each case and
also were more than 20 per cent of the total provisions. This included huge
savings of ¥ 923 crore under four grants exceeding ¥ 100 crore in each case as
detailed in Appendix-2.1.

Further, dgainst the total savings of ¥ 5,463.47 crore, savings (X 50 crore and
above) of I 1,582.99 crore (28.97 per cent) occurred in merely 10 cases
relating to nine grants and one appropriation as indicated in Table -2.2.

Table-2.2: List of grants with savings of ¥ 50 crore and above

(Tin crore)

SL | Grant Name of Grant Original | Supple- | Surrender Total Expendi Savings
No. No. ’ oo mentary (445-6) | * -ture (excluding
. . surrender)
1 2 3 4 5 6 7 8 9
Revenue — Voted
11 24 | Public Works-Roads and 332.03 0.00 000 | 33203 | 22262 109.41
Bridges
2 27 School Education 2,066.72 4745 0.00 | 2,114.17 | 1,582.37 531.80
3 33 Tribal Welfare 862.32 21.70 51.00 833.02 773.52 59.50
4 41 Tribal Areas Sub-Plan 2,376.72 472.62 193.11 | 2,656.23 | 2,360.86 295.37
5 55 Expenditure  pertaining to '
Women and Child Welfare 552.95 12.01 39.00 525.96 360.35 165.61
6 64 Special Component Plan for
Scheduled Castes 959.37 25.80 75.24 909.93 792.68 117.25
7 80 Financial Assistance to Three
Tier Panchayati Raj Institutions 1,023.73 313.88 116.90 | 1,220.71 | 1,156.56 64.15
Capital —Voted
8 42 Public Works relating to Tribal
Areas Sub-Plan-Roads and 267.87 1140 0.00 279.27 163.56 11571
Bridges
9 67 Public Works-Buildings 210.96 2.85 0.00 213.81 156.26 57.55
Revenue — Charged
10 12 Expenditure pertaining to )
Energy Department 100.90 0.00 0.00 100.90 34.26 66.64
il Total 0 b - ./8,753.57 .9,186.03 | -7,603.04-| . 1,582.99

(Source: Appropriation Accounts 2010-11)

907.71
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" Reasons for savings called for (June 2011) from the State Government were

awaited (S_eptember 2011).

2.3.2 Persistent Savings

In 10 cases dun'ﬁg the last five years, there were persisterit séVings of more
than ¥ 10 crore in each case as shown in Table-2.3 and the savings ranged
between three and 41 per cent of the total of the respective grants in the year
2010-11.

[N

Table -2.3: List of grants having persistent savings_during 2006-2011

(Tin crore)

200809 | 2009-10 |
6 7
Revenue Voted
1 20 Public Health Engineering 17.78 2029 |° 2192 16.82 18.10 7
2 27 School Education 52.88 82.57 197'.58 64.28 531.80 25
3 41 | Tribal Areas Sub-Plan 124.79 238.80 | 25832 | 21290 | 29537 10
64 Special Component Plan
4 for Scheduled Castes 36.52 116.76 80.44 60.64 117.25 12
79 Expenditure pertaining to
5 : Medical Education 18.47 50.77 82.07 39.77 48.81 25
- Department
¢ | 81 | Financial Assistance to 1575 | . 6876 | 6864 | 15487 | 49.99 5
) Urban Bodies .
Capital Voted
71 4 Tribal Areas Sub-Plan 90.57 69.34 116.26 |- 117.83 3322 3
42 Public Works relating to -
8 Tribal Area Sub-Plan 55.56 74.89 139.91 133.50 115.70 41
.| Roads and Bridges -
9 67 . | Public Works-Buildings 27.28 49.66 53.31 52.14 57.55 27
68 | Public Works relating to o
10 Tribal Area Sub-Plan- 2542 39.30 7545 73.92 38.92 34
Buildings : ‘ ) '

( Source: Appropriation Accounts 2010-11)

2.3.3 Excess over provisions relatmg to previous years requiring
regularization

As per Article 205 of the Constitution of India, it is mandatory for the State
Government to get excess over grants/appropriations regularized by the State
Legislature. Although no time limit for regularization of expenditure has been

. prescribed under the Article, the regularization of excess expenditure is to be

done after the completion of discussion of the Appropriation Accounts and the
connected Audit Reports by the Public Accounts Committee (PAC). However,

~ excess expenditure amounting to Y 1,341.60 crore for the period: 2000-10 were

still to be regularized as detauled in Appendlx-Z 2.

2.34. ExceS‘s oyer provisions during 2010-11 requiriﬁg regul;z;'ization

" ‘Table-2.4 contains a summary of total éxcess over provision of funds in 21

grants and seven appropriations amounting to ¥ 293.78 crore during 2010-11
requiring regularization under Article 205 of the Constitution.
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Table -2.4: Excess over provisions requiring regularization during 2010-11
(T in crore)

1 2 | 3 4 5 6
Revenue Voted
1 1 General Administration 72.03 7215 0.12
2 2 Other Expenditure Pertaining to ‘
General Administration 7.69 8.20 0.51
Department
3 . .. .
6 g’;g;’;drﬁ:;f pertaining to Finance 1681.41 1,843.66|  162.25
|
‘ 4 7 Expenditure pertaining to )
| Commercial Tax Department 148.45 155.98 7.53
] 5 . . .
8 |Lend Revenue and District 22751 230.40 2.89
ministration
6 9 Expenditure pertaining to Revenue
‘ Department 434 436 0.02
7 12 Expenditure pertaining to Ener,
: Del;,aﬁmem P g & 165.54 180.73 15.19
‘ 8 18  [Labour 17.14 17.49 0.35
} 9 23 Water Resources Department 226.00 231.89 5.89
| 10 25 Expenditure pertaining to Mineral
| Resource Department 104.54 139.49 34.95
‘ 11 e . .
| 29 é{::réggl;;ratlon of Justice and 104.88 108.03 315
} 12 30 |Expenditure pertaining to
| Panchayat and Rural Development 536.59 547.96 11.37
| Department
|
13 45 |Minor Irrigation Works 3698 . 3783 0.85
14 49 Scheduled Caste Welfare 34.79 35.90 1.11
15 56  [Rural Industries 46.58 47.24 0.66
16 58 Expenditure on Relief on account
of Natural Calamities and Scarcity 18829 203.71 1548
17 g2  |Financial Assistance to Three Tier
Panchayat Raj Institutions under| 501.80 514.95 13.15
Tribal Area Sub- Plan
Revenue Charged
. Interest P d Servicing of
18 e+ ayments and Servicing o 129636 1298.38 2.02
19 1 General Administration ' 8.01 8.43 0.42
20 20  [Public Health Engineering 0.05 0.07 0.02
21 29 Admi.nistration of Justice and 17.78 17.79 0.01
Elections
22 36  |Transport 0.20 0.23 0.03
Capital Voted .
23 6 Expenditure pertaining to Finance
Department 0.21 2.34 2.13
24 23
Water Resources Department 307.01] 316.85 0.84
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25 30 Expenditure pertaining to
Panchayat and Rural Development 0.25 0.26 0.01
Department ]
26 39 Expenditure pertaining to Food,
Civil Supplies.and Consumer 219.83 220.49 0.66
Protection Department
27 40  |Expenditure pertaining to Ayacut
Department 38.88 38.93 0.05
28 57 Externally Aided Projects :
pertaining to Water Resources 50.12 52.93 2.81
Department -
29 75 |NABARD Aided Projects
pertaining to Water Resources 65.90 65.99 0.09
Department :
30 82  |Financial Assistance to Three Tier
Panchayati Raj Institutions under 4545 45.60 0.15
Tribal Area Sub- Plan
Capital Charged
31 » [Public Debt 690.83 690.87 0.04
32 23 Water Resources Department

(Source:

Reasons for excess over provisions called for (June 2011) from the State
Government were awaited (September 2011).

2.3.5 Unnecessary/Inadequate supplementary provisions

Supplementary provisions aggregating I 1,063.80 crore obtained in 39 cases
(X 50 lakh or more in each case) during the year 2010-11, proved unnecessary
as the expenditure did not even come up to the level of original provisions as
detailed in Appendix-2.3.

In 15 cases, supplementary provisions of I 423.84 crore proved insufficient
(by more than I one crore in each case) leaving an aggregate uncovered
excess expenditure of ¥ 289.78 crore as shown in Appendix-2.4.

2.3.6 Excessive/unnecessary/insufficient re-appropriation of funds

A re-appropriation is a transfer of funds within a grant from one unit of
appropriation, where savings are anticipated, to another unit where additional
funds are needed. It was noticed that in 134 schemes, there were
excess/savings of more than I one crore after making re-appropriation, of
which, in 13 schemes, the excess/savings were more than I 20 crore as
detailed in Appendix-2.5.
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2.3.7 Substantial surrenders

Substantial surrenders (more than 50 per cent of the total provisions) were
made in respect of 164 schemes on account of non-implementation or slow

-implementation. Out of the total provisions amounting to ¥ 1,416.83 crore for

these schemes, ¥ 1,161.51 crore (81.98 per cent) was surrendered, which
included cent per cent surrender in 83 schemes. Details are given in

Appendix-2.6.

2.3.8 Surrender in excess of actual savings

In 14 cases, the amounts surrendered (X 50 lakh or more in each case) were in
excess of the actual savings, indicating inadequate budgetary control. As
against savings of ¥ 660.19 crore, the amount surrendered was ¥ 737.01 crore,
resulting in excess surrender of I 76.82 crore. Details are given in Appendix-
2.7. The concerned departments did not furnish reasons/explanations regarding
the surrenders (September 2011) in excess of the actual savings.

2.3.9 Anficipated savings not surrendered

According to paragraph 131 of the Chhattisgarh Budget Manual, a statement
of anticipated savings should be submitted by all Controlling Officers so as to
reach the Finance Department not later than 15 January each year. At the close
of the year 2010-11, there were, however, 20 grants and three appropriations
in which savings of more than ¥ one crore had occurred but no part of the
same had been surrendered by the concerned departments. The total amount
involved in these cases was I 1,269.84 crore (23.24 per cent of the total
savings) as deta.lled in Appendix-2.8.

Similarly, out of the savings of ¥ 2,740.02 crore under 21 other grants (after
surrender, savings of ¥ one crore and above in each grant), amounts

vi\aggregatmg % 975.07 crore (35.59 per cent of above savmgs) were not

surrendered as detailed in Appendzx 2.9.

Besides, in 35 cases (surrender of funds in excess of T-10 crore in each case),
¥ 3,185.01 crore’was surrendered on the last day of March 2011, indicating

weak financial control, as detailed in Appendix-2.10. As a result, these funds
could not be utilized for other developmental purposes. The departments did
not furnish reasons/explanations regarding surrender of savings on the last day
of the financial year.

2.3.10 Injudicious surrender -

In four grants, there was expend1ture of 2, 199 78 crore against the provision
of ¥ 2, 006.91 crore, resulting in excess expenditure of ¥ 192.87 crore. Despite
this, there was surrender of ¥ 20.64 crore wmch was lIlJlldlClOllS as detailed in
Table-2.5. -
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. Table -2.5: Injudicious surrender

(Tin crore)

Name of Grants: otal - | Expenditure * Amount -
\ 2 rOV] e SUr; end,ﬂer'ed”,
1 2 3 4 5 6 7
A - Revenue voted
1 6 | Expenditure pertaining to | o, 5q 1,843.66 152.13 10.13
Finance Department
2 12 Expenditure pertaining to
Energy Department 169.46 180.73 11.27 392
3 25 Expenditure pertaining to
Mineral Resources 110.31 | 139.49 29.18 5.77
Department .
4 49 Scheduled Caste Welfare 3 5.61 35.90 0.29 ' 0.82
Total - 2,006.91 2,199.78 192.87 20.64

(Source: Appropriation Accounts 2010-11)

2.3.11 Rush of expendtture
According to Rule 92 of Chhattlsgarh Budget Manual, rush of expenditure,

particularly in the closing month of the financial year should be avoided.

Contrary to this, in 28 Major Heads, expenditure during the last quarter was
more than 50 per cent of the total expenditure and each expenditure exceeded
¥ 10 crore, while in 14 cases, the expenditure in the last month of the financial
year was more than 50 per cent of the total expenditure as detailed in
Appendix-2.11.

In Major Heads 2810 (New and Renewable Energy) and 4425 (Capital Outlay
on Co-operation), expenditure incurred during last quarter i.e. January to
March 2011 as a percentage of total provision was 227.90 per cent and
100.35 per cent respectively. Similarly, the expenditure incurred during

March 2011 under these Heads also exceeded the total provision indicating
deficient financial management and non-maintenance of uniform flow of .

expendlture which is a primary requirement of budgetary control.

2.4 Outcome of rev1ew of selected Grants

Review of Grant No. 06- Expenditure pertaining to Finance Department and
Grant No. 25- Expenditure pertaining to Mineral Resource Department for the
year 2010-11 revealed the following :-

2.4.1 Excess over provision

Review of Grant No. 6 revealed that in four cases, an expenditure of
¥ 1,713.15 crore was incurred against the total provision of ¥ 1,154.95 crore as
detailed in Table-2.6
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Table-2.6: Excess over provision

2071-01-101-2413-Payable to 1,069.89 283.01 3597
retired salaried personnel

2071-01-104-4590-Service and 146.84 268.25 121.41 82.68
Death-Cum-Retirement -

Gratuity

2071-01-105-2514-Family 174.58 282.94 108.36 62.07
Pensions .
2071-01-115-5438-Leave 46.65 92.07 45.42 97.36
Encashment

Total © 1,154.95 | 1,713.15 | 558.20 |

‘( Source: Appropriation Accounts 2010-11)

On being pointed out, no specific reasons for excess had been elucidated
(September 2011).

2.4.2 Injudicious Supplementary provision

In the following Heads of Account under Grant No-6, huge supplementary
provisions were sought during the year. However, at the end of 2010-11,
substantial amounts remained unspent/ excess indicating injudicious
supplementary provision as detailed in Table-2.7.

Table-2.7: Injudicious Supplementary provision

(Tin lakh)
Heads of Account Original | Supplem | Re-appropriation Total Expen Unspent
N = Provision | entary . /Surrender . Budget diture | balance(-)/
; . ; aitd Excess -
& expenditure
()
Lo 2 3: 4. (243-4) = 6 7
2054-098-4361- 70.00
Local Fund Accounts 1’191'55 (-) 444.13 817.42 | 789.14 (-) 28.28
2071-01-117-6801- - '
State Government 5,000.00 | 700.00 570000 | 882 | (1) 1,182.20
Share : 29

(Source: Appropriation Accounts 2010-11 and Departmental Figures)

On being pointed out, Department accepted (September 2011) the facts but
reasons of supplementary provisions and source from which excess was met
out had not been mentioned.

2.4.3 Non-reconciliation of Departmental receipt/expenditure figures

At the end of the financial year, department should invariably reconcile their
receipt/expenditure under different heads of Account with the Accountant
General (A&E) figures. Review of Grant No. 25 and 6 revealed that
departmental figures furnished under following heads were not reconciled as
detailed in Table-2.8 and 2.9 respectively.
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Table-2.10: Rush of Expenditure

(Tin lakh)
~ Major Head Total Expenditure during 2011 Percentage of
' o Expenditure Co R Expenditure during-
2011
last March last March
. . quarter - . quarter
2885- Other Outlays on ’ ’
Industries and Minerals .30.00 30.00 30.00 100 100
4853- Capital Outlay on
Non-Ferrous, Mining
and Metallurgical - 3,000 3,000 3,000 100 100
Industries

(Source: Departmental Figures) .

The matter is brought to the notice of the Department, however, reply is
awaited (September 2011).

2.4.5 Inflated budget provisions and non-surrender of savings

The list of Major and Minor Heads of Account of Union and States under
Major Head 2070-Other Administrative Services-Minor Head 800 includes
expenditure on (a) taxes on non-residential buildings occupied by Departments
other than Defence Department, and paid by Department nominated by
Government and not passed on to the occupying department, (b) Deportation
of foreigners, (c) rewards for destruction of wild animals.

According to paragraph 118(8) of the Chhattisgarh Budget Manual, the
department should surrender appropriation or portions thereof, which are not
likely to be required during the financial year, as soon as lapses or savings are
foreseen.

Review of Grant No. 6 revealed that during the year 2004-05 to 2010-11, huge
budget provision of X 1,802 crore was made under above minor head. Out of
these provisions, expenditure of only X five lakh (0.003 per cent) was incurred
in the said duration. The department could neither utilize the provision nor did
it surrender the saving amount as detailed in Table-2.11.

Table-2.11: Non-surrender of unspent provisions

(Tin Crore
Year Total Provision Expenditure Savings

2004-05 150.00 NIL 150.00
2005-06 215.00. - NIL 215.00
2006-07 175.00 * 175.00
2007-08 300.00 | # 300.00
2008-09 200.00 NIL 200.00
2009-10 362.00 0.05 361.95
2010-11 400.00 NIL 400.00

Total 1,802.00 - 005 1,801.95

(Source: Depaftmental Figures)
* The expenditure was X 0. 145 lakh
# The expenditure was X 0.023 lakh
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Moreover, during the year 2010-11 under this Minor Head, budget provision
of ¥ 400.00 crore was made for pay and allowances of Finance Department,
which was violating the inter alia list of Major and Minor Heads of Account.
This shows inflated budget provisions and non-surrender of savings since last
seven years under this Minor Head.

* Reasons for savings called for from the Finance Department were awaited

(September 2011). _
2.4.6 Short transfer of amount to Mineral Development Fund

" According to the provisions of paragraph 3(2) of Chhattjisv'garh Mineral

Development Fund Bill 2003, an equivalent of five per cent of the total

- mineral revenue each year was to be transferred to Mineral Development

Fund. During the period 2002-03 to 2009-10, mining revenue of X 7,355 crore
was realised. Out of this; five per cent % 367.75 crore) was to. be allocated to
the Mineral Development Fund.

Scrutlny of records revealed that during the period 2002-09, less than the five
per cent each year and during 2009-10 more than five per cent amounting to
¥ 297.17 crore (4.04 per-cent) was transferred to Mineral Development Fund,
resulting in short transfer of ¥ 70.58 crore as detailed in Appendix 2.12.

On being pointed out, Mining Department accepted (September 2011) the
facts and stated that due to non-preparation of Working Plan, less amount was
allocated in the initial years. Reply is not acceptable as the provisions of
Chhattisgarh Mineral Development Fund were not followed and prescribed

" amount was not' transferred by the Department’to the abo‘ve'fund.'

2 4 7 Bookmg of Royalty and Securtty Depos1ts in unspeaf ed Heads
- of Account -

As per the list of MaJor and Minor Heads of Account of Union and States the
royalities realised from mines, should be classified under Major Head 0853
Non-Ferrous Mining and Metallurgical Industries-Minor Head 102- Mineral
Concession fees, rents and royalties.

Revenue of ¥ 10,699.77 crore (Main Mineral T 10,228.59 croré and Minor
Mineral X 471.18 crore), as detailed in Appendix 2.13, was realised on account

of royalt1es by the Mining Department during the year 2000- 01 to 2010-11
but the entire revenue receipts were not booked under the spe01ﬁed Minor
Head 102 since 2000-01. .

Scrutlny of records revealed that revenue amountmg to ?’ 10 699 77 crore on

- account of royalty on Major Mineral and Minor ‘Mineral . was booked by

..-operating new ‘Sub Heads (0277) -Receipts of Main Mineral and Sub Head
(0278) Receipts of Minor Mineral, under Minor-Head (800) “ Other Recelpts”
-of MajorHead 0833. - : P .

- Similarly, Security Deposits were to be' classified under Major Head 8443-
Civil Deposit -+ “Minor -Head 103- -Security Déposits. It was noticed that
“contrary to above; Security ‘Deposits wete booked under ‘Sib Head (0229)
“Other Receipts” of Minor Head (800) of Major Head 0853 during the period
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Onn elngnpomted ou 'i'(September- 20'1.1 “thes facts 'WETE zaccepted by the

s2ui st 2 Mining Departrent and it was: stated that these Sub/Heads wereropened under

Minor Head (800) Other Receipts:of Major’Head 0853 sas'were defined in the

o Revenue Receipts Pubhc Account Budget Estimate Book (Part II) of the

Al CUChhattisgarh’ State Finance Department™ Reply'is? notv cceptable because these

Sub Heads are not spemﬁed for bookmg of the réceipts o1 ‘aécoiint of Royalty
- and Secunty Depos1t o L et FRE

Als iper: Rule 56(2) of Chhattrsgarh Mmor Mmeral Rules '1996 the revenue
collected onraceount of Mindr: Minérals should-be transferred yearly to District
ar PumuofizCollectors: for. distribiition” to: concerned ‘Panchayats/Autonomous:bodies. The

Chhattisgarh State Financial Code::(Rule:-1:82) . providesi.that: Utilisation

Certlflcates (UCs) for grants provided for specrﬁc purposes should be obtained
it ety by the' " departriernital’ ‘officers“fromi ! the grantees vand «foiwarded to the
“Accountant General aftet verification: within- 18 months:from the-date of their
sanction Uilessspecified: otherwise. \During: the'year:2000-01+to 2010-11, an
S5 ‘amount 047118 croreswas collected-onyaccount-of Minot:Mineral and the
o entlre amount was transferred accordlngly and shown utilized in the respective
oy L0y years (Appendtx 2. 14) by the"Mtnmg Department. : P

transferred by ‘the Collector Kanker to the Panchayats whrch was again
. credited as Revenue Recelpts in the Major Head 0853 by the bank. This had
¥ hedinflated*the et Téventeé” ‘Téeipti-onaccount. of: M1n1ng of"the State by
X 2.87 crore while the concerned Panchayats ofKanker District was deprived

- of the intended benefits of these releases.,, ; :

i

On. belng ‘pointed out’ (September: 2011) department hadﬂaccepted the facts
“‘and-stdted that Utilisation! Certlflcates would be ensuf ure: !

«| 25 . Conclusion

T 5, 463 47 crore, offset by excess of I 195.13" * The ‘excess required

bk \regulanzatlon indet-Aiticle 205 of the - Comstitiition: of Tridia:>In 92 cases,
v * stirréndér of - fands amountlng to 13 3; 311 15 ‘crore¥ wereiade “on the last
‘ Worklng day of the f1nan01al year Whﬂe Jie 20 grants and thr’ "sapproprlanons

were not surrendered In 14 cases, a total amount of X:76.82 crore (amount
s ¢surrendered in excess. was-X 50 lakh or.more-in each. .case);was surrendered in
4 ,excess of the actual savmgSe Snmlarly, out, of the total .savmgs of 3 2,740.02
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X 1,764.95 crore was surrendered. Despite excess expenditure of ¥ 192.87
crore, there was surrender of ¥ 20.64 crore in case of four grants.

e Budgetary control should be strengthéned in all the Government
departments. '

e Issuance of re-appropriation/surrender orders at the end of the
financial year should be avoided.

¢ Regularization of excess expenditure pending since the year 2000
should be taken up on priority basis.

e Regular flow of the expenditure should be maintained so as to avoid
rush of expenditure in the month of March.

e Supplementary provisions should be obtained after ascertaining the
actual requirements of the department concerned<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>