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15 -ാം േകരള നിയമസഭ

9 -ാം സേ�ളനം

ന�� ചി�ം ഇ�ാ� േചാദ�ം നം. 541 09-08-2023 - ൽ മ�പടി�്

സം�ാന�ിെ� സാ��ിക �ിതി

േചാദ�ം ഉ�രം

െ�ാഫ. ആബിദ ്�ൈസൻ ത�ൾ 
�ീ െക എൻ ബാലേഗാപാൽ

(ധനകാര� വ�� ്മ�ി)

(എ) സം�ാനം േനരി�� സാ��ിക

�തിസ�ിെയ�റി� ്േക� സർ�ാരിെന
അറിയി�ി�ിെ�� േക� മ�ി�െട ��ാവന
��യിൽെ��ി�േ�ാ; ആയതിെ� നിജ�ിതി

അറിയി�േമാ; ഇ� സംബ�ി� േരഖക�െട
പകർ� ്ലഭ�മാ�ാേമാ;

(എ) സം�ാന�ിെ� നിയ�ണ�ൾ� ്അതീതമായ
ചില ഘടക�ളാൽ സം�ാനം സാ��ിക

െഞ��ം േനരി��െവ�ത ്ഒ� വ�തയാണ.് �ൻ
സാ��ിക വർഷെ� അധികകടെമ��,്
െപാ�കണ�ിന�ിെല നീ�ിയിരി� ് എ�ിവ

��ി�ാ�ി�ം സർ�ാരിന ്കീഴിെല �ാപന�ൾ

എ�� വാ�കൾ സർ�ാർ കടമായി

കണ�ിെല��ം സം�ാന സർ�ാരിെ�

കടെമ��ിൽ �റവ ്വ��� സമീപനമാണ ് േക�
സർ�ാർ സ�ീകരി�വ��ത.് ഇതി� �റേമ ചര�്
േസവന നി�തി ന�പരിഹാരം 2022 �ൺ മാസം
�തൽ അവസാനി�ി��ം, ഡിവിസിബിൾ �ളിൽ
നി�ം േകരള�ിന ്ലഭി�� നി�തി വിഹിതം �ൻ
ധനകാര� ക�ീഷ�കെള അേപ�ി� ് 15-ാം
ധനകാര� ക�ീഷനിൽ �റവ ്വ��ം, റവന� ക�ി
�ാ�് ഒേരാ വർഷ�ം �റ� വ���ം

സം�ാന�ിെ� ധന�ിതിെയ �തി�ലമായി
ബാധി�ി��.്

ഈ നിലപാടിൽ മാ�ം വ��ണെമ�ം

ഭരണഘടന�െട ആർ�ി�ിൾ 293(3), 293(4)
എ�ിവ���തമായി, 2017 ഓഗ�ിന ് �ൻപ ്
നിലനി�ി�� േപാെല െപാ� കണ�ിന�ിെല

(പ�ിക ്അ�ൗ�ിെല) നീ�ിയിരി�ം െപാ�േമഖലാ
�ാപന��െട വാ�ക�ം സം�ാന�ിെ�

കടെമ�� ് നിർണയി��തിൽ നി�ം

ഒഴിവാ�ണെമ�ം 22.07.2022-െല 134/2022/
എം.ധന ക� ്�കാരം സം�ാന ധനകാര� മ�ി
േക�ധനകാര� മ�ിേയാട ്അഭ�ർ�ി�ക�ം ഈ
വിഷയ�മായി ബ�െ�� ് ബ� �ഖ�മ�ി 19-01-
2023 െല 133/CM/2023 ക� ് �കാരം ഒ�
നിേവദനം ബ�. �ധാനമ�ി� ് സമർ�ി�ക�ം
െച�ി��.്
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ഇതി� �റേമ 12.07.2023-ൽ സം�ാന ധനകാര�
മ�ി േക�ധനകാര� മ�ി� ് അയ� ക�ിൽ

ജി.എസ.്ടി ന�പരിഹാരം �ന:�ാപി�ണെമ�ം

സം�ാന�ിെ� നിലവിെല വാ�ാപരിധി 1% �ടി
വർ�ി�ി�ണെമ�ം ആവശ�െ��ി��.് �ടാെത
റവന� െഡഫിസി� ് �ാ�് 2023-24 സാ��ിക

വർഷ�ിൽ അവസാനി�ക�ം ധനകാര�

ക�ീഷൻ നിർേ�ശ�കാരം സം�ാന�ിന ്വീതി�
നൽ�� നി�തി വിഹിത�ിെ� ശതമാന�ിൽ

�ൻ ക�ീഷ�കെള അേപ�ി� ് �റ��ാ�ക�ം
െച�� പ�ാ�ല�ിൽ �േത�ക സാ��ിക

സഹായം അ�വദി�ണെമ�ം ��ത ക�ിൽ

അഭ�ർ�ി�ി�െ��ി�ം േക�സർ�ാരിൽ നി�ം
ഇത ് സംബ�ി� ് മ�പടിെയാ�ം ലഭ�മായി�ി�.
ക�ക�െട പകർ� ് അ�ബ�മായി േചർ��.
അ�ൗ��് ജനറലിൽ നി�ം ലഭ�മായ താ�ാലിക
കണ�കൾ �കാരം 2023 �ൺ മാസം 30 വെര
4153.18 േകാടി �പ�െട വാ� (െപാ�കടം തനി)
എ��ക��ായി.

(ബി) നട� സാ��ിക വർഷം നാളി�വെര എ� േകാടി
�പ കടെമ��ി�െ�� ്വ��മാ�േമാ;
സം�ാന�ിെ� കടെമ�� ്പരിധി െമാ�ം

ആഭ��ര ഉതപ്ാദന�ിെ� നാല ്ശതമാനമായി
ഉയർ�ണെമ� ്േക�േ�ാട്

ആവശ�െ��ി�േ�ാ; ആയതിൻേമൽ മ�പടി
ലഭ�മായി�േ�ാ; വിശദമാ�ാേമാ;

(ബി) സം�ാന�ിെ� നിയ�ണ�ൾ� ്അതീതമായ
ചില ഘടക�ളാൽ സം�ാനം സാ��ിക

െഞ��ം േനരി��െവ�ത ്ഒ� വ�തയാണ.് �ൻ
സാ��ിക വർഷെ� അധികകടെമ��,്
െപാ�കണ�ിന�ിെല നീ�ിയിരി� ് എ�ിവ

��ി�ാ�ി�ം സർ�ാരിന ്കീഴിെല �ാപന�ൾ

എ�� വാ�കൾ സർ�ാർ കടമായി

കണ�ിെല��ം സം�ാന സർ�ാരിെ�

കടെമ��ിൽ �റവ ്വ��� സമീപനമാണ ് േക�
സർ�ാർ സ�ീകരി�വ��ത.് ഇതി� �റേമ ചര�്
േസവന നി�തി ന�പരിഹാരം 2022 �ൺ മാസം
�തൽ അവസാനി�ി��ം, ഡിവിസിബിൾ �ളിൽ
നി�ം േകരള�ിന ്ലഭി�� നി�തി വിഹിതം �ൻ
ധനകാര� ക�ീഷ�കെള അേപ�ി� ് 15-ാം
ധനകാര� ക�ീഷനിൽ �റവ ്വ��ം, റവന� ക�ി
�ാ�് ഒേരാ വർഷ�ം �റ� വ���ം

സം�ാന�ിെ� ധന�ിതിെയ �തി�ലമായി
ബാധി�ി��.്

ഈ നിലപാടിൽ മാ�ം വ��ണെമ�ം

ഭരണഘടന�െട ആർ�ി�ിൾ 293(3), 293(4)
എ�ിവ���തമായി, 2017 ഓഗ�ിന ് �ൻപ ്
നിലനി�ി�� േപാെല െപാ� കണ�ിന�ിെല

(പ�ിക ്അ�ൗ�ിെല) നീ�ിയിരി�ം െപാ�േമഖലാ
�ാപന��െട വാ�ക�ം സം�ാന�ിെ�

കടെമ�� ് നിർണയി��തിൽ നി�ം

ഒഴിവാ�ണെമ�ം 22.07.2022-െല 134/2022/
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എം.ധന ക� ്�കാരം സം�ാന ധനകാര� മ�ി
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�ൻ ക�ീഷ�കെള അേപ�ി� ് �റ��ാ�ക�ം
െച�� പ�ാ�ല�ിൽ �േത�ക സാ��ിക

സഹായം അ�വദി�ണെമ�ം ��ത ക�ിൽ

അഭ�ർ�ി�ി�െ��ി�ം േക�സർ�ാരിൽ നി�ം
ഇത ് സംബ�ി� ് മ�പടിെയാ�ം ലഭ�മായി�ി�.
ക�ക�െട പകർ� ് അ�ബ�മായി േചർ��.
അ�ൗ��് ജനറലിൽ നി�ം ലഭ�മായ താ�ാലിക
കണ�കൾ �കാരം 2023 �ൺ മാസം 30 വെര
4153.18 േകാടി �പ�െട വാ� (െപാ�കടം തനി)
എ��ക��ായി.

(സി) സം�ാന�ിെ� സാ��ിക �ിതി ഏെറ
േമാശമാെണ� തര�ിൽ വാർ�കൾ റിേ�ാർ�്
െച�െ��� സാഹചര��ിൽ ആയതിൽ വ��ത

വ���തിനായി നിലവിെല സാ��ിക �ിതി

സംബ�ി� ്ധവളപ�ം �റെ��വി�േമാ;

(സി)

ധവളപ�ം �റെ��വിേ�� സാഹചര�ം
നിലവിലി�.

(ഡി)

സാ��ിക �തിസ�ി േനരി��തിന്
സ�ീകരി�ാ�േ�ശി�� നടപടികൾ
എെ��ാെമ� ്വിശദമാ�േമാ?

(ഡി) നി�തി പിരിവ ് ഊർ�ിതമാ�ി�ം �ർ�ം

അനാവശ� െചല�ക�ം ഒഴിവാ�ി െചല�കളിൽ
മിതത�ം പാലി�ം സാ��ിക അ�ട�ം

ഉറ�വ��ി ധന�ഢീകരണം സാധ�മാ�ക

െയ�താണ ്സർ�ാർ അ�വർ�ി�വ�� നയം.
ടി ദിശയിേല�� നടപടികൾ സർ�ാർ വിഭാവനം
െച� ്നട�ിലാ�ി േപാ���.്

െസ�ൻ ഓഫീസർ
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and health among others. Unless the

1.

fr** $*1. t\li*rrygo 6t"1fi-n,,*-)*tii,

the poor, including housing,

I am writing this letter to seek your kind, urgent intervention in an is$ue that

threatens to seriously compromise the federal-state financial arrangements

envisaged in the Constitution of lndia.

This letter is addressed to you in the barkdrop of the grave financial cisis that

the State Covernment is facing currently, The financial health oi the state has

been seriously afl'ected bv a recluction in the revenuo deficit grant to the tune of

around Rs 700U crorc this year ancl loss due to stoppage of CSI'compensation of

around Rs 12000 crorc.'ln arldithn, the Ministry of Finance lras arbitrarily, in

the name of oIf-budget borrowing, made a reduction of approximately Rs.{000

crore$ in the net borron ing limits of the State. In all the State Government will

available to it for financing the inthe current financial year. This po$es a

serious threat tCI thc govcrnmcnt in spending on lvelfare schernes for

rcalities faced by thc State, given the fact that the State is struggling
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to emerge lrom the econornir ctebilitation wrought by the Covid pantlemig are

recognised b1'the Union Government, the safety of the gocio*monomic security

sy$tem that the state has worked so hard to build over the last several decades

will be in jeopardy.

The composition of the financial liabilities of State Covernments has changed

significantly in the last 25 years. The share of loans and advances frnm the

Cenke has declined from over 15.8% of all State liabilities in 2005 to 3.0% in

2020. Kerala is no exception to this trend, The outstanding Ioans and advances

from the Centre to Kerala State as a percentage of Kerala State's total liabilities

have reduced from 12.4'h in 2005 to 3.3% in 2020, This trend towards greater

fiscal decentralisation in India was fundamenially on account of the

recommendation of the Twelfth Finance Commission for disintermediation of

the Central Government from raising public debt by State Governments. The

rationale for this recommendation was that States would now rely on market

borrowings to finance their expenditure and would, accordingly, be sulrject to

the dixipline of the financial markets. States that borrowed unsuetainably

would face higher interest rates, while fiscally prudent States ryould be able to

borrow at cheaper rates.

The Finance Commissions constituted by the Government of India under

Article 28tl of the Constitution, once in five years play an integral role in

regulating sub-national borrowings, a$ evident from the recommendations of

the Twelfih Finance Commission in 2004-05 for the disintermediation of ttre

Cenhal Government from the raising of public debt by State Governments.
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over the year$, Finance commissions have been recommending targets for

Sktes' fiscal deficit and outstanrJing debt, the basis on which the central

Govemment fixes the Net Borrowing Ceiling r:f States Ior a particular Iinancial

year.

However, over the last five y€ars, some of the actions of the union Minisky of

Finance while fixing the state's net borrowing ceilings has raised some grave

concerns for the State Covernments" It is pointerJ out that under the declared

objective of fixing the net borrowing ceiling, Arricle 2gg(3)of the Constin]uon is

being used to vitiate the State's independence ancl make systematic inroafs into

the financial autonomy of State Covernments, enshrinetl in our Constitution.

The Constitution defines the scope of executive power of the Urrion and the

state Goverrunents. By virtue of the provisions of Articles 73 and 162, the

executive power extends to all matters concerning which the Pafliament and the

State Legislature have the povi/er to make laws. This executive power is broad.

By the Enkies 35 and 43 in Lists I anrJ Il of the 7m Schedule, the execufive po1a/er

of the Union and the States shall extentl to the public tJebts. It appears that to

put the matter beyond any shadow of rioubt and enforce a kind of fiscal

disciplinq the framers of the Constitution mat{e specific provisions in respect of

'borrowing' by the State and the Union Covernments. These are contained in

chapter II of Part xll of the Constitution in Articles 292 and 293 of the

Constitution. Article ?92 deals with the executive porlrer of borrowing upon the

security rrf the Consolidated Fund of India. and parliament, by law. has the

power to regulate the limit. Article 293(1) deals with the executive power of a
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$tate to borrow within the of India upon the security of the

Consolitlated Sund of the State the Legislature of such State by law is

empowered to fix the limit. 293 (2) enables the Government of India to

make loans to any State so long

exceeded.

as any limits set unrler Artide 292 are not

Article 293(3) of the Constitution the state's power to raise loans. Under

this provision, if there is still part of a loan made to the State by the

Covernment of India or in respect of which the Government of India has given

a guarantee, State is forbidden raising any loan without the consent of the

Union Government, The wortls' loan' in this chapter mugt be read in light

of the accepted canoru of of Statutes. In Chaniba Mahan v, State

Bench of the Supreme Court held thatof U.P. AIn 1966 SC 1987, a

the words "$erpice af tlu Union or Stnte" do not mean any other service of the

Union or the State except the iul Seruict as defined in Article 236(b, of the

Constitution. Applying the Latin "ejusdem gen€ris", which meano "of the

s€une kind 0r nature", is an acccpted prineiple clf statutory

con$trucfion,the words nry1 loun

read as any loan advanced

in Article 293(3) similarly must be

the Central Covernment. A^y different

construction to the words any loan cut at the root of our country's federal

nafure, one of the salutary on which our founding fathers of the

constitution has rested the idea of In S.R.BommaiYs Unian ol Initia (19W

3 SCC Page 1", the Hon'ble Court held. that federalisrn is part of the

basic structure of the and no Act should irnpinge on this federal
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character' It is tnerefore clear that any interpretation of Article 2g3 S1at

overrides the Constitution'$ federal character would be impermiscible. Further,

the liabiiifies of other instrumentalities of the State Government, like Statutory

bodies and companies, do not come within the rJefinition of State debt as

envisaged in this Chapter. The definition of 'Statd in Article 12 only applies to

the provisinns of Part III of the Constitution. 'State' as defined in Article 293 af

the Constitution will have to be construed as a reference to the States as defined

under ArJicle 1(2) of tne Constitution read with the l"st Schedule to the

Constitution. The Hon'ble Supreme Court in $fafe af Bihar a,llnlan af India &

Aw K1.97il r scc 64 and Tashi Delek Gaming solutions Ltd €r Aw a, state af

Karnataka &Ors has heid that the enlarged definition of 'State' as defined

under Article 12 of the Constitution woukl not apply to other pars of the

Constitution. The mov€ to combine the debts of legal entities owned by the

State and the general ttebt of the State Government is contrary to the provisions

of the Constitution. It would imperil the borrowing powers of the States and

jeopardise the development plans it seeks to achieve through its various

agencies.

To further explairy the requirement that a State must obtain consent under

clause (3) of Article 293 of the Constitution of India is applicable only when a

$tate is either indebted to the Centre, sr when repayment of a loan taken by

the State whirh the Cenke has guaranteed remaine outstanding. This implies

that the purpose af this provision in the Con"stitution is to protect the rights of

the Centre in its capacity as a creditor, Clearly, therefore, the conditions under
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clause ({) of Article 293 nrust necessarily bc direcily relatec{ to ttre specific loan

for which the Government of India issues consent under clause (3) of Article 293.

In other wcrds, using Article 293(3) and (4) of the Corutitution to regulate and

ov€rsee the financial management of the State Corrernments and their agencies

is far beyond what is contemplated in the constitution.

Controlling the management of the Public Account of the States through actions

alffa aires Article 291(3)

I' For over seven decades after the Constitution was enactecl, succssive Union

Governments have always adhered to the constitutional provisions respecting

the financial Powers vested with the Staie Covernments to manage their affairs.

In August ?a\7, Article wg (3) qra$ wrongly and unconstitutionally

administered to significantly constrain the financial freedom of State

Governments. That year rrir,e letter No. {0{6) PF-f/200g-Vol III <Iated 2gu,

August 2017; the Gcvernment of Inttia decided to effectively rnclude the

balances in the Public Account of th$ $t4!fi-while reckoning the Net Borrowing

Ceiling of the State Governmcnt.

I' Article 293(3) can only be legitimately usetl for irnposing conditions related to a

request for borrowing of a State Covernment. This cannot be used to control or

administer the borowing ol the State Government. Uncler the Constitution,

these are matters that exclusively remain in the domain oI the State Covernment.

Thus clearly, even if for argument's sake, conditions under Article 193{3) were

to be made generalisable over the overall annuat borrnwing programme of

6



States, this could at rno$t apply to the state's share of open Market Borrowings

and the borrowings from Cenkal [{SUs and Financial Institutions like LIC,

NABARD €k., which are

Government. It i$ not difficult to see that such conditions cannot go beyond

anti be used to control and regulate the exercise of the Statds financial power$

itself.

10. Furthermorg the Public Account of the State is a constihrtional prnvision in

Article 266(2) where all hansactions of the State Government other than those

cedited to ar debited from the Consolidated Fund of the State. Article 283(2)

confers on the States the powers of regulating its Public Aecount under law

made by the Legislature of the State. The Public Accnunt of the State reflects its

internal financial transactions where constitutionally the State plays the role of a

banker to itself. But, without a valid legal or financial basis, Covernment of

India, by deciding to arbitrarily exclude amounts in the Public Account in

assigning the net borrowing ceilinp has attempted to make serious inroads into

the constitutional financial powers of the State Covernments while at the sarne

time seriously impairing the ability CIf the State to manage its liquidity {rom

tirne to time.

Conetitutionally untenable attempt to control financial operations of
Government Agenciee of the Statee through incortect interpretation of Article
2e3(3) & 2e3(41

11,It is pointed out lhat this year, un{ortunately, the above approach of the Finance

Ministry in incrementally making inroads into the State's powers enshrined in
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the Constitution has gone further. The Minisky of Finance hae now stipulated

that along with balances maintained in the Public Account of a State

Covernmenf all borrowingp of $tate Government entities receiving budgetary

supportfrom the State Budget will also be taken into consideration while setting

the borrowing limits of the State Government. Vide Letter no. 40(2i pf-SlZAZ2-

23 dated 31-A3.7il22of the Department oI Expenditure containing instructions on

the Net Borrowing Ceiling for the financial year 2A?J,-23 it was stipulated that

Borrowings by $tate Public Sector cornpanies/corporations, Special purpose

vehicles (SPVs) and other equivalent instruments, where principal and/or

interest are to be serviceel out of the $tate Budgets and/or by a*signment of

taxes/cess or any other State's revenue, shall, be Songidered at Borrowintq

made bY the Sttte itseU for the purpoee of isquing the consent under A*icle

293(31 of the Constitution of In4la.

12. Presumably, an oft-repeated argum€nt is that the Cornptroller and Auditor

General (C&AG) of India have classified borrowings of agencies of States

Governments as of{-budgetary borrowings. This is then touted as the basi$ for

the current use of Article 293(3), as $een in the letter of the Ministry of

Expenditure cited above. While the State Governrnent has consistently

maintained that such ciassification is erroneous, suffice it trr say, the powers of

the C&AG extend.s only to matters related to accounting and auditing of public

money and not to the interpretation of the provisinns that regulate the financial

powers of the Union and the States under the Constitution. This solely falls

/'
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within the domain of the Judiciary of the country in light of the principle of

separation of powers enshrined in the Constitution

1'3' The Union Covernnrent and the Staie Covernments have huntlreds of

companies and statutory bodies established by them. These agencies help the

Governmenb, Union and States to carry out their respective development plans.

Under the Union Government, several such institutions receive budgetary

support through the union Budget either as'grant$' or a$,inve$bnents,. These

institutions further tap resources extensively from the financial markets through

their own borrowings. These borrowings help signifieantly in moving the

development agenda of the country forward. Leveraging the markets through

such mechanisms is now considered the cornerstone of modern financial

rnanagement and is a practice thai all countries resort to. While the letter o{ the

Department of Expenditure, cited above attempts to impose restrictions on the

States, the Union Covernment itself does not impose any such lirnits on its own

borrowings by taking into account the borrowings of the agencies set up by it"

Given this, the prexription that the borrowing of State Government Agencies

will be reckoned to determine how State Government agencies should access

the financial and money markets of the country becomes dimriminatory,

illogical and unfair * apart from the fact that it clearly violates the Constitution.

14' To reiterate, the scope of Article 293(3) and (4) are limitecl ts the State as defined

under Article I (1) of the Constitution. It cannot be extentled to include the debt

nf Government Agencies, including Companies and Statuiory Eodies, regardless

I
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of whether the Le6islature of the state in its wisdom tiecides to finance them by

way of grant trr assignrnent of taxes and other revenucs through its Budget.

15' over the eight decades of inelependence, a very robust federal financial

framework hae evolved in the country, The Union cnvemment has in place the

Fiscal Responsibility and Budget Managernenr Acr, 2003 (Act No. 39 of 2003)

enacted by Parliarnent. Based on this, the Union regulates its financial aifairs.

All-state Governments have their own version of the Fiscal Responsibility

framework' The State Legislature of Kerala enacted the Kerala Fiscal

Responsibility Act, 2003 Act 29 of 2003. The Legislature also enacter3 the Kerala

ceiling on Government cuarantees Act, 2003 Act 30 of 2003. using Article 293(3)

and (4) wrongly to drive the fiscal management of the States would seriously

irnpinge on the federal-state financial architecture and would evidently be ultra

rires the Cnnstitution. Furthermorer the executive power of the Union and

States is coextensive with the legislativ€ power. Consequently, the parliament

having no legislative power vis-i-vis fuficle 293, no executive power coulct be

exercised by the union Government unrier thase pro'isions.

16. As the Tweltth Finance commission points out, any inefficiency or lack of

prudence shown by the $tate in its fiscal management would be evaluated anrl

assessed by the financial markets themsclves. The borrowings of States rated

higher in terms of their fiscal management would naturally carry a lower risk

premium in the market, while others would have to pay the price of a higher

risk premium. It is certainly not for the union covernment, tfuough a

10
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constitutionally wrong and misplaced application of A*icle 2gB(3) and (4), to

make any inroad into the $tate's financial pourers enshrined in the Constifution.

17' Yet another aspect is equally disturbing. Under the federal-state financial

architecture in the Conatitution the well-established constitutional stmcture for

making reconunendations is the Finance Comrnission. None of the previous

fourteen Finance Commissions have made any such recommendation that could

serve as the basis for the above decision of the Department of Expendihrre.

18- Furthermore, the Terms of Reference cf the Fifteenth Finance Commission had

specifically provided that, while making its recommentlations, the Comnrission

shall have regard, among other consitlerations to the con<Litions tlnt

Government of India may impose on the.states while providing coruent under

Article 293(3) of the Constitution" Despite this specific mandate being given to

the Fifleenth Finance Commission, when the Commission recommended the

borrowing limit$ of states for Fy zazz"{3 and Fy zgzl-vl at r.F% and 3%,

respectively, no recommendationsl comments were made by the Commission

on any conditions that the Union Government may irnpose. The Fifteenth

Finance Commissioa was rnindlul of the of{-budget borrowings of the State anrl

Centre while allowing the limits and had discussed this subject extensively with

the Firrance Departments of the various $tate Governments.

19. To conclude, for your kind consideratiorl it would be wrong to interpretatively

and *electively use Articlu 293(3) tr: unrlermine the federal character of the

Constitution. Coing beyond what is shictly requirer{ under the provision to

ll
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protect the Centra] Governrnent's rights as a creditnr would amount to an

overreach on the part of the covernment of India. civen that firstly by virtue of

tlrc provisions of Articles 73 and 162, the executive po\,yer extends to all rnaners

with respect to which the Parliament and the State Legislature have the pou/er

to make laws and that this executive power is broad, and secondly, by virtue of

the Entries 35 and 43 in Lists I and II oI the vII schedule, the executive power of

the Union and the States shall even extenrl to the public debts, any conditions

imposed by Centre orr States beyond the narow scope permissible for clauses (3)

and (4) sf Article 293, would necessarily be untenable and eeriously hits at the

basic and fundamental architecture of the Constitution that governs the public

financial managernent of the country.

20, Hence, I request your kinrJ self to immediately intervene in the matter and issue

instructions to restore the sfnfu.s quo ontt to the position that prevailec{ before

August 2017 and exclude (1) all balances in the Public Account of the State and

(2) the bonowings of $tate Covernment entities in determining the net

borrowing ceiling of the Skte Covernments in accorrlance with Article 293(3)

and 293(4) of the Constitution.

K. N.

l?

fu,{" k**r Wyr,

Shri. Nirmala Sithararnan
Union Minister for Finanre
Ministry of Finanee
North Block
New Delhi 11S001

Yours sincerely
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1 r CHIEF nUFTEf,

Dear Shri. ibdi jl,

I invite your kind attentiqn to the l(emorandum enclosed. lt sets out
certain crucial issues retating {o financial powers on which the federat-state
retationships so wett safeguurio"a in the constitution, is founded. I have
addressed this to you as att ttle issues hightighted therein merit immedlate
resotution. Your kind in is urgentty sought.

I feet that steps must taken urgently and the concerns shoutd be
them to remain unresotved witt onty serve to

thwart the devetopnrent that both the Centre and the State have
drawn up particutarty in of infrastructure devetopment and
investments in higher
Technotogy.

, Research and Devetopment and Science and

As you yourselves have s{ressed on several occasions when you have
addressed the State Chief Minipters individualty and coltectively as welt as in
your pubtic speeches, joint ef{orts by the Centre and the States are needed
to succegsfulty usher in dw{lopment of our country in various spheres.
Unresolved issues such as the pnes pointed out woutd only impair the spirit
of cooperative federatism - a $ncept ctose to your heart.

I submit the rnemorandum lfor your kind attention and hope that you witt
initiate urgent steps to resotvF the issues raised therein and in furtherance
of cooperative federatism for Qur nation.

With regards,

Yours sincerety,

Shri. Narendra Modi
Hon'ble Prime Minister of lndi6
152, South Btock

Pinarayi Vijayan

\-,
Raisina Hitt, New Dethi - 110 Ol

DRy l; : - <-h ia* Se.qyetal
l4l, f tloor, ilorth 8lo(k t O47I

Raisina Hilt, New Dethi - 110 Ol 1 .

l;:- <hie-* Se.qyetatv
Floor, ilorth Elock r o47fiirz:];]l1i?lr^:l:=.t0 F..0471 233t4ae

Govcmflt.ot Sccretarl3t
Thiruvananthapuram Pin 699001

: ; rhiefminlitergke{rladov.tn
I facebo{k<om/cmokerala * twltte..com/cmokerala

i rnr*crrlecm.gouln

Resldenct
(,1f, House

I 0il7t 2318406, 2ll4S5:l

I

addressed. Othenrise,
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MEMO NDUM ON VITAL
CENTRE. TATE FINANCIAL

SSUES

INTRODUCTION

I. The composition of the financial of State Governments has changed significantly in

the last 25 years. The share of and advances from the Centre has declined from over

15.8% of all Sute liabilities in to 3.0% in 2020. Kerala is no exception to this trend. The

outstanding loans and advances the Centre to Kerala State as a percentage of Kerala

State's total liabilities have fmm 12.49o in 2005 to 3.3% in 2020. This trend towards

greater fiscal decentralisation in was fundamentally on account of the recommendation of

the Tlvetfth Flnance Cornmission disintennediation of the Central Government from raising

public debt by State GoYernments.

now rely on market bonowings ro

rationale for this recommendation was that States would

their expenditure and would, accordingly, be subject

to the discipline of the financial States tlut borrowed unsustainably would face higher

interest rates, while fiscally prudent would be able to Lrorrow at cheaper rates.

2. Under the Constitution, the Finance constituted by the Government of India under

A*icle 280 once in five years

evident from the recomrnendati

disintermediation of the Cenual from the raising of public debt by Sute

Govemments. Over the years, Firlance Commissioru have been recommending targets for

States' fixal deficit and outstandin$ debt, the basis on which the Central Govemment fixes the

Net Borrowing Ceiling of States foria particrrlar financial year.

Hourever, over the last five years, $me of the actions of the Union Ministry of Finance while

fixing the State's net bonowing lceitingp has raised some grave concems for the State

Govemmenrs. It is pointcd out th{t under the declared objecrive of fixing the net borrowing

ceiling, Anicle 293(3) of the Constftution is being used to vitiate the State's independence and

make systematic inroads into the ffnancial autonomy of State Governments, enshrined in our

an integral role in regulating sub-national bonowings, as

of the T\relfth Finance Commission in 2004-05 for the

Consti(ution.



By virtrrc of the pmvisions of Articlcs 73 and 162,

conceming which the Parliament and the State

executive powerof the Union and the Sbtel shall ex

Constiu*ion made spocific provisions in respat of

-Ao -

4. The Constitution defines thc rcope of executive power $ the Union and ttrc Sutc Coverruncnts.

power extends to all matters

have the powcr to make laws. This

executive power is bfllad. By thc Enuies 35 and 43 id LkE t and II of &c 7h Schedule, the

the public debts. It appears that to put

the matter beyond any shadow of doubt and enforcc a kipd of fiscal disciplirrc, thc framcrs of the

ing' by &e Sate and the Union

Govemmcnts. Thesc are containcd in Chaptcr n of Parri XII of &c Constitution in Articlss 292

and 293 of the Constitution Article 292 dsats with ths ixecutivc power of bormwing upon tbc

seourity of thc Consolidated Furd of India, and Parliam&r, by law, has &B powrr to regulatc the

limir Anicle 293(l) doals wiih the execudve powcr ofif State to bormw within the territory of

India upon the socr.rity of the Consolidatcd Fund of histat€, and fu lrgislature of such State

by law is empowered to fix lhe limit Article 2g3 (2)aiuUt". the Government of India to make

loaas to any State so long as any limis sct undqr lrnicla}V|arc not excccded
i'

5. Article 293(3t of thc Constitution fetters the state's por*rfr to raise loans. Under this provision, if
there is sill any parl of a loan made to 0rc State by the G{vcrnment of lndia or in nespect of which

the Gavemment of India has givcn a guarantee, Stttc is prtiAAen from raising any loan without

the consrnt of the Union Crovemrnent. The words any loln in this chapter must be read in light of

the accepted cano$a of Interpretation of Shtutes. In .i.&Bana ai Vs lJnion sllndto (1994) 3

SCC Page I, the Hon'ble Supreme Coun held ttut fede$lism is part of the ba.qic structur€ of the

C,onstitution and no Act should impinge on this federdl character. It is th€rcfor€ clear that any

interpretation of Article 293 tbat overrides the CorFtitution's federal cbaractcr would be

impermissible. Further, the liabilities of other instruminlalities of the Sale Covammen! like

statulory bod.ics and companies, do not come wi*rin &g definition of Stae debt as eavisaged in

thisChapter.Thedefinitionof 'Strte'inArticle l2outy{ppliestothEprovisionsofPannlofdre

Constitution. 'State'as defined in Article 293 of the Cotutitution will have to be construed as a
!

reference io the Srarcs as defined underArticle 1(2) of thi Constitution read with the lsr Schcdule

to the Constitution. The Hon'ble Supremc Court in S$te of Eihar u Unioa o! India & Anr

t$970) I SCC 6il and Tsshi Delc* Gmdng Soluttons Ltd & Anr * ^$ore of Karnaaha & On

has held drat the enlarged definition of 'Sute' as defi{ed undcr Afiicle 12 of the Constiiution

would not apply to other parts of the Constitution. The Utixe to combine the debts of legal entitiee

owned by the State and the gerreral debt of the State Goiemment is contrary to the provisions of

2



the Constitution. It would imr il the bonowing powers of the Srates and jeopardise the

development plans it seeks to cve through its various agcncies.

7. In the succeeding sessions of Memorandum. the issucs that havc recently surfaccd in thc area

of Cantre-State flrnancial have been brought out.

l. Finance Commissi appointed bythe Union Government under
Article 280 of the Constit of lndia

8. The Constitution of India that every fifth year or at such earlier time as the president

considers recessary" the Presi must consdrute a Financs Commission which shall consist of a

Chairman and four other to be appointed by the President. This Commission is
constitutionally tasked with ing recommendations on the following subjects viz. the

distribution between the Union the Ststes of the nct proceeds of taxes, the prhciples which

should govem the glants-iraid the revenues of the States out of ths Consolidated Fund of India,

the measures needed to the Consolidated Fund of a State to zupplement the resourtes of
the Panchayats and Municipali

by thc Prcsident in the interes8

in the State and any other maner refenod to ths Commission

sound finance-

9. The Constitution docs not making the recommendations of the Finance Commission

as instruments for the Union to regulate the State Government in the exsrcise of its

executive financial powers, provided for under the Constitution. Over the first seven decadss

of the country's existence, ttris inal principle ofindependence offirancial powers ofthe States

and the Csntre, was respected i letter and spirit. However, as has been detailed in the succeeding
.

paragraphs in &is M
this unwritten premi se.

the Union Government has bcen consistently deviating from

A\-

6. To furthor expkin, the that a State must obtain consent under clause (3) of Article
293 of the Constitution of India applicable only when a State is elther indebted to the Centrg
or when repayment of a loan by the State which the Centre has guaranteed remrius
outstrnding. Thisimplies purpose of thrs pmvision in the Constihrtion is to protoct thc

rights of the Centre in its

({ of Article 293 must

as a sreditor. Clearly, tlrerefore, the conditions under clause

be directly related to the specific loan for which ths

Govemment of lndia issues under clause (3) of Article 293. In other words, using Article
293(3) and (4) ofthe to regulate and oversee the linancial management of the State

Govemments and their is far beyond what is contemplated in the Constitution.
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10. While appointiag the Fiftecnth Financc Commission (FFQ) in 2020, its Terms ofRcfcrencc (fop)
provided Mt *While ,*k"g its rcconnetdations, the .$ommbsion shall have rcgatd, arnong

orter considerations, to: -..-......(vi) Ilrc conditiow thd GoI nay impose on the States while
pruviding consent underAnicle 293(3) of the Constitutiai."

ii

ll.Furthcrmorc, t'Ihe Union Goventment re.quested w toi.deline what * prmissibte as States,

brrcwing and prescribe that aay liabitity takcn ouaide lprmissibte sourtres of furrowing shoald

be pohibited. It alsa rcquested us ta recommend a rcpor{.ing srytem for atry such borrowings. It
held rtd the IJnion Goverament should have the autho$tl to rcgulatc market borrvwings of a

State, d lhe latter is found to be raising unauthorised ofi"budget borwwings. (Pam I 2.20 of the

Report of the FFC).

12. Thus, for fie first time after the country secured indepen&nce and became a republic, the Union

Covertment had sought to use the ToR of thc Finance @mission to control tlrc State's powers

to regulate its debl As mcntioned above, the Union Corpmment madc an Bppaal to thc FFC to

recomnend ganting powcrs to i6clf for regulating markdt bormwing of the Sates if it is raising

ofi-budget bomowiags. This rcquest was ostensibly madd without due rogard to the fact that this

contraveoed theCoustitutional arrangement in respect of'finarcial po!'/crs assiped !o the Centne

and the States. 
:

13. However, the FFC, to its crediq did not venhr€ to upset the constitutional balancc of financial

powenr. It did not act on the request raised by the Union bovernment. The EFC observed that at

an aggregate level, the States have mainained thcir fi*l deficit {Para 12.36 of FFC Report)

below the target of 3 per cent of GSDP for most of the ycars in our rcyiew perio4 except 2015-

I 6 and 2016- I ?, the slippage being on account of the Ujjudl DISCOM Assruance Yojana (UDAY)

schente, under which States were to take over certain patt of DISCOM debt stock on their own

balance she€ts reflected in higher fiscal deficit in those ydrs. The FFC further recommended that

dre normal net bonowing limit of State Govenrments for the year 2021-22 may bo fixed at 4 per

cent of CSDP. 3.5 per oent for 20?2-23 and 3 per csnt qr the period for the Wiod 2Q23-24 ta

2025'26. As rcgards contingont liabilities and off-budgeEry borrowing, lhe FFC recornmcndd

that governments at all tiers may obsorve sEict discipline by resisting any further additions to the

stock of off-budget transactions and contingent liabilitic6 which is against the norms of fiscal

karxparency and detimcntal to fiscal sustainability. TheFFC advised the Centre and &e States

to be tansparcnt aboutboth ils contingent liability and off-budgetary borrowings.



14.Thus, it may ba obserued that

to encroach into the powe$ of
sanction of the Finmce

recomnsndations on matters

that such classification is

D.b-

prcsent actions of thc Union Covemment in using Articlc 293

State Government does not have either the explicit or implicit

- the sole body constituted under the Constitution to make

to finance betw$n the Union and the States.

ll. lnterpretation of
l

l5.It is pointod out thbt this

2s3(3) & 2e3(4)

unfortunately, the above approach of the Finance Ministry in
incrementally making inroads the State's powers enshrined in the Constitution has gone

fur*rer. The Minisry of has now stipulated that along with balances maintained in the

Public Account of a State all borrowings of State Oovernment entities receiving
budgeury support from the Budget will also be taken into consideration while setting the

bonowing limits of the State Vide Letter no. 40(2) PF-512022-23 dated 31.03.2022

of the Departrnent of containing instnrctions on the Net Borrowing Ceiling for thc

stipulated that Bonowings by State public Sector

purpose vchiclcs (SPVs) and other equivalent instruments,

fixaDcial year 2022- it
companies/corporations,

wlrcre principal and/or int€rest to be seryiccd out of ths Stat€ Budgets and/or by assignment

of taxes/cess or any ptler revenue, Ehrll b€ cossidpfed er Borrowiues made bv tIp Statg

16. Prosumably, an oft-repeated is that fie Compfoller and Auditor General (C&AG) of
India have classified borrowi of agencies of States Goven:ments as off-budgetary borrowings.

This is then toutcd as the basi the current u* of Article 293(3), a$ seen rn thc letter of the

Ministry of Expendinre cited Whilo the $iate Government has consistently maintained

suffrce it to say, the powers of the C&AG extend only to

maBers relaled to accounting auditing of public money and not to the interpretation of the

ial powers of the Union and the States under tlre Constitution.provisions that regulate the

This solely falls within the of the Judiciary of the country in light of thc principle of
separation of powers enshrined the Constitution

l7.The Union Government and

bodics established by them.

State Govemments have hundreds of companies and statutory

agencies help the Governmentq Union and States to carry oul

their respective dcvelopmen{ Under the Union Govcrnmen! several such institutions

rcceive budgetary support the Union Budget either as 'grants' or as 'investments'. These

extensivcly from the financial markets through their owninstitutions further tap
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,u
borrowi''8F' Thesc borrowings help significantly h dP"i"g the dcvelopment agenda of tle
country forward Levcraging the markets throWh su$ mochaniuns is now considered lhe
coraerstorc of modcrn financial management and is a n{cticc fiat all countries resort to. While
the letter of thc Departnont of Expendihre, cited abovq attempts to impose rcsoictions on the
Sht'es, the Union Govemmcnt ibelf does not impose anf such limits on its oum bonowings by
taking into account 8re bonowings of the agencies set u$by it. Giveu ''.ie, the prescription that
the borrowing of Sate Govemmcnt Agencies will {c reckoned to dctendne how State

Governmeut agcncies should acces the financial and 
SnW markets of the country becomes

discriminatory, illogical and unfair - aprt frou the fact tat it clearly violatcs the Constinrtion.

;,,

I 8. To rcitonte, the scope of Article 293(3) and (4) are li.i$ to thc Srgts as dsfincd undcr Article I
(l) of ths Corutitution- [t cannot bc extendcd to furchlllo the dcbt of Govcrnment Agencicq
including Companies and Statutory Bodies, regardle*s o{whcther thc Legislature of the State in
its wisdom decides to finance them by way of grant or *sigom"nt of taxes and other revenuss

duough its Budget.

19' Over thc cieht dccades of indepcndcnce, a very robust f{ctcral finaacial framcwork has evolved

in the country. The Union Governnrent has in place }nc fiscat Resporribility and Budget

Management Act, 2003 (Aet No. 39 of 2003) snactod Qf, Parliament Basod on thiq the Union
rcgtrlates its fimncial afrairs. All State Goverrmentg lavc their own version of the Fiscal

Responsibility framework. Thc State hgislature of Kerala cnacted the Kerala Fiscal

Responsibility Ac! 2003 Act 29 of 2003. The Legishu{re also enactod thc Kerala Ceiling on

Government Ouarantecs Act 2003 Act 30 of 2003.

20, Using Article 293(3) and (4) wrongly to drive the fiscal mlpagement of the States would seriously

impiuge on the federal-state financiel archirccure an{ would evidently be ultra vjres thc

Constitution. Furthorrnore, the executive power of the

legislative power clearly specified in the Constitution.

legislative powcr vis-ir-vis Article 293, no executive

Government under those provisions.

and Statcs is coextensive with the

the Parliamcnt luving no

can bc exercisod by the Union

,
21, As the Tlvclfth Finanoc Commission poins out, anf incffeicncy or laok of prudeirce shown by

the Stato in its fiscal manag€ment would be evaluated 
fnd 

assessed by the financial martets
themsclves. The borrowings of Statcs rated higher in efms of their fiscal management would
naarally carry a lower risk pnemium in the markeq while pthers would have to pay the price of a



higher risk premium. It is

rvrong and misplaced

finsncial powers enshrined in

22. Thsre is yet anothcr aspect that

in the Consritutiorq the

the Finance Cornmission.

such recommeodation rrat

E>rpenditure.

23. Furthemrore, the Terms of
provided thaf while making

other considcrations to the

providing con$€nt under Arti

given to the Fiftecrilh Ffuance

limits of States for FY

recommcrdations/ comments

Covernment may impose.

bonowings cf the State and

extensively with thn Finance

States and their

24. The actions of the Union

Constitutioq secm! to prinari

fiat thc ambit of Article

liabilities. The second is a

Covernment, the States, left to

25. Article 293(t) reads as

29i. Borrowlag hy States

( I ) Subjeet to tl*
within the telitory of Ind,

such limits, tf azy, as may

ilt.

0-5 -

7

not for the Union Government, through a cofftitutionally

. of Article 293(3, and (4), ro make any inroad into the State's

Constitution,

equally disturbing. Under thc federal-sato finansial architooture

constihrtional stnrcture for making recornmendations is

of the prcvious fourteen Finanqe Corrmissions have made any

serve as the basis for the above decision of the Deparhncnt of

of the Fi&eenth Finance Commission had spccifically

recommendations, *re Cornmission shall have regard, among

that Government of India may impose on the S&atqs while

293(3) of the Constihrtion Despite rhis specific mandate being

ission, when the Conunission recommendcd the borrowing

-23 and FY 2023-24 at 3.5% and 37o, respectively, no

made by the Commission on any corditions that the Union

Fifteenth Finance Commission was mindful of the off-budget

while allowing thc limits and had discusscd this subject

of the various State Governrnens,

Liabilities

through its use of Article 293(3), ultra vires of the

stem from two considerations- The first is a wrong interpretation

) can be extended to management of the State's coutingent

notion that sans the 'disciplining' hand of thc Union

ves, may not take prudent decisions on their own!

of lhis arlicle, the q.ecutive power of a State exlends to borrowing

upon the security of the Consolidated Fund of the State u,ithin

lime to time be Jixed by the l*gislaturc of such State by law



and to the giving of guarantees within such limitsyi

added)

I
if aa!, as ,f,fiy be so $red (emphasis

26. Evidently, undcr thc provisions of 0re Constitution, the Siirt" t"gi.t"tu 
" 

is ernpowered and sotely

to, and fully coarpetcnt to limit the amount of guarante$ which a Statc Govemment may givo.

The Union has no rolc or busincss or grorrnds to inrcrverdp in this, as these are assigncd to States

under the Constitution Prior consent of the Govammen{of India is also oot neossary before a

State Oovernment issueg guarantses. Article specifically distinguirhes betwccn

in A*icle 293(3) is int€nded to cover'borrowing'and 'guaraatoes'- The torm 'loan'

borrowing only and is not intendcd to apply to as well. The constitutional posifion,

thereforc, would be that Statc governments do not prior consent of Oovemment of Irrdia

before giving a guarantcc. H€nce, using the provisions iclc 293 to bridlo powcm guarantecd

to the Statos is constitrtionally untauble. States have right to issue guarantees to its

agencies

i
27. Most States have established mpchanisms to ensure pedent managcmenl of their contingent

liabilities. Kerala was among lhc first few Siatcs which aircrca legislation to rcgulatc contingemt

liabilities. It enacted the "The Kerala Ceilirg on Governsent Guarartees Acg 2003" to provide

for ceiling on Govemmeirt guanantces and other mattsrs c{Fnected t}rerewith or incidcntal thercto.

Under the 2003 Acg initiat cciling limit weo fixod at Rs 14000 Cr which was subsequeutly revised

to R$ 21000 Cr in 2015 and to 5% of GSDP in 2018. The Ouarantee ceiling limil is cunently fixed

at l0% of OSDP. I

28. Undor the Oualiantcc CeilitrgAct 2003, thc Government $nrges a minimunr of 0.?5 pcr cent per

snnum as guarantee cnmmission The legislation provides pat ttris Ccrunision cannot bc waived

under any circumstanccs. ?hough the guarantoe commissfin is taken inio a general poo[ the fees

is adequate to kke care of devolvement undcr the guaraniees" It has also to be ernphasiscd that

the credit record of thc Sane Govcrnment is excellent and trere is no precedent of the Govemmsnt

of Kcrala not honouring &e guarantces extended by it. .

t,

29. One of the reasoos thst the Centro and thc Statc Govemm6;rts created public Sector Undertakings

oither as Companics, Societies, or Statutory Bodics is to gh,e speoial omphasic on scctoral growth

in spccific areas of public intarcst. Such ageacics maq also bormw fnom thc markct. These

rcpaymonts of thcse borrowings and interest thereon are a,pharge on ttrc income of the concerned

agency. Depending on the frnancial health of these age$cies, some of these bonowings may



sometimes have to [6 egainst

cases, Governmenl may have

funding or investnone in

issued by a Statc Covemme,nt

r€aoon that the relevant Acts

&1 -

Guarantoss provided for credit enhancement. In some

provide such guarantecs over and above neceesary viability gap

as equity, loans or other capital grants. The guarantees

obviously in the naturc of contingent liabilities. tt is for this

most Sbtes prescribe a maxirnum limit or extent tro whieh

Governmeirt guaraut&es may givcn. As mentioned above, the Kerala Ceiling on Governrtent

Guarantee Act, 2003, as from tims to time providos the Guarantce ceiling limi$.

30. The use ofArticle 293 to liabilities, besides being ultra vires of the Constitution

also stems from a misplaced cveu perhaps an overbearing notion that the resbaining hand of
to prudeatly regulate their contingent liabilities. Nothing cen be

on this issue of containing contingent lhbilitics, the track record

of the S0ab 6over0ment does in any way compare less favourably witr that of the State

31. Without belabouring this

robust mechanisms of

suffrce it to say that ttre State of Kerala has put in place very

and the rcquircd mcasuf,cs under thc Kerala Fiscal

Responsibility Act The Kera la

is an Act to pnovide for the

Responsibility Act 2003 enacted by the Sarch Lrgislahrrc

ity of the Oovemment to ensure prudence in f,rscal

menagement and fiscal stability py progressive elimination of rsvenue deficit and sustainable debt

msnagemeil consirtent with smbility, greater transparenoy in fiscal operations of the

Government and conduct of fipal poticy in a medium-tcrm fiscal frrrnework and for matters

conneted &erewith or i thereto. The State has also issued Rules under this Act called

the Kerala Fiscal Rules 2005.

32. This, inter alia,provides for followitg:

5" Meawresfor Fiscal - (1) The Goverwnent shall tdke ndtable
maasures lo ensure grealer in ilsfiscal operations and minimbe asfar as
practicab{e in public fficial secreqt in the preparation of annuat budget;

the Union is neededlto get S

more faltacious Onritnis. rn

Provided thar the Governmint shall have the power to reserve any st*h informctiott
which would adwrsely affelt t*e interest of the Statc Exchequer

:l

(2) In particular and withorlt Trreludice b rhe generatity of theforegoing pravision
the Government shall at theltime of prcsentation of annual budget disclose in such
mqnner as may be frescribld,-

I
1

l

1

,

i

i

Govcmmcnt. i
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i
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(a) tlw significant changes in the accounting; policies and practices
affecting or likely to affect the eompliance pres c r ibed fi scal indicator s ;
ft) asfar as pracliccble, all outstanding liabilities, nweilue demand
raised htt not rcalized, comnitted liability
coiltracts, tosses incurrcd in providing

of majorwoflrs and ntpply
goods and services, off budget

bonvwings

33. Accordingly, tlrc SaeGovemmsrt makcs a comprehenaifre dieclosure of oubtanding Ouarantess

to tho legislature of the Sarc through Table A38 of Bud4t Uocuments as ptrblished in Budget in
Brief which is a publie docrmrent. This dirlosure ig{duty done in the format of Form 83
prcsoribed under Rule 7 of the Keiala Fiscal Responsiblfty nules 2005. With such a robusr and

well-desipcd srchitec$$ in the Statc there is ncithcr aaf lcgrtimacy norany nood for &e Union

Govommeot to attempt to bridle tho Slatc's contingenl liabilities aud rmftict bonowings of
agencies, PSUs and orher institurions set up by a State G{veronent.

lV. Legal Basis for Fiscal Responsibility (FRL) [egislations of States and the
Union

34. The Constitution defines the scope of legislative and powers of tho Union and the

St8!es. ln terms of legislative power-sharing, Article 2a{ of the Constitution confers legislative

powcrs on the Parliament and the Statc Legislatures on $e subjects enumeratcd in the Seventh

Schedule. This schedule contains three lists i.e., List I or r[e Union Listoycr which the Parliament

has cxclusive competenco, List II or the State List o*er which thc Statc tcgiclatures havc

exchui've competence and List III or the Concurrent List 
Tver 

which both 6c Parliament and thc

state Lcgislatures have competence.
I

35. By virtue of &o provisions of Articles ?3 and 162, the txecutive power extendg to all matters

concerning which the Parliament and the State t*gislaur$ tuve tlte powor to rnake laws.

36. Article 73 reads as follows:

73. Exlenl of uecutive power of the Union
l. Subiect to the provisions of this Coasti*uion, the executive power af the Llnion

shall extend
a) to the matters with respect ,o Which Parliament has power to make

laws: and
b) to the exercise of such righis, authority and jurbdiction as arc

exercisable by the gorcrnmenl of India by virtue of any treaty on
agreement: Provided thal lhe e*ecutive power referred to in sub clause
(a) shall noL save as expressly,ltrovided in rhis conslihttion or in any



2. llntit
af aStau

such

cauld

3?. Article 162 reads as follows:

162. Extent of ueantiw
executive power of a State

the Stale has power to
I-egislature of a Stau and
State shall be subject to,

Constitntion or by any law
of Ministers.

38. By the Entnes 35 and 43 in

and the State,r sball extend to

made specific pmvisions in

are contained in Chaptcr II
Constitution. Articlc 292 deals

Consolidated Fund bf India,

293(l) deals with d 
"*"*utiu"

s€curity of tf,e CoJsofidated F
I

empowered to fix the limit.

39. Under entry 35 of List I and

Constitution" the Union's

Parliament and shall extmd to

laws.

40. Similarly, under eutry 43 of

Responsibility Logislations

the law-nraking power of its

Legislature of the State has

y'

law fu Parliament, ertend in any Stale to matters with respect in
the Legislalure of the Suu has also power to make laws

provided by Parlfument, a State and any ofiicer or authority
notwith$tandiag anythingin this article, cantinue to exercise in

matters wilh towhich Parliament has power to male lawsfor that State
power orfunctions as the State or oficer or authoriQt thereof
immediately before the commencamenl of this Constitution

C-ouncil of

of State Subject to the provisians of this Constitution, the
extend to the matters with rerpecl to whbh the Legistature af

laws Provided that in any matter with respect to which the
have power to n ake laws, the weculitv power of the

limited by, th" executive poflryr expressly conferred by the
Parliament upon the Union or autharities thereof Council

I and II of the 7th Schedule, the legislative power of the Union

rcspsctive public debts. The framcrs of the Constitution also

of 'borrowing'by the State and the Union Govemments. These

Part )m of the Constitution in Articles 2g2 and 293 of the

the exccutive power of borrowing upon tho security of the

Parliament" by law, has the power to regulate the limit. Article

of a State to borrow within the tenitory of India upon the

of the State, and the [,egislature of such SAte by law is

292, Centre has passed i* FRL and under Articlc 73 of the

ive power is co-extensive with the law-making power of
matters with respect to which Parliament has the powcr to make

II and Article 293(l), the States have passed their Fiscal

under Article 162, States' executive power is co-pxieosive with

and shall extend to the matters with respect to which the

ll

power to make laws. Thir would unequivocally meen thet
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mnrging the publlc debt of Oe Strteq including do$rlonc over borrowing formc prrt of
the executive power of the State.

i
41. It may be recalled that in the 1990s and in early 2000s, funowing levels of both the Union and

Stnte Governments wero vcry high; duc to which &e rev&ue deficit, fhc fiscal dcficit, as well as

the Debt 0o GDP ratio, all stood at high levels. To inroa$e the fundamcnhls of fiscal discipline

at various levels of thc Govemment, the fiscal R.esp{nsibility and Brdgetary ldanagemont

ffRBM) Bilt in the Parliament in Deccmber 2O0d was htroduccd, in lino with the

recommcodations of a committee sct up for 0rat purpos*. Thus, Parlirrncnt snactcd the FRBM

Act in 2003 which received thc Presidcnt's assent in nrlgust 2003. This Act aims to make the

Cenrral Government responsible for ensuring intergenerafional equity in fiscal mauagement aod

long-term macroeconomic strbility by removing fiscal i#podiments ia tic effective conduct of
monetary policy and pnrdcntial dcbt managemcnt con*stent with fiscat sustainability. Later,

under Section 8 of the Acg the FRBM Rutes 2ffi4 weresramea, which came into forcc iu July

2004, The FRBM Act has since becn amcodcd four timesin 2A04,2012,2015 and latcsr in 2018.

{

42. The State Governmcnt cnacted thc Kerala Fiscal Respondbility Act, 2003, to ensuro prudence in

fiscal managemcnt and fiscal stability by progressiv{ elimination of revenue deficit and

sustainablc debt managcmemt. Tilrb Act came into forcdion 5 Decembc,t 2003. Sincc then, the

State Governmcnt has amended the Fiscal Responsibilitf Act twice keeping in view thc frscal

parametqs prcscrihd by succcssivc Finance Commissigrs. Based on the reommendations of

Thirtecnth Finance Commission, the State amended Kerafa Fiscal Resporxibility Act and Kcrala

Fiscal Responsibility (Amendmcn$ Act, 2011, came inp force from 8 Novembcr 20ll with

revised fiscal targcts, which werc b be adhered to by thelear 2014-15. The Fourteenth Financc

Commission reornrnended a set of rules for the Suto relating to fiscal argots and annual

borrowing limits. Based on the rocommc,ndations of thd Fourteenth Finance Commissiorq the

State Govemment amended the Kerala Fiscal Responsibflity Act by enacting the Kerala Fiscal

Rcsponsibility (Amcndment) Act 2018 on 3l March iltS with revisod frscal targets for dre

Financc Commission period. According to fte Act, thq Oovernment shall eliminate revenue

deficitcornplctely during the pcriod from 2017-18 to 201*20 and shall maintain the fiscal deficit

to 3 per cent of GSDP during the same period. 
I

1

43. The above discussion woutd show that the State Govemrr{nt is vcry purposively minded, not any

less than the Union Governmen( to maintain the neceesarj standards of fiscal pnrdence under the

powers that the Conslihrtion vests in it. It is also when tlp Union chooses to transgr€ss clearsut



V

44.

45.

.-- D) -

lines of its authority and beyond what is legitimately its own domain and intervene

entmsted with the Stat6, that needlcss constitutional disputesextralegally into areas rightful

around issues that disturb the structure of the Constinrtion happens.

Management of the blic Account of the States

For over sevon decades eftor Constitution was enacted, zuccessive Union Governrnents have

alwrys adhered m rhe provisions respccting the finaacial powers vested with the
State Covemments to manage ir a&irs. In August 201?, Article 293 (3) was wrongly and

unconstiturionatly idmini to significantly constrain the financial &eedom of State

Govemmeirts. That year letter No. 40(6) PF-U2009-Vol III dated 28rh Augusr 2017; rhe

Goverlmentof Indi decided to ivcly includg the balanpcs in thg Public Account of the Stare

while reckoning the Ceiling of the State Government.

45.Article 293(3) can only be used for imposing conditions rclated to a request for
borrowing of a State This cannot be used to conkol or administer the borrowing of

Constitutiorr, these are matters that exclusively remain in the

Thus clearly, even if for argument,s sake, conditions under

the State Govemment. Under

Article 293(3) were lo be generalisable over the ovenall annual borrowing programme of
Statcs, this conld qt most to the State's share of Opcn Market Borrowings and thc

borrowings from Central and Financial [nstitutions like LIC, NABARD erc., which are

. [t is notdifficult to see that such conditions ceilrcr
go beyond and be uted to and regulatc the exercise of the State's financial powers itself.

Furthormorc, ths Public of the State is a constiturional provision in Articlo 266(2) where

all tansactions of the State vernment other than those credited to or debited from the

Consolidated Fund of the State. Articlc 283(2, confers on the States the powers of regulating its

by the Legislahre of the State. The Public Account of the State

reflects ib internal financial where cnnstitudonally the Statc plays the role of a banker

to itself. But, without a vali, legal or financial basis, Covernment of lndia, by deciding to

arbitrarily exclude arnounts in Public Account in assigning the net bonowing ceiling, has

attempted !o make serious i into the constitulional financial powcrs of the State

Govemments while at the

liquidity from time to time.

I3

domain of the State

Public Account under law

time seriously impairing the ability of the Srate to rnanage its
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vl. Reserve Bank of lndia's powers to contrd borrowings of state
Government Agencies from Bank regulated d nSf

47. Following the unconstihrtional use of Article 293 by
i
I

{e Union Covernment to repudiatc fte
oonstitutional powers of the State Covemurents, the Bank oflndia has also now changed

its stancc on borrowings by Statcs from Scheduled ial Banls. Contrasting carlicr Mastcr

Circulars iesuod by RBI on this subjcct widr ihe ones it hns issued after the ohang€d staud of
the Union Govemment vis-a-vis sening thc Nct Borrow ings, will help to apprcciate this shift.

48. Master Circular DBR. No. Dir.BC. I 0/t 3.03 "00n0 1 5- t 6

Other Rsstrictions'dated July l, 2015, contaiacd the

Ressrve Bank of India to banks on statubry and other

'lrans and Advances - Statutory and

instuctions issuod by the

on loms and advances. The

following is an extract from Parr 23.7,! of tle said Circular (from the year 2015)

"(iii) In respect af prcjects undernken by

sanctioned onlyfor corprate entilies (i.e.

sectarunils, term luns may fu
scctor undertakings

under Companies Act or a Carparotion under the relevant statute)

Further, srrch term loans should not be in of or to sub*iruw badgeury

resol.t ces envkaged for lhe project.

dcsisn. While such public sectar units may Special htpose Yehicles

(SPh) registered under the Companies u p fo r fin a nc in g i ntr a $ruc I ure

prcjacts, it should be ensured by banl<s and instltutions that rtese

loans/iavestments dre nol used for. the badgel of the State Governments.

Whether suchfinancing is dore by way c{ loans or investing in bonds,

banks and $nancial institutions should due diligence on lhe viability

*nd bantcability of such praiects to ensure ,l$, ,"r"nu" slreamfram the projecl is

suflicient ra tukc carc o{the debt senicing &ligotion, and that the

rcpaymznt/servicing of debt is not out af busgetdry nesourcrzs." (Emphasis added)

;
49. Thc folloving is an extract from the instructions issued ($om the yerr }Oz2l,vide Letter

issnrcd by Rcservc Bank of India (RBI/2022-23/? I DOR.dRE.REC. No.4il t3.O3.OotzoZZ-23
I

June ld 2022)to all Scheduled Commercial Banks exchhing Regional Rural Banks (RRBs)

l

1

:

.

.:
.



b)

c)

d)

31 -

"i. Banlu/ FIs have beenfound to have iolated our inslnrclions which inter
alia requin that in of projects underlalcen by government owned entitiet, lerm

laans shouldbe onlyfor corporste bodies; due dilisenc€ shodd bc

50. Thc RBI has clearly shifted its stand in the matter of loans availed by Sate Covernment
1

Agencics. While, as t6€n above, were hitherto allowed to financc State Governmcnt

Agencies, where Budgetary for &e financrng was part of the projoct design. This means

funding to mect its obligations on repa)rment of liabilitiesthat a project receiving viability

(say those arising out ofbank ) would be eligible for bank fmancing. However, as per the
Lettcr issued by RBI in June cited above, even projects financed ttrough Viability Gap

Funding by State Goivemments stgnd restricted.
l

51. Annexure to Letter ilsued by

l5

No.4?fl 3.03, OO t 2O2lA3 \me t
I

Oovernment owned pntities viz:

Bart of India (F.BJ2022-23/7 I DOR.CRE. REC.

2022, lists out the extant insurctious on Bank fmance to

for Firuncing' of ldaster Circular
.00/2015-16 on'l,oans andAdvarpes - Statutory and Othcr
1,2015

a) Para 2.3.7.3 - '
DBR.No.Dir.BC.l0/13.

Restrictions' datod

Para 2.3.7.5 - ' l' o[ Master Circular DBR.No.Dir.BC. I 0/l 3.03.00/2015-l 6
- Statutory and Other Restrictious' dated July l,2015on 'lnans and

Para2.3.23 - 'Bridge against receivables fiom Government' of Master
Circular DBR.No. l0/13.03.00/2015-16 on 'l-oans andAdvances - Statutory
and 0ther Restrictions'

Para 2@)(ix) of Master

dated July l, 2015

DOR.CRE.REC.No.06/08. I 2.0A1 t2A22-23 an
'Housing Financc' April 1,2022

52. It is not diffrcult !o see t&at the issued by RBI on bank finance arc legally untenable

and ultra yjres of the powors

amendments made in it *om

to RBI under the Banking Regulation Act 1949 and the

to time. Section 2l of the said Act lays down the Power of
Reserve Bank to contol by banking companies.

53. Sub Section 2l(l) of the said reads as follows:
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(1) Wherc the Reserve Bank is satisfied rhat it is or expedient in tre public inlgrest or
in thc interosts qf dqposion orbankine poliov so to
to advances to be followed by banking companics

itmay dctennino the policy in relarion

particular, and when the policy hrs been so

or by any banking company in

lI
tl
rl

riL

-'1.I

I
'j

'i
i
I

I

54. Sub Section 2l(2) of the said $eotion reads as follows:

(2) Without prejudice to the generality of the powcr in the Rcserve Bank under sub-section
companies, either generally or to any

(l) fic Resenre Bank rnay give directions to
bankfurg compaoy or group of banking companies in ; a8 to-

(a) the purposes for which advancos may or not be made,

O) the margins to be maintained in respoct advanceg

(c) the maximum amount of advances or ial acoommodation whiclq
having regard to the paid-up capihl, reserye"s deposits ofa banking cornpany and
other relevant considcrations, may be made that banking company t0 any one
company, finn, association of pcrsons or

(d) the maximum arrrount up to whiclq to the considorations referred to
in clause (c), guarantces may be given by a company on bebalfofany one

andcompany, finn, association of persons or i

on which advances, or other
may bc given.

55. The powers conferred on the RBI under Section 2l of Banking Regulation Act, 1949 must
pass the lifinus test that it should bc in (l) public i or (2) in the interests ofdepositors or
(3) banking policy. The directions cannot be vague but satis$ specifically at least one of
fie yardsticks. Rostricting banks in financing owned entities does not satisfr public

interesL lu hct, it cnds up impeding econouric growth State Agenciss, handieaps the use

of leverage * a vital instnrmentality in modcrn day d&elopmenr finance - by Govemment

Agencies and thus is clearly asainst.public interest'. directions clearly cannot be construed

to be in the'inlcrcsts ofdcpositors'becauso this has to do with the crcditrrorthinoss of
the banks or the security of the depositr. will only prudentially lend for

compsny concernod as the case may be, shs[ bo
(Emphasis supplied)

(e) the rate ofintorost and other terrns and
financial accommodation may be madc or

all banking eompanios or the banking
to follow &epolicy as so determined.

projects and institurions that can r€pay the bonowed fun& with interest. Thesc relations cannot

be linked with any'banking policy'as no such restrictro*tave been enunciated as part of any
banking policy in the country ro date. l:

l'

l6

viz. the Covernment owned entitiss. Regandless of the cntj$es'credit rating, their usc of proceeds

(whether it is for infrastructure projects) the reskictionl simply impose blanket sanctions of
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Covernmont owned agencies

resticts financing of
neithcr in public intercst, nor

in Iadia-

Vll. Unequaltreatment
Government vis-i.vis

and State Govemrnenls. For i

discussed above.

58. But what makes thgse also

the budget estimatob of the

estimate for capital,outlay of

debt are Rs.3.34 lakh crores

the large PSUs of the

lakh srores for FY 2021 and

Govemmcnt orthe Rescrve

orcofirolledby the Union Go . The impact squarely falls on PSUs eud Statutory Bodies

57. Tho diserent infractions by thc{Union covemment pointed out above that upsets the balance of
finsncial powers eslablished unpcr the constihrtion over the last sevcn decades ofindependence

funds. Thus, the action of RBI in issuing a circular that

owned entities is blatantly ulha vires of their powers as it is
interests ofdepositors nor any part ofany banking policy

agencies and companies of the Union
under State Govemments

in the Counfy have been brouslt out above. But beyond the legal untenableness, infirmity and
lack ofratioualc evident in suchpnempts, the ssries implications, and grave coru]€quences of these

on thc counfiy's c-consmic deftopment should not be ignored, Leverage in modern financial
markets is ra:ogxrisd as a porr{fut tool to ampliff economic growth, Anyattempts to ig[ors the
grcwth potential of debt in a mfdern economy is bound to be catasrophic. Needless io say, this
comes with the obrrious rider ttfat levcragc should bc cxerciscd with prudence. With the robust

legal mechanisms *rat Srates hfve adnpted in ensuring fiscal prudence particularty through the
I

fiscal relstions legislations and fhe lcgislations on contingent lirbfities, that have been variously

outlined above, there is no nee{of any ill-conceived or kneejerk reactiotrs emergency on the pan

of the Union such as the onesioutlined above in thie memorandum. Badly conceived and ill-
thought-out measurps that are rfow being adopted will cripple many vital pmjecs of the Union

such measures will stymie well established modols like
Public Private Parnrcrship mod{s running on Viabiliry Oap Funding (VGF) or models like Hybrid

Annuity Models a popular pa$em of financing relied on by agencies like National Highway

Authority of Indiar(NHAI) wifl become unwo*able if RBI werc to implement its direction

ly stand our is the discrimination evident in these measurcs. In

Covsmment for the current fiscal year 2022-2A23, the budget

PSUs is Rs.8.3 lakh crores, whilc the figures for equity and

Rs. 26,488 crores reqlsctively. The outstanding debt of 26 of
. of India alone stood appnrximately Rs.ll lakh crorcs and Rs.lZ

2022 respectively. The r€sridions ahove by either thc Union

of India will not hit plans of PSUs and Statutory Bodies owned

17
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of the StrtE Govcmmeirr alons. In other words, Oe S@ institutions will bc ssrrorcly impedcd

in contributiag b the ecorrcmic dcvclopment of the S"{i 
"rd 

**rt y particularty whcrc larga-
scalc firnding (as in in&astnrcturc projects) is required. 

i

iCONCLUSION ;

i;
59' Thig Memorandum outlines reccnt dwelopments that scriiipsly thrcatcru to undtrminc the Iiderat

character of ths Constihrtion. Thc Mcrnonndum r""k"!h address *veral pertinsnt legat and

fimncial issttcs thEt are vital 0o hoalth fedcral-statc r"f{,o*Up*. The isues whcre the Union
Govemment hgvenow vemtured into in the absence of poUfrs undcr tbe Coastitrtion aro classified

into specific issues viz: -

a. Oveniding thc framewo* in thc Constitutioo ooa".elticle 280 for sotting up and using the
I

Financs commissiom as means to oversGe federal stat finarciar issucs

tI

b. Con*itutionally untlnEblc sttcmpt to control finarrcia{operations of GovernncntAgcncies

of thc Stans trough incorrcct interpretation of e.rtic{Ze3(3) & 2gl(4)

ic. Extcnding indiroct control on the State's Contingent llabilitics witbut any powcrs assignod

for tle samc undor tho Constitution j
j

;

d" Disrtgarding the robust Fiscal Responsibility l*gish$ns enacted by thc Stares for cnsuring

fiscal traasportocy and pnrdential financial *r,ug",rr{r,

i
e. Coorolling ths mnnaScmcnt of the Public Account ot]h" States through actions uttra vires

Article 293(3') j
.t

i
i

Using Reserve Bank of India to control borrowings ofhtate GovemmentAgencies from

Banks regulatcd by RBI

Unequal treabnent of Central and State controlled inst&utions contravcning Anicle I 4 of the

Constitution i

60. Any ovcreach on the part of the Govemrnent of tndia or through other insrumenmlhies

controlled diroctly or indirectly by if holds portentous

relations. Undu thc provisions of Articles 162, the e

respect to which the State Legislanuc have the power to
t

is broad. Through Entries 43 in List II of the Seventh Sc

to the cdificcof federal-stste financial

power extcnds to all matters with

lawsand ftat this cxecutive power

:, the executive power of thc States

1
Y

I

l8



extends to public debts avaited by

the very specific and narrow

necessarily be untenablc and

Constitution that govems the

61. It is urged that the Unipn
I

the unjustified and advterse trends

financial relations and,take steps

3*-

State. Any conditions imposed by Centre on Statee beyond

permissible for clauses (3) atrd (4) of Articte 293, would

hits at the basic and firndamcotal architecturc of the

financial managemenr of the country.

take serious note urgently of the serious inmads by it and

have recently surfaced in the matter of Union-Stats

remedy these worrisome aberrations.

r9
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0e-*, Mlr*r aja. gtllu*o**di,

The Covid-lg pandemic has severely affected economic activities in

almost all sectors of the State economy of Kerala. Despite adverse impacts

of Covid, now Kerala is back to the path of grorwh and prosperity' The

State has been taking prudent msasures tr: keep the fiscal indicators

stable.Kerala may probably be the first state whieh implemented a

comprehensive restructuring of the GST depanment in tune with the new

OST regime, helping the department firnction with three verticals such as

Tax Payer Service, Audit and Enhrcement. We have been giving rigorous

training to the audit officers, We could achieve around 50 percent growth in

own revenue collection last year compared to ?020-21.

However, Kerala's efforts to improve its finances through the fiscal

consolidation path have been hindered by a series of setbacks which are

beyond the control of the State fiovernment. lt is anticipated that the fiscal

constrains in 2A23-24 will be more than that of previous years. This is

becawe of the shortage of around Rs.8,400 Crorc in Revenue Deficit Orant

sompared to 2fi22-23, the loss of an:und Rs.10000 to Rs.12000 Crore by

way of GS'I" compensation per year because of the cessation of

compensation and the resource loss of around Rs.8,000 Cr due to the

restriction on the bonnwing limit. The reduction in bon'owing limit in the

narne of oftbudget bonowing is also another major setback. to the $tate's

resources.
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In this cont&xtl it may be not*d thar during ths tenur€ ef the IOe

Finance Commission, the tax share of Kerala was 3,875% of the divisible

pool. It came down to almost one-hatf \l 'gz%t during the I 5e Finance

Cornmission period resulting in hugc rovenue loss. As the State recovor$

frorn the economic crisis, and is on the path ol growth' this fiseal crunch

due to the change in the policies of Union Governrnent will adversely alkct

the grow&.

Therefpre, by considering aI| the above abnormal deductions, in order

to help the stare to overcome this drastic development stalling situation' it is

requested that efTective me&sures sould be initiated by the unisn

covemment like an atlloc borrowing increase of l% above the ceiling

equation for the financial year 2A23-?4. we requesi to continue the period

ofGsTcompensation.$ornekindofspecialfinancialassistanceisalso

soughtinthebackgroundofcessationofRevenueDeficitGrantandthe

decliningshareoftaxintheFinanceCommissiondevolution.

Inadditiontcthis,urgentstep$maykindlybetakentoreleasethe

pending funds to the states at the earliest. The details of pending release arc

furnished below.

uer the rScorqrqendqtign gf th* t5th f'C'

out of Rs. 265 Crore under Million Plus cities gr*nt for the year

2a22-23,onlyRs.?13'45Crhasbeenreleased-Rs'5l.55Crhasnotbeen

released so lar. out of Rs. 559 Cr under Health crant for 2021-2?' only

Rs.521.43 Cr has been released so hr. Rs' 3?,5? Cr is remaining to be

released. similarly, out of 559 cr under Health erant for 20??-?3, only Rs'

?25.21 Cr has been released so frr. Rs.333.?9 Cr is pending to be released'
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'ln*us, a totai of .Rs"3?136 Cr und*r Heslth (lrant is pending to b$ releac*d"

There{bre, it is request*d to release the above pending &rants at th* earliest'

?. P+pdirg, reimhur,$sflrtp,t ""gf ctn{ral qhpro ir' Ipdi{s Srn{l}i

Nstionut yi$,olu,fsn*ioo,sqh*;;-fl$Xwq$t-!ndir*' $undhi

&rtiqqal ,pisalility pelqiqn Sm; {lQNQ,f$}'' and Indira

Gandhi l$ationa.l Q.tO l,sr fe,n*i;T'he{nc {ISJYOA3S}' startins

from Januarv 2021.

Thereisapendingofreimbursementofaround{52l.9s68Crto

Kerala Government towards ths ool share frrr Indira candhi National

widow Pension scheme (I6NWPS) (300lmonth for 2,09,236 beneflciaries)'

Indira Gandhi National Disability Pension scheme {lfiNnPS) (300lmonth

for 29,915 beneficiaries), and Indira oandhi National old Age Pension

scheme (I0NOAPS) (200/month for 3,6?,145 beneficiaries), starting frorn

JanuarT 2021 to March 2023. Therefore, it is requested to release the

above pending reimbursement at the earliest'

Reimbq rsemen t of pend ins q rrp{ r$ d qe. t{}- f he i mplementation

qf the ?th UGQ PPv" rcYisip+.

Despire the repeated rsquests from state covemment for the

reconsideration of reimbursement of 50y0 central share for the

implementation of revised pay (?'h CPC) fbr teachers in State Universities

and Colleges to State Covemment, no favourable action has been taken

frorn Govsrnment of India. Calculation Statement and Copies of

communications with Govsrnment of lndia are appended' Therefore, it is

requested to revisit the stand on the issue regarding reimburssment of

pending arre&rs of Rs.750.93 Cr and release the amount at the earliest.
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With w*rm regads

Ths $mte ir eligihlc fbr an sm*unt sf R*.1'9tS f,r ur#sr fart l ntr

thc $ch*me for $pecial Axri*mnce to stntss {br (apiul lrrvpxtment fur th*

y*gr 1023-ts- Necees*ry proporal for av*iling the lcan gsgiginge h** bc*n

sgnt ts Sovernmcnl of lrrdia vide lcuer 
*No' Plg A2/43l3023lFin dsM

04/0?12CI?3',. Henc* it is requested m expedi* the rclEase sf l* lnst*lfnsnt'

Smi.Nirmsla $itharamnn

Hon'hle Union Minicter for Fin*nce

North Bloclq Ner Delhi' ll{m0l

Yaum $inewlY
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India aq per the lette"rs;

aluoletterNo.1821386/EDN.Cll?wlN2l.Findated:03-m-20?2
iiil nO letter No.202ZWAS/1tlAc;fi1gz/rin dated:08-03-2022 to $ri' K

$anjay Murthy to Secretary, Department of Hedn of Hcn'ble Minister

(iii) io lener No,1821386/ Edn- Cl / 209 / 11il -Fin dated:10{8 -70W" ta

Smt" Nirmala Sitharman, Hon',ble Minister of finance and corp*rate

Affairs.
(iv) Letrer.No.cS/ 212/2AV lH.Edn-Part{2) dated:30-10-3022, 14-11-X.

and 08.05,2023 to ]oint $ecretary {Higher Education) Ministry of

Education.


