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INTRODUCTION

I, the Chairman, Committee on Public Accounts, having
been authorised by the Committee to present this Report, on their behalf
present the Forty Third Report on paragraphs relating to Finance
Departments contained in the Report of the Comptroller and Auditor General
of India for the year ended 31* March 2016 (State Finances).

The Report of the Comptroller and Auditor General of India for the
year ended on 31% March 2016 (State Finances) was laid on the Table of the
House on 28" February 2017.

The Committee considered and finalised this Report at the meeting
held on 10™ January, 2024.
The Committee place on records ¢«¥ appreciation of the assistance

rendered to “tzs - by the Accountant General in the examination of the Audit

Report.
‘Thiruvananthapuram, SUNNY JOSEPH
/?’fgem%m CHAIRMAN,

COMMITTEE ON PUBLIC ACCOUNTS.
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REPORT

FINANCE DEPARTMENT

Profile of Kerala |

The State is located at the southern end of the country, sharing
borders with Tamil Nadu and Karnataka. Geographical area wise, -
Kerala is ranked 21 in the country with an area of 38,863 sq.km. The
State has a population of 3.34 crore (12* in the country) and it is
ranked as the third most densely populated State with a density of
860 persons per sq.km. The decadal growth rate of popuiation was
five per cent.(3.18 crore in 2001 to 3.34 crore in 2011), which is the
lowest rate among Indian states. The litera_cy rate of Kerala (94 per |
cgnt) is the highest amoilg the indian states. Grdss State Domestic
Product (GSDP) ih 2015-16 of the State at curr_ent 'pric.e-s was
25.85,467 crore. The per capita income (2015-16) of the State at
cufrent prices stands at 71,64,462. General data relating to the State

is given in Appendix- 11 (Appendix 1.1)

‘Gross State Domestic Product (GSDP)

GSDP is. the market value of all officially recognized final
goods and services produced -within the State in a given pe_ﬁod of
time. The growth of GSDP of the Stétg is an irﬁportant indicator of
the State's economy as it indicates the standard of living of the State's
population. The trends in the annual growth of India's GDP at current

prices are indicated below: -
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Table 1.1: Trends in annual growth of GDP and GSDP (at current prices) | A

Particulars ~ 2011-12* . 2012-13*  2013-14* ;| 2014-15%* 2015-16%*

I, L. e e e
India's GDP (¥ in crore) 87.36,039 99,51,344 i 1,12,72,764:‘ 1,24,88.205 1,35,76,086
Growth rate of GDP . .@ 13.91 _T"13287 1078 . 871
(percentage) _ : : 3 : f
State's GSDP 1 73,64,048 L 412313 462916 " 519,896 ¢ 585467
(% in crore) ‘ ' o | .
Growth rate of GSDP | .@ : 26T 1227 T 123 0 1zel
- (percentage) : ‘ 5 i '

Source : Figures furiished by Economics and Statistics Depariiiient, Goverament of Kerala

*Consequent on the revision of the base year from 2004-05 to 2011-12 with  effect from
the current financial year, the GDP and GSDP figures for the years 2011-12 to 2014-15 have
been revised.

**GDP and GSDP figures for the year 2015-16 are also with reference to the base year 2011-12.

@Growth rate of GDP and GSDP not indicated, since comparison with the year 2010-11
could not be made as the base year has been revised to 2011-12.

Growth rate of GSDP had shown marginal increase during the last three yeérs.
but it was less than the growth rate shown in 2012—'13.
1.1 Introduction

This chapter is based on the audit of Finance Accounts and makes an
assessment of the fiscal position of the Government of Kerala as on 31 March
2016. It provides a broad perspective of the ﬁnanceé of the State during 2015-16
along with analysis of the critical changes in the major fiscal aggregates relative
to the previous year, keeping in view the overall trends during the last five
years. The structure and form of deemment Accounts have been explained in
Appendix III (Appendix 1.2 Part A) and the layout of the Finance Accounts is
shown in Appendix III (Appendix 1.2 Part B). The methodology adopted for the
assessment of the fiscal position of the State is given in Appendix III (Appendix
1.3 Part A). As per the Kerala Fiscal Responsibility Act, 2003 the State
Government has to preseht a Medium Term Fiscal Policy and Strategy

Statement with Medium Term Fiscal Plan, along with the budget document. The
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w Medium Term Fiscal Plan for 2015-16 to
Legislature in March 2015. It is included as
of this report.

2017-18 was presented in the State
Appendix IIT (Appendix 1.3 Part B)

111 Summary of Fiscal Transactions during the current year

- Table 1.2 presents the summary of the State Government's fiscal

transactions during the current year (2015416) vis-a-vis the previous year

| (2014-15). Appendix II (Appendix 1.4 (Part A and Part B)) provides details of

receipts and disbursements as well as the overall fiscal position during the

current year.

Table 1.2: Summary of fiscal operations

" Receipts © 201415 | ' 2015-16 | ' Disbursements

Section-A : Revenue

in 2015-16
(% in crore)
2014-15 | 2015-16
"Non-Plan  Plan = Total |

Revenue Receipts  57950.47 | 69032.66

Revenune

71746.43 | 66610.98 | 12078.49 78689.47

‘ . Expenditure | ; _
- Tax Revenue 3523250 §"3§§§§1§?Géhé“ra_13ervices TT31432.75 | 35967.70| 116,98 | 36084.68
Non-Tax Revenue ~ 7283.69 . 8425.49|Social Services | 2371811 : 20011.73 | 7591.56 : 27603.29
Share of Union  7926.29 . 12690.67| Economic Services | 10197.57 | 6728.47 = 4369.95  11098.42
Taxes/Duties 7 ‘ : ] ! :
Grants from  7507.99 | 8921.35|Grants-in-aidand | 6398.00 @ 390308 T 350308
Government of India Contribution o ’

- I - ) Sééﬁon—B:CapitaT and Others : _7
Miscellaneous . 2817 28.08 Capital Outlay 425459 | 98156 = 651848 | 7500.04
Capital Receipts : E : !

Recoveries of Loans | 123.74)  152.63|Loans andAdvamces| 743.09 | 434.64 | 407.61 842.25
and Advances |  Disbursed | A i
Public Debt 18509.17 1965§74§Rep£yment of 584277 'E 606073
Receipts : ‘  Public Debt ? ;
Contingency Fund = 67.39 0.00E'Cd:iu':n' gency Fund 47 L
Public Account T 141521.71] 168623.44| Public Account | 136242.59 1 162824.67
. receipts - . Disbursements : _
Opening Cash 2279’.’8"2'{' 1651.00; Closing Cash 1651.00 T T 322039
Balance : | Balance
Total = 220480.47 259146.3’5g+i‘ota1 1220480.47 7 259146.55
“~—~-Spuice * Finance Acéounts for 2014-15and 2015-16 77~ ST

Following are the significant changes noticed during 2015-16 compared to the

previous year.
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s

« Revenue receipt of the State increased by %11082.19 crore (increas. of
19.12 per cent over the previous year), mainly.due to the increase in
State's share of union taxes and duties (34,764.38 crore) and State's own

tax revenue (33,762.65 crore).

* Revenue expenditure of the State reéorded an increase of ¥6,943.04 crore
(increase of 9.68 per cent over the previous year), mainly due to the
ihcrease in expenditﬁre on General Services by 4,651.93 crore and
Social Services by =\’3885.i8.‘<:1'01'e. This increase was partly offset by the

~ decrease in expenditure on Grant-in-aid and Coﬁtributions to Pancha'yati

Raj Institutions by 32,494.92 crore.

+ Substantial increase of 76.28 per cent was noticed in capital expenditure |
“of the State, which increased from 4,254.59 crore in 2014-15. to
27,500.04 crore in 2015-16. |

. Cash balance position of the State also improved from ¥1,651 crore at the -

end of 2014-15 to ¥3,229.39 crore at the end of 2015-16.
; 1.1.2 Accuracy of estimation in Budget documents

The estimated statement of. receipts and expenditure for a financial year

mentioned in the Constitution as the 'Annual Financi.al Statement', commonly
known as 'Budget, is prepared according to Article 202 of the Constitution of
India and placed before the State Legislature by the Government. The budget is
Government's most important economic policy "tool, that transla.tes
Government's policies, commitments, goals into decisions on plans to raise the
~estimated revenue and how to use these funds to meet the State's compe‘tihg
needs. A budget Systcm that functions well is crucial in developing sustainable
fiscal policies and economic growth.
Comparison of State's budget estimates vis-a-vis actuals for the year 2015-16 is

detailed in Table 1.3.

fhomelfcpdg.ch;cumentisohini.\LS;’2023fPAC!Report5fDraft Repant{ Finance Department):1.08.23.0d0705.12.2023,23.01.2024



Table 1.3: Budget estimates and actuals for 2015-16

(T in crore)
' Particolars 'éﬁhﬁééiiiiﬁiﬁateg' Revised | Actual |

| Estimate | |

?'Re{}éiiﬁéke'déﬁis_ T "_“""'"__’ﬁfiﬁfib' o 71019172% 69032. 66%
‘Revemue Expenditure | 85250.12 81834.21 ﬁé@f&fr]{
'Revenue Deficit T T 83192 10811.219'?'"""'_'.'9"656'18'1_é
| Capital Expenditure - 9220.16 6206.72"'1"5“ 750004
‘Loans and Advances (Net) 673.19 724.44'5“""““'68'9'.'62;
_Public Debt (Net) 1650049 14874, 49; 13598.01
Public Account (Net) 1207.06, “1740.95'2"" 579877

" Source : Budget in brief fbr 2016-17 and Finance Accounts for 200516 "7

The revised estimation needs to be more accurate than the original budget

given in Chart Ll

estimation as it was done after analysing the receipts and expenditure of the first
six months of the financial year. Though, there was variation in respect of actual
revenue receipts and reirenue expenditure (of about ¥2,000 crore and 33,000
crore respectively) against revised estimate, this variation was less than five per
cent. However, variations in capital expenditure and net accretions in the Public
Account with respect to the revised estimate were more than 20 pér cent and 112
per cent respectively. The comparisbn of last three years budget estimate,

revised estimate, actuals in respect of revenue receipt and revenue expenditure is

Chart 1.1 : Comparison of budget estimates and actuals

Revenue Receipts (% in crore)

Revenue Expenditure (T in crore)

OG0y 9G000
BGIND SO000
THIK .00
000 - 0080 -
30060 - 50000
A0 40000 -1
30000 - 3060 -+
HELE U 16006 - ¢
FV e i 1 o - i
ETENT IR/ TERE _ 5
s Budget Egimame | 58054 64847 # Budyet Estipate 525 !
¥ Revised Eximate! 54067 3388 % Revised Bstimate | £1175 hx k) 21834 i
= Rev. Receipl 49177 37950 #Rev. Expenditore | 60486 11748 TRHN f
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113 Status of new schemes announced in the budget speech —
While presenting the budget, 82 new schemes were 'énnounced ‘fo'r
implementation during the yeax 2015-16. However, budget allocations were
made in 41 schemes and ¥1190.71 crbre were incurred on the implementation of
23 schemes. Thus, majority of the schemes (59 schémes) announced in the
budget speech remained in paper only at the end of thé year.
1.2° Resources of the State -
© 1.2.1 Resources of the State as per the Annual Fmance Accounts
Revenue and capital are the two streams of recelpts that constltute the
resources of the State Government. Revenue receipts consist of tax revenues,
" non-tax revenues, .State's share of union taxe-‘s and dutiés and grants—in-a.id from
the GoVemmeﬁt of India (Gol). Capital receipts compﬁée of miscellaheous
capital receipts such as procéeds from disinvestments, recoveries of loans and
advances, debt receipts from internal sourcés (market 10ans, Iborrow'mgs from
other fman01al 1nst1tut10ns/commer01al banks) and loans and advances from GoL.
The funds available in the Pubhc Accounts after disbursement are also utilised
by the Government {0 fmance its' deficit. Charts 12 1.3 and 1.4 depict the

composition of resources . of the State during the current year.

7 L'F;ari!ﬁ : Conmposition lf Recel - pts (¥ crore)

e

# Revenue Receipis
N Capital Receipts

# Puhlic Accoant
) Receipts (net)

Note: Under Capital Receipts, transactions _under "Ways and Means advances’ was excluded and

under Public Accounts only net receipts was considered.
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Chart 1.3 :Compasition of Reveous Chart 1.4 :Composition of Capltal 2
Receipts (Tir crore} Receipts (Tin crore} :

s Tax Revensue  Nom-Tax Revemne
it Share of Union Taxw @ Gramis-in-nid from Geot

£Debt Recéipts  #Nomdebi Receipts

Capital Receipts of the State includes Del?t Receipts and Non-debt receipts.
Debt receipts consists of loans raised by the State from various sources (open
market sourées and financial institutions) and loans received from Government
of India. Non-Debt receipts are receipts from Capital receipts (disinvestment of
shares) and recovery . of Loans. and Advances disbursed by the State
Government. 7

Total receipts' of the State Government increased from ¥52,543 crore in 2013-12
to ¥92,686 crore in 2015-16, showihg an increase of 76.4 per cent during the
last five years. Trend in total receipts and its components during the last five

years is given in Chart 1.5.
Chart 1.5: Trends in total receipts daring the last five years (Jin crore)

] ) e e e e

B 92086

24000

. k2 TN
o L6 & = o —
: - : = =

34 n
-§000 - 21312 01213 01334 K445 21516
=t Reveme eoeipls : - = ~—~Capital recdpts inchuding debt
== Public Accoum (Net) e Contingency Fund
== "Tytal Receipls )

1 Consists of Revenue receipts, Capital receipts (including Debt receipts but excluding Ways and Means advances) and
Public Account receipts.
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-1.2.2 Receipt and utilisation of Gol flagship programmes | =
State level implementing agencies are implementing flagship programmes |
of Government of India and sizeabie amounts are passed on to them through
State budget. Details of Central funds received and passed on to the
implementing agencies along with the State shares during 2015-16 are given in
Appendix III (Appendix 1.6). An amount of ¥3,450.16 crore (Gol share:
32,606.61 crore ar_ld State share: ¥843.55 crore) was. released to the
implementing agenciee for 12 flagship programmes of Gol and at the end of-'
March -2016 an amount of T¥677.86 crore remained unutilised with these
agencies. The major portion of the unutilised balanee belongs to Indifa Awas
Yojana (3234.80 .crere),' Mahatma Gandhi National Rural - Employment
Guarantee Scheme (3131.58 crore) and Sarva Shiksha Abhiyan (3112.92 crore).

[Aud.it paragraphs 1.1 to 1.2.2 contained in the Report of the Comptroller
and Auditor General of India for the year ended 31* March 2016 (State
Finances)] _

[Notes furnished by Govemment on the above audit paragraphs are
included as Appendix-II]

Excerpts from the Committee's discussion with departmental officials.
(1) Regarding the audit para, the Committee enquired about the status of

the unutilised amount of ¥ 677.86 crore available with the implementing
agencies. To which the Secretary, Fiﬁan(':e (Resources) Department replied that
those were the a.mounts related with carry forwarded progects for a period of
time and had quantlﬁed it to the departments and by the time, most of the
Departments had fully utll;zec_l the amount. The witness, Additional Secretary,
Finance (Secret) Department, replied that mostly CSS funds comes under the
receipt head of the State Government during the months of February and March. |
Therefore, the amount could not be completely utilised by March 3¥, but it
~ would be utilized in the following financial year.

(2) The Committee further opined that it could be justified if the

/hame! fepdg/Documents/Rohink. V.5/2023/PAC/Reports/Draft Repori{ Finance Department}1.08.23.0d1/05.12.2023,23.01.2024
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. remaining funds were utilised in the following financial year. The committee

enquiréd whether there was delay in the execution of CSS in the State due to its

- unfavourable guidelines and whether the national level yardsticks were suitable

to the State. To which the Secretary, Finance Department_informed. that in some
'schemes, including the Mahatma Gandhi National Rural Employment Guarantee
Scheme, norms are being modified yearly. In su_cﬁ cases, the Government seeks
exemptions from the concerned Central Administrative Department. ‘But in
some cases it was hard to liberalise the project conditions.

(3) The Committee enquired whether the figures in Finance Department
were reconciled with those of Accountant General, The Secretary, Fi-nanc.é
Departiment replied that it was reported that adjuStInents had been made in the
succeeding financial years. Since the State share was re_iéased after receiving
Central Fund during the months of January and February, it could be utilised
only in the following years. | _ |

(4) The Committee observed that the State share of all Centrally
Sponsdred Schemes was released in the last quarté:r of the financial year.
Therefore, only a small portion of the fund could be rutih'sed n the same
financial year. The Committee further noticed that many conditions attached to
the Centrally Sponsored Schemes were found unsuitable to the State. Thcrcfbre,
the Committee recommended to release the state share of Centrally Sponsored
Schemes in the beginning of the financial year itself and also to review the
suitability of the guidélines of Centrally Sponsored Schemes to the requirements
of the State. _

(5) The witness, Additional Secretary, Finance (secret) Department
explained that due to the financial crisis in 2015-16 there was a delay in
releasing State shares. He further stated that the concerned administrative
departments had been empdwefed, vide a Government Order issued in 2017, to

release funds for Centrally Sponsored Schemes without the sanction from the

/home/fcpAg/Documents/Rohini. V.5/2023/PAC/Reponts/Draft Report( Finance Deparrment) 11 08.23.0d1/05.12.2023,23.01.2024
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Finance Department. As one time assistance, almost ¥ 1000 crore was reL'f"*“,ed
for 'Jalajeevan' Mission. He further added that the Central Government w\’ould
migrate to a new centralised Fund Management System (CEMS) thereby the
departments could monitor the transactions aﬁd steps had also been taken for
" linking all departments to the new sYstem. |

(6) When asked about the low fund utilisation of ' é.lajeevan‘ missi_on, -the
witness, Additional Secretary, Finance (Secret) Department, replied that
payments would be_ made as soon as the department submit the bill. An amount
of around ¥ 1000 crore was released and deposited in the bank Account of
KWA (Kerala Water Authority). He further explained thaf priority had.been
given to CSS fund release irrespective of fiscal constraints. 7

(7) The Committee feels that Kerala does not receive adequate funds due
to the 'mcorhpatible norms attached to the Centrally Sponsored Schemés and this
" issue can be noticed in the case of SSA. The Committee came to understand that
Kerala has not been receiving sufficient funds from the Central Government as
the State had already achieved progress in the .ﬁel;i -of education. The
Committee further enquired whether there was ahy crisis regarding that issué
and whether Government had taken any measures to work out such constraints.
The Secretary, Finance (Resources) Department replied that funds were being
allocaied according to certain parameters and the State had been exempted from
several such parameters in respect of SSA funds. |

{8 The Commi,ttee_ pointed out that the differénce between the budget
estimate and the actuals is due to improper plénning. The disparity between
budget announcement and its impleméntation cannot be solved altogether. To
rectify this problem, Fiscal Responsibil_ify Act was enacted in 2003, but it could
not be implemented fully. In this connection, the Committee wished to know if
there is any solution to bridge the gap between budgef estimates and actuals.

The Secretary, Finance (Resources) Départment replied that there were

ome/fepdg/Documents/Rohini. V.5/2023/PAC/Repors/Draft Report( Finance Department}11.08.23.0d0/05.12.2023,23.01.2024
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numerous economic factors beybnd our control which affect State revenue, viz
issues faced by Constructien sector, the RBI's interest rate movements, Central

Govermment's 4nter-state 'policies etc. However, he added that payment had to

‘be made in full for committed expenditure.

(9) An officer from Accountant -General pointed out that there arc

discrepancies between the ﬁgurea of the AG and the Department as the

department does not apply due diligence to reconciliation even though para 74

of the Kerala Budget Manual specified the same. The witness, Additional
Secretary, Finance (Secret) Department submitted that ir_ls'truetions were being
glven to all Departments for reconc111at10n every year.

(10)  The Dtrector Treasury Department mformed the Comrmttee that.

-the backlog in reconc111at10n and lack of timely intervention is a blg problem.

The Finance Department directs all departments for proper I'CCOIlCﬂlatIOIl and
submission of reports to the Accountant General. He further added that the
[FMS online platform- had the facility to check budget allocation and actual
expense at DDO level and controﬂing officer level. NIC had Been tasked with-
developing a software which could examine reconciliation and generate
reconciliation certificates online. Earlier Department accounts | had to be

reconciled with Treasury accounts for certification. With the advent of the new

software, . the Department could submit reconciliati_on certificate to the

Accountant General without going to treasury and, with that, backlog in the
reconciliation would be fully cleared. |

(1) The Comrmttee wanted clanﬁcatlon regardmg the ‘working hours of
Treasury. The Director, Treasury Department explained that the money for
treasury transactions was " taken from agency banks. Since local cash chests of
SBI has been closed recently, money for treasury transactions is received in the
afternoon even if requests are made in the moming and treasury ‘cas'h

transactions can be done till 3.30 pm. He further added that all cash transactiens _

/home/fcpdg/Documents/Rohini. V.5/2023/PAC/Reports/Draft Repoet{ Finance Department}11.08.23.0dt/05.12.2023,23.01.2024
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in the state treasuries were closed simultancously as payments were r_ng:c’le
through TFMS Software. No cash transactions could be made after the cloaing
time, but the employees could clear their pending works after office hours. -

(12) The Committee enquired whether any steps had been taken to
prevent recurrence of money Jaundering in Treasuries. The Director, Treasury
- Department replied that all security arrangements had been put in place to
prevent such incidents. Steps had also been taken to ensure ISO standards in the
online financial transactions of Treasuries.

(13) The Committee further wanted to know whether proper assessment
was made in respect of the huge unclaimed amount in the Fixed Deposit
Accounts in treasuries. The Director, Treasury Department mformed that all
treasury procedures as provided in the Kerala Treasury Code had been followed
in that case. As per the condition in KTC, if an account remains inoperative for
3 years, it could be closed _and fund could be transferred to the Government. In
the case of unclaimed fixed deposits, amount can be given to legal heirs if they
submit a certificate either from the revenue authority or the Civil Court.

(14) One or two isolated accounts may be seen unelaimed in Treasury
and timely action is being taken on such accouhts. Hence, it cannot be blindly
construed that there are huge unclaimed amount in freasury and that the matter
has already been monitored by the centralised software of Finance Department.
He aiso informed tﬁat unclaimed funds would be transferred te government
accounts after a period of five years However, a legal heir can claim the
amount within the period. Special permission from the government is reqmred
for the release of the fund after the specified period.

(15) The Committee directed to submit details regarding the sum total of
unclaimed funds kepi in Treasury, the amount transferred to gevemment

accounts and the amount remaining to be transferred. The Director of Treasuries

agreed to do so.

/home/fcpdg/Documents/Rohin. V.5/2023/PAC/Reports/Draft Repori( Finance Depal‘tmem)l1,0823.odb’05.12.2023‘23.02.2024
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(16) When asked about the possibility of misutilisation of the unclaimed
amount, the Director, Treasury Department answered in the affirmative. He
further explained that at the initial stage treasury computerisation was only for
cash transactions- but now the whole treasury proceedings are being done
through the newly.developed software called I.FMS The Committee also came
to learn that all the processes of F1nance Department have now been
- computerised.

Conclusions/Recommendations

'(17) The Committee notices that the state share of all Centrally

sponsored schemes was released in the last quarter of the financial year
and hence, only a small portion of the fund could be utilised for the
same financial year. The Committee also observes that many conditions
attached to tﬂe Centrally Sponsored Schemes were found unsuitable for
the State. Therefore, the Committee recommeﬁds that the state share of
all Centrally Sponsored Schemes should be reledsed at the beginning of
the finanbial year itself. The Commitl;ee also suggests to examine the
suitability of the guidelines of Centrally Sponsored Schemes to the
requirements of the State. | o

(18) The Committee expresseé its concern over the huge amounts of
unclaimed fixed deposits in treasuries and the lack of p_toper assessment of
the same. The Committee directs the départment to submit the details
regarding the total amount of the unclaimed funds kept in treasuries and the
unclaimed amount tranSfelred and remaining to be transferred to Government
Account. |
1.3 Revenue Receipts

Statement No. 14 of the Finance Accounts details the revenue receipts of -
the Government. The revenue receipts consist of the State's 6wn tax and non-tax

revenues, share of central tax transfers and grants-in-aid from Gol. During the
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last five years (2011-2016) revenue receipts of the State increased from T37910
crore in 2011-12 to 369,033 crore in 2015-16, 'recording a growth of 82 per cent.
Over these ‘years State's own receipts (tax and non-tax) was the major
component of the revenue receipts, but there was steady decline in its share in
revenue receipts during the last four years from 78 per ceﬁt in 2012-13 to 69 per
cent in 2015-16. This was mainly due to incrgase, in the share of other
components like central tax receipts and grants~_in-aid from Gol and also due.to
reduced growth rate of State's own tax revenue, comparéd to the growth rate of
revenue receipts. Share of own tax feceipt in revenue receipt also showed
decreasing trend during the last five years, decreasing from 68 per cent in 2011-
12 to 57 per cent in 2015-16 (Table 1.5). The trend of revenue receipts over the
period 2011-2016 is presented in Appendix TIT (Appendix 1.5) and also depicted in
Chart 1.6. - | -
As per Medium Term Fiscal Plan (MTFP) (Appendix 1.3 Part B),
projected revenue receipts of the State during 2015-16 was 77,427 crore but
the actual realisation was ¥69,033 crore. Variations in components of revenue

receipts are shown in the table below

Table 1.4 : Comparison of MTFP projections with amount realised

(X in crore)
Components | Own Tax Revenue | Non-tax  Resources
| . Revenue = from Gol
| MTFP projection | 45428 CTTTR931 123068
‘Amount realised 138995 8426 21612

‘Table 1.4 shows that major shortfall occurred in the realisation of State's own taxes.

" oes Chart 1.6; Trends in revenue receipts (Tin rore)
} £5833
241
12681
wen | s 84 e il
8921
370 .
o 011 . . .
- 213-i2 W12-(3 2813-H4 201418 281516
e Revenue receipts =8P=Stalds owi fevenue =M= Cewral tax iransfars — memwn-asdi
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Compounded annual growth rate of the State for the two périods, i.e. 2006-07

to 2014-15 and 2014-15 to 2015-16 in respect of revenue receipts was compared

with General Category States and it was observed that in both periods State's

average was better than that of General Category States. (Details are given in

Appendix II (Appendix 1.1)

The trends in revenue receipts relative to GSDP are presented in Table 1.5.

Table 1.5: Trends in revenue receipts relative to GSDP during 2011-2016

Paticalars | 201-12 | 2012-13 | 201314 201415 201516
Revenue Receipts (RR) (Zincrore) | 38,010 | 44,137 49177 3 57,050 69,033
Rate of growth f RR (per cent) | 22.65 | 1612 | 1L42 | 1784 = 1913
State’s own tax reventie (T in crore) | 25,719 | 30,077 3,995 35232 38,995 |
‘Rate of growth of own tax revenue €40 | 1694 | 638 1012 1068
- (per cent) : ! i ‘-

. :_Percentag(; of own tax revenue in RR 68 68 T”65_ 61 ' 57
RR/GSDP (ercenty * 1044 | 1070 | 1062 | 115 IL79
;'Revenue buoyancywrt-(_B-S_D?"‘_ 7: - 0.60 | 122 0~93—— 1.45 _ 152
State's Own Tax Buoyancy wrt GSDP* = 0.48 128 052 o082 085

Soirce  Finrice Accounts and information furnished by the Economics and Statistics Department,

Government of Kerala

*Change in ratio with respect to the previous Report was due to adoption of revised GSDP figures

The above table shows that the State had better growth in revenue receipts
(19.13 per cent) and in State's own taxes-(10.68 per cent) when compared |

~with the previous year. Also, an increasing trend in growth rate of

revenue receipts and tax revenue was noticed during the last three years.

Revenue receipts to GSDP ratio showed an increasing trend during the
last three years, indicating consistent growth of revenue receipt’ with
respect to GSDP

Buoyancy of revenue receipts with respect to GSDP indicates the growth
of revenue receipts with respect to growth of GSDP. During the last two
years buoyancy was more than one, indicatirig better growth rate of
State's revenue receipts compared to the growth rate of GSDP. However,
buoyancy ratio of State's own tax with respect to GSDP was less than one

during the last three years, which indicated reduced growth of State's {_)wh
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tax compared to the growth of GSDP. However, an improving tren“vas
noticed during the last twb years.'
1.3.1 Own resou:;cés of the State
As the State's share in central _ta.xes; and grants-in-aid is determined on the
basis of recommendations of the Finance Commission, the State's performance
in mobilisation of resources was assessed in terms of its own resoufces
comprising own tax and non-tax sources. | _
Taxes collec;ted and grants-in-aid received from Gol during the lést five years

are given in Table 1.6:

Table 1.6: Resources of the State during last five years

(X in crore)

Paruculars - T20112 | 201213 T 2013-14 | 201415 7 2015-16
Tax Revenue C 2519 730077 | 31995, 35232 | 38995
Non-tax Revenue | 2592 4198 5575 | 7284 426
“Share of Union taxes Duties | 5990 | 6841 7469 7926° 7 12691
Grants-in-aid from | 3709 3021 | 4138 | 7508 8921
Government of India ; o 7 |
Total Revemve Receipts | 38010 | ~ 44137 | 49177 | 57950 | 69033

" “Source : Finance Accounts of respective years

The State's non-tax revenue r_eceipts and grants-in-aid from Gol héve increased
substantially during the last five years. Increase in non-tax revenue was due to
increase in receipts under State Lotteries during the last five years. Thoﬁ.gh,_ the
tax revenué-was the main source of revenue of the Stafe, its increase was only
52 per cent as against an inérea_se of 82 per cent in revenue receipts during the
last five years. ' |
1.3.1.1 Tax Revenue
The State's own tax revenue increased from ¥35,232 crore in 2014-15 to
338,995 crore in 2015-16. Marginal i increase in its growth rate (10.7 per cent)
| was noticed during 2015-16, compared to the growth rate (10.1 per cent) shown

in 2014-15. Various compbnents of State’s own tax revenue are given in Table L7.
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Table 1.7: Components of own tax revenue
(T in crore)

Revenue Head | 201112 | 2012-13 | 2013-14 | 201415 | 201516
Taxes on Sales, Trade etc. 18939 T 3sn 24885 | 27908 | 30737
Stamps and Registration fees 7_29?7*1 Cioas | 2593 | 2659 | 2878
‘State Excise 1883 o 2314 942 | 1777 | 1964
Taxeson Vehicles 1587 1935 | 2161 | 2365 ' 2814
Land Revenue | 6l 122 89 139 1 s
Taxes on Agricultural income 743 T 9 2
Other Taxes 219 248 303 _* 575 418
T TTew T TT25m9 30077 | 31995 35232 TR

Souirce © Finance ACCounts of fespective years
Compared to 2014-15, all the major tax revenue sources of the State
increased during 2015-16. As in the previous year, Taxes on Sales, Trade
etc.’” was the single largest source of the State's own fax revenue and it
increased by ¥2,829 crore during 2015-16. This increase was mainly under
'Value Added Tax (VAT) Receipts' (31526 crore) and 'Receipts under the State
Sales Tax Act' (1467 crore). |
Tax revenue under 'Taxes on Vehicles’ also recorded an increase of
3449 crore during 2015-16 and this was under 'Recéipts under the State Motor
Vehicles Taxation Act' (3246 crore), 'Other Receipts' (175 crore) and 'Receipts
under Indian Motor Vehicles Act (328 crore) ‘
1.3.1.2 Non-tax Revenue |
Receipts under 'State Lotteries' has been the major source (74per cenf) of
non-tax revenue of the State for the last five years and an increase of 389 per

cent was noticed during 2011-2016. Major sources of non-tax revenue of the

State are given in Table 1.8

Table 1.8: Components of non-tax revenue

(% in crore)

Revenue Head  2011-127 201213 | 2013-14 | 2014-15 © 201516 "
Interest receipts Be | 2 w9 | iz 105
Dividends and profits 67 . 48 ioi T 72 o0
State Lotteries | 1283 | 2674 | 379 5445 T 627
Forestry and Wildlife 221 | 237 | 330 300 1 28
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Other non-tax receipts | 885 | 1067 | 1199 | 1363 1677 |

~ Total | 2592 | 4198”1’?"' 5575 7284 | 8426
Source : Finance ACCOATS Of Tespective years =

’E-,-

Though the receipts under State Lotteries was 36,271 crore, an eqtially
high expenditure of ¥5,123 crore on distribution of prizes, agent commission,

etc. reduced the net yield to 1,148 crore during the year.

[Audit paragraphs 1.3.1 to 1.3.1.2 contained in the réport ofr the
Comptroller and Auditor General of India for the year ended 31# March
2016 (State Finances)]

[Notes furnished by 'Goiremment on the above audit patagraphs_ are
included as Appendix II] | | |
Excerpts from Committee’s discussion with departmental officials.

(19) The Committee understood that the Govefnment wants to include
the tax from state lotteries also in the net income, which adds upto 3 1461 16
crore, but as per the report of C&AG net income is shown as ¥ 1148 crore only
Hence, the Committee 'required an explanation for this dispanty. The Senior
Deputy Accountant General pointed out that the reason for that disparity may be
due to the failure on the part of Finance department in furnishing details during
éuditing. |

(20) The Comlmttee further pointed out that the explanation from the

department to mclude tax collected through lottery operation as 1ncome from

lottery could be considered as a pertment point in a practical sense.

Conclusion/ Recommendation

(21) No Comments
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1.3.2 Grants-in—-.aid from Government of India
Grants-in-aid from the Gol increased by 1,413 crore (19 per cent) from 7,508
crore in 2014-15 to-?_8,921 crore in 2015-16 as detailed in Table 1.9.

Table 1.9: Status of Gfants-iﬁ-aid received from Government of India
(Tin crore)

| Particulars "2011-12 | 2012-13 | 2013-14 | 2014-15 | 2015-16
5'1%11_-1515%1}5&;“ B 1433 657 1679 1984 | 5178 5
Grants for State plan schemes 904 163 1154 49_2'9L 3406 |
Grants for central plan schemes | 74 60 &7 158 o
‘Grants for Centraily 's'ﬁdﬁé&é&f"""’l’iéé’ T 141 ?””1’2“18 437 . 167 E
schemes . | ! i :

T Towmd T 3709 T 3021 | 4138 T 7508 8921

" Source ! Finance Accounts of respective years =~

Though the Grants-in-aid from Gol for Non-plan grants” increased from
<1, 984 crore to 35,178 crore, 'Grants for State plan schemes' reduced by <1,523
crore in 2015-16. This was mainly due to the reduced Gol assistance under

Education, Health and Water supply programmes, compared to t‘hc—_: previous

year. Substantial increase (¥3,194 crore) under 'Non—plan grants’ was on

account of release of T4,640 crore as 'Post Devolution Revenue Deficit Grant
based on the recommendations of Fourteenth Finance Commission to the State

Government. However, there was considerable reduction in release of grant-in-

‘aid from Gol (as Non-plan grants') under 'Grants under proviso to Article

275(1) of the Constitution’ based on the recommendations of Fourteenth
Finance Commission. 'Grants for Centrally sponsored plan schemes’ also
decreased by (270 crore due to non-release of Gol grants for éentrélly
sponso-redr plan scheme of Handloom Indﬁst_ries, Technical Educaticin, Police,
Social Security for unorganized, etc.
1.3.3 Grants-in-aid based on Finance Commission Award

State's share in central taxes and grants-in-aid is determined on the basis
of recommendations of the Finance Commissions. As per the recommendations

of Thirteenth Finance Commission (ThFC) inter se shares of the State, on
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proceeds of Union Taxes was 2.34 per cent (2010—2015 period) and ituvas
increased to 2.5 per cent in Fourteenth Finance Commission (I}%C)
recommendations. The first year of FFC award period was 2015-16 and
variations in receipt of grant compared with the last year of Thirteenth Finance
| Commission award period i_s detailed in this section. Details of grants received,

based on the recommendations of two Finance commissions are given in Table 1.10.

Table 1.10 : Comparison of ThFC and FRC award amounts

(% in crore)
~ Grantreceived as | - Grant receivedas |
Jtem of grant - per 'I'hFC award | per FP:C award Increase/
£ ~amount in 2014-15 - amount in 2015-16 ~  Decrease
- Share of Union taxes and duties * 7926.29 12690.67 'T_“—éﬁ"@?sw
Basic Grant for LSGIs 447.39 _ 39271 U lsies
Performance Grant for LSGIs 319.32 © 000 31932
State specific needs 451.89 | 0.00 - -45189
State Disaster Response Fand 12750 138.75 T oThas
Grants for other programmes - 347.67 000 34167
Post devolution Revenue deficit 0.00 4640.00 7 4640.00
grant |
- ‘Total  9620.06 1786213 824207

There was a substantial increase of T8,242.07 crore in the overall Grant
received during 2015-16, compared to the last year of ThFC (2014-15). This
increase was mainly under share of union taxes and duties (34,764.38 Erore)
and post devoiution revenue deficit grant (34,640 crore).

1.3.4 EFfficiency in Tax collection -

The average expenditure on tax collection in fespect of -four major
revenue sources of the State compared with all India average, di,lring the last
five years, is given in Appendix Il (Appendix 1.7). It shows that, during the
period from 2012-13 to 20'14515, in respect df two revenue sources, viz. Tax on
Sales, Trade, etc., and Taxes on vehicles the State had better avefage on the tax
collecﬁon expenditure, compared to all India average. However, in respect of

other two major revenue sources, viz.. Stamps (Non—judiéial) and Registration
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fees and State Excise, average tax coIlecﬁo_n expendi.ture of the State was 'mllxch
higher than the all India average in all the years from 2011-12 to 2014-15.
Further, the gep between average expenditure of the State and all India average
in respect of State Excise is widening.
1.4 Capital Receipts

Capital receipts comprise of Miscellaneous Capital Receipts,' Recovery of -
Loans and Advances released to government institutions and_ Public Debt

Receipts. Trends in receipts under capital sector are detailed in Table L.11.

Table 1.11: Trends in growth and composition of capital receipts .

| (T in crore) ,

Sources of Receipts _ '2011-12 [2012-13 | 201314 2014-15 = 2015-16
Capital Receipts (CR) | T

Miscellaneous Capital Receipts | 16 15 BEU R 28 28
‘Recovery of Loans and Advances 55 74 - 104 | 124 153
‘Public Debt Receipts? 9799 | 13261 | 14342 15858 17673
‘Internal Debt Receipts - l 9392 12709 | 13950 ' 15106 = 17142
'Loans and Advances from Gol 407 | 552 R T s
‘Total CR 9870 13350 14465 | 16010 . 17854

Rate of growth of debt capital "'rééeipfsl?" 36.3 353 | 82 106 T4
“(per cent) g ! ! , o

Rate of growth of CR (per cent) 360 353 84 107 'j iLs
Rate of Growth of GSDP(per cent) (*) |~ 38.0 B3 123 | 123 26
" Buoyancy of Debt receipts w.r.t GSDP ‘ 1.0 27 07 T T Tos

Source : Finance Accounts of respeciive years

(*)change in ﬁgures with respect to previous Report is due to adoption of revised GSDP figures

During the last three years capital receipts of the State Government

increased steadily due .to increaSe in Internal Debt receipts of the State

Govemment_and it was around 95 per eent of the capital receipts in all the last
five years. However, during the last three years growth rate of debt receipts as
well as capital receipts was less than the growth rate of GSDP which is a good

indicator.

2. Transactions under 'Ways and Means Advances’ are excluded as they are not actual capital receipts.
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1. 4 1 Proceeds from disinvestment ' | -
As of March 2016, the State Government had invested 36,733.85 crore in
Statutory Corporatlons, Government Companies, Joint-Stock_companies and Co-
operatives and received I28.08 crore from retirement of capital/disinvestment of
- shares of co-operative societies/banks and accounted for under Miscellaneous
Capital Receipts.
1.4.2 Recoveries of loans and advances |
- During the year, the State Government had released an amount of T842.25 crore
as loans and advances to various institutions and an amount of ¥13,009.89 crore
was outstanding under this head at the end of March 2016. Against this balance,
principal amount recovered was T152.63 crore, which was only one per cent of
~ the outstanding balance under loans and advances. |

[Audit Paragraphs 1.3.2 to 1.4.2 contained in the report of the
Comptroller and Auditor General of India for the year ended 31* March
2016 (State Finances)]

[Notes furnished by Government on the above audit paragraphs are
included as Appendix II]

Excerpts from Committee's discussion with departmental officials.
(22)The Committee wanted to know what action was taken against the

defaulters in repayment of loans and advances even after repeated instructions
and reminders. The Secretary, Finance (Resources) informed that although
government provides loans to many institutions, loan repayment was very little,
since most of the institutions are not profit making and therefore follow up
actions had been taken to make the system efficient. To a query of the
Committee whether there is any mechanism for regular monitoring of
repayment, the Director, Treasury Department replied that Government
sanctions loans to those institutions for accounting purposes knbwing that there
were less chances for repayment.

(23) The Committee wanted to know the reason for the absence of a
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-~ loan monitoring system. The Secretary, Finance department replied that the

o

AG's observation in this regard is correct and in the case of non-repayment of
loans from those institutions, the said amount was being converted to share
capital with the approval of the Government. Efforts are also being made to
increase the performance of such institutions.

(24) The committee opined that a regular monitoring system is necessary
for effective repayment of loans-and efforts should be needed for this purpose.

(25) The Comrmttee recommended that Finance Department should
monitor the loan repayment of these agencies and had directed the various
administrative departments to furnish the details of loan re;ﬁayment and examine
the documents regarding loan- repayment |

(26) When asked about the Government's initiative for the consohdatlon
of accurate details of loans and advances sanctioned by the government once in |
every three months, the Director, Treasury Department informed the Committee
that the Government would borfow loans from the market to meet ﬁscal deficat.
Likewise, the ‘Government sanctions loans to Public Sector Undertakings. At
present no module had been developed for inclusion of these in to IFMS
software. However, discussions were going on in this regard in the Finance
Department and NIC had been entrusted with the task of examining the
feasibiiity of developing a software for this purpose. |

(27) The witness, Additional secretary, Finance Department informed
the Committee that deteils of loans sanctioned to PSU's could be collected from
the Finance Accounts of the Accountant General. But when the PSU's were
asked 7to. repay the loan amount, they used to explain their iﬁability and submit
proposals to Government for converting the same to equity share capital.
KSRTC was given a loan of T2000 Cr for the last two years, he added. The
Committee came to know that loans wmade by NCDC to

Co-operative societies are being repaid by the Finance Department and therefore
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NCDC give sanctions for any loan proposal from these societies. -

(28) When asked about the dctails of co-operative societies, to w}iich
loans have been sanctioned, the Adzlitional secretary, Finance Department
informed that Since RCS set the agreement and distributes the loan amount, the
details regarding such societies were with them. However, they didn't forward
the information even though the Department requésted for it several times.

(29). The Committee directed the'Dei:;artment to take necessary action to
provide additional facilities to those soéieties ‘which are repaying the loans
promptly and to impose fines on those who are reluctant to repay loan to
Government. The Committee remarked that KSRTC, being a public utility
service, éan be eXcused, but co-operative banks which afe financial institutions,
and can earn interest from loans as well, are liable to repay the amount. The
Committee urged the Department to look into the matter seriously and take
proper steps..

(30) The Director, Treasury Department apprised the Committee that
NCDC and Central Govemnment had formulated various schemes to provide
loans to co-operative societies. The proposals from those societies were usualiy
recommended by RCS and administrative departments without examining the
merits and viability of the projects. Not even the Finance Department could
stand against such proposals due to various reasons. If there are any obstacles,
they will be cleared and grant loans.

K (3D) The'wi_tness, A_dditional Secretary, Finance department informed the
Committee that an amount of T45956 crore was outstanding against loans from
societies in the State. A .meeting was recently conducted with RCS officials at
the Additional Chief Secretary level to take decision on ensuring repayment and
further disbursement of loans to Societies. In reply to a question, the Additiqnal
Secretary, Finance Department, explained that Government provides‘ loans to the

societies for encouraging Co-operative Sector. Though there is no surety for the
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- loan, the institutions had to enter into an agreement with Government prior to
loan disbursement. | |

(32) The Committee opined that even though there are no sureties they
are obliged to repay the loan as they have their own assets. |

(33) The Committee instructed the department to verify the exact
amount due from various Co-operative societies and what action was taken for
the repayment and also to verify the proper iﬁlplem_entation and utilisation of

funds of various schemes.

Conclusionisecommendation

(34) The Committee recommends that a regular monitoring system
is necessary for the effective repayment of _governmgnt loans and
advances and earnest efforts should be made in this regard. The
Committee also suggests that Finance Departmént should monitor the
repajrment of loans by various institutions and urges the administrative
- department concerned to furnish the details regarding the advances gwen
to vanous PSUs and theu' loan repayment

(35) The Commlttee directs the department to take necessary
actions to prov1de additional facilities to those co-operative societies
which are repaying the loans promptly and to impose fines on those
which are wilfully avoiding repayment of loans.

(36) The Committee directs the department to prepare the details of
~ co-operative societies to 'whibh loans have been sanctioned and verify |
the exact amount due from various co-operative societies. The
Committee suggests that steps should be taken for effecting the
repayment without further delay and also urges the department to ensure

proper implementation_of various schemes and utilisation of their funds.
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1.4.3 Public Debt receipts | - | =
Public Debt receipts of the State Government consist of funds raised frem
internal sources and loans and advances from Gol. As shown in Table 111,
internal debt receipts was the main source of public debt receipts and it was
- aroutld 95 per cent during the last ﬁve. years. Internal Debt includes Open
Market Borrowings, othet borrowings from financial irtstitutions like National
Bank for Agriculture and Rural Development (NABARD), National Co-
operative Development Corporation (NCDC), etc and Special Securities iésued
‘to National Small Savmgs Fund (NSSF). Composmon of Internal Debt during

the last ﬁve years is given in Table 1.12.

Table 1.12: Composmon:of Internal Debt

_ _ . _ (R in crore) _
‘Sources of Internal Debt 201112 T 201213 T 2013-14 | 201415 201516
‘Open Market Borrowings T 888000 | 1158299 | 12800.00 | 13200.00 | 15000.00
NABARD . 457.00 | 410.02 | 50125 | 55137 600,00
‘Ncoe 0.00 0.00 0.00 | 22216  39.3
NSSF - "‘j"’”&()?”"’ﬁdﬁ? ""'g"""'éis_sﬂ_""-_ﬁjiib T 1455.20
Others - 5481 | 8584 83.85 ‘"".b?b‘d""?’""45'.'2"5

 Total o 9391.81 : 12708.89 ‘ 13950.24 15105.63 | 17141.5:8

Dunng the last five years share of open market borrowings in mtemal
debt vaned between 87 per cent and 94 per cent. Also, State’s open market
borrowmgs mcreased from 8,880 crore to T15,000 crore, recording an increase
of 69 per cent dﬁring the period. Consequently, internal debt steadily ihcreased
from ?9,392"cr\ore n 20117_12 to 17,142 crote in 2015-16. | '

During 2015-16, loans end-advances from Gol decreased by 3221 crore,
compared to 2014-15. However,. T50 crore availed (in 2014-15) by the State |
from Gol for construction of houses for houseless tribals was not reflected in the
7 aceouﬁts as it was released directly to Director of Scheduled Tribes

' Development. This resulted in understatement of Gol loans to that extent.
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1.5 Public Account Receipts

Receipts and disbursements in respect of ceﬁain tfransactions such as
Small Savings, Provident Funds, Reserve Funds, Deposits, Suspense,
Remittances, etc., which do not form part of the Consolidated Fund, are kept in
the Public Account set up under Article 266(2) of the Constitution Here the
Government acts as banker and the balance after dlsburse,ment is the fund

available with.the Govemment for use for various activities.

Tablel.13: Net receipts under Public Account heads
' : (¥in crore)

‘Resources under varions heads * "5611-127’ 2012-13 l 2013-14 | 2’01’415' 2015-16

Public Account recelpts
‘a. Small Savings, Prov1dent Fundetc.  3839.05  368554] 4231 86I 376477 8332.07

b.Reserve Fund - 146.93] 14558 78’"0m 66 00 6490

. Deposits and Advances - -5L47 T 14093 187, 431 1364.50 -3280.29:

d. Suspense and Mlscelianeous 85237 712.44 -946.60 |  57. 90 77438
.ekemmances T T - -157.40 3049 16848 | 23'@5 | -9219

— i . ; ‘ R S S :
Total 4629, 48 | 5423.82 |3382.23 §5279.12f 5798.77

Source : Finance Accounts of respcctr ve years

The above table shows that durlng 2015-16 an amount of 5, 798 77 crore
has been added to the existing balance of the Public Account. This was £519.65
crore more than additions (35,279.12 crore) during 2014-15. Substantial net
addition of ¥8,332.07 crore under the sector 'Small Savings, Provident Fund,
etc.', was mainly due to the accumulations of %5,615.38 crore occurred under
'8031-102-State Savings Bank Deposits'. These acc_:umﬁlaﬁons under public
account are utilised by the State Government for covering their fiscal deficit.

1.6 Application of Resources
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 6ng0ing fiscal
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correction and consolidation process at the State level is not at the com of
expenditure, especially the expenditure directed towards development of social
sector.

1.6.1 Growth and Composition of Expenditure
The trends in total expenditure (aggregate of revenue, capital and loans

and advances expenditure) and various components of total expenditure-Plan
and Non-Plan revenue expenditure, committed expenditure such as salaries and |

wages, interest payments, pension payments and subsidies, financial assistance

" to local bodies, etc., are discussed in the succeeding paragraphs. Chart 1.8

presents the trends in tetal expenditure of the State Government over a period of
five years (2011-12 to 2015-16).

© Total expenditure of the State for 2015-16 was 87,032 crore, out of
which 78,690 crore (90.4 ber cent) was revenue expenditure..Composition of

total expenditure during 2015-16 is given in Chart 1.7 below.

Chart 1.7 :Composifion of '[bigl Expenditare (¥in crore}
1500 B4241%)

¥ Noa-plan revenne expenditurc
®Phm revene cxpendihure
#(gpitn] Expenditure

%[ oans and Advinces

During the last five years, the total expenditure of the State increased by 71
percent from '?50,896‘cr0re_ in 2011:12 to T87,032 crore in 201_5-16. Out of the
three components of total expenditure, revenue expenditure showed a similar
growth rate of 71 per cent but capital expenditure showed the growth rate of 95 |

per cent due to substantial increase in ca’pital. expenditure during 2015-16.
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Chart 1.8: Total expenditure: trends and composition

a
e

The total expenditure, its annual grthh rate, the ratio of expenditure 0
the State GSDP and to revenue receipts and its buoyancy with respect to GSDP

and revenue receipts are given in Table 1.14.

Table 1.14 Total expenditure - basic parameters

] ~ Particulars - 201112 |2012-13] 2013-14 | 201415 | 201516
" Total expendlture (TE) R in crore) 50896 | 59228 | 66244 | 76744 87032
"Rate of growth (per cent) TTBi2 | 164 | i | 159 0 TmBa
TE/GSDP ratio (per cent)(*) . 140 | 144 = 143 148 T
'RR/TE ratio (per cent) © 747 a5 42 755 793
Buoyancy of TE with reference to: N - | o o
'GSDP (ratio) *) Y X T I 0 [ 13 ] 11
;RR(ratlo) S ‘__ 14 * 1.0 M0 09 ;"""_o.-'7- ‘

Table 1.14 shows that

* During last five years (2011-2016) ratio of total expenditure to GSDP was
steady and ranged between 14 to 15 per cent, but showed a slight
increasing trend during the last two years, which indicated mcreased
growth of total expenditure compared to GSDP.

* Revenue receipts to total expenditure ratio also. showed an increasing
trend during the last two years, which indicate that revenue receipts had
better growth than the total expenditure-during the period.

* During the last two years, the Buoyancy of the total expenditure with
respect to GSDP was more than one, which indicated higher growth rate -
of total expenditure compared to GSDP during 2014-2016. '

* Buoyancy of total expenditure with revenue receipt showed declining
trend during the last five years and it was less than one durmg last two
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years, which indicated better growth rate of revenue receipts compara'. to
total expenditure.

Trend in share of various components of total expenditure is given in Chart 1.9.
. Chart 1.9 : Share of varions expenditure in total expenditure

201112 0213 2013-14 I014-15 2015-H

B Revenwe Expenditure * Capital Expenditure RExpenditure on Loans and Adwnces

Compounded annual growth rate of total expenditure of the State for the
two periods, ie. 2006-07 to 2014-15 and 2014-15 to 2015-16 was compared
with General Category States and it was observed that in the first period State's |
average was slighﬂy higher than General Category States but in the second
- period it was much less than General Category States. (Details are gi{fen in
Appendix IIf (Appendix 1.1) | |
1.6.2 Trends in total expenditure in terms of activities

In terms of the activities, total expenditure could be considered as being
composed of expe.nditure on General Services including interest payments,
Social and Economic Services, grants-in-aid and loans and advances. Reiative
shares of different components of total expenditure are given in Table 1.15.

Table 1.15: Components of expenditure - relative shares

(in per cent)

Particulars 201112 201213 | 201314 2014-15 2015-16
| General Services 402 | 387 404 i as

of “which, Interest 124 | 12.2 o5 1 127 | 128
Payments -

Social Services 30 38 34 X T R
Econ&mlcSe_eres 181 | 198 7 173 175 199
‘Grants-in-aid | 67 . 6.8 T s .84 _ 44
Loans and Advances . 2.0 19 22 10 . L0
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% Table 1.15 reveals that:

~* Relative share of three components of total expenditure, viz. General
Services, Social Services and Economic Services increased during 2015-
16, compared to the previous year. Out of this share of General Services
showed an increasing trend during the last four years,

* Share of interest payments in total expenditure also increased during the
~ last four years indicating increasing burden of interest payment due to

increase in borrowings.

* There was an increasing trend in State's devolution of funds (Grant-in-aid)
to Panchayati Raj institutions for the period from 2011-12 to 2014-15, but
~decreased during the year 2015-16 due to State Government's. decision to
delay the transfer of funds till the utilisation of funds already released to
the institutions in previous years. :

* Relative share of loans and advances in total expenditure was only one
percent during the last two years, due to decrease in release of loans and
advances by the State Government.

1.6.3 Revenue Expenditure

During 2015-16, revenue expenditure recorded an increase of 76,944
crore (9.7 per cent), compared to the previous yeai. However, this increase was
lo-w.est during the last five year period in ter_mé of percentage as we‘ll- as value,
The ihcfease in revenue expendifure was mainly due 'to'incfeese in expenditure ‘
under the major heads Pension and Other Reti_rement Beneﬁfs’ (1,810 crore),
'Interest Peiyments’ (31,341 .erore'), ‘Social Security and Welfare’ (1,288 crore),
'General Edﬁcation’ (31,088 crore), Miscellaneous General Services” (%876 crore),
Special Progrannﬁes for Rural Development (X561 crore), etc. |

1.6.3.1 Incidence of revenune expenditure

During the last five years, the share of revenue expenditure (0 maintain

the current level of services and payment for past obligations was between 90

3 Includes ¥ 638 crore towards increase in expenditure under 'State Lotteries'
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and 94 percent. The overall revenue expenditure, its rate of growth, ratig of

_revenué expenditure to GSDP and to revenue receipts and its buoyancy are

indicated in Table 1.16.

Table 1.16: Revenue expenditure ~ basic parameters
) . (T in crore)
Particulars o i“ibﬁ-i’ifﬁﬁfﬁ "fz—msﬁ?’f%ﬁ—'ﬁj_561'516" "
Revonus sxpenditure (RE) | 4604S| 53489 60486 71746 78690
Tela64 66611

Non-plan revenue expenditure! 'T(ﬁ"sf"'—iﬁého’; TSl
(NPRE) : : : i

‘Plan revenue expenditure (PRE) ' '3'35'?”2 N '*ﬁ'@%“ - "76”/’4?" 'sz"éz’f C 12079
I i R TSN S
RE (percent) A_ - 328 16.2 31 186 97
'NPRE (per cent) "”"'T"'"*"_3':35'26-"__r7&ETA’__'1*4.’52_ s 84
'PRE (percent) T 2700 86 55* 453, 175
Revenue  cxpenditure a_s§ 505 903 w*9’13?"7 "‘9’375‘3_”“ 90.4°
percentage to TE : ; 5 ‘: '
'NPRE/GSDP (per cen) (¢ 1L2 11.3]{ 115 — s Q4
NPRE as percentage of TE 800 787 806 * TR0 765
NPRE/GSDP (per cent) (*) + 1071 105.7 @.6; 061 965,
‘Buoyancy EE}é{éi{Ee“éiﬁExI&f“ﬁtF" e T
GSDP {ratio) (®) _— 09 12 L 15‘ 0.8
'Revenue receipts (ratio) L4 1.0§ L1 10 0.5

" Source : Finance AéE’diiﬂfs”oT?eébEﬁWé years
(*) change in figures with respect to previous Report is due to adoption of revised GSDP figures

Table 1.16 reveals the following;

« During the last five years, RE and NPRE had shown a growth of 71 per
cent and 64 per cent respectively. But PRE increased by 127 per cent
‘which is a positive sign. o

- NPRE as a percentage of GSDP was steady during the last five years, but
NPRE as a percentage of TE showed a declining trend from 2014-15 and
it was lowest during 2015-16, which is a positive sign. '

« The buoyancy of RE with GSDP and RR was less than one which
indicate that growth rate of revenue expenditure is less than the growth
rate of GSDP and RR. This is also a positive sign on state finances.

« During the last five years NPRE as percentage of RR was more than 100
except during 2015-16 and this was due to increase in RR compared to
increase of NPRE.
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“? 1.6.3.2 Expenditure on salaries, wages, interest payments, pension, etc.

The trends of the committed expenditure of the State Government during 2011-
12 to 2015-16 is given in Table 1.17.

Table 1.17: Components of committed expenditure

(Tin crore)
f | ‘ | | 201516
Components of committed | 2011-12 32012-13 2013-14 | 2014-15 , e
expenditure : : .~ BE | Actals
‘Salaries* and Wages 16329 | 17505 | 19554 | 21621 26873 523“7'5‘/"
‘Non-plan head 15681 | 16939 | 18954 | 20077 25965 | 23075
‘Planheads** T 548 | 566 600 | 644 | 908 | 682
Interest payments (MH 2049) | 6294 | 7205 | 8265 A 9770 j“iogsz’"' 1
Expenditure on pensions (MH 8700 | 8867 | 9971 | 11253 13172 13063
12071 | ; ; ,
Subsidies T 1014 | 1268 | 1279 1252 852 | 1372
“Total - 32237 | 34845 = 39069 | 43896 | 51849 49303
Revenve Expenditure | 46045 | 53489 | 60486 | Ti746 85259 78690
. Revenue Receipts . 738010 | 44137 T A9177 | 57950 . 77427 | 69033
fPercemageofqomnuned’e'{bendimfe"’f 70 65 | 65 sy "Ei""j 63
to Revenue expenditqre | | :
Percentage of committed expenditure - 8 1 79 i 79 76 - 67 71

to Revenue receipts i o ‘ ;

* Salaries include teaching grant pald to aided educational institutions hke schools and colleges to meet
the salaries of their teaching and non-teaching staff.
**The plan heads also include the salaries and wages paid under Centrally Sponsored schemes

Source : Financé Accounts of respective years

'The share of committed expendlture in revenue expenditure has increased
durlng 2015-16, compared to previous year. However, as a percentage of
revenue receipts, it decreased steadily during the last five years which indicated
better growth of revenue receipts compared to the committed expenditure.

During 2015-16, expenditure on interest payments and pensions showed
growth rate of 14 per cent and 16_per cent respectively and this was more than
the growth rate shown by revenue expenditure (10 per cent). However, growth
rate of salaries was similar to that of revenue expenditure. Due to increase in
borfowings (more than 10,000 crore every year), the burden | of interest

payments of the State also increased and it consumed more than 16 per cent of
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the revenue receipt during the last five years. Similarly, pension pa'ym?,;ts

consumed more than 20 per cent of the revenue receipts during 2011-12 to 2013

14 and around 19 per cent during the last two years.

1.6.4 Subsidies
The subsidies (31,372 crore) given during 2015-16 were 120 crore more

than subsidies (31,252 crore) given in the previous year. These mainly include
amount given to Food Corporation of India in respecf of reimbursement of price
d]fference of ration rice and wheat (3649 crore), for Paddy procurement through
Kerala State Civil Supplies Corporation (3358 crore), grant io Kerala State Civil
Supplies Corporation Limited for market intervention (Supplies Corporation
Limited for market intervention (399 crore) and subsidy to Co-operatives for
conducting festival markets (360 crore). |
1.6.5 Financial assistance to Local Bodies and Other Institutions

The assistance provided by the Govcmmeﬂt as grants and loans to local bodies,
educational ins—titutions; Government companies, Welfare Fund Boards, efc.,during the

current year relative to the previous yeafs is presented in Table L18.

Table 1.18: Financial assistance to local bodies, educational institutions, etc.

(T in crore)
" Financial Assistance to 2011-12 2012-13 | 2013-14 | 201415 | 2015-16
Institutions ; - i

‘Educational Institutions (Aided , O N
Schools, Aided*Colleges, . 5605.77 6204.36 | 6934.56 | 7769.01 | 8409.89
 Universities, etc.)} : L
‘Municipal Corporations and 107378 | 1177.77 [358.09 | 1836.30 | 140577
Municipalities L o
“iila Parishads and Other | 420398 | 5279.31 642160 @ 842374 ° 7767.62 -
-Panchayati Raj Institutions i :
Deveiopment Agencies | 550 55 | 642 | 623 591 '
Hioipitals and Other Charitable | 14446 | 15333 | 9419 | 30576 . 407.60 .
Instltutlons 7 ' ' ‘
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Other Iﬁétlmuons4 T . 106596 | 896.42 132346 f'i&d’z‘ 60 ; 2104.35 -
g TS N | . : )
Total 1 12099.45 ' 13716.34 J 16138.32 | 1994373 2010114
Assistance as ‘percentage of T"*'_é'sf'—_r 26 27 'f"’?'_'ﬁé'**’*"'éé’ -

.revenue expenditure |

J
| ;
Source: Finance Aécounts and . ﬁf)maamvem State ( W mment

The financial assistance to local bodies and other institutions increased
from T12,099.45 crore in 2011—12 to 320,101.14 crore in 2015-16. The table
above shows that though the aggregate financjal assistance increased during
2015-16 the percentage of assistance with reference to revenue expenditore
decreased to 26 per cent from 28 per cent in 2014-15.

1.7 Quality of Expendlture

The avaiiabih'ty of better social and physical infrastructure in.the State
generally reflects the quality of its expendlture Improvement in the quality of
expenditure involves whether adequate funds were provided for public
expendlture (1.e. adequate provisions for providing public services) and whether
the fund was spent efficiently and effectively to achieve the mtended objectives.

1.7.1 Adequacy of pubhc expenditure

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 total expenditure) is attached to a
particular sector, if it is below the respective national average. Table 1.19
anal'yses the ﬁecal priority of the State Government with regard to development
expenditure, social expenditure and capltal expendlture during 2012-13 and
2015-16. "

4 Major institutions under ‘Other institutions’ are Kerala Water Authority (¥523.40 crore), Loans to I\erala
State Road Transport Corporation (T214. 40. crore), IT-Cyber Park-Land acqulsmor_l (3145.84 crore), Kerala
Social Security Mission (3124.58 crore}, State Council for Science, Technology & Environment (¥106.65
crore), Kndumbasree (375 crore), Contribution to Fishermen Welfare Fund (354.63 crore), Keraia State
Information Technology Mission (¥53.34 crore), Kerala Sports Council (349.60 crore) and Welfare fund for
Cashew workers (740.56 crore). ’
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Table 1.19: F}scal priority of the State in 2012-13 and 2015-16
| - , (in per c&3)

Fiscal Priorify by the State* | TE/ | DE #7 SSW | CBl | Education/ Health/
gspp! TE | TE | T | TE B
Goneral Category States e e D S
Average, 2012-13 144 | 7003 | 3847 | 13I0 17.72. 1. 472
 Kerald's Average, 201213~ ’1@36’"?"5?2"?@Z'T'_ﬁﬁ'_ TR 548 -
‘General Category Siates 1 B T R
Average, 2015-16 1605 | 70.63 | 3629 1489 1563 445
e e e —— e — 17._..4..4.,7_,7_.if*__—.i‘ ,g_i._lfl S _,,“;‘7__,7,__7,_;_.; P
Kerala's Average, 201516 | 1487 | 53.32 3501 | 862 | 1623 | 4%
. : e | S

* ¥As per cent to GSDP
TE: Total Expenditure DE: Development Expenditure
SSE: Social Sector Expenditure CE: Capital Expenditure. - _
# Development expenditure includes Development Revenue Expenditure, Development Capital
. Expenditure and Loans and Advances disbursed (Social and Economic sector). '

‘Table 1.19 shows that;

« n 2015-16 State's share of expenditure on education and health in total
expenditure is higher than General Category States (GCS), indicating
State Government's priority in these services. But in respect of
development expenditure, social sector expenditure and capital
expenditure, State's performance was poor compared to GCS. -

« In respect of development expenditure and capital expenditure, while
GCS improved their position'in 2015-16 compared to 2012-13, State couid
improve its position only in capital expenditure. Drop in share of
development expenditure and social sector expenditure in total
expenditure needs to be addressed. o o

[Audit paragraphs 1.4.3 to 1.7.1 contained in the report of Comptroller
and Auditor General of India for the year ended 31* March 2016 (State
Finance)} . , -

[Notes received from the Government based on the above audit
paragraph is included as Appendix-II]

Excerpts from committee's discussion with department officials.

(3D The Committee enQuired whether any steps were taken to improve
Development expenditure and capital expenditure. The Secretary; ‘Finance
(Resources) Department replied that several measures h_ad been taken to
increase the capital expenditure and it was explained in the reply fumished by

the department. The Committee accepted the explahatio_fl. o
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Conclusion/Recommendation
( 38) No Comments

1.7.2 Efficiency of expenditure
It is important for the State to take appropriate expenditure rationalisation

Measures and mcur public expenditure on development heads from the point of
view of social and economic development. Development expenditure comprised
of revenue expenditure, capital expe'nditure and loans and advances in socio-
€CONOoINiC Services. Table 1.20 presents the trends in development ekpenditure '
relative to the total expenditure of the State during last fiVP years. Chart’ 1.10

presents component-wise development expenditure during 2011-12 to 2015-16.
Table 1.20: Development expenditure

(7 1'n crore)
‘Components of Development | ‘ o
Expenditure 2011-12 2012-13 I 2013-14 | 2014-15 2015—16

‘Development Expenditure (a to ) ' - f
a.Revenue expenditure | 22356]  26686]  28909] 33916 38702,

(43 9). (45D (436 (442 (44.5)

'b. Capital expenditure _* ’’’’ 3691j 4456 " 4146, 41200 7243

(3. (1.5 6.3)] (54 (83

SO ] . — -

. Loans and advances i 854 982| 1256 (1.9) 534 637

. -anoan ©nl  ©n

‘Total Development =~ 26001] 32124 34311 38570 46582

Expenditure L (52.9)] (54. 2)1 (51L.8)) (50.3), (53.5

—_— m————— . ' '

Total Expenditure | 5089 59228' 66244| 76744 87032

~Source: Finance Accounts of respeci ve years
Figures in parenthesis are its share in total expenditure

During 2015-16 growth rate of total expenditure was 13.4 per cent but the
growth rate of development expcndlture was 20.8 per cent, which is
encouraging. ' Though 53.5 per cent of total expendlture was -utilised for
developmcnt expenditure, major share (44.5 per cent) was that of revenue
expenditure, which indicated predominance of revenue expenditure items in
devélopment expenditure, However, the share of capital expenditure in total
development expenditure during 2015-16 was 8.3 per cent and it was the highest

during the last five year period (Table 1.20).
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2]

Development expenditure increased from 226,901 crore in 201112 to
346,582 crore in 2015-16, recording an increase of 73 pér cent in five years.
Over the Yeafs share of revenue expenditure in development expenditure was
| around 83 per cent (except during 2014-15, when it was 88 per cent), indicating
lower priority givén to capital expenditure for development dﬁring the period.
Revenue expenditure on development also increased by 73 per cent (similar to
that of development expenditlire) during the last five years increasing from ?22,356
crore in 2011-12 to ¥38,702 crore in 2015-16. In 2015-16 revenue expenditure on
| development increased by Y4786 crore (14 per cent) due to increase in expenditure
under Social Services (?3,885 crore) and Economic Services (?901 crore). Out of
338,702 crore expenditure under Social and Econorhic Services, ?18,456 crore (48 per
cent) was incurred on salaries and wages.

In Social Services, this increase was mainly under the sub-sectors 'Social
Welfare and Nutrition’ (%1340 crore), 'Education, Spofts, Art. and Culture
(%1330 crore) and 'Health and Family Welfare’ (T516 crore). In Econofx]jc
Services, increase was mainly under 'Agriculture and Allied Activities’ (3477

c;ore) and ' Transport’ (3220 crore).

Capital expenditure on development increased by I3123 crore mainly due to

increase of ¥2964 crore under Economic sector, during 2015-16. Increase in
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costing above Tone crore) as on 31 March 2016 is given in Table 1.2,
' Table 1.21: Status of incomplete projects in the State

' X . (Tin crore)
| - " No.of " Cumulative
SL ' Name of the department/project | incomplete . Initiat | actual
No ' projects/ . budgeted . expenditure
' ' | oworks | og | ason 31
| r ' f March 2016
—__ﬁ};___i__—‘_,____,_*_‘____ e

L lmig éa_tibifbﬁepfaﬁ_mﬁeﬁ:‘(ﬁﬁéﬁoﬁﬁ | f | -
=MinorIn'igatiQn Works) 17. . 189.28 146.40 :

2 Public Works Department -~ (Roads] — - S B Yo S
- Public Works Department - Tridgesy ~ - T T 3060 -
- Public Works Departmert = (Baitiings)~ B TESS T g
5. Harbour Engineering Deparimen I R A [T
I s T T s B 1T YT
_ Sﬁl’iri:éfﬁﬁﬁiimﬁo? Accounts 201516~ Jh_k'_‘\M_‘g_"‘_“%_”_”Lm_f T

As per the Finance Accounts 2015-16, there wasg a delay in completion of the
263 projects/works and this would result in time overrun and cost overrun,

besides denying the desired benefit to the beneficiarjes.

[Audit paragraphs 1.7.2 to 1.7.3 contained in the Report of Comptrol_ler
and Auditor Genera] of India for the year ended in 31 March 2016
(State Finances)] | |

[Notes received from the Government based on the above audit

Paragraphs are included ag Appendix-IT] _
Excerpts from the committee's discussion with departmenta officials

(39) The Committee came to know —_frbm the audit observation that ag
per the finance accounts 2015-16, there was a delay in the completion of 263

Projects/ Works in different departments and €nquired about the present status

of the incomplete Projects mentioned in the report. The Secretary, Finance
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Department informed the Committee that the main reason for the incomp'lig;:ion
of PWD road was the issues related to land acquisition. The Land Acquisition
Act came into force in 2016. Thereafter, many of the big projects had almost
been completed and, Action Taken Reports were prepared by the officials. The
witness, Joint Secretary, Finance Department further informed the Committee
that out of the _105 incomplete works in thé PWD (Roads), 89 projects had been
completed and works were in progress for the remaining 14 prbjects. Out of the
64 incomplete projects in the PWD (Bridges), 52 project had been completed
- and works ‘were in progress for remaining 12 projects. Three projects in PWD
_(Roads) were cancelled at Risk and Cost.' The Committee suggested that the
department should examine the reasons for delay in ‘thé- execution of major
projects and coherent plan of actions should be initiated to set right the siowdown.
(40) The witness, Additional Secretary, Finance Department informed the
Committee that the financial iosses to the Government in the absence of time
bound land acquisition procedure would be much heavier. Government has to
pay 15% - 19% interest to the land owners from the date of project notifi.cation.
If the land is acquired after 10 years from the date of notification, the
. Governmént will have to pay a large sum of monéy to the landowners. |
~ (41) The Committee opined that the department- did not pay proper
attention to the land acquisition process whiie' working out original project
proposals, even though it was a time consuming process. The Committee' directs
the department tO submit a report within two months on the present status of
pending/incomplete projects upto 2019-20, reason for their delay and steps
taken for their expeditious completion. Details of pending projects under
Irﬂgation and Harbour Engineering Department should also be included in the report.

[Notes received from the department based on the additional Information
sought by the Committee is included as Appendix-TT]

Excerpts from the committee's discussion with departmental officials on
19.04.2023. |
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also meet jtg capital expenditure/invesunent {tucluding loang ‘and advances)

requirements from its own Sources of revenue. Ip addition, in a transition to

complete dependence on .market-based Iesources, the State Governmgnt is

during the current ear vis-a'-vis previous ears.
g y

1.8.1 Investment aﬁd returns

As of 31 March 2016, th'e State GOvérnment had invested 36, 733.85 croré in

Statutory Corporations, Government Companies, Joint Stock Companies and
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-

Table 1.22: Return ol jnvestments
Investment/Return/ Costof | T

| : S

Borrowings . 2011-12 | 2012-13 . 2013-14 llg 2014-15 2015-16
Irvestment at the end of the year | T e
(Zin crore) i 4206.43 ! 4511.03 | 5623.61 6085.13 | 6733.85 |
Retun (X in crore) T WTHE’T.ZZ')"}’ZW ﬁo’ofsﬁﬁ# 7418 | 9023
Retarn (per cent) S B 'Tu'i'.i_7’*}7"73—7_{”"_1.2 T
Average rate of interest on, T B T T
. Government borrowing (per cent), 12 71 1 14 73 ¢+ 13

. e T e T ST e [
Difference between interest rate’ B ’1_ w

and return (per cent) bos6 60 . 53 |+ 61 1 60

RS S S e

" Source: Finance Accounts of the State Government
During 2015—1'6,.State Government had invested 326.14 crore in Statutory
Corporations, 7430.49 crore in Government Companies, ¥77.22 crore in Co-
operative Banks and Societies and 2126.74 crore in -other Joint Stock

Companies.

1.8.2 Government investment in PSUSs, Joint Stock Companies, etc
The State Government has been making investment in Statutory Corporations,

Government Companies, Joint Stock Companies, Co-operative Banks and
Societies, etc., 1D the form of share capital contribution and value of land

assigned. At the end of March 2016 Government investment in these institutions

stood at T6692.59 crore’. Institution-wise investments are given in Table 1.23.

Table 1.23: Institution-wise Government investment

I I £ L. A
“Type of institutions | Investment at the end of March 2016 |
Stét{iféﬁ_@&@fﬁiiaﬁg'" T —5mer
"Government Companies .f‘._,._,_,,r_( — T Taes i
Toint Stock Companies S R — 5489
" Co-operative Banks and Socicties _J‘i)ﬁ_) s
, ol e —

' 'SB&He?FiBéﬁéé]EEJ&E?EOTﬁE T

Though the investments are expected to give some financial return (in the form

e
5 - Excludes ¥31.20 crore being the expenditure incurred for equity participation in Smart City Project, 70.01

crore being expenditure incurred for State ipsttute for Hotel Management at Kottayam, ¥3.35 crore being
expenditare incurred for setiing up of Electronic Fabrication Laboratory, ¥1.50 crore being seed capital for

Nbcfdée and NMDFC schemes and 5 crore being capital assistance given to companies producing Neera.
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:_ of dividends), returns from these investments were less than two per cent during

the last five years as shown in Table 1.22.

A review was conducted on investment made by Government during the last

five years. During the last five years share capital investment of the Government

increased by ¥2,926.33 crore (from 33,807.52 crore in the beginning of 2011-12

to ¥6,733.85 crore at the end of 2015-16). Out of this direct cash investment was

<2,788.34 croréﬁ, the rest being value Qf loans (granted to the institutions)

converted into share capital.

It was observed in audit that;

1)

Out of the cash investment of 32,297.55 crore, T500.06 crore (22 per
cent) was made in 18 loss making Government companies/Corporations
and 1209.55 crore (53 per cent) in seven newly formed
Companies/Corporations._ Consequently, no benefit accrued to
Government from these investments during the last five years.

| (i)  ¥96.70 crore invested in Kerala State Cashew Development Corporation

(KSCDC) during the period 2013-14 to 2015-16 was for modernisation
and partial mechanization of cashew factories of KSCDC. Later on
Government permitted the company to utilise the fand  for working
capital, payment of onam bonus, urgeht market- operations, restarting
functionin'g- of the Corporation, etc. Thus the purpose  of the

- investment was defeated.

(1) ¥59.18 crore invested in five 7 companies between 2011-12 and 2015-16

were kept unutilized (August 2016) due to delay in land acquisition,
procedural delays, etc. Hence, the benefits that would have been
gained from their operations didn't materialize.

(iv) An amount of X193.18 crore invested in two® PSUs during 2011:12 to

2015-16 for various projects was not included as share capital investment
of Government in their accounts. Non-treatment of the amount as

¥2,297.55 crore in Government Companies/Corporations, Joint Stock companies and T490.79 crore in Co-

" operatives.

Kerala State Housing Development Finance Corporation Limited, Kerala Tourism Development Corporation
Limited, Kerala State Information Technology Infrastructure Limited, Kerala Shipping and Inland Navigation
Corporation Limited and Kerala State Industrial Development Corporation Limited.

Kerala State Industrial Development Corporation Limited and Kerala Tourism Infrastructure

Limited. ’
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investment may lead to non-transfer of benefits that may accrue to that

ol

PSUs in future to the Government. -

(v} During the period 2011-12 to 2015-16 Government had invested an

amount of %79 crore in Kerala State Information Technology
Tofrastructure Limited. Besides this cash investment, 356.97 crore was
treated as investment in-lieu of the land allotted to the PSU for creating
IT infrastructure. Since lease rent collected from IT parks was the main
source of income of the PSU, failure on the part of the PSU to collect

‘lease rent by executing proper agreements with IT Parks denied any
returns to Government.

(vi) Duﬁng 2011-12 to 2015-16, Government had permitted conversion of loan
amount of T119.89 crore, disbursed (in earlier years) 0 five’
Government Companies, into share capital. This was done to revive sick
companies on the assumption that the companies would make profit and
Government would get some returns. However, “the companies
continued in loss. - |

(vii) Sanction was accorded by the Government to convert loan amount of

- 2694.34 crore disbursed to seven!® PSUs in earlier years as investment.
However, the same was yet to be adjusted in Govemment_ accounts.
(viii) The investments of Government are classiﬁed under the minor heads

"190° and '195 below the functioﬁal major/sub major heads concerned.
But ?72.32. crore was released to twol! PSUs thIough the minor head '800 Other
Expenditure and revenué expenditure head. Though this amount has been treated
as investment in PSUs account, wWrong classiﬁcation' of investment amount
caused non-exhibition of the same as investment in Government acCounts.
Similarly, loan amount of 738.96 crore released to two" PSUs was erroneously
released  through investrhent rhe'ad, but qot . reclassified til  date.

It was ascertained (June 2016) from State Government whether the Government

g Kerala Electrical and Allied Engineering Company Limited, Traco Cable Company Limited, Kerala Ceramics
Limited, Kerala State Electronics Development Corporation Lirnited and Kerala State, Textile Corporation
Limired.

10 Kerala State Electricity Board Limited, Traco Cable Company Limited, Kerala Electrical and Allied
Engineering Company 1imited, Kerala State Film Development Corporation Limited, Meat Products of India
Limited, The Travancore Cements Limited and Kerala State Road Transport Corporation.

11 Kerala State Road Transport Corporation and Infrastructure Kerala (INKEL) Limited

12 Kerala State Industrial Development Corporation Limited 325 crore in 2010-11 and Kerala State Textile

Corporation Limited %13.96 crore in 2012-13.
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. has any policy for making share capital investments in PSUs, Government
Companies, etc., but no reply had been furnished till date (November 2016).

[Audit paragraphs 1.8 to 1.8.2 contained in the Report of Comptroller
and Auditor General of India for the year 3I* March 2016 (State
Finances)

[Notes received from the Government based on the above audit

paragraph is included as Appendix-1I]

Excerpts from committee's discussion with departmental officials
' {44) The Committee enquired about the present status of mvestment made

in  KSHDFCL.. The witness informed that as per. last years report, the
Government had invested an amount of almost Z8,234 crore in that sector.
Returns on investment were mostly received in the form of dividend from
companies like KSFE. Only an amount of T138 crore was collected as financial
return during 2019-20 Financial Year. | | |

(45) Quoting the audit queryr that expected return from the investment in
| PSU's was hardly nothing, the witness stated that most of these companies were
unable to found funds from thelr own resources for their up-gradation to cope
up W1th the latest technology. Therefore the Government is obliged to support
them as part of its social commitment. He further added that although -
government had been investing‘ huge amounts in Public Sector Undertakings it
is true that no financial benefits were being properly accrued thereon.

(46) To the Committee's question whether KSHDFC is currently
functional, the witness infoﬁned that the winding up process of the company is
going on and _measures were being taken to recoup-_the instrument made by the
governmeht. The Committee further wanted to knew about the time required for
the winding up procedure, the witness replied that corﬁpany‘ secretary was
authorised for thet work and.the process was underway. The Commiﬁee directed
~ the department to furnish the present status of the winding up process regarding
KSHDFCL and take effective measures to recoup the share value of
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government, to which the witness, Joint Secretary agreed. .

' (47) The Senior DAG, informed that the loans granted and investments
made for loss maklng companies without considering their performance nrould
lead to fiscal deficit of the state. In response to this statement, the witness,
Additional Secretery (Secret), Finance Department stated that such investments
had been made by. Government in conformity with its declared policy to
safeguard PSUs. |

(48) The Committee understood that dnring the ﬁn—anciel year 2011-12,
the Government had earmarked I 5 crore for the two projects of Kerala Tourism
Development Corploration Ltd. (KTDC) but, the projects haﬂ been dropped.. The
Senior DAG opined that a proper methodology would have been followed for
investments under government policy and no reply had so far"been received
from KTDC regarding their policy on share market investments.

 (49) The Committee sought an explanation to the audit query with
reépect to I_(eraia State Information Technology - .Infrastructure Limited
(KSITIL). The Secretary, Finance (Resources) Department apprised the
Committee that KSITIL pronide their assets to IT parks like Technopark,
Infopark, Cybérpark etc and collect lease rent from ;hem; and presently Infopark
has 100% occupancy. He further clariﬁed that such lease rent issues were there
at the time of the audit but now all IT companies are Inaking profits in businese.

(50) The Committee found out that-no action had been taken so far to
convert the loan given by the Government, to the 7 PSU's, into equity and
enquired about the present status of these conversions. .'

(51) The Committee commented that though INKEL is an SPV it did
not deserve exe_mptlon as they could not efficiently accomplish any projects
undertaken by them. Institution like KSIDC, INKEL had undexjmined the
purpose for which these institutions were initially enViSaged. Thefefore, the

" Committee recommended that Govemnment institutions should always be
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< pursued for its fundamental purposes, withoﬁt any diversion.

(52) The Committee noted that certain institutions were deliberately
desisted repaying loan with an eye to the conversion of the loan into _equity.

(53) The Committee remarked that converting loan amount into equity -
should be done on the basis of an unambiguous criteria, and alrso pointed out
that it was a serious issue that even viable and successful institutions were
awaiting equity conversion. |

(54) To a query on the action takeﬁ report from the Keréla State Textile
Corporation, the witness, Joint Secretary, Finance Department said that the
‘Government would sanction loans to spinning .mills working under Textile
Corporation and Texfed every year. However, those PSUs had never been
repaying the loans. Request from those institutions with the recommendation of the
Board to convert the loan amount with its interest into equity would be allowed. The reply
from the Textile Corporation regarding the loan repayniént had not been received so far, he
added.

(55) The Director, Treasury Department suggested that instcad of
scrutinizing each case it should be decided to make the then management liable
for the failure to pay the dividend to Government. The Director, Treasury
Department further opinéd that it should not be allowed to cdnvert dividend into
equity under any circumstances. Whereas, equity should be allowed to be used
as working Capital. If rules were framed to make the Managing Director or
Company Secretary pérsonally liable to _subh wrong doings, thé repetition of
such issues would be avoided in future.

(56) Having considered the issﬂe as Very\ serious, the Committee
wanted to know whether Finance Department had c.omputed the loan amount
‘granted to PSUs and whether any steps had been taken to recover the amount.
The witness, Additional Secretary, Finance (Secret) Departmeni informed the

Committee that out of the ¥ 17,275 Cr sanctioned as loans during 2019-20,
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only ¥4983.67 Cr had been repaid till 31.10.2019. He further added that nce
those loans were sanctioned without any guarantee, they had hesitated to repay
the loan an.lount.' Then the Secretary, Finance (Resources), a‘ssured the
Committee that steps would be taken to prevent the recurrence of such. instaﬂces
in future. |

(57) The Committee re;commended to formulate strict terms and
conditions for sanctioning loans and to make réquired changes’ in the policy
decisions on Ibans té PSUs and its repayment as well. The Committee directed
~ the department to formulate exphmt guidelines for the conversion of loan
amount into equlty of Government. |

[Notes received from the Conmuttee based on the additional mformatmn
sought by the Comnuttee is included as Appendlx-II]

Excerpts from Committee's dlscussmn with departmental officials

(58) The Committee accepted the additional information furnished by the
department. : _
) Conclusions/Recommendations
(59) The Committee directs the department to furnish a report on

the present status of the winding up process of KSHDFCL and also urges

to take effective measures for the recouping of the invested share value

of Government in the entity.

' (60) The Committee recommends to fdrmulate strict terms and

conditions for sanctioning loans to PSUs and effective monitoring

system for their timely repayment. The Committee also directs the

departtneﬁt to formulate explicit guidelines for the conversion of loan
amount into equity of Government. N | |
(61) The Committee opines that many PSUs are unable to complete
- the projects undertaken by them which undermine the very purpose for
which these institutions were initially envisaged. So the Committee

directs that the institution should ensure proper and effective méchanism
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for the time bound completion of projects undertaken by them.

1.8.3 Loans and advances by the State

In addition to investments in Co-operative Societies, Statutory Corporations and

Government Companies, the Government has also been providing loans and

advances to many institutions. Table 1.24 presents the outstanding loans and

advances as on 31 March 2016 and interest receipts during the last five years.

Table 1.24: Details of loans and advances during the last five years

(¥ in crore)

Quantum of Loans/Interest ' ‘ : )

Receipts/Cost of Borrowings |2011-12 2012-13 | 2013-14 | 2014-15 . 201516
’Opemng balance . 8461 B | 9394 ¢ 103605 | 11713 ¢ 123&61'"7";
Amount advanced during the year | 998 | 1136 | 1464 | 743 42
. Amount repaid during the year 7 55 T 74 103 124 __1—-5'2"'777”?
Closing balance 9404 | 10456 | 11721 12332 3016
‘Net additton ¢ 943 | 1062 1361 619 690
KInterest receipts o _53 ; 19 21 27 32

~Source: Finance Accounts of the State Governmern.

“The total outstanding loans and advances as on 31 March 2016 increased by

X690 crore compared to those of the previous year. The major disbursement of

loans and advances duriiig the current year was to the K_erala State 'R'oad

Transport Corporation (3214 crore), Kerala Water Authority for 'impiementing

the Water Supply Project assisted by the Japan Intemationai Co-operation

Agency (%81 crore), Kerala Co-operative Textile Federation (368 crorej and

House building advance to State Service Officers (3195 crore). Interest received

against these loans remained less than one per cent during the period 2011-12 to 2015-16 and was

0.2 per cent during 2015-16 as against the average cost of borrowing of 7.3 per cent during the year.

13 Difference of Isix crore with reference to previous year’s closing balance was on account of proforma

adjustments vide footnote (Z) of Statement no.16 of Finance Accounts 2011-12.
14 Difference of ¥10 crore with reference to previous year’s closing balance was on account of proforma

adjustments vide footote (q) of Statement no.16 of Finance Accounts 2012-13.
15 Difference of Y96 crore with reference to previous year’s closing balance was on account of

proforma adjustments vide footnote (p) of Statement no.16 of Finance Accounts 2013-14. ‘
16 Difference of Teight crore with reference to previous year’s closing balance was on account of proforma

adjustments vide footnote (o) of Staternent no.18 of Finance Accounts 2014-15.
17 Difference of 12 crore with reference to previous year’s closing balance was on account of proforma

adjustments vide footnote (q) of Statement no.18 of Finance Accounts 2015-16.
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1.8.3.1 Defaulters on loan repayment -

L]

Government has been providing loan assistance to Statutory Corporaﬁons,
Government Companies, Au.tonomous Bodies and Authorities etc., and the same
was treated as éssets in the Government accounts. As per Finance Accounts, an
amount of ¥13,010 crore was outstanding as loan at the 'énd of March 2016.
Also, at the end of March 2016, 76 institutions defaulted in repayment of loans
advanced to them and arrears in respect of this were 9,328 crore (Principal:

15,809 crore and Interest:Z3,519 crore). About 89 per cent of the above arrears

pertain to five institutions viz., Kerala Water Authority ( ?3,890 crore), Kerala
State Electricity Bbard Limited (31,760 cro’ré), ‘Kerala State Road _Transport
Corporation _(?1280 crore), Kerala State Housing Board (31180 crore) and
Kerala State Cashew Devel-opment Corporation (3199 crore). During the year
State Government also released loans to 16 institutions amounting to 408 crore
whose previous ldan repaYments. are in arrears.

It was also observed that State Government reieased 79 loans to 19
institutions amounting to 383.96 crore, during the peﬁod from 1991-92 to 2005-
06, without specifying the terms and conditions for repayinent. In order to
provide a true and fair status in the balance sheet of the State Government,
Government needs to take effective steps to reduce these non—perfomﬂng aSsets.
[Audit paragraphs 1.8.3 to 1.8.3.1 contained in the Report of Compﬁoﬂer
and Auditor General of India for the year ended 31 March 2016 (State
Finances)] | | | |
[Notés received from the Government based on the above audit
paragraph is included as Appendix—[l]_

Excerpts from committee'é discussion with departmental officials.

(62) To the query of the Committee, whether the reconciliation of

accounts of KSEB, KWA and KSHB with the Accountant General's figures

were being done, the Secretary, Finance (Resources) Department informed the
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Committee that with the implementation of IFMS, that problem was solved. He
also stated that loans were sanctioned in the public interest and that repayment
should be ensured from at least profit making companies in future.

Conclusion/Recommendation

(63) No Comments

1.8.4 Cash balances and Investment of cash balances

The cash balances and investments made by the State Government out of .

the cash balances during thé year are shown in Table 1.25.

Table 1.25 Cash balances and Investment of cash balances -

(!mcrore)

L Rl e e s | e
(2) General Cash balances T
Cash in Treasuries and other banks - 447 ¢ 5.43 096

* Deposit with Reserve Bank o (-)11.07 (-)45.88 rb (-)34. 81
Réﬁi&an&;es'm’uaﬁsﬁ -Locat 102 .07 0.05
~ Total(a) [ (558 |  (039.38 | ()33 80 ‘
(b)lnvesunents from cash balances o T ]
" Gol Treasury Bills o 14190 163L60° " ($)i489.70
'Gol §Ec7in”ues I Y ST 5.15 D
T T otal () 147.05 1 1636.75 | @490
() Investments in carmarked funds | ) T
. Reserve funds not beanng _mterest o 1507.44 1630.37 (+)122.93A§
Total (c) B 1507.44 1630.37 L (-912'2.9_3;E
 fachading Permancat advances 200165 Q044
" Total Cash Balance - (2) to (d) - 165100 '3229 39“; (+)1578. 39
investment of cach betees 44.16 08 o8 st

“Source : Finance Accounts of the Stale Governmert

Table 1.25 shows that cash balance of the State, at the end of March 2016,
increased by 1,578.39 crore compared to th¢ closing balance at the end of
March 2015. This was due to the increase in investments under Gol Treasury
Bills (31,489.70 crore) and investments 'i'n earmar_ked funds (3122.93 crbre). However, interest

received on investment of cash balance decreased by ¥3.31 crore, compared to the previous year.
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1.8.4.1 Outstanding balances under the head 'Cheques and Bills' -
This head is an intermediary accounting head for initial recdrdiﬂg of
transactions which are to be cleared eventually. As per accounting rules, when a
cheque is issued, the functional head is debited and the Major Head-8670-
Cheques and Bills is credited. On clearance of the cheque by the bank, the
minus credit is given to Major Head 8670-Cheques and Bills by crediting the
| Major Head- 8675-Deposits with Reserve Bank and thereby reducing the cash
balance of the Government. Thus, the outstanding balance under the Major
Head 8670-Cheques and Bills represents the amount of un-encashed cheques.
As on 31 March 2016,' there was an outstanding balance (cumulative) of |
T1,873.99 crore. This represents expenditure originally booked hnder different
major heads of Consolidated Fund, which has not resulted in any cash outflow
till the end of March 2016, o
[Audit paragraphs 1.8.4 and 1.8.4.1 contained in the report of the
Comptroller and Auditor General of India for the year ended 31* March
2016 (State Finances)]. | | |
[Note received from Government based on the above audit paragraphs
are included as Appendix II].

Excerpts from committees discussion with department officials.
 (64) Regarding the audit para, the Committee enquired how the cheques

from Banking Treasury were encashed. The Director of Treasury replied _thét if
bills were passed from Banking Treasury, payment order cheques could be
issued. They were computer print outs and could be encashed by presenting it to
the bank. The Committee further enquired about the reason for the huge amount
as the outstanding balance of the State. The Director, Treasury Department
replied fhat these amounts were P.O. cheques, unclaimed or not updated and it
‘was a defect occurred during the implementation of IFMS software and

corrections were since been made in the software and completely solved the problem.
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(65) He further informed the Commlttee that POCs are those cheques
which were issued when the Treasury officer passes a bill presented to him after
incurring expenditure and then it was debited in the concerned Head of Account.
P.O cheques come under suspense account which would be deducted
corresponding to the passing of cheques.

(66) This outstanding balances under the head Cheques and Bills' of
<1873 crore mentloned in the audit para, was not deducted in suspense account.
Accounting head had shown huge unclaimed balance due to ihe fallure n
deducting the amount in the suspense account even though the cheques were

cleared by the Banks. Those issues had been completely solved, he added.

ConclusionIRecommendation .
(67) No Comments

1.9 Assets and Liabilities |
* 1.9.1 Growth and composition of assets and liabilities

In the existing Government accounting system, 'comprehensive aceounting
of fixed assets like land and buildings owned by the Government is not done.
However, the Government accounts do capture the financial habﬂltles of the
_ Government and the assets created out of the expendlture incurred. Appendix III
(Appendix 1.4 Part B) gives an abstract of such liabilities and assets as on 31
March 2016, compared with the corresponding position as on 31 March 2015.
While the liabilities in this Appendlx COHSISt mainly of internal borrowmgs,
loans and advances from Gol, receipts from the Public Account and Reserve
Funds, the assets mainly compnse of the capital outlay and loans and advances

given by the State Govemment and its cash balances.
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1.9.2 Fiscal Habilities

The trends of outstanding fiscal liabilities of the State are presented in
Appendix HI (Appendix 1.5). The composmon of fiscal liabilities durmg the last
five years are presented in  Chart L11. '

Chart 1.11 : Composition of Fiscal Liabilities (X in crore)

TS000 -
1500000 -
1250808 -

HEECEOE

01112 2012-13 1314 2614-15 2015-16
= Internal Debt of the State  ® Lomnsand Advances fromCol  ®Public Accoumnt Eabilites

_ The overall fiscal liabilities of the State increaséd from ¥93,132 crore in
2011-12 to %1,60,539 crore in 2015-16, thus fecérding an increase of 72 pef cent
during the five year period. During the last four years, grrowth, rate of fiscal
liabilities of the State declined from 16.5 per cent in 2012-13 to 13.1 per cent in
2015-16. However, growth rate of fiscal liabilities in 2015—16 was higher than
the growth rate of GSDP (12.6 per cent).

Fiscal liabilities of the State comprised of Consolidated Fund liabilities |
and Public Account liabilities. The Consolidated Fund ‘11ab111ties (%1,09,731
crore) comprised of Market Loans (?84,846 crore), Loans from the Government
of India (37,235 crore} and Other Loans (17,650 crore). The Public Account |
liabilities (350,808 crore) comprised of Small Savings, Provident Funds, etc., .
(T47,640 crore),® interest bearing obligations (373 crore) and non-interest

bearing obligations like Deposits and other earmarked funds (33,095 crore).

18 This includes liabilities from the Treasury Savmgs Bank Account (310,552 crore) and Treasury Fixed
Deposits (310,962 crore).
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The overall liabilities of the State include balance under Reserve Funds
amounting to I2,012.06 crore (as on 31 March 2016). The details in respect of
two of the reserve funds are given in succeeding péragraphs:

(a) State Disaster Response Fund
The State Disaster Response Fund (SDRF) was set up on 1 April 2010

replacing the existing Calamity Relief Fund. At the beginning of the year, thére _
was I21.91 crore as opening balémce .in the Fund. The size of the Fund for

Kerala for the year 2015-16 (fixed by the Fourteenth Finance Commission) was

3184.75 crore, 75 per cent (I138.75 crore) of which was to be contributed by the

Central Government and 25 per cent (346 crore) by the State GoveMent.

During the year an ambunt of T184.75 crore was credited to the Fund. After

setting off the éxpenditure for disaster relief operations to the extent of I134.14

crore, the balance in SDRF as on 31 March 2016 was X72.52 crore.

According to the guidelines issued by the Government of India, balances
lying in the fund are required to be invésted .by the State Executive Committee
constitutu;:d for the management of the Fund and this was not donie. The interest payable
on the un-invested balances of the earlier years. has not been esumated by the
Government (October 2016).

(b) Consolidated Sinking Fund

The State Government had set up a Consolidated Sinking Fund with effect
from the financial year 2007-08, according to which the Fund was to be utilised
as- an Amortisation Fund for redemption of all outstanding liabilities of the
Government commencing from the financial year 2012-13. The Fﬁnd was to be
credited wifh contributions from revenue at the prescribed rate and interest
accrued on investments made out of the Fund. Only the inte'rést accrued and
credited in the Fund was to be utilised for redemption of the outstanding
liabilities of the Government. As per paragraph 5 6f revised model scheme for

the -constitution and administration of Consolidated Sinking Fund of Kerala, the
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rate of contribution to the Consolidated Sinking Fund was 0.5 per cent.of the
outétanding liabilities at the end of -the previous | year. According to thiéj the
State. Government had to contribute 7?709.73 crore during 2015-16 to the
C'onsolidate_d Sinking Fund. However, the Staté Government did hot contribute
any amount to the Fund, during the current year. . | |

As per the 'guide]jnes of the fund, the balance at credit of the Fund is
‘required to be invesfed in the Government of India Securities. During the year,
- an amount of 3122 94 crore was received as interest from the investment made |
“out of the fund.- At thé beginning of the year ?i,61.0.37 crore was available and
with the 'interesf received on investment and an amount of Z117.50 crore adjusted
for repayment of fnarket loans, the outstanding balance at the end of year was ¥1,615.81 crore.

[Audit paragraphs 1.9 to 1.9.2 contained in the Report of Comptroller
and Auditor General of India for the year ended 31 March 2016 (State
Finances)] ‘ S

[Notes received from the Government based on the above audit
paragraphs are included as Appendix IL] -

Excerpts from Committee's discussion with departmental officials.
(68) The Committee wanted to be enlightened about the Consolidated

" Sinking Fund (CSF). The witness, Additional Secretary (Secret), Finance
Department explained that CSF is the amortisation fund which is a reserved
money .through which future liabilities are beiﬁg paid off. Government may
contribute 0.5 percent of the outstanding 1iabiljties at thé end bf the préviou‘s
year for this purpose and RBI will invest it in Government of India securities for
return. The Government had set up a consolidated s‘inking fund in 2007-08 and had
contributed to CSF till the year 2011 but later; as the state was continiing in Revenue
Deficit, the cohtribution has to be made from borrowed funds. He also pointed out
that as per the conditions in the CSF Government could invest in the fund from
General Revenue at any time or other sources such as disinvestment proéeeds at its

discretion.
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(69) He further stated that at present CSF has an amount of almost
< 2185 Crore. If a financial crisis arises, the mterest from that fund can only be

utilised. The cash balance of the state was not sufficient to meet its obligations |

and hence it was difficult for the staté to co_ntribute to CSF, he added.

: Conclusmanecommendatmn
(70) No Comments _

1.9.3 Review of Kerala Forest Development Fund

Kerala Forest Development Fund (KFDF) Wﬁs constituted undér Section
75 B of Kerala Forest Act, 1961 for crediting the proceeds of - Forest
Development Tax (5 per cent) infroduced from 1 September 1984. According to
.Kerala Forest Devélopment Fund Rules (Rule 4) 1989, 60 per cent of the KFDF
shall be utilised for planting and maintaining softwood and other species of trees
which form raw materials for industries and 40 per cent for forest research. The
objective of the compliance audit was to examine the utilisation of KFDF by
Forest and Wildlife department for._the intended j)urposé. |

‘Detailed audit was conducted by covering the period 2011-12 to 2015-16
in Forest Headquarters (Head of the Department), Thiruvananthapuram aﬁd five
Divisional Forest Offices of Thiruvanaﬁthapuram, Punalur, Thenmala, Wayand

(South) and Wayanad (North__).

Audit observations ,
1.9.3.1 Availability of funds and its utilisation

Kerala Forest Development Fund had ¥131.47 crore as opening balance at
the end of March 2011. During the period from 2011-12 to 2015-16 an amount of
~ T68.02 crore was credited to- the fund and against this utilisation was orﬂy
%10.77 crore (38.31 qrofe for plantations and T2.46 crore for reéearéh), resulting
in an unutilised balance of I188.72 crore in the fund account at the end of
March 2016. Audit anaiysed the reason for this accumulation of funds and

observed the following;
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(i) Availability of funds under other budget heads for same purpose -

As per Rule 3 (7) of KFDF Rules 1989, the Administrator® of the fund
has to make proposals for budget- allocation under the expenditure heads for
utilisation in plantation and research activities, against the balance under the
Fund. To facilitate this, divisional offices should propose the funds required for
plantation in area under their control. However, the budget proposals for the last
five yéafs were less than three per cent of accumulated balance for the
preceding years. Further, audit observed that the department has. been providing
fundé under two other heads of account '4406-01-105-85-Industrial Raw
Materials” and '2406-01-101-89-Pulpwood revo'lvirigl fund®”  for planting
pulpwood trees for industries and during the last five years an-amount of T58.28
crore (327.3 crore and ¥30.98 crore respectively) has been incurred from these
heads. Since a specific fund has been created for the purpose of planting and
maintenanée of softwood and other species of trees, providing of funds in other
heads from state plan could have been avoided and funds could have been
utilised from the fund created specifically for the purpose. In reply, department

stated (November 2016) that KFDF cannot be resorted to as a criterion for

raising and maintenance of species which form raw materials for wood based

industries. However, the fact remains that as per the Act KFDF can be utilised
for other species of trees apart from pulpwood pléntations. Regarding the low
budgeting under KFDF, department stated that making proposal for whole
amount available under KFDF was not feasible as the requirements werc
assessed based on the working/management plan of the divisions. This reply is
not tenable, as the percentage of allocation of the fund was only to the rahge of
1.4 per cent to 2.6 per cent of the total fund available dui‘ing the last five years.

Aud1t noticed that though; the Western India Plywoods limited approached the

19 Chief Conservator of Forests (Developrnent)
20 Revolving fund constituted under the Kerala Forest Revolving Fund for teak and pulpwood Rules 1999.
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forest department for additional pulpwood requirement of 60000 MT, the
request was not met during the period 2011-16. Department stated (November
2016) that due to shift in National Forest Policy (production forestry to
protection forestry) more and more of state forest areas are declared as protected |
areas and planting in new areas are not possible.

(ii) Failure in timely felling and re-plantation _
Funds provided in the budget are to be utilised for the maintenance of -

pulpwood trees already planted as well as for planting new areas for increasing
the production and - productivity of the pulpwood plantations. However,
department failed in timely felling and replanting in an area of 4807.79 ha due
to reasons such as surrender of plantations by industrial units?’, non-inclusion of
thé plantations which were due for felling in the approved working plaﬁlz,
reduction in plantation area due to public protest?> and conversion of plantations
to natural forest?4, | |

Thus, effective utilisation of KFDF for increasiﬁg the plantation area and
also for increasing the quaﬁtum of pulpwood was absent during the last five
years. Department statéd (November 2016) that efforts Will be taken to prepare
a detailed action plan for utilisation of the KFDF.

[Audit paragraphs 1.9.3 and 1.9.3.1 contiined in the Report of the
Comptroller and Auditor General of India for the year ended 31 March
2016 (State Finances)] : : : :

[Notes received from the Government based on the above audit
paragraphs are included as Appendix H] - ' -

Excerpts from Committees discussion with departmental officials.

(71) The Committee made enquiries on the availability and utilisation of
KFDF, and whether there were any restrictions in t:utﬁng down of trees, pose a

threat to public. The Secretary, Finance (Resources) Department informed the

21 Thiruvananthapuram - 504,82 ha, Thenmala - 393.23 ha, Punalur - 314.496 ha and Wayanad (South) - 199 ha.
22 Thiruvananthapuram - 530.51ha, Wayanad (South) -283.33ha and Wayanad (North)- 558.4%ha

23 723.31ha in Wayanad (South) and Wayanad (North) divisions

24 Punalur - 45.9 ha, Wayanad (South)-1247.69 ha and Wayanad (North) - 7 ha
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Committee that 60% of the amount credited to the fund(KFDF) should_be
expended for planting soft wood trees and other spécies of trees and 40%
should be expended for forest research. As per the Keraia; KFDF Rules, Forest
Dcvelopment Tax (FDT) at a rate of 5% is levied on the amount collected over
the sale of forest produce, including teak and hard wood trees, which obviously
increases.'Theré is no separate fund for cutting trees, that pose a threat to life,
and if cufting work costs more th'ah the auction amount, the fund for -disaéter
management would be utilised.

(72) The Committee wanted to know whether unutilised funds in the
Forest Department could be transferred to any other schemes under the Forest
Department itself. The Secretary, Finance (Resources) Department, assured to
submit the reply after examination. | |

Conclusioanecommendaﬁon

(73) The Committee desires to know whether the unutilised funds
in the Forest Department could be transferred to any other schemes
under the Forest Department, and if so, directs to submit a detailed
report regarding the same. — '
1.9.3.2 Utilisation of funds for Forest Research |

" The funds (40 per cent) meant for research activities are to be utilised for
the pro;ects approved by Kerala Forest Development Fund Research Committee
(Committee) and the Committee has been sanctlonmg research projects 1o
various institutions like Kerala Forest Research Insutute Jawaharlal ‘Nehru
Tropical Botanical Garden and Research Institute, Rajiv Gandhi Centre for
Biotechnolbgy, Kerala Agricultural University, Institution of Foresters Kerala
and Research Wing of Forest Headquarters. Audit scrutiny of the records of the
department revealed that, department is not ensuring timély éompletion of
research projects and utilisation of the research results for improvement of

pulpwood plantations in the State. Department stated (November 2016) that
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audit observations are noted for future guidance.

(i) Non-submission of Research Reports

'During the last two decades (1996-16) 85 projects (59 projects for T3.46
crore during 1996-2010 and 26 projects for 3177 érore during 2011-16) were
san-cti.oned and reports of 74 projects (reports of 11 projects sanctioned during
2011-16 are due after Apl_“il 2016) were due for submission before March 2016.
However, final report submission in respect of 55 projects (out of- t-hese,SS
projects, 44 are sanctioned way back during 1996-2010 and 11 during 2011-16)'.
was not evident from thé'records furnished to Audit or not seen discussed in the
Kerala Forest Development Research Committee meeting held during the last
ten year period. Additional Principal Chief Conservator of Forests stated that the
timely completion of Research projects would be ensured in future and the audit
observations were discussed in the last KFDF Research Committee meeting held

on 27.6.2016.

- (ii) Poor follow-up and non-utilisation of research results.

In the case of completed projects, it was stated that the final reports were
forwarded to the Central Library for reference. But Audit noticed that these
reports were not available either from the Library or from the department. Also
the department is not maintaining any records showing the details of projects
Sanctioned, to whorn sanctioned, amount sanctioned and paid and progress of
the project. In the absence of t_hese details the utilisation of results of research
activities could not be ascertéined. Department replied (September 2016) that
the matter will be taken up in the next KFD Research Committec' and as far as

possible a cdpy of the reports would be made available to the library for

‘necessary cross reference.
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(iii) Utilisation of Funds for unintended purposes -

An amount of ¥0.36 crore was diverted from the funds earmarked for
Forest Research activities for the plirchase of vehicles (non-research ﬁctivities)
without the approVal of the Committee. Though, the Chief Conservator of
Forests (Forest Management) had replied that this was done with the prior
approval from Government, no approval was available on record. Thus, despite
sufficient demand from the industrial units for softwood for industrial use,
department’ s efforts to utilise research activities for improving plantation area
or increasing the production of pulpwood were, not evident from the records.
1.9.3.3 Deficiencies in internal control

Plantation journals are permanent records maintained by Forest Range
offices and separate pages are provided in plantation jdumals for recording all
the activities of a plantation from the initial stage to the final felling. Audit
scrutiny revealed that the entries in journals are incomplete and all the details
such as various expenditure incurred, activities conducted, details of inspections
conducted etc., were not recorded. Hence audit could not ascertain the actual
amount expended for raising and maintenance of each plantation.

As per Rule 3(5) of KFD Fund Ruies 1989, the Administrator of the
Development Fund shall fumish to Govenmient every year a report on the
receipt and expenditure of the Fund and Schemes and programmes implemented
during the year under review. Department has not complied with this provision
so far. |
1.9.4 Status of guarantees - contingent liabilities

Guarantees are contingent liabilities on the Consolidated Fund of the State
in cases of default by borrowers for whom the guarantees have been extended.
Section 3 of the Kerala Ceiling on Government Guarantees (Amendment) Act,

2015 which came into effect on 5 December 2003 stipulates that the total

25 Kerala Ceiling on Government Guarantees Act, 2003 has been amended in 2015 and ceiling on outstanding
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- outstanding Government Guarantees as on the first day of April every year shall
not exceed <21,000 crore. The maximum amount for which guarantees were
‘given by the State and outstanding guarantees at the end of the year since 2011-

12 are given in Table 1.26.
Table 1.26: Guarantees given by the Government of Kerala

. - (¥ in crore) _
Guarantees 201112 0 201213 | 201314 | 201415 201516
- Maxlmurﬁ%?noun: guaraneed | 1133201 | 1148235 | 1227531 im0 T :
Outstanding ~_amovnt of 827744 | 000050 | 976336 CTILI2687 T 1243852
guarantees N : ’
Depasu with Reserve Bank _“__-"307'”75? T I Y T 23 20

Criteria as per Kerala Ceiling on' N : r
Government  Guarantees Act, - i ' _i - _
2003 -(Outstanding amount of: 14,000 ! 14,000 14,600 | - 14,000 21,000
guarantees as on the first day of‘ ] Cod o
April) _ : _ § ' o i
Source * Fiiiiince Accouits of the Stae Government - R

The above table shows that there was steady increase in the olitStanding
guafantees at the end of each of last five years and it increased from 38,277.44
-crore in 2011-12 to T12,438.52 crore in 2015-16. However, as a. percentage of
revenue receipts, the guaranteed amount showed steady decline from 30 per cent
~ in 2011-12 to 20 per cent in 2015~16 Wthh is a good mdicator

As per Section 6 of the Act, the Government has to con_stltute a Gual_fa.ntee
Redemption Fund. The guarantee commission charged 'undér Section 5 of the
VAct was té foﬁ_n the corpus of the Fund. However, the Fuﬁd had not be'en
- constituted and consequently, guarahtee commission of ¥752.78 croré collected
during 2003- 04 to 2015-16 had not been credited to the Fund but was treated as
non-tax févenue in the relevant years ancrl' used for meeting the revenue
expenditure of the Government.

During fhe year, an amount of ¥88.83 crore was recei\}ed as gﬁarantee
~commission and as of March 2016, T96.96. crore was due as arrears in this

regard.

Government guarantee at the end of the year has been revised from 14000 crore to 221000 crore
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-1.10 Debt Management
Apart from the magnitude of debt of the State Government, it is 1mportant

to analyse various indicators that determine the debt sustainability of the State.
This section analyses sustainability of overall debt Liability of the State
Government in terins of growth rate of debt and GSDP, Debt-GSDP ratio, Debt-

RR ratio, impact of growing debt on interest payments, etc. These indicators for

the last five years are given in Table 1.27.

Table 1.27: Debt sustainability: indicators and trends

‘ (Tin crore)
Tndicators of Debt Sustainability 2011-12 2012-13 2013-14 201413 2015-16
Outstanding Debt of the State . 93132 108477 124081 141947 160539
Growth rate of Debt 13.0 16.5 14.4 14.4 13.1
Gross State Domestic Product(GSDP) 364048 412313 462916 519896 585467
Growth rate of GSDP 38.0 13.3 123 - 12.3 12.6
Debt-GSDP ratio (per cent) T 25.6 26.3 26.8 27.3 274 |
Debt-Revenne Receipt ratio 2.5 2.5 2.5 2.4 2.3
Average interest? paid on outstanding 7.2 7.1 7.1 13 7.3
debt '
.| Percentage of interest paid on revenue 16.6 16.3 16.8 16.9 16.1
Receipt _ .
Per capita debt of the Staie - 27,884 32,478 37,150 42,499 45,095

Source ; Finance Accounts of respective years

Table 1.27 showed a decreasing trend in growth rate of debt from 2012-13
onwards. However, during the last ﬁve years Debt-GSDP ratio had showed an
increasing trend and it increased from 25.6 per cent in 2011-12 to 27.4 per cent
in 2015-16. This was dﬁe to higher growth rate of debt, compared to GSDP.

Interest payments as a percentage of revenue receipt was between 16 to 17
per cent which indicated the steady growth of revenue receipt compared to the
ever increasing liability on interest payments. |

1.10.1 Public Debt management
" Public debt of the State comprises of debt raised from internal sources as

well as loans and advances received from Government of India. Over the years

loans raised from open market has been the main source for the State

26 Average interest rate = Interest paid/average of opening and closing balance of debt for the year
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»s  Government to meet its fiscal needs. Loans raised by the State Government

during the last five years, repayments made with interest and net amount

available from the resources are given in Table 1.28.

Table 1.28 : Net resources available in Public Debt

(Tin crore) '

Description _ 2011-12 ' 2012-13 "}""""561}14 201415 201516
Public Debt

Internal Debt o , _
Open Market Borrowings 8880 11583 12800 | 132000 15000
'Loan from Financial Instritutions - a1 a0 Tso 552 600
Special securities issued to NSSF "0 T e T ses 32 1455
‘Others s 86 84 "222_“87
‘Total Internal Debt e T 12709 13950 15106 17142
Loans and Advances from GOI | 407 552 392 752 531
Total Public Debt Receipts | 9799 & 13261 14342 | 15858 | 17673
‘Total Public Debt Payments 2893 | 2804 3126 3191 | 4075
‘Total interest paid on Public Debt; 4532 | 5255 6151 7301 -8358
“Net Debt available T3 s 5065 5366 5240

Source - Finance Accounts of respective years

Table 1.28 shows that though the total public debt receipt increased from 13,261

crore in 2012-13 to T17,673 crore in 2015-16, there was not much increase in the net debt

available with the State for its development activities. Also, during 2015-16, élmost 70 per

cent of the loans raised by the State Government has been utilised for servicing debt, since -

the State had no surplus revenue to meet this liability. Status of State's non-debt receipt

against total expenditure in last five yeais is given in Table 1.29.

Table 1.29 : Incremental non-debt receipts and total expenditure

(¥ in crore)
 Year Non-Debt con(igoa:edt}l to Total co$£ to | Resource Gap
Receipt last year Expenditure last year
2011-12 ‘ 38081 7021 50896 12105 -5084
2012-13 44226 6145 59228 8332 2187
2013-14 49300 5074 66244 7016 11942
201_4— 15 58102 8802 76744 10500 -1698
2015-16 69214 1112 87032 10288 824
Source : Finance Accounts of respective years
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The resource gap (gap between incremental non-debt receipts and incremental
total expenditure) was negative from 2011-12 to 2014-15, which indicated that
incremental non-debt receipts were inadequate to finance incremental primary

expenditure and incremental interest burden. However, resource gap reduced

from 2011-12 and it became positive in 2015-16, which is a positive indicator.

Table 1.30 : Maturity profile of Public Debt

Debt maturing 2011-12 = 2012-13 | 2013-14 | 2014-15 | 2015-16
Up to one year 2154.64 | 2569.25 | 2674.90 3289.26 | 375L61 .
Gy . 36 | (32 (B4 B4
Onetothrec years 840113 | 579105 | 6829.83  9139.85 1224313
| (13.6) | (8.0 82 . ©5  @n
Three to five years -~ 9100.09 | 9100.72 | 12058.34 | 13265.26 13284.34

(14.7) (12.6) | (14.4) | (13.8) (12.1)

- 13156.00 | 1318139 13165.08 | 16667.64 . 22808.05
: |

N QL3 | (182 (15.8) | (17.49) © (20.8)
Seven years and above | 24240.81 | 36932.83 | 44048.78  48958.69 | 52857.95
(39.2) . (5LD) (52.8) | (50.9) | (48.2)
© Maturity profile details not 474042 | 467495 | 4680.63 481226 = 478590
furnished by State Government = (7.7). | (65 . (56) | (500 | (44

" Source : Finance Accounts of respective years
The debt maturity profile of the State given in the Table 1.30 shows that 26.6
per cent of the debt amounting to ¥29,279.08 crore has to be repaid within five
years. Also 47.4 per cent (352,087.13 crore) of the debt has to be répéid by
March 2023 (within seven years). Steep increase in State Government's open
- market borrowings occurred from 2007-08 onwards and this will have adverse
impélct- on State finances from 2017-18 onwards. State Government has to ensure
additional revenue resources to meet this debt burden.
1.11 Fiscal Imbalances . :

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 Governmen_t accounts

represents the gap between its receipts and expenditure. The nature of deficit is
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an indicator of the prudehce of fiscal managemeht of the Government. Further,
the ways in which the deficit is financed and the resources are raised and
applied are important pointers to its fiscal health. This section presents the
trends, nature, magnitude and the manner of ﬁnahcing these deficits -and also the
assessment of actual levels of revenue and fiscal deficits vis-a-vis targets set
under the Fiscal Responsibility Act/Rules for the ﬁﬁéncial year 2015-16.

1.11.1 Trends in deficits |
Charts 1.12 and 1.13 present the trends in deficit indicators over the period 2011-2016.

Chart 1.12 : Tremds in defich Indicasars ( $in crare)
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The revenue deficit of the State which indicates the excess of its revenue
expenditure over revenue recéipts, increased steadily - since _2011—12 indicating
 disproportionate growth of revenue expenditure or low growth rate of revenue
receipts. However, the State Government could reduce thé revenue dgﬁcit
during ‘2015-16 due to the recéipt of Post Devolution Revenue Deficit Grant
(34,640 crore) from Government of India, based on the récommendations of

Fourteenth Finance Commission.
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The fiscal deficit, which represents the total borrowings of the
- Government and its total resource gap also increased Steadily during the la:gt five
~years. It has been increasing from 2011-12 ;md there was decrease in the year
2015-16 due to -1_'ec‘eipt of Finance Commission grant as stated above.

Similarly, primary deficit alsb decreased during 2015-16, compared to
2014-15 due to the receipt of Finance Commission grant.

As a proportion of GSDP, primary, revenue and fiscal deficits were
‘lowest during 2015-16 whi_ch. was mainly attributed to the receipt of 34,640
crore received as Post Devolution Revenue Deficit Grant. ’

1.11.2 Components of fiscal deficit and its financing pattem

The ﬁnahcing pattern of the fiscal deficit has undergone a compositional

shift as reflected in the Table 131 Receipts and disbursements under the

componénts of ﬁnancing the fiscal deficit during 2015-16 are given in Table 1.32.

‘Tabie 1.31: Components of fiscal deficit and its financing pattern

‘ - (T in crore)
Particulars -~ | T l2011-12 [2012-13 12013-14 201415 2015-16
'Decomposition of fiscal deficit ) T T
1. Revenue deficit 18035 9352 1309 13796 . 9657
'3, "Net Capital expenditure 837 Tasss 4275 4227 472
3. Netloans and advances . 543 1062 1360 619. 689
Total fiscal deficit i T ;8IS (15002 (16944 1864z 17818
Financing pattern of fiscal deficit * ) - \ | -
i. " "Market borrowings 17496 110571 373 11777 112886
2. Loans from Government of India 36 526 40 'f402 e
'3 Special Securities issued t0 National|(.)491 132 (a2 525 73

Small Savings Fund - : : o | ; .

"4, "Loans from Financial Insitutions O7  eu 77 é(-)'69 T
'5.  Small savings, PF, etc. 3839 3686 a3l i3es sz
6. Deposits and Advances TTen i 188 165 (93280
7. Suspense and Miscellaneous o 852 2 (-)946 78 T4
& Remitances o f’(-)157 RE 168 260 109
9. others B 532 (379 (-)68 164 1959
10. Total(1to 9) 1548 (15902 114531 718013 19396
1. Increase(-)/Decrease(+)in Cash Balance - 1267 (900 2413 3629"’ (1578
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'Overall deficit

v 12815 (15002 | 16944 18642 i"i';"sis'"
% All these ﬁgures are net of disbursements / outflows durmg the year -
Source : Finance Accounts of respective years. B
Table 1.32: Receipts and disbursements under components ﬁnancmg the fiscal
deficit during 2015-16
(2‘ in core)
S1.No. Part:lculars Receipt | Disbursement | Net
1. Market b borrowmgs S 15000 24 12886
2. Loans from Government of India 531 3627 169
3 él_x_:_claj Securities Issued to National Small A 1455 724 731
: Savings fund
4 d;_I-,oans from Financial Institutions 600 - 664 C6d
5 Simall Savings, PE, eic sopas a6 mw
6. Deposits and Advances 4547 7827 AT
"7 suspense and Miscellaneous 103331 102557 ! 714
8 ﬂﬁé;li“ttiﬁcé_s o 10175 10268 T ()93 .
9 Others - T T 409 | . 468 Y TR
107 Total(110 9) 186296 | 166900 19396
11 Increase(-WDecrease (+) in Cash Balance | 1651 3229 i (1578
12 Overall deficit A | ' 17818

5ource Fmauce Accounts of the State Govermment

Table 1;31 reveals that during the last five years, market borrowings and

net accretions in Public Account (especially in Small Savings, PF, etc.) are the

- main source of the State Government to finance the fiscal deficit. During 2015-16 also,

net market borrowings (312,886 crore) and net accretions in Small savings,
PF,etc (38,332 crore) were used for bridging the fiscal deficit of the State.

During 2015-16, the State Government raised I 15,000 crore és market

loans at a weighted average interest rate of 8.25 per cent, loans afnounting to

X600 crore from NABARD at an interest rate of 6.25 per cent to 7 per cent, 1,455.20

- crore from National Small Savings Fund at an interest rate of 9.5 per cent and %31.02

crore from NCDC at an interest rate of 11.45 per cent. The State Government also

received loans amounting to Y531 crore from the Government of India during the year for

which the details of interest rate on all loans were not available.
The State Gov.ernmént has been mobilising deposits fr_oin its employees,

pensioners, institutions and general public through treasuries. During 2015—16,
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the State Government received ¥33,053.82 crore as deposits through Treasury
Savihg Bank accounts at an average interest rate of five per cent and 79522.18
crore as Treasury Fixed Deposits at interest rates raﬁging between 7.5 per cent
and 9.5 percent. The balance of such deposits as on 31 March 2016 was
4 21; 515.04 crore. This is 35,615.38 croré more than the previous year's balance -

1.11.3 Quality of deficit
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 Stﬁte’s fi.ances.
The ratio of revenue deficit to fiscal deficit indicates the extent to which
borrowed funds were used for current conSumption. Further, persistently high
ratios of revenue deﬁc_:it 'to_ fiscal deficit also indicate that the asset base of the
State was continuously shrinking and a part of the borrowings (fiscal liabilities)
did not have any asset backui)_. Thel bi_furcatioh of the primary deficit (Table
1.33) indicates the extent ‘to which the deficit has been on accoﬁnt of
enhaﬁcement in capital expenditure which may be desirable to improve the

producﬁve capacity of the State's economy.

Table 1.33: Primary deficit/surplus - bifurcation of factors

, (% in crore)
'Non-debt : Primary | Capital | Loans | Primary | Primary : Primary !
Year receipts. - revanue : expenditue ' and | expenditue < tevenue ! deficit(-)/
(NDR)  expenditue - | advancs - deficit(-)/ | surplus{+) -
_ ' _ surplus‘(+)i o
N 4 57 63y T02-3) T8(2-6)
2011-12 38081 3397"5’1"” 13853 998 44602 (1670 (6521
2012-13 44226 146254 . 4603 1136 52023 (2058 (97797
201314 149300 52221 (4294 (1464 (57979 ()2921 (8679
201415 (58102 (61976 4255 74366974  (OBT4 (8872
201516 169214 97579 7500 842 75921 1635 E 3()6707 o

Source: Finance Accounts oﬁes;;ecnve years

The bifurcation of the factors leading to primary defxcn of the State
reveals that during 2011-12 to 2015-16, non-debt rec-elpts {(NDR) of the State

/home/fcpdg/Documents/Rehini, V.8/2023/PAC/Reports/Diraft Report{ Finance Department}11.08.23.0d/05.12.2023,23.01.2024



71

were not enough to meet the primary revenue expenditure?’ of the. State.
However, the position has improved and there was prmlary revenue surplus of |
31635 crore during 2015-16. Though the Government had to depend on
~ borrowed funds even for meeting primary expenditure till 2014—15, the situation
improved in 2015-16 due to increased revenue collection of the State as well as
receipt of Post Devolution Revenue Deficit Grant. |

1.12 Conclus:on
Fiscal posmon of the State

As in the previous year, revenue resources of the State were insufficient to
meet its revenue expenditure and the State had a revenue deficit of .?9,657 crore
in 2015-16. But due to receipt of Post Devolution Revenue Deficit Grant of
34,640 crore from Govefnment of India, based on the recommendations of
Fourteenth Finance Commission, the State could reduce revenue déficit
considerably, compared to 2014-15. However, fiscal deficit (¥17,818 crore)
continued to be high and it was 3 per cent of the GSDP against 3.6 per cent in
2014-15. Share of revenue deficit in fiscal deﬁcit als‘é came down tc 54.2 per
cent in 2015-16 against 74 per cent in 2014-15, |

Revenue resources of the State
Revenue receipts (369,033 crore) of the State mcreased by 11,082 crore,

compared to the previous year, recording an increase of 19 per cent. More than
50 per cent (36,178 crore) of this increase was contributed by share of union
taxes and grants-in-aid from Government of India. Though, State's own tax
revenue increased -by 73,763 crore, its growth rate (11 per cent) was much less
than the gfowth rate of revenue receipts (19 per cenf) and also less than the
growth rate of GSDP (13 per cent). Substantial increase was noticed in the
receipt of non-tax revenue due to inéreased receipts under State Lotteries. But
net yield from the sale of lotteries was less due to increased expenditure on

distribution of prizes, agent commission, etc.

27 Primary revenue expenditure represents revenue expenditure less expenditure on interest.
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Revenue Expenditure of the State

-
. .

During the last five years, lowest growth raie (9.7 per cent) of revenue
expenditure was in 2015-16. As in the previous year, plan revenue expenditure
recorded a better growth rate (17.5 per cent) than non-plan revenue
expenditure(8.4 per cenf) during 2015-16. Though interest payments and
pensions recorded an increase of 14 per cent and 16 per cent respectively during
201.5-16_, growth rate of payment of salary and wages was less than 10 per cent.
During the year committed expenditure of the State consumed about 71 per cent
of the revenue receipts, but this was lowest during the last five year period. |

Quality of expenditure o
State's share of expenditure on education and health in total expenditure

was higher than General Category States, but in respect of development
expenditufe, social sector expenditure and capital expenditure, State's
performance was poor comparing fo General Category States. State's
expenditure on share capital investments and release of loans and advances o
Government companies, Public Sector Undertakings, etc. continued without any '
improvement in the return on these expenditures. A

Reserve Funds and liabilities

Cdnsolidated Sinking Fund was constituted with the aim to amortize the
outstanding liabilities of Government, but Government did not contribute to the
fund during 2015-16. Non-contribution of required .amount to the fund would
reduce the debt redemption options of the Government in future. | |

Kerala Forest Development Fund was constituted for planting and
maintaining softwood and other species of trees which form raw materials for
industries, but due to non-utilisation of accruals in the fund-as envisaged in the
Act, funds accumujated in the Reserve Fund.

Debt management

Though growth rate of debt liability showed a declining trend during the
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last four years, debt-GSDP ratio showed a steady increasing trend during the last
five years indicating increased growth rate of debt compared to GSDP. Public
Debt receipt of the State increased by 80 per cent during the last five years, but
during 2015-16 more than 70 per cent of the receipt was utilised for redemption
of debt liability during the year. Debt maturity profile shows that 47.4 per cent
(¥52,087.13 crore) of the debt has to be repaid by March 2023,

1.13 Recommendations

* Government may take necessary steps to improve the growth rate of
State's own tax revenue to meet the increasing burden of interest
payments and pensions.

*State may improve its Capital expenditure and Development
expenditure so that it can match those of General Category States.

* Measures may be taken to improve the utilisation of Kerala Forest
Development Fund to achieve its objectives.

[Audit paragraphs 1.9.3.2 to 113 contained in the Report of the
Comptroller and Auditor General of India for the year ended 31 March
2016 (State Finances)]

[Notes received from the Government based on the above audit
paragraphs are included as Appendix II]

Excerpts from the Committee's discussion with departmental officials.
(74) When enquired about the audit observation in utilisation of funds

for Forest Research, The Secretary, Finance Department replied that 17 out of
the 21 projects sanctionea by KFRI (Kerala Forest Research Institute) had been
completed and the details of present status of remaining projects would be
furnished to the Committee. The Committee wanted to know the reason for the
delay in completion of research projects and submission of reports and also the
reason for the diversion of funds for research activities to non-research activities
without the prior approval of Government.

(75) Committee observed that though the projects were approved by the
Kerala Forest Development Fund Research Committee (KFDFRC), the

department was not ensuring the timely completion of the research result, for the
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improvement of pulp wood, plantation etc. Committee also suggested that in the
case of completed projects, the final project report were to be forwarded to the
central library for reference. Committee strongly recommended that the
department should take necessary steps for maintaining the records showing the
details of projects sanctioned, amount sanctioned and the progress of the project,
and also ensure the timely completion of research works and avoid delay on

submitting the reports.

Conclusion/Recommendation

(76) The Committee expresses its displeasure over the delay in the
completion of Research projects and submission of final project Report
and the diversion of funds to non-research activitics. The Committee
therefore strongly recommends that effective measures should be taken
for the proper maintenance of the records showing the details of the
projects sanctioned, amount sanctioned for the projects and the progress
of the projects. The Committee also directs to ensure prudent utilisation
of funds, timely completion of Research works and timely submission of
final Research Reports.

CHAPTER II

FINANCIAL MANAGEMENT AND BUDGETARY CONTROL
2.1 Introduction

2.1.1 The 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 charged Appropriations for different purposes, as specified
in the schedules appended to the Appropriation Acts. These accounts list the
original budget estimates, supplementary grants, surrenders and re-
appropriations distinctly and indicate actual capital and revenue expenditure on

various specified services vis-a-vis those authorised by the Appropriation Act in
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respect of both charged and voted items of the budget. Appropriation Accounts,
thus, facilitate the 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 actually incurred under various
Grants is within the authorisation given under the Appropriation Act and that
the expenditure required to be charged under the provisions of the Constitution
is so charged. It also seeks to ascertain whether the expenditure so incurred is in
conformity with the law, relevant rules, regulations and instructions on the
subject.
2.1.3 As per the Kerala Budget Manual, the Finance Department is responsible
for the preparation of the annual budget by obtaining estimates from various
departments. The departmental estimates of receipts and expenditure are
prepared by the Heads of Departments and other Estimating Officers and
submitted to the Finance Department on prescribed dates. The Finance
Department consolidates the estimates and prepares the Detailed Estimates
called 'Demands for Grants. In the preparation of the budget, the aim should be
to achieve as close an approximation to the actuals as possible. This demands
foresight in anticipating revenue and expenditure. An avoidable extra provision
in an estimate is as much a budgetary irregularity as an excess in the sanctioned
expenditure. The budget procedure envisages that the sum provided in an
estimate of expenditure on a particular item must be that sum which can be
expended in the year and it should not be over or under expenditure. A saving in
an estimate constitutes as much of a financial irregularity as an excess in it. The
budget estimates of receipts should be based on the existing rates of taxes,
duties, fees etc.

Deficiencies in the management of budget and expenditure and violation of the provisions

of Budget Manual noticed in audit have been discussed in the subsequent paragraphs.2.2
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2.2 Summary of Appropriation Accounts

The summarised position of actual expenditure during 2015-16 against

4’7 Grants/Appropriations is given in Table 2.1.

Table 2.1: Summarised position of actual expenditure vis-a-vis original/

supplementary provisions
7 (T in crore)
Nature of Original | Supplementary Total Actual Savings(-}/ EWSavings/ 1
Expenditure Grant Grant/ | Expenditure |  Excess(+) | Excessin |
Appropriation | Appropriation L ? | percentage |

TRevenue | 7449893 | 6486.42 80985.35 | 6843850 | (-)12546.85 155
I Capital 9206.06 1233.78 10439.84 | 7490.29 | (-)2949.55 283
' Toans and| 845.48 12873 | 974.21 '842.25 | (-)131.96 135
: Advances :
[Total voted | 84550.47 | 7848.93 | 92399.40 | 7677104 | (-)15628.36 | 16.9
: N I e I [ S s
:Charged ‘
IV Revenue | 11325.63 84.01 11409.64 | 11447.26 3762 | 03
V Capital 3629 | 67.48 | 103.77 98.13 (564 | 54
VI Public Debt 14977.98 0 14977.98 | 6060.74 (-)8917.24 | 59.5

Repayment : .
Total Charged | 26339.90 | 15149 | 26491.39 | 17606.13 | (-)8885.26 335
Appropriation to Nil Nil Nil Nil Nil NI
contingency
Fund (if any)
| Grand Total 110890.37 | 8000.42 | 118890.79 | 94377.17 | (-)24513.62 @ 20.6

Source: Appropriation Accounts 2015-16 and Appropriation Acts

The overall savings of ¥24,513.62 crore was the result of savings of
324,744.39 crore in 44 Grants and 19 Appropriations under the Revenue
Section and 27 Grants and six Appropriations under the Capital Section
Appendix III (Appendix 2.1), offset by excess of ¥230.77 crore in three
Appropriations under the Revenue Section and one Grant under Capital section.
Overall savings increased from 19.5 per cent in the last year to 20.6 per cent in
2015-16 indicating increasing deficiency in the budgetary process.

Audit further analysed utilisation of budget allocation under voted
category in revenue and capital section separately and observed that in 29

Grants (each having savings exceeding Y100 crore) budget aliocation of
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316,807.79 crore remained unutilised in plan and non¥plan category as detailed

in Table 2.2.
Table 2.2 : Savings under Plan and Non-plan category

, { Yin crore)
Category l""ﬁa'bf . Original | Supple- '  Final | Savings | %of
. grants | budget mentary Expenditure | savmg
Reveriuéiiiiaf{“"'—""""5""""i'd"""g" 1201204 | 227141 | 974437 | 4539.08 | 318
Revenue-Non-Plan gl 49527.43 265364 43860.73 83"2"63’1"’%’ 159
- Capital-Plan 7 ig”f),347.03 a 339.28 221542 197089 | 471
Capital- Non-plan ___3_238’715%7 15 62467 ¢ 1977.48 @7”"’7’5.’0”‘" |
“Total 29 1 67973.65 %"' 5279.33 | 5644519 | i6807.79, 229

Source: Appropriation 'Accounts 7(5‘[5’1“6'
Grant-wise details of the above information are given in Appendix III

(Appendix 2.2). Apart from the above savings, it was also observed that in
- Grant number XLi-Transports (Revenue-Non-plan-Charged) substantial portion
.of budget allocation(¥86 crore out of ¥86.03 crore) remained unutilised at the
end of the financial year. Similarly, entire budget allo_catioﬁs under XXXVIII-
VIrrigation (X5 crore- Capital«Non—plan;(;harged) and XXI- Housing (%3 crore-
capital - Non-plan-voted) were not utilised during the year.

[Audit paragraph 2.1 contained in the audit report of the Comptroller and
~ Auditor General of India for the year ended 3I* March 2016 (State
Finances)]

[Notes received from the Government based on the above aud1t
paragraphs are included as Appendix II] - - ,

Excerpts from committee's discussion with departmental officers.
(77) The Committee enquired whether the Finance Department

considered the status of utilisation of previous years while preparing the budget
for the ensuing year and whether the Finance Department had any monitoring
meéhénism to exercise proper appropriation control. The Seéretary, Finance
(Resources) Department replied that status of utilization of previous years were
examined before budget preparation . for the ensuing year. The Diréctor,
Treasury Department informed the Committee that upgradation of treasury

procedures in IFMS had ensured 100% appropriation control. He further added
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that even a single bill could not be generated without an allotment to the -
implementing through. Budget

System(BAMS)

officer Allocation and  Monitoring

Conclusion/Recommendation

) (78) No Comments
2.3 Financial Accountabi]ity and Budget Maﬁagem_ent
2.3.1 Appropriation vis-a-vis Allocative Priorities -

Audit of Appropriation of Accounts revealed that savings exceeded 100
crore and also more than 23 per cent of the total budget prov1smn in 14

Grants/Appropnauons as detailed in Table 2.3.

Table 2.3: Grants/Appropriations showing substantial saﬁngs

_ (? in crore)
SLN: Grant number and Name |  Total Grant/ 47 Expendlture - Savings
0. | ' - Appropriation | :
Revenue-Voted I | o
1. I Heads of States, Ministers and 630.27 437.62 | 19265
Headquarters Staff B '
2. XIX Family Welfare 579.16 43620 | 142.96
3 XX]] Urban Development 932.90 287.07  645.83 '_
4. XXVIRelief on Account of Natural 468.00 35182 . 1 H618
. Calamities .
5. XXXV Panchayat 551.66 34385 . 20281
6. . XXXVI Rural Development 2982.23 224219 740.04
7. xuwm 6493.05 T 4217.24 227581
Compensatlon and Asmgnments
Capltal - Voted S o B ‘
8. Xl Police 107.72 L 3.66 10406
o XX Waier “Supply and Sanitation 3351816028 17490
10. XXV~ Welfare of Scheduled Castes/|  283.63 . | 57.01 122662
.Scheduled Tribes/Other Backward Classes ‘
and Minorities L
1. XXVII Miscellaneous Economic |- 2088.88 910.00 © 1178.88
“Services 9 o
2. XXIX Agriculure | 43318 28396 | 149.22
13. " XLI Transport - 1217.94 658.86 | 559.6’8”
Capitai-Charged B - T
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~ 14, Public Debt Repayment | 1497798 | 6060.74 | 8917.24 |

T, ] o 1 ]
Total - 32081.78 i 16455.50 15626.28

Source: Appropriation Accouiits 201516 T .

It was also observed that the savings under above 14 Grants/

Appropriations was more than 64 per cent of the total savings during 2015-16.

2.3.2 Persistent savings

Persistent savings of ¥ 100 crore or more were noticed in ten cases for the

last three years as shown in Table 2.4.
Table 2.4: Grant-wise persistent savings

(¥ in crore)
SL Number and Name of Amount of savings
(No. ' GranAppropriation [ “35i314 | 301415 | 201516
Revenue -Voied S
1 XIX Family Welfare 1 14557(29) | 148.52(27) 142.96 (25)
2. XXM Urban Development | 1125.04 (84)| 948.83(75) | 64584(69) .
3. XXV Welfare of SCy/STs/ Other | 262.57(15) | 533.94(23) | 405.69(16) |
backward classes and i
. minorities E : :
4. XXIX Agriculture 23L15(1) | 51290 (21) | 498.24(18)
‘Capital - Voted ‘ "
5. XX Water Supply and Sanitation | 13.33(3) | 140.30(52) | 174.90(52)
6. - XXVII Miscellancous Economic | 242119 (86) | 136172 (96) | 1178.88 (56)
Services : 5 .
T - XXXV Industries 1653820 T 365.83(51) | 13335(i9)
8 XXXV Irrigation 396.46 (66) | 645.03(79) | 107.28(24) .
9. XLI Transport " 105174 (56) |  118.61 (16) 559.08 (46) N
Capital - Charged | ' -
-10.  Public Debt Repayment . 16859.49 (68)| 8349.59 (59) | 8917.24 (60)

Source: Appropriation Accounfs for rcspec& Ve years.
- Figures in parenthesis are percentage of savings with respect to budget aflocation

Further analysis revealed that overall savings under the above Grants were
due to persistent savings under a few subheads (schemes/activity), which |
indicated failure of the respective Controlling Officers and the Finance
department in making a realist’ic-assessment of the budget requirement Based on
the expenditure of the previous year and also the ability of the department to
utilise the funds.

Details of schemes where persistent savings of ¢ one crore or more was
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noticed, are given in Appendix III (Appendix 2.3). a =
2.3.3 Excess over provision during 2015-16

The Appropriation Accounts disclosed excess expenditure of %161.54
crore under Revenue Section in three? appropriations and ¥69.23 crore under
‘Capital section in Grant- Public Works’ which require regularisation under
Article 205 of the Constitution. The sub-heads in which expenditure exceeded

the appropriation under the Grant are detailed in Table 2.5.

Table 2.5: Sub-heads in which expenditure exceeded the approj)riation

7 (R in crore) |
Sl. ©  Head of account and name of the scheme Final | Expendxture Excess
No. Appropriation | ;
'2049-Interest Payments - Charged (Non-plan) ' S
"1 03-115-98-Fixed Time Deposits i 659.78 673.12  13.34
"2 . 03-104-99-Interest on General Provident Fund 1563.82 |, 162589  62.07
3. 03-108-99-State Life Insurance Official Branch ' 15000 T 121 aim
4. 04-101-99-Block Loans for State Plan Schemes L 157.24 17713 19.89
75 0310%-95Kerala State Government Employees 98.00 1097 1297
Group Insurance Scheme : , 1
' 4059 Capital Outlay on Public Works - Voted (Non-Plan) B
" 6. 01-051-75-Construction of office building for 0.38 i 778
Commercial Taxes Department . ~. 7 L 7.40
5054-Capital Outlay on Roads and Bridges- Voted (Plan) ‘ T
~ 7. TR0-001-99-Establishment charges transferred om|  229.02 | 29322 | 6420
percentage basis from 3054-Roads and Bridges : z

""Soruce: Detailed appropriation Accounts 2015-16
In the case of item number 4, 2049-04-101-99-Block Loans for State Plan

Schemes, original budget allocation was 3210.04 crore. Subsequently,
Controlling Officer surrendered an amount of I52.80 crore, which resulted in
final excess of ¥19.89 crore (final expenditure was 177.13 crore) Similarly, in
‘the case of 4059 01-051- 75-Construction of office building for Commercial
Taxes Department, major portion of the original budget allocation was
surrendered (34.62 crore out of ¥5.00 crore) without anticipating the

expenditure of ¥7.78 crore finaily incurred from the head of account.

28 Debt charges : ¥154.71 crore, Pension and miscellaneous : ¥6.74 crore and public works : T 0.09 crore.
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2.3.4 Excess expenditure over provisions relating to previous
years requiring regularisation

As per Article 205 of the Constitution of India, it is mandatory for a State

“Government to get excesses over Grants/Appropriations regularised by the State

Legislature. Although no time limit for regularisation of ‘expenditure has been
preséribed under the Article, the regularisation of excess expenditure is done
after the complétion of discussion of the Appropriation Accounts and the
connected Audit Report by the Public Accounts Coinmittee (P_AC.). Excess
expenditure under 13 Grants andl five Appropi'iatibns amounting to ¥817.61 cfore |

for the years 2011-12 to 2014-15 was to be regularised (October 2016) as .

- summarised in Table 2.6. The year-wise and Grant-wise amounts of excess

expehditure pending regularisation and the stage of consideration by the PAC
are detailed in Appendix III (Appendix 2.4).

Table 2.6: Excess over provisions relating to previous years

requiring regularisation
, 7 (¥ in crore)

- Year Number of - ! provision

: - Giént o Appropriation | R
20027 T T T 3450
20037 s | 4043 .
20318 T T ﬁ_” 4 T 56068
. "'2‘01*4;:'{5_‘_ o - A_ 1 | 192.00 “
~ Total - 13 5 - 817.61 |

Source T As per records maintiinéd b Yy the Principal Accotintant GeneraI(G&ZS‘SA )

[Audit paragraph 2.3.1 to 2.3.4 contained in the audit report of the |
Comptroller and Auditor General of India for the year ended 31* March
2016 (State Finances)] ' : '

[Notes received from the Government based on the above audit
paragraphs are included as Appendix IT]
Excerpts from Committee's discussion with departmental officials.

(79) The committee enquired why the Department had not taken any steps to

regularise the excess expenditure mentioned in the Audit report even after the
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PAC Report recommended the same. The director, Treasury Depart@ent
enhghtened the Committee that Appropnatlon Accounts vetted by AG, would be
~ submitted as appropriation bills in Legislature. When it is passed in Legislature,
it will be regularised. He supplemented that all these processes related to
Treasury Department had been carried out accurately. Regarding this issue, the
Senior DAG brought to the notice of the Committee that the Department would
usuaily submit delayed reports when asked to furnish the latest status. She
further opined -that effective measures should be taken for the enactment of
Appropriation  Act. The witnes:s, Additional Secretary, Finance (Se‘crét)

Department agreed to take necessary action.

Conclusion/Recommendation

(80) No Comments
2.3.5 Unnecessary/Excessive Supplementary provision

: Supﬁlementa‘ry provisions a_ggregating. to T781.10 crore, obtained in .20
Grants/Appropriations (Jone crore or more in each case) during the year, proved
unnecessary as the expenditure did not come up to the level of even the original
provisions as detailed in Appendix I (Appendix 2.5). Since there was
sufficient savings in the original budget allocation, the option of re—r
appropriation of funds between heads of account (where savings are noticed)
within the Grant/Appropriation could have been resorted to by the Chief
Controlling Officers (for heads of accounts which require funds) instead of
proposing Supplementary Demands for Grants (SDG). Further scrutiny revealed
that ¥434.52 crore (out of ¥781.10 crore) were obtained in February 2016 and
the departmental officers/chief controlling officers had ample opportumty to
assess the expenditure of various heads of account under their control, for re-
appropriation of savings, to needy heads of accounts. |

Audit further scrutinised the utilisation of supplementary grants obtained
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for schemes/activity under the above Grants/Appropriation and deﬁc‘iencies. in

utilisation of these supplernentary grants were as follows:

(i) Grant number I (Revenueﬂ_—Voted)

The supplementary grant of ¥1.30 crore, obtained in February 2016 was to

- regularize the additional authorisation issued under the head of account 2011—

02- 101- 99—04—Travelhng Expenses and 103—99—02 wages Since there was

sufficient savings under the above subheads and the savings (exce'e_ding the

~amount obtained as SDG)' the additional authorisation could have been

regularized by re- appropriation of funds among the object headé below. the

subheads, instead of going for SDG

| (ii) Grant number II (Revenue-Voted)

Supplementary grant of ?2.52--crore obtained - in February 2016 under

‘various subheads below the minor head 2052-090-Secretariat could have been,

avoided since the final expenditure under the head of account was less than
(38.57 crore) the eriginal budger allocation. Hence the savings available under
the minor head could have been re-appropriated instead of moving for SDG,
(iii) Grant number VI (Revenue—Voted) ,
Supplementary grant of ¥two crore obtarned in February 2016 under the

head of account 2029-103-99 was not utilised a.nd surrendered at the end of the

| year.

(iv) Grant number VIII (Revenue-Voted)

Supplementary grant of 15.96 crore obtained in February 2016 under the
head of account '2039- 001-95-Campaign against alcoholism’  was not fully
utilised and ¥13.09 crore was surrendered at the end of the year.

(v) Grant number XVII (Revenue-Voted) |
-Supplementary grants were obtained in February 2016 under two heads of

account '2202-03-102-97-Mahatma Gandhi University’  (¥One crore) and |
'2203-112-61-Kerala State Science and Technelogy Museumn’  ( Ztwo crore) but
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the funds remained unutilised at the end of the year.
(vi) Gi'ant pumber XXXIX (Revenue-Voted)

Supplementary grant of I1.60 crore, ¥22.40 crore and ¥2.60 crore were

| obtained in February 2016 fespectively under the headsl of account '2801-80-
101-99- Subsidy to the KSEB towards power tariff concessions', '2801-80-101-

' 92- Assistance to KSEB to compensate the loss sustained on account of write
off of the Eiectriciiy charges of KWA' and '2801-80-101-91-Innovation fund

- and ESCOT'. But the funds remainéd unutilised at the end of the year.

(vii) Grant number III (Revenue-Charged)

. Supplementary grant of ¥1.60 crofe obtained under the head of account .
'2014-00-102-99-High Court” proved unnecessary since the final expenditure
under the head of account was Inine crore less than the original budget

allocation. -

(viii) Grant number XXXIX (Capital-Voted)

Out of %13.63 crore obtained as supplerrientary grant 1n February 2016
under '4801—80—101—99-Investmeﬁts in KSEB', ¥10.00 crore remained unutilised

at the end of the year.

(ix) Grant number XLVI (Capital-Voted)

Out of Z17.20 crore aliocated as supplementary grant in July 2015 under
'4235—02—102—94~C0nvergence of pre-school and pre-primary education centres
into Anganwadies', Y11.61 crore were surrendered at the end of the year. Apart
from the above, departmental officers failed to utilise the supplementary grants
obtained in following GrantS/Apperriations and budget allocations obtained
through supplementary grants were surrendered at the end of the year, in five

out six cases detailed below:
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(i) Grant number XXVI (Revenue-Voted)
Supplementary budget al_locat_ions amounting to 5.6l crore, T6.28 crore,

?2.65 crore and I4.02 crore were obtained respectively under the heads of '
account '2245—01—1.01—99—Supp1y of seeds/Fertilizers and Agricuitural
implements', '2245-01-102-99-Water Supply’, '2245—02 101-98-Food  and
Clothmg and '2245-02-101-94-Other items’ ‘in July 2015. But the amounts
were surrendered at the end of the year along with the uﬁutilised portion of the

allocation received in original budget

(11) Grant number XXX1 (Revenue-Voted)

Supplementary grant of ¥0.80 crore was obtained under '2403-789-98-
Livestock Health and Disease Control Programnic’ in December 2015, but the
major portion of this' amount (30.54 crore) was surrendered at the end of the

year.
(iii) Grant number II (Revenue-Charged)

Supplementary grant of ¥16.20 crore obtained in February 2016 under the
head of account "2051—00—102—99—Pub1ic Service Cbmmission’ proved
unnecessary since the amount surrendered (X16.55 crore) at the end of the year

was more than the supplementary grant obtained.

(iv) Grant number XXXIV (Revenﬁe-Charged)

Supplementary grant of ¥0.14 crore obtained under the head of account
'2406-01-001-99-Office of the Chief Conservator proved wholly unnecessary since
the entire amount was surrendered at the end of the year.
(v) Grant number XTI (Capital-Voted)

Out of the supplementary grant (T41.72 crore. in July 2015 and %25.31

‘crore in February 2016) obtained under the heads of account '4055-207-97-

Other buildings’ (34.64 crore) and '4055-211-97-Modemisation of police

force’ (¥61.64 crore), _?’64.08 crore were surrendered at the end of the year,
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(v1) Grant number XXIX(Capital - Charged) ~
Supplementary Grant of T0.09 crore (%0.01 crore in July 2015 and 0.08

crore in February 2016) obtained under the head of account '4702-00-101-99-
Minor Irrigation Works’  proved wholly unnecessary since the entire amount
remained unutilised at the end of the.year. Fulther, in 19 Grants/Appropriation,
against the additional requirement of ¥2,368.37 crere, supplementary budget
~ allocation 'of: 35,500.64 crore obtained during the year proved excessive
[Appendix Il (Appendix 2.6)] by %3,132.27 crore. The departmental officers
while making proposals for supplementary grants did not assess the actual
requirement of funds which resulted irt this avoidable savings.
2.3.6 Re -appropriation of funds

Re -appropriation is transfer of funds within a Grant from one unit of
appropriation, where savings are anticipated, to another unit where additional funds
are needed. Augmentation of - funds through re-appropriation was tesorted to by
departmental officers. Hewever, audit analysis revealed that augmentation of bttdget
allocation was wholly unnecessary in some sub-heads as the final expenditure was
less than the budget allocatioﬁ (original and supplementary grant) provided under it
Subheads in which augmentation was done through re-appropriation (exceeding Yone
crore) but no part was utilised are given in Appendix I (Appendix 2.7).

In some cases augmentation of funds throﬁgh re—approprietion proved in
excess of the actual requirement. Cases of excess re-appropriation exceedin'g

Tone crore are given in Table 2.7 below:

Table 2.7 : Subheads in which re-appropriation proved excessive

(Tin crore)
Scheme/Activity . Budget ' Reapp . Net  Expen- i Net
| Allocation | ' Budget i diture Savmgs :
2415-05.277-99 Kerala University of | 9.66 509 | 1475 | 1375 | 100
Fisheries and Ocean Studies-(NP) ; I |
4701-80-800-76-Priority Works-(NP) T7 000 {199 199 1097 | 102
2225-01-283-89-House to 'Houseless- SCP-(P) | 180.00 79.48 | 259.48 25811 | 136
. . - [ ) . _ ; e
2515—00—196—39»NABARD “assisted RIDF]  7.18 560 | 1278 1142 1.37
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Projects undertaken by District Panchayats-(P)

———e

I | _ B W D
: 7610-00-800-95-Interest Free Advances to; 8.30 11 288 ¢ 1Li8 979 . 139
Government Employees-(NP) | 1
12210-05-105-97-Allopathy Medical College,|  118.82 1011 | 12893 12524 369
Kozhikode-(NP) : ’
5054-01-337-95-NH Bypasses Kollam and;  0.01 4622 | 4623 | 421
Alappuzha (Cost Sharing Basis with GOI)-(P) ' - 412

2210-05-105-98-Allopathy Medical College,

16384 1423 | 17807 | 17336 | 471
Thiruvananthapuram-(NP) ; |

2202-02-001-94-Directorate of Higher 48.07 10,00 | 5807 | 5201 | 596
- Secondary Education (Plus Two)-(NP) ' |
" Source: Detailed Appropriation Accounts 201516 P~ Plan; NP- Non-plan

Failure of the departmental officers in assessing the actual requirement of
funds also resulted in excess withdrawal of funds from units of appropriation,
‘which finally led to excess expenditure _overfprc;vision in certain subheads.
Cases of such injudicious re-appropriatioﬂs noticed m 26 schemes /activities are
given in Appendix II (Aﬁpéndix, 2.8). |
2.3.7 Surrender of budget ailocati_ons

As per Paragraph 91 of the Kerala Budget Manual, the Administrative
Departments should surrender all anticipated savings before the close of the
financial year to Finance Department as and when they are foreseen, unless they
are required to meet the excesses under other units of apprbpriation.

During 2015-16, 322,459.15 crore .(1.9 per cent) out of the total budgef
allocation (1,18,890.79 crore) was sﬁrfendered at the end of the ﬁnanci;ﬂ year.
More than 1,000 crore were surrendered in five Grants/Appropﬁatioﬁ, as
detailed in Table2.8. | |

Table 2.8: Grants in which substantial portion of the budget allocation was surrendered
(T in crore)

" Grand Number ' Budget Amount l Percentage of
! Allocation Surrendered | Surrender
Revenue-voted | T o
XVE  Pensions and Miscellaneous 1974616 121263 6
XVIL  Education, Sports, Art and Culture 1665514 140467 T8
XLII  Compensation and Assignments 6493.05 = 275497 - 42

“Capital - Voted
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XXVII Mlscella.neous Economic Services |  2088.88 | 1174, 06 56
Capltal Charged - 7
"~ Public Debt Repayment S 14977.98 | 892197 | 60

Source: Appropnanon Accounts 2015-16

Schemes/activities under which substantial surrenders were made in

respect of above Grants/Appropriations are given in Table 2.9.
Table 2.9: Schemes in which budget allocation were surrendered in excess of ¥100 crore

(¥ in crore)

Grant No T Schemelactivity ' - budget | surrender |
XVI 2071-01- 101-99-Pension to Keraia Govemment Pensioners- (NP) ! 68_54.457? 302.94 -
XVI 7 T2075-00-800-72-Spill Over Schemes-(NP) “’""";‘"‘1’6“06.6645"" 801.30
XVIL 12202-01-111-9-Sarva Siksha Abhiyan-(P) . 266.23 15774
XVIE | 2202-01- 112-91-Mid Day Meal(100% CSS)-(P) 22246 22246
XVII 2202-03-104-99-Salaries to the staff under the Direct Payment ©1165.22 197.44

System-(NP) | § ‘
XVII A | T2207-03-105-97-Additional Skill ‘Acquisition Programme (ASAP)-| 234,68 13368

® S

XXVIL | 5475 00-800-92-Major Infrastructural Development Projects-(P) 52000.003 112614

XL ‘3604—00—200-90—Expan510n and Development under XIV Fmance 1796.30 K 273.42
: 'Commission Recommendations-(NP) ; :

XLID  3604-00-200-91-Funds for Development Expenditure - 4th SFC‘ 3657. 43 197441 -
Recommendations-(NP) |

XLII 3 3604—00-200~92—Funds for Mamtenance Expenditure (Non-Road 574. 49 _2_8285 '
+ Assets) - 4th SFC Recommendations-(NP) :

XLIT  3604-00-200-94-Performance  Grant under “Kerala Locali 345.00 167.74

: Government and Service Delivery Project {KLGSDP) - World
| ‘Bank Aided-(NP) o | 1
Public . 6003-00-110-96-Overdrafts (NP) | ' 1500.007 137819
g:;;ymem '6003-00-170-98-Special Ways and Means advances-(NP) 2"&000.001? 329456
6003-00-110-99-Ways and Means Advances-(NP). 550000 ©  4219.62
S Total 28116.28"?“""12’5524’

Source: Detailed Appropriation Accounts 2015-16
Further analysis revealed that surrenders (surrenders 1nvolv1ng more than 50

per cent of the total allocation and more than Tone crore in each case) were
noticed in 254 sub-heads, amounting to *17403.39 crore. In 206 subheads,
entire budget allocation amounting to ¥1,485.53 crore was surrendered and in 46
cases, this was five crore and above as detailed in Appendix III (Appendix 2.9). |

In 7 schemes;: no budget allocation was provided through original/
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supplérnentary budget but funds were brought in through re~appr0priatio'n.
Augmentation of ¥11.37 crore through re-appropriation was finally surrendered

without utilisation as shown in Table 2.10 below:

Table 2.10 : Funds augmented through re-appropriation and surrendered

without utilisation
| ' (X in crore)
sL.. AW*Schemelactivity :  Amount ' Amount :
No. reappro- | Surrendred .

| priated B

Nt 1.720-2':0_2:'®7I:8_2_-§ﬁblic Entrance Examination Coaching 2.62 __; 262
: Scheme(PEECS)-(P) |

- 2. 2204-00-104-49-Promotion and Upgradation of Sports 067 | 067

Disciplines-Taek wondo, Judo, Karate etc.-(P) . |

- 3. 12204-00-104-62-Jimmy George Indoor Stadium, [ 099 099

: : Peravoor-(P) |

4. -2401-00-789-99-National Food Security Mission | 025 025
(NFSM)-(P) . |

5. 2405-00-105-94-XII Finance Commission Award - 500 500

Development of model fishing viilages and setting up of fish ;
- marketing centres-(P) _ |

6 §’2§5i;ﬁlos- 71-Establishment and strengthening of 159 159
Departmental Khadi production centres-(P) L |
A ?_Eé?il-(}()-IOS—"IZ—EstabliEment and stregthening of 0.25 025 |
- Departmental Village Industries Units-(P) i : |
....... R B T | —5 T iz _
e — R |

~ Source: Detailéd Appropriation Accoutits 201516

[Audit Paragraphs 2.3.5 to 2.3.7 contained in the report of the
Comptroller and Auditor General of India for the year ended 31 March
2016 (State Finances)] :

[Notes received from the Government based on the above audit
paragraphs are included as Appendix ) |

Excerpts from Committee's discussion with departmental officials
(81) The Committee wanted to be informed of the status of surrender of

budget allocation after the implementation of IFMS. The Secretary, Finance
(Resources) Départment infdrmed the Committee that since budget allocation
and appropriatioﬂ had been implemented through BAMS,. surrender of budget
allocation is automatiéally adjusted. The Director, Treasury Department added

that such problems existed before the implementation of IFMS.
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(82) Officials from AG, pointed out that cases of surrender and-:cxcess
expenditure were reported in the year 2019-20 also and added that cases of surrender of
funds could be excused, whereas, the excess expendlture can not be ignored as such. The
Secretary, Finance (Resources) Department apprised the Committee that excess
expenditure arises after re-appropriation and mainly occurs in salary head. The Director,
Treasury Department informed that after the implementation of IFMS, all major head of
accounts other than Salary, Pension, interest payment, debt payment is void of excess
expenditure. He further added that excess expendlture will increase if Finance

Department fail to regularise the expenditure incurred after additional authorisation.

~ Conclusion/Recommendation

' (83) No Comments
2.3.8 Surrender in excess of actnal savings
In 16 Grants/Appropriations, the amounts surrendered (I one crore or more in

each’ case) was in excess of the _'actlial savings indicating lack of or inadequate financial
control.  As against savings of %13,593.88 crore, the amount surrendered was
T 14,170.56 crore, resulting in excess surrender of ¥ 576.63 crore. Details are given in
- Appendix HI (Appendix 2.10). Further, audit analysed the budget management of
'Departmental officers in respect of schemeslacﬁﬁﬁes under their control and observed
that in 20 schemes/activities, injudieious surrender led to excess surrender (in excess of
% one crore) in the Grants. Details are given in Appendix III (‘Appendii 2.11). It was
observed from the replies fumished by the departmental officers that excess surrender
was due to discrepancies in expenditure details furnished by subordinaie offices.
2.3.9 Anticipated savings not surrendered

As per Paragraph 91 of the Kerala Budget Manual, spending departments are
required to surrender Grants/Appropﬁatiqns or portions thereof to the Finance
Department as and when savings are anticipated. It was observed that savings of
T 840.13 crore available under these three Grants and one Appropriation' were not

surrendered at the end of the year. Details are given in Table 2.11.
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Table 2.11 ; Available savings not surrendered at the end of the year

_ _ : (Rin crore)
'SLNo.” Grant number and Name . | Total Grant/ , Expendlture i‘ ' Savings
s | Appropriation ) ;
; Revenue"v-(_);e“d-;ii_ T J T ;
1 o Sfa;{ljié'ﬁhdiéglstréﬁéﬁ T 18594 iﬁ'__mlr:lﬁn.§§ o 1L6s
S 2 TTxvin Med1cal and Public Health 4505 anias 703.57
Revenue-ChaIged [ —— V - R .
3 XLI_' TranSport O 86.03]  0.03 0 86.00 _
Capltal voted I P N fl_ki,..__. S .
4 T xxr’ HEiismg T o 63.72 24810 3891

~ Total | T ST 840 13

¥ 2,859.57 crore (28 per cent) out of the total savmgs of ¥ 10,203.46 crore under
41 Grants/Appropriations with savings of T one crore and above in each Grant/

Appropriation were not surrendered as detailed in Appendix III (Appendix 2.12).

Besides, ¥3,516.07 crore under 29 major heads was surrendered only on |

31 March 2016 (surrender of funds in excess of ¥10 crdre). Details are given in
Appendix 11 (Appendix 2.13). '
2.3.10 Unexplained re-appropriations ‘

Paragraph 86 (3) of the Kerala Budget Manual lays down that the
authority sanctioning re-éppropriations shouid ';satisfy itself that the reasons -
given in the sanctions are full, frank and fortlu*ight and are not in Vague terms
such as 'based on actual requirement, 'based on trend of expenditure,
expenditure is less than that was anticipated’, etc., as they have to be
incorporated in the Appropriation Accounts whlch are examined by the Public
Accounts Committee of Legislature. However, a test check of re- appropnatlon
orders relating to 12 Grants issued by the Finance Department revealed that in
respect of 690 out of 1126 items (61 per cent), the reasons g_iven for withdrawal
~+.of provision/additional provision in re- appropriation orders were of general nature like
‘expenditure is less than anticipated’, reduced provision is sufficient to meet the

expenditure’, etc.
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2.4 Non-reconclhatlon of departmental figures | -

2.4.1 Pendency in submission of Detailed Countersigned Contingent bﬂls
| against Abstract Contingent bills
According to Rule 187 (d) of the Kerala Treasury Code, all contingent

claims that require the countersignature of the controlling authority after

- payment are to be initially drawn by the Drawing and Disbursing Officer (DDO) -

from the treasury by presenting Abstract Contingent bills in the prescribed form
(Form TR 60). Abstract Contingent (AC) bills can be drawn only by an
authorised officer for the items of expenditure listed in Appendix 5 to the Kerala
Financial Code. The. DDO should maintain a register of AC _-_bills-and monitor
submission of detailed bills there against. The Detailed Contingent (DC) bills in
respect of such claims should be submitted to the controlling authority for
countersignature not later than the 10th of the month succeeding to which they relate.
The DC bills pertaining to a month's claim should reach the PAG (A&E), Kerala not
later than the 20th of the succeeding month for accounting and monitoring the AC Bills.

As per the records maintained by the PAG (A&E) Kerala, 28 AC bills
drawn by 17 DDOs upto March 2016 involving ¥ 0.40 crore were not adjusted
as of August 2016 due to non-receipt of DC bills as detailed in Appendix III
(Appendix 2.14). Yeax-wisé details are given in Table 2.12. Non-submission of
DC bills woﬁld lead to retention of advance amount drawn with the drawing

ofﬁcers without accountmg under the proper heads of account.

Table 2.12: Pendency in submission of Detailed countersigned Contingent bills agamst

Abstract Contingent bills
(¥ in crore)
Year AC bills i Outstanding AC bills
| No. of Items ~Amount | No.ofItems Amount |
-_'—iﬁiﬁwﬁ'—mfﬁb’m " 4.31 1 015
2015-16 7__25’7__# 275 ' 27 __‘ 0.25
" Total "%f""?ﬁ“""”“"j"'ﬁfos 28 0.40

Siiree: Tnformation compiled by Principal Accountant General (A&E), Kerala
One AC bill drawn by Principal Agricultural Officer, Thrissur 1n
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e November 2014 (for X 0.15 crore) has been regularlsed by presentmg DC blﬂ in
November 2016. |
2.4.2 Un-reconciled receipts and expenditure
- A_ccording to Paragraph 74 of the Keraia Budget Manual, the exoenditure
recorded in the books of the Controlling Ofﬁcer of the department should be
reconcﬂed every month with that recorded m the books of the PAG (A&E),
Kerala to exercise effective control over expendlture and to keep it within the
budget grants and also to ensure accuracy of their accounts. Dunng the year,
| reconciliation for 79.55 per cent of the total receipts (? 37,723, 85 crore out of T -
47,420.64 crore) and 60. 33 per cent of the total expenditure (% 51,997.69 crore‘
out of ¥ 86,189.51 crore) were completed However 29 Chief Controlling
Officers, whose total transactions exceeded L4 50 crore did not reconcﬂe their
expenditure with the accounts mamtamed by PAG (A&E) as shown i Appendix N
I (Appendix 2.15). This was not only in violation of the provmons of
Paragraph 74 of Kerala Budget Manual but also casts doubts about the
correctness of the expenditure ﬁgures supplied by departments concemed and
the figures booked by PAG (A&E), Kerala. o
2.5 Review on Budgetary process and appropriation control Grant
no. XLVI- Social Secunty and Welfare .
_ Director of Social Jusuce Department 15 -the Chief Controlhng Officer of
the Grant no. XLVI—Soc1al Security and Welfare and the directorate is the main
body for 1mplement1ng various social 1eglslat10ns pertammg to  the weaker
sectlons of the society. Moreover it promotes flagship programmes for women
and creates general awareness among the public about the welfare measures
“adopted by the State for the upliftment of the needy.
Budget allocations and expenditure of revenue and capital portion of the
Grant, during the last three years were eeparately analysed in audit and we

observed that-savings in the revenue section ranged from nine to 13 per cent and
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in the capital section from 35 to 79 per cent, as shown in the Table 2.13. oy

.

Table 2.13: Budget allocation and expenditure during 2013-2016

(% in crore)
Year | Category 1’*"§udgéi' " Expenditure éi'f's_airmgs 1T ®of
: - - allocation | . savings
2013-14 Rer:E:e 1_ 2503.36 { 72230.83 ;: 173 f?’_ 9%_ B -
Capital 63.10 i 3874 2436 T
201415~ Revenue ; 335573 w 3054.61 (T 30112 *"T"*"_'Q
B " Capital * '""7"760_—*?"_'56&'?,_0” *T """ 27.30 % T35
C 201516 ""ﬁe‘;au’;""‘f' '”‘4_97338'__'"'TA'T%"%W*T_“@I@*' 4* 13
C T Capital 10631 f_zﬁws—ﬁf—"@?sﬂ R 79 '

"~ Source * Detailed appropnaﬁon Accounts for fespecﬂvc years

Further, audit analysed the savings during the last three years and observed that
the savings were due to the net effect of excesses and savings under various schemes

(subheads) as detailed in Table 2.14.

Table 2.14 ; Subhead-wise status of excess/savings

© Year — Section §__ Total number of IExcess occurred in | Savings occurred in -
7 s schemes \{ subheads |7 su?hea:lf B

I D B s e [ Noncplan | Plen [ Nonplan |
2013-14 ' Revenue | 57 8 4 25 26 33
Capital | 9 - 1 - L6 -

201415  Revenue | 65 T788_ s 24 34 0 33 )

"'E&piTal"f Ty T 3_"*7_'*'-_ T T

201516 ;"'f{é{%nue B R - S B TR T 5 | %2 | 26

_ Capltal T 2 A - ‘ 9 T

~ Source : Detailed appropnatfon Accounts for respcca ve years

In respect of savings/excess under non-plan schemes, audit scrutiny revealed that
it was mainly due to the variations in budget estimations meant for disbursemeﬁt of
salary and other establishment expenditures. Hence the review was focused on the
budgetary v'axiatidns in the plan schemes implemented under the Grant. Audit

observations are summarised below:
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2.5.1 Persistent savings
Audit scrutiny revealed substantial under-utilisation of budget allocations in plan

schemes under revenue section as detailed in Table 2.15.

Table 2.15: Substantial saviﬁgs under revenue section

(% in lakh)
8L Name of Scheme . Year | Budget Expenditure @ % of
“No. _+ allocation savings

1. 2235-02-001-96-(P) Strengthening of | 201314 | 400 15936 T 6006
; administrative infrastructure. 201415 T 500 1 33885 3423*
201516 | . 500 26044 4791
Repfj awaited from Government ) _ ' - 7"7 o
2. 2235-02-101-73-(P) Model programme | 2013-14 100 734 9266
for support and rehabilitation of adult . 201415 700 0 100
mentally challenged persons ' _ _ j o
| 201516 2000 0 T 100

— e . - - I ! e e

. The programme was to be implemented with the active involvement of NGOs and the Social

- Justice department as nodal agency but could not be implemented due to non-availability of
suitable proposals. ' '

3. 2235-02-101-74~(P) Vocational | 2013-14 25 7 1250 50,00
' rehabilitation centre for differently 01415 28 625 7 ek
“abled persons, Wayanad : . . e o

i 201516 20 0 ‘ 100

— —————— - 1 ) e e e

-Budget allocations were made for imparting training and work opportunities for persons with

disabilities. But suitable proposals were not made by the authorities of the Vocational Training
Centre, Wayanad resulted in non-utilisation of budget allocation, )

4. '223502-101-75-(P) Ente Koodw - | 201314 80 | 36.00 . 5500
: - ‘ . i —————— e e

- Shelter homes for deshtutes 201415 35 | 9.90 88,35
201516 75 144 L 98.08

- The Department stated that the ‘Ente koodu', a project for shelter home for destitutes implemented!
_in Kozhikode district on pilot basis during 2013-14. The mission of starting new 'Ente koodu’
-project in Thiruvananthapuram could not go ahead during 2014-15 since no suitable places were
located for the project. The expenditure incurred was for renovation of a Government building to'
‘make it into a shelter home in Kozhikode and for meeting other running expenses incurred there.

5. 223502-101-84-(P) Upgradation of | 201314 20 ] .32 4340

Vocational training Centers ;——501'4_15 7 | — 93— s
' U 201516 | 35 Ry —_—

‘Budget ailocation was made for imparting vocational training to mentally chaIIengedEudéﬁt_s in -
two Vocational Training Centres located in Thiruvananthapuram and Kozhikode and to arrange
hostel facilities to students. Department stated that suitable proposals were not received from the

rauthorities of the Vocational training centres and the plan to provide hostel facilities to students:

- also did not materialise.
6. E"'iéés62-102-5@(155'ﬁe§516§mem of | 201314 | 100 | s5 T 45
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"7 Anganwadi centres as Communiiy' | 2014-15 200 199,50 a5
resource centres for women and r- 2015-16 730 539 _ ‘7-9: 3

children-A life cycle approach : _ |

?I"I;h_é_i-’f(')jcé't Director ICDS stated that administrative sanction was accorded by the Government

for the construction of five new Anganwadies in Kozhikode district at a cost of T 50 lakh in 2013-.
14 and the fund was transferred to PWD. However construction was completed in respect of only:
two Anganwadies and for the remaining three construction is in progress. In 2014-15, proposal

'was to construct nine Anganwadies in Palakkad, Wayanad and Idukki district at total cost
0f%104.90 lakh and the work was entrusted to LSGD engineering wing but the work did not start
‘and budget allocation remained unutilised. In 201516, an amount of ¥ 220 lakh was earmarked
“for construction of 14 Anganwadies Buildings and one Anganwadi-cum-Bio diversity park at’
. Kannur against which ¥ 45.39 lakh was incurred resulting in savings under the head.

73235-02-104-83-(P)-Government-NGO | 2014-15 1000 144 99.85
pactnership in managing welfare 50157761250 760 9936
mstitutions i ;

“The déﬁaﬁﬁiém stated that Budget allocations were made for star[iﬁigwold age hoﬁil'ersriingiit districts-

vnder the head.

in partnership with NGOs. Only initial procedures could be done so far, which led to savings -

8 223560-200-72-0%P) Model | 2013-14 400 10 " 97.50
rehabilitation ceptre for paraplegic 301415 50 - 0 00
patients - . S B
: . 201516 5 0 100
: The Bﬁdget allocation was for starting model Paraplegic centre in the State. Though several 'Loé_éﬁ;
Bodies came with the proposal for site, the department did not accept any, citing the locations as.
inappropriate for paraplegic patients hence the project could not be started. During o
2013-14, expenditure was incurred on Thresiamma memorial hospital and rehabilitation centre,
a private hospital owned by N.K.Mathew Charitable trust which was taken over by the Social
Justice department and converted into a paraplegic centre. Replies for the years 20i4-15 and
2015-16 were not received. '
"9 223502-101-82-(P) Home for mentally’. 201314 | 10 ., 471 5290
challenged persons-adult females, | ' E
Thrissur ' ' i
) ST 200415 | 11 351 | 68.09
- | 201516 107 113 8870
T Bia_(iéét allocations were made for giving care, protection, proper medical treatment to inmates of
the mentally challenged female person's home in Thrissur. Department stated that no suitable
]_proposals were received from the authorities of the Pratyasha Bhavan.’ _ '
0. 2235-02-102-93<P) C.H.Muhammad = 2013-14 500 | 30436 @ 3912
koya state institute for the mentally —— = R T U
handicapped, Pangappara 2014']75 700 RN 3 551(3_ 47927
2015-16 700 170.02 75.71

e i i _
“The Institute imparts special education, training

and rehabilitation services to the mentally

challenged in the State. The proposals to regularize the contract staff was not acceded to and.
_administrative sanction for opening of two regional centres at Kasaragod and Malappuram was
‘not given by the Government which resulted in savings.

~ " ""Soiirce - Detdiled appropriation Accounts for respective years

Similarly, in the following plan schemes under capital section, entire budget
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allocation was either not utilized or substantial portion surrendered at the fag end of the

year as detailed in Table 2.16, ‘ i

Table 2.16 : Substantial savings under Capital section

e (T in lakh)
SL . Name of Scheme | Fip anWT _ Budget | Expenditure T % of savings
‘No. ' | | allocation | 5
L 423502410096 201314 _%-7—155 o 0 T T 100
Constrllctlon Of: mOdel ;'ﬁ" _5611 Bﬁ ___ J‘f»_ WO___ *{F— 7—;6-g_7J— ’’’’’ 71067 T
Anganwadies e b o
: 2015-16 1000 23.80 97.62

Failure of the Department to take up the works resulted in savings during 201314 and 2014- 15. I
'2015-16 the fund was used for clearing pending bills of contractors. :

2. 42350310399 o '_"2ﬁ01_334_'%Tg__ﬁO7 o JT’i“ﬁﬁ"'f T 1007
¢ Construction of Nirbhaya P 75611? 1““ —‘W‘—' "‘ﬂ—o* — —I‘*"—'gﬁr —=
homes BT N N

201516 | 800 | R

ST ——e— ;.._..f__;__,A‘i‘*_—_._'___J___‘.;,_u;._, _
PWD replied that savings was due to failure of the Department to take up the works.
3 52’35_-66}20@'9—8?13’_&1&@57 20314 | 49473 1198 T o3
for socal welfare — +— e ST ke T T &
Institutions B e IV B e
201516 1 1400.33 23562 | 83.17

. pending bills of contractors,

4T 12_35@5&2_—_?1#'—‘?%-_2513?1?_ T 500 I R S v
b——— . L
Convergence of preschool ; ——o - TS R E— T oo
and pre primary education = e T e ———
centres in Anganwadies |  2015-16 ! 1720 i 555 67.73

(NABARD-RIDF) . i |

el .

In 2013-14, the head of account was operated by Chief Engineer, PWD who replied that savings in
that period was due to failure of the Department to take up the works. By the end of 2014-15,
Government declared Chief Engineer, LSGD (Engineering wing) as the controlling officer of this
Head of account. Due 1o delay in compliance procedures for incurring expenditure, the fund’
remained unutilized in 2014-15, In 201516, T 1720 lakh was obtained through supplementary -
‘demand for grants in anticipation of settlement of final bills but the works could not be completed

+as expected which led to surrender of major portion of supplementary grant obtained.

- Source : Defailed Epﬁfmcmﬁ I

[Audit Paragraphs 2.3.8 to 2.5.1 contained in the report of the Comptroller and
Auditor General of India for the year ended 31* March 2016 (State Finances)]

[Notes received from the Government based on the above  audit
paragraphs are included as Appendix ] . '

- Excerpts from Committee's discussion with departmental officials
(84) The Committee wanted to know about the présent status of utilisation of

budget allocations under the Head 2235. The witness, Additional Secretary, Finance
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(Secret) Department replied that in 2015-16 therc was shortage in plan expendlture but

in the subsequent years, plan expenditure had increased cons1derably and the last year' s

plan expenditure was 97.9%.

Conclusioanecommendation

(85) The Committee recommends lthat special care should be takqn to ensure that

surrender of funds in excess of actual savings do not happen under any circumstances

 and that anticipated savings are surrendered w1th1n the prescribed time limit. -

2.5.2 Failure in assessmg actoal requirement of funds during the year
| Whﬂe requesting for add1t10nal funds through supplementary demands for
grants or through re-appropriation, departmental officers should make sure that
the additional funds are actually required for meeting the expenditure dnring the
year. However, audit scrutiny revealed that in 13 sub rhea_'ds (2013-14: five
subheads; 2014-15: four subheads and 2015-16:four subheads) augmentation of
funds through supplementary demands for grants was wholly unnecessary as the

enure/substanual port10n of the provision obtained through supplementary

~ demands surrendered before the close of the year. Details are glven in Appendix

I (Appendix 2.16). Simularly augrnen_tation of funds through re-appropriation proved

excessive in nine subheads during the last three years. Details are given in Table 2.17.

Table 2.17 :Subheads in which re-appropriation proved excessive

o . (Tin lakh) '
Sl ©  Year "7 ‘Head of account and name of the scheme ' Original l b'udgei i 'Angmented_‘-ffiim __ Final
No. _ P , i ihrough re- . expenditure
7 _ : | appropriation 1
LT 12235-02-106-94(NP)-Rescue homes and' 189.63: 025 132.14
after care homes ' i :
2. . 201314 2235-02-001-9%(NP)-Direction i 181.@?"”"""7?._3_(?"  182.05
3 2235-01-001-9%(NP)-Directorate of | 16.65 R 1.25';"_“75.2’7 :
_ ' rehabilitation } : ; '
47 T 223560-200-72(P)-Kerala Social 7730.00,  1698.60  8750.48
~Security Mission 5 i : '
‘5. ' 201415 | 3235.02-789-98(P)-Rajiv Gandhi T oo 47450 0.00

Scheme for empowerment of adolescent | 1

E girls (100% CSSHSABLA) - |

"6 201516 2235-60-200-72(P)-Kerala Social T 12775010 23600 124588
: 'Security mission ! |

fhoma/fcp4g{Dmnnemisnh§ni.V£ﬂ023!?ACfRepmsIDra[x Report{ Finance Department)11.08.23.0d:/05.12.2023,23.01.2024 .
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7 -'"2235-02—789—99(P)-Supp]ementary 1 T oo0] "“"'—’1"37333’0”;' 926.87.
i Nutrition programme for children J

< e S B L

12235-02-102-97(NP)-Creches cum  day | © 0.00] o 696 0,00

“care centers.in Unorganized sectors J

9. {223502-79@99(1:-) Supplementary | 0,00, '@757? - A
:  nutrition programme for children ( 100% : i ‘
oSS ‘ !

2.5.3 SurrenderlRe-appropnatlon of antlclpated savmgs

According to Paragraph 93(1) of the Kerala Budget Manual, the proposal for re-
appropriation and surrender should reach the Finance Department not later than 25 February
every year. However it was observed that during the last three years, the Director of Social
Justice had submitted the proposal for re-appropriation/ surrender of ant101pated savings on the
last day of the financial year. Consequently, the objective of allocating un-utilised funds to
another necdy department by Finance Department was defeated,

During 2015-16, an amount of ¥ 613,14 crore was surrendered on the last working day of
the financial year and also rc-appropnatlon proposal for a total amount of ¥ 49.30 crore was
made on the last working day of the year. |

According to Paragraph 84(3) of Kerala Budget Manual, if the appropriation
under a unit is reduced by re-appropriation or resumption, the expenditure debitable to
the unit should be restricted to the reduced appropriation. Under .four subheads final
expenditure exceeded the original budget allocation and hence reduction of funds

through re-appropriation proved injudicious as shown in Table 2.18.

Table 2.18 :Injudiéious re-appropriation

( in lakh)
Sl Year ";'_Mﬁ"”ieédiof account | Original bndget ! Funds after re- | Final expenditure
Ro. : appropriation I :
1 01516 | 223502-102~53 (NP)-Child nght‘ ~ 255.38 243760 2752
- Commission .
2 2015—16 © 2235-02-197-50 (NP)-Block f 64.85] 5749 T 662
| grants for revenue expenditure ] ] .
3201304 2235-02-102-55(NP)-Iinproving | C o 1855.6) 183373 19658
 conditions of Anganwadi workers | E . ‘ :
and helpers ' | ‘ _
4, ""201314 223502 001- 98(NP)-Supervision | 37805 377, 12 40042

~ Source T Detailed appropriaiion Accounts for respeca ve vears
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In the seven subheads (Table 2.19) budget allocation was reduced —j, re-
appropriation, in €xcess of the actual savings available under the head. This resulted in -

expenditure exceeding the available allocation under the heads.

Table 2 19 : Reduction of appropnamon in excess of actually required

{(Tin 1akh)
sL '?eir "T T Head of account Ongmalbmlget “Funds afterre- final
Ne. . appropmnon | expenditure
"1'." 201314 2335 52- 101 SO(NP)- Blockgrantsfor‘l — el 160807 17107

- Revenue Expenditure | | : _

2. 2014-15 2”35-60—107 99(NP)-Freedom ﬁghters* T6020.00] '_’7"_55()*3".63'f 7 5314.65

: : Pension : . ! '

3. 20ms 223502 001-96 (P)-Strengthening of | T s0000 '—51973 """""" 328.85
' . Administrative Infrastructure ; 5 _ , _
4 201445 235-60-191-50 (NP)-Block grants for\ TER6.86) 6673400 681138
P Revenue Expenditure I o : : ‘ :
s T501415 2235.05-106-97(NP)Probation 27285 *"'_""23%2"9‘(’)‘;"“’_58’0.365

service * : b

6. 201516 2235-02-001-98 (ix?)-sTpémsnon | 647.67 . 587.07. - 604.75
7. 2'6'1'5;'16 ~3235-60-200-87 (NP)-Zilla Zainik j 589.13) T 50036] 51951
i Welfare Offices 1 1 ’ '

~Source : Detailed appropnation Accounts for respéctive years
2.6  Overstated expenditure |
Financial Rules prohibit withdrawal of money from treasury unless it is reqﬁired
for immediate disbursement. However, in some cases departmental ofﬁcefs withdraw
budget allocation at fag end of the yeé\r, to avoid lapse of budget, and keep them either
in Treasury Savings Bank account or outside the Government without actually spending.
This has resulted in overstatement of the total expenditure of the Grant as the amount
remained unutilised even after the close of financial year. Audit noticed a few instances

of under-utilisation of Government funds as detailed in Table 2.20.

- Table 2.20: Details of overstated expenditure

(% in crore)
T - — I Datsof | Amowat | Unuiilized |
51. No. Implementing institution/ Name of scheme withdtawal of | drawn | amount
; ' ; funds : |
H | . L
1. . Ammal Husbandry Department- Kerala; 29 May 214 0 214

State Poultry Development Corporation/, L2012 ‘
Poultry Processing Plant, Mobile Freezer! 1
Unit, Vacuum packing machine (2403-00— . ' .
190-94) i

. R S ——
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-'Though the fund was released in 1 2012-13, the project was not 1mp1emented so far by th theé .
Kerala State Poultry Development Corporatlon due to non-availability of land as well as
insufﬁciency of fund. . : : i

2. . Forest and Wildlife D Departmeﬂt- Zoological; 30March | 250 250
Park, Wildlife Protection and Research| 2013 | P
Centre, Puthur (2406-02-110-48) ; ? !

'Though the fund was released in 2012—13 deiay in ﬁnahsmg the de31g11 of the zoo resuIted'
: NOM- uullsatlon of fund (June 2016).

3 Agriculture Department— Estabhshmg two| 28 March F_ IW_F 100
‘mobile soil testing laboratories (2401 00—» - 2016 5
104-79) 3 .

: | :
This was a pr0]ect funded by Government of India, but the funds were not unhsed due to|
:delay in fulfilling administrative procedures

4. Kerala Infrastructure Investment Fundl 28March ' 873.86 @ 873.86 .
‘Board- Major Infrastructure Development' 2016
Pro]ects (5475-00—800—92 ™) ‘ i

“This amount was meant for eleven major mfrastructure projects of the State and transferred|
to the corpus fund of KIIFB to facilitate borrowmg by that institution.

~ Total 879.50 | 879.50
Source ' Detailed appropnaaon Accounts of respective years -

[Audit Paragraph 2.5.2 to 2.6 contained in the report of the Comptroller and
Auditor General of India for the year ended 31* March 2016 (State Finances)]

[Notes received from the Government based on the above audit paragraphs are
included as Appendix IT]

Excerpts from Committee's discussion with departmental officials

(8'6). The Committee wanted to be -infonned of the present status of the projects
pointed out as instances of under utilisation of government funds. The Direcior,
Treasury Departmen‘t. replied that government allows the transfer of plan funds to TSB
Accounts for implementation at the end of the financial year, resulting in savings in
actual expenditure for next year. Since the release of fund takes place during the months
of December and January, there will be no actual expenditure duﬁng that financial year;
and that is the reason why fundsl were being allowed to be transferred to the Treasury

accournt.

Conclusion/Recommendation

(87) No comments.
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2.7 Inspection of treasuries —

There were 23 District Treasuries, 200 sub-treasuries, 12 Stamp depots anrl one
_e- treasury fﬁnctioning in the State as of March 2016. The Principal Accountant General
(A&E), Kerala 1nspected 150 units (including Directorate of Treasuries, District
Treasuries and Sub-treasurics). Iiregularities and deficiencics noticed durmg the

inspection of treasuries are mentjoned in the succeeding paragraphs. '
2.7.1 Excess payment of pensirm

During the coursc of treasury inspection, €Xcess payment on account of pension/
family pension amounting to3 0.90 crore was noticed in 898 cases. The main reasons

for these excess payments were errors in calculation of revised pension,

continuance of higher rate of famﬂy pension after expiry of authorised period, non-.
deduction of commuted portion of pension from basic pension, payment of ineligible
festival allowance and medical allowance to family pensioners who are also in receipt of
regular pension and incorrect calculation of dearness relief. Out of the above excess
payment, ¥ 0.30 crore involved in 537 cases have already been recovered as shown in

Table 2.21.

Table 2.21: Excess pension that remains to be recovered

Tin érore)

SI.  Details 'Aof“ﬁ)rcésisjﬁéi_d_pens'ion 5 Excess paid ! Recovered & Balah?:[:
No. _ '  No.of | Amount | No.of | " Amount | No. of | Amount
cases | cases | cases '
| “Bxcesspaymentofpension | 108 | 042 [ 40 | 016 | 68 1026
2. Bxcess paymgﬁt of UGC pens1or1 36 0.03 29 - 001 7T 002
3. Excess paymem of famﬁj; pgrrsmn 81 029 | 22 | 0.05 59 7024
4 'Excess payment of festival €9 | 012 | 444 | 006 | 225 | 0.06
-allowance and Medical allowance ' l ,
5. Trregular crediting ofﬁfﬁéﬁsﬁﬁ—_ 3 7TTe03 | 2 002 1 001
e . ) — SO P S E R SR GV
6. Excess payment of inter-state 1 0.01 0 . o | 1 . 001
pension. = i !
T ""Tbiial_' T T 898 1 0.90 537 , 0.30 7 361 0.60

ST " Source : Data comphed by the PAG (A & E), Kerala
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2.7.2 Retention of excess cash balance

| Accprding to Rule 309 of Kerala Treasury Code Voll, every year in January,
Govem'lﬁent fixes the maximum cash baiance for each District Treasufy for the next
financial year. The District Treasury Officer in tum fixes the cash balance for each Sub
Treasury in the district. The actual cash balance in treasury should ordinarily be kept
' much below the normal maximum balance ﬁked for a ﬁeasury so that Govemfnent‘s
credit balance in the Reserve Bank of India may be as large as possible. Moreover
excess retention of cash balance in treasuries may cause loss of revenue to the State by
way of Ioss of interest on investment, payment of interest on ways and means advances
etc. Excess retention of cash balance was noticed in 109 treasuries/sub treasuries on 880

occasions during the financial year.
2.7.3 Short/non-recovery of rent of residential quarters

- House rent at the rate of two per cent of basic pay (as per paragraph 14 of GO(P)
85/2011/Fin dated 16 February 2011) has to be recovered with effect from the date of
cominQ over to the revised. ‘scale in the case of employees residing in Government

quarters and whose scale of pay is 21240-37040 and above. In the case of. employees
| covered under UGC/AICTE scale of pay, rent at the rate of four per cent of their basic
pay has to be recovered (paragraph 14 of- the Pay Revision Orders 2009). During the.
year, short/non-reeovery of house reﬁf was noticed in 37 cases amounting I 2.84 lakh in
22 sub treasuries, of Wthh < 2.37 lakh in respect of 26 cases was yet to be recovered as
on October 2016.

e "Z"k&fendin'g”adjustmem"of“advances.dmwa by'Drawing and Disbursing Officers "
| During the audit of Treasury Information Syetem, Principal Acceuntaht General
(A&E), Qbserved that in 92 treasuries, out of Z 121.67 crore (389 cases) drawn as
advance,ﬂZ_}.O.l crere (327 cases)_we_re not settled (October 2016) by presenting final

bills. Non-settlement of advances distorts the correctness of expenditure booked in

fhome:’fcpdngccumEn(szohini.\LS!ZGZ:{’PAC:‘Re'poﬁs.‘Dmﬂ Report{ Finance Department)11.08.23.0d1/05.12.2023,23.01.2024
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|-
—

Government accounts. —_—

[Audit Paragraphs 2.7 to 2.7.4 contained in the report of the Comptrolle:r and
Auditor General of India for the year enided 31t March 2016 (State Financgs)]

[Notes received from the Government based on the above “audit
paragraphs are included as Appendix II]

Excerpts from Committee's discussion with departmental officials

(88) The Committee wanted to know about the current status of the setilement

of advances drawn by DDOs.

_ Conclusion/Recommendation
(89)Committee directs ihe department to submit a consolidated report on the

current status of the settlement of advances drawn by various DDOs at the earliest.

2.7.5 Irregular maintenance of Personal Deposit Accounts and Treasury savings
Banking Account ' : :

As per existing Government orders, if any Personal Deposit (PD) account remains

un-operated for more than three years consecutively, the order of the Government has to
be obtained for closing such accounts, if the accounts are no longer required by the
Administrator. Such PD accounts which remain un-operated for more than three
financial years, should be closed and the balance transferred to revenue. However,
during the audit of 50 treasuries in 2015-16, T153.15 crore was seen blbcked up in 236
accounts. Out of this,% 4.82 crore had been credited back to revenue and 148,33 crore

remained unadjusted (October 2016) in 174 PD accounts.

Similarly, as per Rule 28 and 40 of Tfeasury Savings Bank Rules, accouhts
which remain inoperative for more than five completed‘ financial years cease to bear
intefest and balance- 6utstanding in such accoﬁnts are to be transferred to Revenue
Deposit. Principal Accountant General (A&E), observed that in 29 treasuries 30.54
crore .Waé available in 383 un-operated accounts. Further, an amount of ¥3.05. crore
being the balance amount of various projécts/schemes impiemented by eight
departmental officers was idling under treasury savingsr bank/treasury public account of

eight treasuries.

- /home/fepag/Documents/Rohini. V.$/2023/PAC/Reports/Draft Report( Finance Depanmm}t1.08.23.0dlf05.12.2023,25.01.2024
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2.8 Conclusion

Against the total budget allocation of ¥ 1,18,890.79 crore, total expenditure was T
94,377.17 crore, which- resulted  in under- utilisation of 21 per cent
(%24,513.62 crore) of the.' budget allocation during 2015-1’6 Thjs was one per cent more
than the under- utlllsatlon during 2014-15. In nine Grants and one Appropriation
persistent savmgs of X 100.crore or more were noticed for the last three years. Excess

expenditure of ¥ 230.77 crore under three appropriations and one Grant is to be

‘regularized under Article 205 of the Constitution. Supplementary provisions aggregating

to X 78L10 crore, obtained in 20 Grants/ Appropriations (Zone crore or more in each
case) during the year, proved unnecessdry as the expenditure did not come ﬁp to the
level of even the original p’roﬁsions., Augmentation of funds through re-appropriation
was- proved wholly unnecessary in some sub-heads as the ﬁnal expenditure was less than
the budget allocation received through original élnd suppieméntarj demands for grants.
In 16 Grants/Appropriations, against the actual savings of T 13,593.88 crore, the amount
szmendered.'was ¥ 14,170.56 crore, resulting in excess surrender of ¥ 576.68 crore, which

indicated the injudicious management of budget allocation by departmental officers.

Failures in appropriation control on the part of departmental officers of Social
Justice Department were noticed in théGrant selected for review. Thbugh, allocations
were made in the budget for the last three years (2013-14 to 2015-16) for rehabilitation
of mentally challenged ,an& differently abled persons, utilisation of funds by the
department was very poor. Funds earmarked for construction of Anganwadies and

Nirbhaya homes was also not utilised. -

Irregular maintenance of Personal Deposit Accounts and Treasury Savings Bank
accounts was noticed during the audit of treasuries.
2.9 Recommendations
* Finance Department may review budgetary process in Grants/ Appropriations

continuously showing under-utilisation of budget allocation as overall savmgs in
budget allocations have been increasing year after year.

r’homelfcpdgf[)ucumemsfﬁohinLV.S.’ZD,?Ii’PACfRepurISfB‘aﬁ Repon{ Finatice Department)11.08.23 0de/05.12.2023,23.01 2024
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« Finance Department may ensure the utilisation of budget allocation w_ - the
Grant/Appropriation while processing the request of departmental officers for
Supplemeﬁtary Demands for Grants to avoid unnecessary savings under the
Grant/ Appropriation at the end of the financial year. Departmental Controlling
Officers may propose for Supplementary Grants only after exhausting the
chances for re-appropriation between the heads of account under their control.

« Periodical review of inoperative Personal Deposit Accounts and Savings Bank
Account may be carried out at treasury level to avoid blockage of funds.

 [Audit Paragraphs 2.7.5 to 2.9 contained in the report of the Comptroller and
Auditor General of India for the year ended 31* March 2016 (State Finances)]

[Notes received from the Government based on the above audit paragraphs are
included as Appendix IT]

Excerpts from Committee's discussion with departmental officials

(90) To a query of the Committee the Director, Treasury 'Department'
informed that when Treasury procedures were done manually, annual plus and
minus statement would be submitted to AG and Treasury. But now in IFMS,
there is disturbance in submitting plus and minus statement and also for account
reconciliation. He further added that as per. Government Order, Treasury
~ department had taken necessary measures to reconcile all accounts and to close
all unoperated accounts. He also supplemented that temporary report regarding
" that had been submitted to AG.

Conclusion/Recommendation

(91) No Comments
S JOSEPH |
Thiravananthapuram, . o . CHAIRMAN, - .
£L E@bxqmﬁ, 2024. _ COMMITTEE ON PUBLIC ACCOUNTS.
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APPENDIX 1

SUMMARY OF MAIN CONCLUSION/RECOMMENDATION

Para
No.

17

. , . _ ,

| Deparlment Conclusion/Recommendation 1
Concerned

Finance The Committee notices that the state share of all

|of Centrally Sponsored Schemes to the requirements of

Centrally sponsored schemes was released in the last
quarter of the financial year and hence, only a small
portion of the fund could be utilised for the same
financial year. The Committee also observes that many
conditions attached to the Centrally Sponsored Schemes
were found unsuitable for the State. Therefore, the
Committee recommends that the state share of all
Centrally Sponsofed Schemes should be released at the
beginning of the financial year itself. The Committee

also suggests to examine the suitability of the guidelines:

the State

»

The Committee expresses its concern over the huge amounts
of unclaimed fixed deposits in treasuries and the lack of:
proper assessment of the same. The Committee directs the

department to submit the details regarding the total amount

of the unclaimed funds kept in treasuries and the unclaimed
amount transferred and remaining to be wansferred to|

Government Account.

/home/fcpdg/Documents/Rohini. V.5/2023/PAC/Reports/ Appendix 1.0dt (Finance)25.1.2024
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Finance

'The Committee recommends that a regular momtormg

system is necessary for the effective repayment oﬂ
government loans and advances and earnest effortst
should be made in this regard. The Committee also
suggests that Finance Department should monitor the.
repayment of loans by various institutions-and urges the:
administrative department concerned to furnish the?
details regarding the advances given to various PSUsé

and their loan repayment.

3

3 34
i
4 35
5 36
6 43

»

bH

The Committee directs the department to take necessary
actions to provide additional facilities to those co-.
operative societies which are repaying the loans

promptly and to impose fines on those which are

w1]fully avoiding repayment of loans.

The Committee directs the department to prepare the
details of co-operative societies to which loans have:
been sanctioned and verify the exact amount due from
various co-operative societies. The Committee suggests
that steps should be taken for effecting the repayment
without further delay and also urges the department to
ensure proper implementation of various schemes and@

utilisation of their funds.

The committee suggests that Ftnance Department should
examine the reasons for the delay in the execution of

major projects and coherent plan of action should be

initiated to set right the slowdown in this regard.
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8 i 60
|

9 61

11 76
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. jsame.

into equity of Government.

w0
The Committee directs the department to furnish a report
on the present status of the winding up process of!|

KSHDFCL and also urges to take effective measures for

the recouping of the invested share value of Government

The Comminée_reiébglﬁ:éndsi{o_f_o;ﬁa&; ;l‘lal terms
and conditions for sanctioning loans to PSUs and:
effective monitoring system for their timely repayment.
The Committee also directs the department to formulate

explicit guidelines for the conversion of loan amount

The Committee opines that Ela;y?’szls are Eﬁ?t&

complete the projects undertaken by them which|

‘undermine the very purpose for which these institutions}
were initially envisaged. So the Committee directs that|

the institution ‘should ensure proper and effective.

mechanism for the time bound completion of projectsg

|undertaken by them. | |

—

The Committee desires to know whether th unutilised}l

funds in the Forest Department could be transferred to;
|any other schemes under the Forest Department, and if,

Jso, directs to submit a detailed report regarding the|
|

| The Committee expresses its displeasure over the delay!
|
|

lin the completion of Research projects and submission

1 Off_iﬂalprfﬁ_iectf_*_eporiand_ﬂ?ed&ersienO_f__f_undit.one!l-i
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kreseafc"h activities. The Committee therefore étrongly
recommends that effective measures should be taken for
the proper maintenance of the records showing the
details of the projects sanctioned, amount sanctioned for%
the projects and the progress of the projects. SThe
Committee also directs to ensure prudent utilisation of
' funds, timely completion of Research works and timely

submission of final Research Reports.

Finance

The Committee recommends that special care should be
taken to ensure that swrender of funds in excess of
actual savings do not happen under any circumstances
and that anticipated savings are surrendered within the

prescribed time limit.

13 89

»

Committee directs the department to submit a
consolidated report on the current status of the

setttement of advances drawn by various DDOs at the

earliest.
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Nuies Fumished By Government

Recommendations of the Committee

Action Taken by the
Government

Introduction - Based on the audit of
Finance Accounts and makes an
assessment of the fiscal position of the
Government of Kerala as on 31 March
2016. It provides a broad perspective of
the finances of the State during 2015-16
along with analysis of the critical changes in
the major fiscal aggregates relative to the
ptevious year, keeping in view the overall
trends during the last five years.

Introduction. No

required.

comments

1.11

curreat year :-

Summary of Fiscal Transactions during the
Revenue receipt of the
State increased by 19.12 per cent over the
ptevious year mainly due to the increase in
State’s share of union taxes and duties and
State’s own tax tevenue. Revenue
expenditure of the State tecorded an
increase of 9.68 per cent over the previous
year mainly due to the increase in
expenditure on General Setvices and
Social. This increase was partly offset by
the decrease in expenditure on Grant-in-aid
and Contributions to Panchayati Raj
Institution. Substantial increase of 76.28
per cent was noticed in capital expenditure
of the State from 2014-15 to 2015-16.
Cash balance position of the State also
improved from 2014-15 to 2015-16.

General observations on the
composition of resources of the
State. No action required.

1.2.1

Resources of the State as per the 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
(Gob).

General Obsetvation on the
composition of resources of the
State. No remarks / comments are
required.
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Receipt and utilisation of Gol flagship
programmes :- State level implementing
agencies ate implementing flagship
programmes of Government of India and
sizeable amounts are passed on to them
through State budget. An amount of
Rs.3,450.16 crore (Gol share: Rs.2,606.61
crore and State share: Rs.843.55 crore) was
released to the implementing agencies for
12 flagship programmes of Gol and at the
end of March 2016 an amount of Rs.677.86
crore remained unutilised with these
agencies. The major portion of the
unutilised balance belongs to Indira Awas
Yojana (Rs.234.80 crore), Mahatma Gandhi
National Rural Employment Guarantee
Scheme (Rs.131.58 crore) and Satva
Shiksha Abhiyan (Rs.112.92 crore).

Reason for non utilization is being |
collected  from Implementing

1.31

As the State’s share in central taxes and
grants-in-aid is determined on the basis of
recommendations of the  Finance
Commission, the State’s performance in
mobilisation of resoutces was assessed in
terms of its own resoutces comprising own
tax and non-tax sources.

The State’s non-tax revenue receipts and
grants-in-aid from Gol have increased
substantially duting the last five yeats.
Increase in non-tax revenue was due to
increase in receipts under State Lotteries
during the last five years. Though, the tax
revenue was the main soutce of revenue of
the State, its increase was only 52 per cent
as against an increase of 82 per cent in
tevenue receipts during the last five years.

The 14th FC has increased the Tax
Devolution to States from 32% to
42%. This has resulted in the
substantial increase of Share of
Central Tax in 2015-16 compared
to 2014-15. Besides Govt. of India
has decided to dispense with the
practice of transferring sizeable
quantum of funds directly to the
State implementing agencies and
decided to route these funds
through the State Treasuty system
w.e.f 2015-16. Hence it can be seen
that, all these macro economics
developments has resulted in the
increase of growth rate of revenue
receipts compared to that of Tax
Revenue.

1.3.11

The State’s own tax revenue increased
from 10.1 per cent to 10.7 per cent from
2014-15 to 2015-16. Compared to 2014-15,
all the major tax revenue sources of the
State increased duting 2015-16. As in the
previous year, “Taxes on Sales, Trade etc.
was the single largest source of the State’s
own tax tevenue and it increased by
Rs.2,829 ctore during 2015-16. This
increase was mainly under 'Value Added
Tax (VAT) Receipts' (Rs.1526 crore) and
Receipts under the State Sales Tax Act!
(Rs.1467 crore).

Tax revenue under “Taxes on Vehicles’ also

General observations on the
composition of resources of the
State. No comments / remarks are
required.

Agencies concerned. -~

+
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recorded an increase of Rs.449 crore
during -2015-16 and this was under
"Receipts under the State Motor Vehicles
Taxation Act'
Receipts (Rs.175 crore) and 'Receipts under
Indian Motor Vehicles Act' (Rs.28 crore)

(Rs.246 crore), 'Other |

1.3.1.2

Receipts under ‘State Lotteries’ has been
the major source (74 pet cent) of nontax
revenue of the State for the last five years
and an increase of 389 per cent was noticed
during 2011-2016.

Though the receipts under State Lotteries
was Rs.6,271 crore, an equally high
expenditure of Rs.5,123 crore on
distribution of prizes, agent commission,
etc. reduced the net yield to Rs.1,148 crore
during the year.

General observations on the
composition of resources of the
State. No action required.

1.3.2

Grants-in-aid from the Gol increased by
19 per cent in 2014-15 to 2015-16.

Though the Grants-in-aid from Gol for
‘Non-plan grants’ increased from Rs.1,984
crote to Rs.5,178 crore, ‘Grants for State
plan schemes’ reduced by Rs.1,523 crote in
2015-16. This was mainly due to the
reduced Gol assistance under Education,
Health and Water supply programmes,
compared to the previous year. Substantial
increase (Rs.3,194 crore) under ‘Non-plan
grants’ was on account of release of
Rs4,640 crore as ‘Post Devolution
Revenue Deficit Grant’ based on the
tecommendations of Fourteenth Finance
Commission to the State Govemment.
However, there was considerable reduction
in felease of grant-in-aid from Gol (as
‘Non-plan grants’) under ‘Grants under
ptoviso . to Article 275(1) of the
Constitution’ based on the
tecommendations of Fourteenth Finance
Commission. ‘Grants for Cen
sponsored plan schemes’ also decteased by
Rs.270 crore due to non-release of Gol
grants for centrally sponsored plan scheme
of Handloom Industries, ‘Technical
Educadon, Police, Social Security for
unorganized, etc.

General observations based on
tecent macro econotnic
development. No remarks /
comments are required.
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1.6.1

Growth and Composition of Expenditure:-
The trends in total expenditure (aggregate
of revenue, capital and loans and advances
expenditure) and vatious components of
total expenditure-Plan and Non-Plan
tevenue expenditure, committed
expenditure such as salaries and wages,
interest payments, pension payments and
subsidies, financial assistance to local
bodies, etc., are discussed in the succeeding

paragraphs.

General observation. No remarks
/ comments ate required.  m =

-

10

1.6.2

Trends in total expenditure in terms of
activities :- In terms of the activities, total
expenditure could be considered as being
composed of expenditure on General
Services including intetest payments, Social
and Economic Services, grants-in-aid and
loans and advances. Relative share of three
components of total expenditure, viz.
General Setvices, Social Services and
Economic Services increased during
201516, compared to the previous year.
Out of this share of General Services
showed an increasing trend during the last
four years. Share of interest payments in
total expenditure also incteased during the
last four years indicating increasing burden
of interest payment due to increase in
borrowings. There was an incteasing trend
in State’s devolution of funds (Grant-in-
aid) to Panchayati Raj institutions for the
petiod from 2011-12 to 2014-15, but
decreased during the year 2015-16 due to
State Government’s decision to delay the
transfer of funds till the utilisation of funds
already released to the institutions in
ptevious years. Relative share of loans and
advances in total expenditure was only one
pet cent during the last two yeats, due to
decrease in release of loans and advances
by the State Government.

General observaton. No remarks
/ comments are required.

11

1.6.3

Revenue Expenditure:- During 2015-16,
revenue expenditure recorded an increase
of 9.7 per cent, compared to the previous
year. However, this increase was lowest
duting the last five year period in terms of
percentage as well as value. The increase in
tevenue expenditure was mainly due to
increase in expenditure under the major
heads ‘Pension and Other Retirement

The growing commitment in
Interest Payment, Pension, Salary
and social security & welfare is the
major concern for the state. Due

to this growing expenditure
commitment, state is not able to
reduce  revemue  expenditure

beyond a certain level




expenditure, jts
rate of growth, mtic of revenue
expenditure to GSpp and to revenue

receipts and its buoyancy are indicated in
Table 1.16.

Table 1.16 reveals the following;
» During the Iast five years, RE and NPRE

d shown 3 8towth of 71 per cent and
64 per cent tfespectively. But PRE

increased by 127 per cent which is 3

» NPRE 25 petcentage of GSDP was
Steady during the Ipg five years, byt
NPRE 35 4 percentage of 'TE showed 4

declining trend from 2014-15 and it was

lowest duting 2015-16, which is a

positive sign,

> The buoyancy of RE with GSDP and RR

Was less than one which indicate that

growth rate of revenye expenditure js

less than the growth rate of GSDp and

RR.'Ihisisalsoapositivesignonstate

1ICEes.

except duting 2015-16 and this was due
to increase in RR compated to incregse
of NPRE.

13

Adequacy of public expenditute :-
nhancing  humag development Jevels

average. Table 1.19 analyses the fiscal
priority of the Stage Government with
regard to development expenditure, social
expenditure and capital expenditure during
2012-13 and 201516,

Table 1.19 shows that;

] Noted for future guidance.
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> In 2015-16 State’s shate of expenditure
on education and health in total
expenditure i higher than General
Category States (GCS), indicating State
Government’s priority 1o these services.

But in respect Of development
expenditure, social sectot expenditure
and  capital expenditure, State’s

performance was PpooOf compared to
GCS.

» In respect of development expenditure
and capital expenditure, while GGCS
improved theit position i 2015-16
compared 10 2012-13, State could
improve its position odly in capital
expenditure.

Drop in share of development expenditute

and social sectof expenditure in total

expenditure aeeds to be addressed.

Efficiency of expenditure - It is important
for the State 1O take appropriate
expenditure rationalisation 1MEAsUres and
incur public expenditure on development
heads from the point of view of social and
economic development. Development
expenditure comprised of  revenue
expenditure, capital expenditure and loans

and advances in socioeconomic services.

Noted for futute guidance.

Assets and Liabilities- In the existing
Government accounting system,
comprehensive accounting of fixed assets
like land and buildings owned by the
Goverament is not done. '

Genetal observation. No rematks
/ comments are required.

Debt Management :-The debt matusity
profile of the State debt indicates that the
Govemnment will have to repay 474
percent of its debt within seven years.

Fven if Debt/ GSDP  ratio
increased from 25.6 percent in
2011-12 to 27.4 percent in 2015-
16, the State has been able to
maintain  the Debt-GSDP  ratio
well within the target stipulated in
the Kerala Fiscal Responsibility
Act. Recently, State has been
depending mostly on market
based  borrowings (Open
Market Botrowings) to meet its
developmental expenditure due
to insufficient non debt receipts.
However,  State government
proposes 0 take various measures
to enhance non tax revenue by
revising existing rate and to control
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non productive revenue
expenditure as part of reducing
resoutrce gap and thereby ensuring
the reduction of debt burden.

17

1.11

Fiscal Imbalances:- 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 petiod. The
deficit in the Government accounts
represents the gap between its receipts and
expenditure.

Growing commitment on account
of huge requirement of funds
under health, education and social
welfare schemes under Revenue
Expenditure and non achievement
of growth in State’s Own Tax
Revenue as budgeted are the main
reasons for the fiscal imbalances in
the finances of the State. Due to
this fiscal imbalances, State has not
been able to contain revenue
deficit and fiscal deficits beyond a
certain level.

18

1111

Trends in deficits :- The revenue deficit of
the State which indicates the excess of its
tevenue expenditure over revenue receipts,
increased steadily since 2011-12 indicating
disproportionate growth of revenue
expenditure .or low growth rate of revenue
receipts. However, the State Government
could reduce the revenue deficit during
2015-16 due to the receipt of Post
Devolution Revenue Deficit Grant
(Rs.4,640 crore) from Govemnment of

India, based on the recommendations of

Fourteenth Finance Commission.

The fiscal deficit, which represents the total
borrowings of the Govemment and its
total resource gap also increased steadily
duting the last five years. It has been
increasing from 2011-12 and there was
decrease in the year 2015-16 due to receipt
of Finance Commission grant as stated
above.

Similarly, primary deficit also decreased
during 2015-16, compared to 2014-15 due
to the receipt of Finance Commission
grant.

As a proportion of GSDP, primaty,
revenue and fiscal deficits were lowest
duting 2015-16 which was mainly
attributed to the receipt of Rs.4,640 crore
received as Post Devolution Revenue
Deficit Grant.

General observation. No remarks
/ comments ate required.
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1.11.2

Components of fiscal deficit and its
financing pattern:- The financing pattern of
the fiscal deficit has undergone 2
compositional shift as reflected in the
Table 1.31. Receipts and disbursements
under the components of financing the
fiscal deficit duting 2015-16 are given in
Table 1.32.

General observation. No remarks
/ comments are required. . =

~
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1.11.3

Quality of deficit :- 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
States” finances. The ratio of revenue
deficit to fiscal deficit indicates the extent
to which borrowed funds wetre used for
current consumption. Further, petsistently
high ratios of revenue deficit to fiscal
deficit also indicate that the asset base of
the State was continuously shrinking and a
part of the borrowings (fiscal liabilities) did
not have any asset backup. The bifurcation
of the primary deficit (Table 1.33) indicates
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.

The bifurcation of the factors leading to
primary deficit of the State reveals that
during 2011-12 to 2015-16, non-debt
receipts (NDR) of the State were not
enough to meet the primary revenue
expenditure27 of the State. However, the
position has improved and there was
primary revenue surplus of Rs.1635 crore
during 2015-16. Though the Government
had to depend on botrowed funds even for
meeting primary expenditure till 2014-15,
the situation improved in 2015-16 due to
increased revenue collection of the State as
well as receipt of Post Devolution Revenue
Deficit Grant. '

General observation. No remarks
/ cominents are tequired.




B U B g R N e Fmy taas

A APRALA 2

e e

AT

»

AP
- @qbﬂ

-ACTION TAKEN REPORT
on CAG Report on State Finances for the year ended March, 2016

T e T T T T o —— T T

Recommendations Action Taken

Para 1.6.3 Revenue E:gpenglltu;:e - 'The total number of Social Seeurlty

Durlng 2015-16, revenue expendlture Pension beneficiaries during 2014-15

_recorded an increase of Rs. 6944, was 30, 31,035, whereas it was
Crore(9.1%) compared to the 34,61,647 in 2015-16. The Social
prev10us year. However this increase Welfare Pension amount dishursed

Was lowest during the last five year during 2014-15 & 2015-16 were Rs.

'penod in terms of percentage as well 2371.73 Crores & Rs 3712.52 Crores

as value. That the increase in Revenue: respectively. Based on these facts,
Expenchture was mainly due to.there was an increase of 4,30,612 in
1ncrease in expenditure under the the number of Social Security Pension
major heads “Pensions and other beneficiaries and an increase of Rs
Reurement benefits” (Rs 1810 Lrore), 1340.79 Crore from tinancial year
“Interest payments” (Rs 1341 Crore), 12014-15. Hence the increase in
“Soc1al Security & Welfare” (Rs 12885 expenditure to the tune of Rs.

.Crore), “General Education” (Rs 1088 1340.79 crore in 2015-2016 is due to

iCrore) ”  Miscellaneous General the increase in the number of Pension
Semces “(Rs 876 Crore),” Spec1al Beneficiaries.

Programmes for Rural Development

“(Rs 561 Crore) etc.
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STATEMENT OF ACTION TAKEN ON PARAS OF THE COIVH’I‘ROLLER AND AUDITOR
- GENERAL’S REPORT ON STATE FINANCES FOR THE YEAR ENDED ON 31 MARCH 2016

1 SL ! Para !

Ne | No. Actian Taken

!

I
-The State Government bears the €Xpenses of providing rice ang wheart at subsidized

‘fates. through the - Public Distribution System 10 “nsure  the fpod security

I of the People in the State and the funds towards the subsidy thereof ig given 1o the
! Kerala Sigee Civil Supplies Corporation for arranging to procure food grains from
| _ . ..

1

T

to the State from the Centre ang o supply it under the Public Distribution System,
} - The State Government jg also providing fundg :o the Kerala State Civil Supplies
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interests of farmers in the State. The requirement of funds towards these purposes
varies from year to year, mainly due o the factors such as price fluctuations in the
market, number of beneﬁcian'es, the extent of production of baddy and other food

18, the Government reviewed the accumulation of funds jn the
unts of the depariments and resumed back the nnutilizeg balances

orders in G.Q. (P) No. 156/201 7/Fin dated 14.1 22017 to discourage the practice of parking
huge fungs in Special Treasury Savings Bank accounts. The amoune of unutilized bajance
available in the STSR accounts of the Keralg State Poultry I zvelopment Corporation was
' aiso resumed and crecited back to Siate’s Consolidated Fund. The refungd of amounts from

such resumed balances is considered only at the time of its actual utilization on 4 need bagis,
, As ameasure to avoid further accumulations in the treasury savings bank accounts, a system
Cof resuming the unutilized balances to the budget heads bef- - the close of every financia)
' year is being resorted to by the Government. '
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'__ STATEMENT OF ACTION TAKEN ON PARAS OF THE COMPTROLLER AND AUDITOR GENERAL REPORT OF THE YEARENDED |
? 31I"MARCH 2016 ON STATE FINANCES
“$8SL| Para .
No No. _ Action Taken
1 LL2 |The Budget estimates are
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1.6.3.1 | The revenue expenditure of the State comprises of expenditure on salanies, pension, debt charges, devolutions to the tocal Self
1.6.3.2 | Government Institutions (LSGls) and subsidies. The operational and maintenance cost for the upkeep of the complated projects
and programmes are classitied under the revenue account. Grants provided by the State to meet salaries and pension liabilities of
employees in the Universities and State autonomous bodies and also the pensian liabilities of employees of panchayat Raj
Institutions too are classified under revenue expenditure. Major portion of funds devolved to LSGls from the revenue account of
the State government is utilized for the creation of capital assets of durable nature. Also a gignificant share of grant-in-aid set apart

for universities and autonomous institutions aré meant for creation of capital agsets. Expenditure on social and economic services
together constitutes development expenditure. Revenue expenditure has sho;vn more than 70 per cent growth during the period
from 2011-12to 2015-16. The ratio of revenue expenditure relative to GSDP has shown signs of stabilization during the last few
years and this trend continued in 2015-16 also. Government will take earn st efforts 10 increase the revenue receipts and to
rationalise the.expenditure so that the State could finance revenue expenditurjwithin the revenie sources. :

192 | The fiscal liabilities of the State comprise of the nternal debt, loans and advances from Central Government and public account
liabilities. The growth rate of fiscal liabilities of the state declined from 16.5% in 2012-13 to 13.1% in 2015-16. The interest amount
on State Disaster Responsé Fund at the rate of overdraft under Qverdraft Regulation Guidelines of RBI as calculated by the

Accountant General till the period up O 0017-18to the SDRF kept under the reserve fund of the Public account division of the
state. _ . - : ,_

112 | The State Government has taken arduous efforts for fiscal consolidation with 2.view to bringing back the state in the safe zone by
means of improved own tax collection and through measures to rationalize expenditure. But it was falling back on from policies in
all these financial years due to external and internal factors beyond the control of the State Government. As the Kerala Economy

has been integrally linked in different ways 10 the world economy, the global economic environment has been transmitied 10 the

Kerala's regional economy. The state has achieved high in human development indices. This indicates the quality of expenditure

set apart on key social services fike education, health etc. Government of Kerala is poised for accelerated investment in

Infrastructure for ensuring sustainable growth in the economy. The government has made several achievements like taking the .

welfare of pensions to the homes of the needy, distribution of arrears of the social welfare pensions, complete electritication in the ‘ b

state, opening and revival of closed down factories and industries, intervention of Government in the Market for price control. State

Government's priofity for social and economic services in the State is clearly evident from the increased trend of development

expenditure in recent years. Expenditure on committed liabitities viz. satarls, pension, interest payments, subsidies and

devolution to LSGs constitutes major portion of revenue expenditure. Almost 80 per cent of the revenue receipts of the State was
used for meeting the above committed expenditure. important factors contributing to higher revenue expenditure have been
government's active intervention t0 contain rise in prices of essential commodities, policy initiatives to bring alt weaker sections of

society under social security net and government's priority to impart quality services In heaith and education sectors. ot .
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This is a concise part of the Chapter 2 of the report of the CAG on State Finances for the year ending March 2016 referring to the

matter financiaj management and budgetary control. The Finance Department will take ali earnest efforts to financial management
and budgetary control such as Financia) accountability and Budget Management, Reconciliation of depariment figures and Review
on Budgetary process and appropriation control etc,

of Integrated Financial Management
effectively and efficiently.
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File No.PLG-A(R)I43[20/21éFIN-Part(1)

Si.
No.

Para
No.

Recommendations of the Committee

Action Taken by the
Government

1.3.1

Own resources of the State

The State’s non-tax revenue receipts and
grants-in-aid from Gol have increase
substantially during the last five years.
Increase in non-tax revenue was dye to
increase in receipts under State Lotteries
during the last five years. Though, the tax
fevenue was the main source of revenue of
the State, its increase was only 52 per cent
as against an increase of 87 per cent in
revenue receipts during the last five years.

General observation. No
remarks / comments are required.

143

Public Debt receipts
During the last five years share of open,
market borrowings in internal debt varied
between 87 per cent and 94 per cent. Also,
State’s open market borrowings increased
from ‘8,880 crore to 15,000 crore,
recording an increase of 69 per cent during
the period. Consequently, intemal debt
steadily increased from 9,392 crore in
2011-12 to *17,142 crore in 2015-16. Durin
2015-16, loans and advances from Gol
decreased by "221 crore, compared to 2014-
15. However, *50 crore availed (in 2014-
by the State from Gol for construction

reflected in the accounts as jt was release
directly to Director of Scheduled Tribes
Development. This resulted in
understatement of Gol loans to that extent.

In the post Fiscal Responsibility
and Budget Management Act

period, State has been in g

transition to depend mostly on
market based borrowings (Open
Market Borrowings) to meet its
developmental expenditure due to,

the increasing revenue deficit,
because of its commitment in|
Social Sector and increase in
salary, pension and interest
Payments. The cost of borrowing

15)[through open market is less when
offcompared to borrowing from
houses for houseless tribals was not institutions like LIC and hence

the increase in borrowing through
OMB over the years mentioned.
The loan amount availed by the
Scheduled  Tribe Department
from Gol will also be the liability]
of state government.

Q
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Action Taken Statement on C&AG Report on State Firance for the yvear ended 31 March 2016

Audit Observation Reply

The actual release of funds to Local Bodies for the
period from 2011-12 to 2015-16 is detailed below:

Financial
Assistance to
Institutions

, Government companies, Welfare
assistance |Fund Boards, etc., during the current

is presented in Table 1.18

Table 1.18: Financial assistance to local bodies, educational
institutions, etc,

FinancialAssistance to | 2011-12 2012-13 2013-14 2015-16
Institutions

Educationa] institutions 5605.77| 6204.36 6934.56| 7769.01 '8409‘89

(Aided Schools, Aided
1073.78| 1177.77 1358.09| 1836.39 _1405.‘f7

Colleges, Universities
4203.98| 5279.3] 6421.60| 8423.74 7767.62

etc)

Development Agencies 5.50 6.42 5 .9i
Hospitals and Other 144.46] 15333  9419] 305.76| 40760
e
1065.96| 89642 1323.46] 16026 210435
m 12099.45) 13716.34| 16138.32] 19943,73 | 2010114

Assistanceasper 26 27 28 26

percentage of Revenye
assistance to local bodies and other institutiohs

Municipal
Corporations
and
Municipalities

Zilla Parishads 3124.54 3941.73 5074.19] 6035.31 629363
and other :

Panchayatj Raj _

institutions

The above data shows that there was increase in the
release of fund when compared to the previoys years,

760.05| 926.03( 1160.60 1418.42] 193904

Municipal Corporations
and Municipalities
Zilla Parishads and other
Panchayati Raj
institutions

Expenditure

The financial

assistance increased during 2015-16 the percentage of assistance with

reference to revenye expenditure decreased to 26 percent from 28 per-
cent in 2014-15.
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framework - of

7 legislations, there
budgetary Constraints jn

social sector

% in Fy 2015-
om .Rs.30601.6 crore jn

5 to R&35040.23 crore ip _

ity General observatig
Physical Infrastructyre

reflects the quality o
Improvement in the
itute involyes whethes

and
in the State generally
its €xpenditure,

on on quality of
Cxpenditure of the State, [e}
remarks / Comments zre required

(including loans

tequiremnent from jg
kg CVCIIUE.

and advances)
OWD soutces of

L
Jomt Seeretary
Fingnre Degperiment
mos Qe mteriat

-

Thirvanapthavw am



e No.PLG-AR)43/2020-FIN

i _
e
Growth and composition of ' ‘General observation. No remarksf™

assets and  Liabilites- In the existing]/ commentsare required.
Government accounting system,
comprehensivc accounting of fixed assets
like land and buildings owned by the
|Government is not done.

-

T
5 112 [Fiscal posidon of the State :- In 2016-17]
fiscal position of the State detesiorated agDue 10 increased — revenuc
_ 'compated to 2015-16 1n terms of three keyl expenditure,especia]ly on account
|fiscal parameters viz., tevenue, fiscal andlof pay and pensiori revision of
[primary deficits, which were at the higher{Govt. employees in 2016-17, State
lside duting 2016-17 Revenue deficitjwas 00t able to keep the fiscal]
increased from Rs.9,657 crore in 2015-16jtargets cecommended by the
lto Rs.15,484 crote in 2016-17 and fiscal Fourteenth Finance Commission. | .
deficit increased from Rs.17,818 crote in
2015-16 to Rs.26,448 crote in 2016-17.
State did not achieve any of the targets
fixed in its Medium Term Fiscal Plan -
During the yeat, revenue receipts were
insufficient to meet jts pon-plan revenue
expenditure, indicating o

insufficiency  Of cevenue  receipts  for
routine expendituxé of the State
Incremental non-debt receipts during the}.
year  Were inadequate = 10 finance}-

~ lincremental primary expenditare  and
Tincremental  interest " purden, which|
iridicated inadequacy_of resources to meet
primary expenditurc. As. per the
recommendation - of the Fourteenth
Finance Commission, Fiscal deficit to
IGSDP ratio was to be anchored at 3 pet
cent but it was 4 per cent during 2016-17
indicating increased growth of expenditure
with respect to the growth of GSDP. -
6 (113 Recommendations:- Noted for future guidance.
: « Government may take necessaty steps to
improve the growth rate of State’s own tax
revenue to meet the increasing burden of
interest payments and pensions.
le  State tnay Improve its = Capital

lexpenditure and Development
expenditure SO that it can match those of B
General Category States.

« Measures may be taken 10 imptove the
atilisation of Kerala Forest Development
Fund to achieve its objectives.

b GOPERUMAR
Jommt Seeretery
Finanes f}e_g}.a#me.?.?
At SoretET18)
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ACTION TAKEN REPORT ON THE AUDIT REPORT OF THE COMPTROLLER AND AUDII'OR G_EI&AL OF

R

SL.. AUDIT

" NUMBER |

NO. PARA
1
Audit
para
1.3.4

INDIA ON THE STATE FINANCES FOR THE YEAR ENDED ON 31.03.2016

AUDIT PARA | STATEMENT OF ACTION TAKEN ON THE AUDIT PARA

Efficiency in Tax Collection | In the Audit report on State Finances for the year ended 31* March!

2016 as refered in Para 1.3.4 regarding Efficiency in Tax Collection it is
‘The average expenditure on,mentioned that Tax collection expenditure is higher than all India’
tax collection in respect of average. However on examination of C&AGs report it is understood that
four major revenue sources of the whole expenditure under the Major head ‘2030-Stamps and
the State compared with all Registration’ is taken for consideration. 3
India average, during the last: |
five years, is given in The expenditure under head of account ‘2030-03-Registration’ is
:Appendix 1.7. It shows thationly relates to the Registration department.The expenditure under 03-°
‘during the period from 2012-§Registration including plan expenditure during 2012-13 is less than All
13 to 2014-15, inrespect of India average. In 2011-12, it is only 1.18% and in remaining 2 years it is |
two revenue sources, viz. Tax '0.8% higher than All India average. |
on sales, Trade, etc and Taxes:
on Vehicles the State had’  There are 315 Sub Registrar offices, 14 District offices, 4 Zonal office
;better average on the tax and a Central office functioning under Registration Department. An‘
collection expenditure, |average of 2900 staffs were employed in the department in each year!
fcornpared to all India average. from 2011-12 to 2015-16. The budget provision earmarked during thisf
fHowever in respect of othergperiod was utilised for salaries of staffs, Office expenses and the’
étwo major revenue sources, development of the infrastructure facilities of the department.[




Audit
‘Para
1.3.1.2

_.4__._...

§V1z Starnps (Non-]udmlal) and

Registration fees and State
Excise, average tax collection
‘expenditure of the State was|
‘much higher than the all India
‘average in all the years from'

2011-12 to 2014-15. Further, \‘
average
expendlture of the State all}

tthe gap between

lIndia average in respect of|
State Excise is widening.

Recelpts under State Lotteries
Qhas been the major source (74
per cent) of non tax revenue of
the State for the last five years
and an increase of 389 per
cent was hoticed during 2011-
2016. Though the recelpts}

| Reglstra 2014—15 ; 3612 37

; Fees

V20

Con51dermg the above facts Department S expendlture on tax collectlon‘

is not much higher on comparing all India average. Detailed statment is

as follows

Head of Year
:Revenue!

IBudget -

Collecti JExpendltu Percenta All Indla
|Estimate on (In:re on ge of average

](In crores) collection expendlt ‘percentage of
' Crores) ‘of revenue 'ure gross expenditure
(In crores) :collectlon to gross.

collectmn |
L 89 |

325
3.37

Stamps 2011 12 773148 42
(Non —i2012- 13 3666.1*

Judicial iéti'lé' 14| 4086.44
and

[ —

_39._487””"_\ 307 ﬁ
91.64 320

- "_"‘I." ——

10444 | 417
107.61 _'1_:2.5&7”

12598 4. 53

290690
(286206
2504.04

256083 359 ’.

tion e ‘
2015 16 4165 77 2778 99 :

N ot Avallable

R mL_

* Budget Estlmates 2012 13 taken from Revenue Recetpts

The major share of the Non- -tax Revenue to the State exchequer is | |
from the sale of lottery tickets, which has been showing a tremendous
growth since 2011-12 fiscal. This achievement was effected through the
diversification of lottery sales to seven weekly lotteries viz Pournami,
'Win-Win , Dhanashree, Akshaya, Karunya plus, Bhagyanidhi Karunya
rand Six Bvrn[ er lotteries. The tickets for the various lotteries are being
sold by the Department through registered agents. The banning of other

e




AN

‘under State Lotteries was
Rs.6,271 crore an equally high
‘expenditure of Rs.5123 crore
on distribution of prizes agent
commission etc reduced the
net yield to Rs.1148 crore
icluring the year.Excise revenue
is not considered as a source
of Revenue. Sales tam on.
|lquuor is accounted in the
lrevenue head of GST|

'Department even though it is

'collected by KSBC andiﬁm
excise, Hence credit in this:

regard may be given to excise:
. Department also.

State lotteries in the State has also helped the Department to augmenti

collection.

The para 1.3.1.2 in the C&AG Report point out that though there 3
was & high gross revenue collection of Rs.6271 crore during the financial | l
year 2015-16, an equally high expendlture of Rs.5123 crore on
distribution of prizes, agents commission, etc. reduced the net yield to'
'Rs.1148 crore. But as per the departmental data the actual receipt during
2015 16 was 6318.47 crore, the total expenditure was Rs.4857.30 crore
and net yield was Rs.1461.16 crore. Besides an amount of 186.52 crore
also transferred to the exchequer being the amount as tax deductlon
IDetalls are shown below.

Year ‘ Revenue l Expenditure Profit (In_—f
(In crores) ! crores) =

‘ : o ey T |

i - Prize (in : Prize (In | Commissi. Others (Tax, . Total o
| crore) | crores) | on(In . printing, | Expendit o

crores)  salary, Ticket | ure (in

. : distribution | crores) o
: _ charges) (In o
[ crores)

2015-16 6318.47 | 2523.07 | 297.83 1 2036.40 (32% | 4857.3 1461.16 |
' (40% | (4.7%of A oftotal | |
total total revenue)

revenue) | revenue) . :




|
l
]
E

: The expenditure comprises of agents commission, agents prize,
prizes distributed to the winners, printing charges, ticket distribution
.charges, draw expenses, salaries and payment of tax on lotteries and not%

ésoley the distribution of prizes and the agents commission.

!

|
. The Lottery department was begun way back in 1967 with the twin
%objectives of giving a helping hand to the economically backward and |
‘weaker sections of the society and

to mobilize revenue for variousi
‘ .
' developmental activities.

As the Departmental functions with a
.commercial nature, it is inevitable to provide the agents an attractivei

| . s : . .
'commission on sales for promotion on the lottery. More sales brings in|
i

i more revenue to the State exchequer. The discount allowed to agents onl

?sale and agents prize together comes to 33% (approax) of the total\

collection. This attractive commission is a mode for increasing collection

ithrough sales, which cannot be reduced in any way. If reduced it will
- defenitely affect adversely the sale of tickets.

The profitability of a new scheme will depend on a gcod prizei
‘structure. The prize structure should be attractive both in terms of prize

| . . . .
;amount and number of prizes. It is our business or marketing strategy |

i‘intended for attracting customers. Hence the expenditure on price cannot

|be reduced below a certain level which will also adversely affect the sale

'and conseequently create a decline in revenue collection of the State
Government. Whenever downward tren

d in sale is noticed, the prize




o

i
'
i
i

I society to certain extent.
] — : .

8o

T —— e ——— T ———,—— e S

structure is revised so as to make it profitable. At the same time the.
jDepartment is cautious in not creating an unjustifiable hike in prize;
\expenditure. The prize expenditure is kept around 40% of the total
{collection as & sales promotion measure.
[ Another Major expenditure component is payment of tax on
;conducting lotteries business. The tax payment on lotteries for 2015-16
was Rs.186.52 crore. The actual expenditure under various heads of
accounts for 2015-16 was Rs.4857.30 crore. Besides an amount of 186,52 |
crore also had been collected and remitted to the treasury as tax. When

‘we include this an amount on the profit it comes to 1647.68 crore instead |

‘of Rs.1148 crore as shown in the CAG Report. The tax on lotteries paid
ﬁby the Government is actually a part of profit derived from the lottery |
‘business transferred to Government account. The tax component shall!
falso be added to the profit as this is the revenue to Government. (proﬁt‘.|
-and loss statement for year 2014-15 and 2015-16 are enclosed for kind !
.information)
f Taking into account the revenue collection for the last five financial
fyears, it is evident that Lotteries Department has succeeded in mobilizing
Jirevenue collection from lotteries to the maximum both in terms of gross
|collection and net collection. In addition the Department has provided |

‘employment to the financially backward and weaker sections of theji

KUMAR. A
oint Secretary
Finance Department
Govt. Secretariat
Thiruvananthanp.
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ACTION TAKEN STATEMENT ON THE REPORT OF THE COMPTROILLER AND AUDITOR GENERAL

OF INDIA FOR THE YFAR ENDED ON 31 MARCH 2016-(STATE FINANCE)

Para

Recommendations

Action Taken Report

1.3.1.2

Receipts under 'State Lotteries' has beenthe major source (74
per cent) of non-tax revenue of the State for the last five years
and an increase of 839 percent was noticed during 2011-2016.
Though the receipts under State Lotteries was Rs.6,271 crore,
an equally high expenditure of Rs.5,123 crore on distribution
of prizes, agents commission, etc. reduced the net yeild to

Rs.1,148 crore during the year.

The major share of the Non-tax Revenue
to State Exchequer is from the sale of
lottery tickets; which has been showing a
tremendous growth since 2011-12 fiscal.
This achievement was effected through
the diversification of lottery sales to seven
weékly lotteries viz : Pournami, Win-
Win , Dhanasree, Akshaya , Karunya plus,
Bhagyanidhi, Karunya and Six Bumber
Lotteries. The tickets for the various
lotteries are being sold by the Department
through registered agents. The banning
of other State lotteries in the State has
also helped the Department to augment
collection .

As per the departmental data the
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actual receipt [d'uring 12015-16 was
6318.47 crore, the total expendituré was
Rs.4857.30 crore and net yie&d was
Rs.1461.16 crore . J

The expenditure comprises of
agent's commission, agent's prize, prizes
distributed to the winner, printing
charges, distribution charges, draw
expenses, salaries and payments of tax on
lotteries and not solely the distribution of
prizes and agents commission.

The Lottery Department functions
with a commercial nature, it is inevitable
to provide the agents a decent
commission on sales for promotion of the

lottery.  More sales brings in more

irevenue to the State Exchequer. The

discount allowed to agents on sale and
agents prize together comes to 33%
(approx) of total collection. This
attractive commission is a mode for

increasing collection through sales, which




cannot be reduced in anWay. If reduced.,‘
it will adversely affect the sale of tickets.

The profitability of the new scheme
will depend on a good prize structure.
The prize structure should be attractive
both in terms of prize amount and
number of prizes. It is the business of the
marketing strategy intended for attracting
customers. Hence, the expenditure on
prize cannot be reduced below a certain
level which will also adversely affect the
sale and consequently create a decline in
revenue  collection of the State
Goverﬁment. When ever downward trend
in sale is noticed, the prize structure is
revised so as to make it profitable. At the
same time the Department is cautious in
not creating an unjustifiable hike in prize
expenditure. The prize expenditure is
kept around 40% of total collection as
sales promotion measure.

Another major expenditure
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component is payment of tax on
conducting lotteries business. The tax
payment on lotteries for 2015-16 was
Rs.187 crore. The actual expé Miture
under various heads of accounts for 2015-
16 was Rs.4857.30 crore including
expenditure on tax payment of Rs.187
crore fetching a net yield of 1461.16
crore instead of Rs.1148 crore as shown
in the CAG Report. The tax on lotteries
paid by the Government is actually a part
of profit derived from the lottery business
transferred to Government account,The
tax component shall also be added to the
profit, as this is revenue to Government.
(profit and loss statement for years 2014-
15 and 2015-16 are enclosed for kind
information)

Taking into account the revenue
collection for the last five financial years,
it is evident that Lotteries Department has

succeeded in  mobilizing  revenue
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_ has provided employment to the
financially backward and weaker sections

of the society to a certain extent.

r
RIS ST
@I MG G Ot
WEEIG) | N
AP TIRE eh]
OGNz 3




b Mo

1)

Action Taken Statement on C&AG Report on State Finance for the vear ended

31% March 2016

Grants - jn - No Action
aid  based

on Finance
Commission
Award

{Para 1.3, 3}

Audit Observation '

State’s share in central taxes and Grants -in-aid js
determined on the basis of recommendations of
the  Finance Commissions. As  per the
recommendations of 13« F¢ (ThFC) inter se shares
of the State, on Proceeds of Union Taxes was 2.34
percent (2010-2015 period} and it was increased to
2.5 per cent in Fourteenth Finance Commiission
(FFC) recommendations. The first year of FFC award
period was 2015-1g and variations in receipt of
grant compared with the last year of 13w F¢ award
period is detailed in this section. Details of grants
received, based on the recommendations of two
Finance Commissions are given in table 1.10,

Table 1.10:Comgarison of ThFC and FiC award
armounts

Grant
recelved as

- per FFC
award
amount in
2015-16

¥

Grant
received
as

-per Th FC
award
amount in
2014-15

increase/
Decrease

Item of grant

Share of Unjon 12690.67
taxes and
duties

Basic Grant for

L5Gls

Performance
Grant LSGIs

State specific
needs

451
State Disaster
Response Fund

Grants for
other
programmes
Post
devolution
Revenue
deficit grant
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There was a substantial increase of Rs.8,242.07 e
crore in the overall Grant received during 2015-16,
compared to the last year of ThFC (2014-15). This
increase was mainly under share of union taxes and
duties ( Rs. 4,764.38 crore) and post devolution
revenue deficit grant (Rs. 4,640 crore).
State The State Disaster Response Fund (SDRF) was set up | Irfterest ~ for  the
Disaster on 1 April 2010 replacing the existing Calamity | financial year 2010-11
Response Relief Fund. At the beginning of the year, there was | to 2014-15, calculated
Fund Rs. 21.91 crore as opening balance in the Fund. The | by AG, which amounts
(Para size of the Fund for Kerala for the year 2015-16 | to Rs. 19,17,01,053/-
1.9.2(a) _ (fixed by the Fourteenth Finance Commission) was | has been transfer

Rs. 184.75 crore, 75 per cent (Rs.138.75 crore) of
which was to be contributed by the Central
Government and 25 per cent (Rs.46 crorejby the
State Government. During the year an amount of
Rs. 184.75 crore was credited to the Fund. After
setting off the expenditure for disaster relief
operation to the extent of Rs. 134.14 crore, the
balance in SDRF as on 31 March 2016 was Rs.72.52
crore.

According to the guidelines issued by the
Government of india, balances lying in the fund are
required to be invested by the State Executive
Committee constituted for the management of the
Fund and this was not done. The interest payable
on the uninvested balances of the earlier years has
not been estimated by the Government {October
2016).

credited to the State
Disaster Response Fund
vide G.O,
(Rt}N0.228/2019/DMD.
Dtd 26/3/2019.

(Copy enclosed)
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Abstract

Disaster Management Department ~ Transfer crediting of Rs. 19.17 erore to the State Disaster

Response Fund — Sanctioned — Orders issued,

DISASTER MAN AGEMENT (4) DEPARTMEN T
G.O.RON 0.228/2619/DMD Da'ted,T?limvananthapwam 26/03/2019

Read )Minutes of the meeting held on 23/06/2017 in the chamber of Chief Secretary
Fegarding streamiining State Disaster Response Fund.
- Dletter m.DAE-04/SDRF/2018-19/12{) dated 17/09/2018 from Accountant General

(A&E), Kerala
ORDER

Accountant General to provide cakulation of cunmilative interest at fhe rate of over draft (6%)+ 2%

(i total 8%) op a monthly manner (baknce on month end, calewlated as on Ist of every month)

from 2010-11 financial year o 2014-15 financial year (13 Finance Commission period) to the
State Disaster Response Fund. '

2) As per the ketfer read as second paper above, Accountant General have requested to
credit the bllowing amourt to State Disaster Response Fund.

|Financial year Inter . '

| ’2010-11 | 16557668
2011-12 ' m
potz-13 51557«5051
2013-14 64778073
2014-15 23628926
Total

191701053

3} Government have examnined the matter in detaj] and are pleased to accord sanction
for the transfer credit of Rs.19.17 crore (Rupees Nineteen crore and Seventeen hldhs only) fom-
the Head of Account 2049-05-105-99 to the Head of Accomnt “8121-General and other Reserve
Funds-00-122-State Disaster Response Fund-99-State Disaster Response Fund”.

(By order of the Governor)
REMFSAN.M.X.
ADDITIONAL SECRETARY
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File No.DM4/4/2017-
3376786/2019/FIN-CSFC A ile No DMD

Member Secretary, Kerah State Disaster Mamgennm Autbority, Observatory hills Vikasbhavan,
Thinvananthapuraim-33
The Principal Accountant General (Audit) Kerala Thiruvapanthapuram
The Accountant General (A&E) Kerala, Thiruvananthapuram
The Assistant Director, Finance Comunission Division, Department of Expenditure, Miistry of
Finance, Government of India
The Finance (CSFC-A) Departrment (CSFC-A1/20/2017-Fin )
The Finance (BW-A) Department / Finance (Expenditure-B) Department
Stock File/Office Copy
Copy to:-
PS to Minister (Revenye & Housing)
PS to Principal Secretary (Revenue & DM)
The Information Officer, Web & New Media, 1&PRD

Forwarded /By {;fde;

Section Officer
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ESFOR'T ENDED 31°" MARCH, 201
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No.
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Action Takf:n
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1.9.2Fiscal liabilities
(b) Consolidated Sinking Fund

The State Government had set up a Consolidated Sinking Fund
with effect from the financial year 2007-08, according to which
the Fund was to be utilised as an Amortisation Fund for
redemption of all outstanding liabilities of the Government
commencing from the financial year 2012-13. The Fund was to
be credited with contributions from revenue at the prescribed rate
and interest accrued on investments made out of the Fund. Only
the interest accrued and credited in the Fund was to be utilised
for redemption of the outstanding liabilities of the Government.
As per paragraph 5 of revised model scheme for the constitution
and administration of Consolidated Sinking Fund of Kerala, the
rate of contribution to the Consolidated Sinking Fund was 0.5
per cent of the outstanding liabilities at the end of the previous
year. According to this, the State Government had to contribute
%709.73 crore during 2015-16 to the Consolidated Sinking Fund.
However, the State Government did not contribute any amount to
the Fund, during the current year.

As per the guidelines of the fund, the balance at credit of the
Fund is required to be invested in the Government of India
Securities. During the year, an amount of ¥122.94 crore was
received as interest from the investment made out of the fund. At
the beginning of the year ¥1,610.37 crore was available and with
the interest received on investment and an amount of ¥117.50
crore adjusted for repayment of market loans, the outstanding

balance at the end of year was T1,615.81 crore.

As the State is continuously in Revenue Deficit, the
contribution to CSF has to be made from the borrowed
funds. The yield on CSF investments as against the cost of
borrowings gives a negative carry and hence it is not
prudent to contribute to CSF, given the high cost of
borrowings. Moreover, the appropriation for contribution to
CSF, is a Revenue Expenditure which would contribute to
the Revenue Deficit of the State. The cash balance of the
state is only transitory in nature and will not be sufficient to
meet obligations that have not been disclosed in the State
Govermment’s accounts maintained on cash basis, which the
accrual accounting system would have revealed. So the
transfer to CSF and investments there-from cannot be
considered as a viable choice of investment in the present
situation. The enhancement of provision for transfer to the
CSF in 2015-16 to the required levels was therefore not
found desirable and it will be difficult for the State to
contribute to CSF till such time the revenue account is
balanced and the contribution is treated as capital

| expenditure. Para 5 of GO(P) No.384/2007/Fin dated

23.08.2007, constituting the CSF
force, contemplates that:

scheme now in

"The Government may contribute to the Fund on a modest
scale of at least 0.5 percent of the outstanding liabilities as at
the end of the previous year beginning with the financial
year 2007-08.The Government shall make efforts to raise
minimum contribution every year.There is no ceiling on
such contributions to the Fund in terms of number of times’
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of making contributions in a year.lt is open to the
Government to invest in the Fund from the General Revenue
at any time or from other sources such as disinvestment
proceeds to the Fund, at its discretion. The Government shall
not fund its contribution to the Fund out of borrowings from
the Reserve Bank."

From the above position it is evident that Government
could not invest fund in CSF made from the borrowings
from the RBL.Central Account Section of Reserve Bank of
India has been entrusted by the State for the
investment/reinvestment of balance of CSF. Accordingly,
RBI may hold on the reinvestment considering the
favorability of money market conditions.

The Scheme is modified vide GO(Ms) No.225/2016/Fin
dated 10.06.2016.Though the modified scheme allows to
invest CSF in Treasury Bills,Special Securities of the
Government of India and State Development Loans of other
States in addition to existing Government of India securities,
the return from such investments vis-a'-vis cost of
borrowings has to be assessed. Therafter a prudent stand
will be taken in respect of CSF investments,

PREETHAB.S,
JOINT SECRETARY (FINANCE)
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| ‘“ F STATEMENT OF ACTION TAKEN ON PARAS OF THE COMPTROLLER AND AUDIT(?R GENERAL REPORT OF THE YEAR ENDED

| y 31"MARCH 2016 ON STATE FINANCES °
P w |-
| SL* Para .
| No | No. Action Taken
1] 113 The technical feasibility and economic viability of the new schemes announced in the Budget Speech is being
determined by the Administrative Department concerned. Finance Department is liable to provide funding for the items
announced in the Budget Speech as'and when Administrative Department furnishes detailed proposals after completing
procedural formalities including Administrative Sanction at the appropriate level.
| 2 [1.9.3.1 As per the Kerala Forest Development Fund Rule, Forest development tax at the rate of 5% is levied on the amount
f iggg collected over the sale of forest produce. The tax shall first be credited to the Consolidated Fund of the State and after

deducting the expenses for collection it shall be transferred to the development fund kept under the Public Account of the
State by debit to the transfer head. 60 % of the amount credited to the development fund shall be expended for planting of
softwood trees and other species of trees and 40% shall be expended for forest research. Eligible Budget Provision is
being earmarked by the Finance Department as per the above act for effective utilization of the fund by the controlling
officer.

No fund has been earmarked under the head of account 4406-01-105-85-Industial Raw Material after 2013-14. But
provision earmarked under the head of account ‘2406-01-101-89-transfer to the fund for Pulpwood’ is based on the Kerala
Forest Revolving Fund for Teak and Pulpwood Rule 1999. It is mandatory to provide provision under this head of account
on the basis of specific rules. , |

In recent years the percentage of utilization under forest development fund has been increased substantially which is
above 90% of the Budget Allocation. The Government will take earnest effort for the fruitful utilization of the func
earmarked under the Forest Development Fund exclusively for the purposes envisaged in the Kerala Forest Developmen

Fund Rule.
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o Qbservaﬁons ‘ . o Action Taken

| M ‘ i) Availability of funds under other budget heads for the same
_ S | |purpose. ‘ |

1t Fund had * 131.47 crore as| | The Department is receiving funds under IRM also for

Kerald Fbrest Developme ‘ _ . . . ;
opening balance at the end of March 2011. During the | |raising soft wood plantations which form industrial Raw

peﬂbd o 2011-12 10 ‘20_15-'15 an amount of.‘_ 68:02 | mateﬂﬁs. As Funds available under IRM were used for planting
crore Was credited to the fund and against thlS \.mhsauon | and mgint_enance of available area there was reduction in
ras oply * 10.77 crore ( 8.31 crore for plax.n‘:atlons and ° expen@ture' from KFDFE. The practice of Allocatirig/ utilizing
5 46 crore for research), resulting in ap unutilised balance| |funds under IRM and Revolving Fund Pulp is being done for
| ;- 18872 crore in the fund account at the end of March 1ast-.sevgra1 years and no observations have been made by the
2016 Audit analysed the reason for this accumulation o£ ! at-;dlt in this regard till now. The IRM being state plan fund is
oands and sbserved the following; | |given more importance in utilization. Even if the Department

: : shifts total allocation for industrial raw materials to KFDF
(@ \|Availability of funds under other budget heads for same | |funds ﬂ}e usage may move up only marginally as evident from
| expenditure of previous years. However efforts will be made to

, , | : | {reduce:request of funds for soft wood plantations under IRM in
R ule 3 (7) of KFDF Rules 1989, the Administrator | | furure. Further actual receipt to the fund varies according to
make proposals for budget- allocation enhanced timber extraction and subsequent auctijons. The
. re heads for utilisation in plantation expendiﬂlre' for raising soft wood plantations mq’y not be
and research activities, against the balance under the increased proportional to the total receipts under lthe fund.
Fund. To facilitate this, divisional offices should propose However, the utilization of these funds for gap ifilling in
the funds required for “plantation in area under their degraded forest areas, planting and maintenance of };,ar o
control. However, the budget pr_oposals for the last five| {trees to be used by furnifure units may be consi dereéi, I such

1




Materials’ and ‘2406—01-101.—89-Pu.lp
fund for planting Pulpwood trees for industries and

|during the last five years an amount of - 58.28 crore (-

27.3 crore and ~ 30.98 crore respectively) has beej

wood revolving

| d have been avoideq and
fm}ds could have been utilised from the fung Created
specifically for the purpose. In reply,. department stateq
(November 2016) that KFDF cannot be respyiad

criterion for raising and maintena;
form raw materials for wood based
~ |the fact remains that as per-the Act
for other species of trees ap
plantations, '

-industries, However,.
KFDF can be utilised
art  from pulpwood

] Regarding the low bud
department stated that making Proposal for whole amoupg
available under KFDF was not feasible a5 the
requirements  were assessed  based  op the

geting under KFDF,-

_|working/management plan of the divisions, This reply is| |
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not tenable, as. the percentage of allocation of the fund
was only to the range of 1.4 per cent to 2.6 per cent of
the total fund available during the last five years. Audit
noticed that though, the Western India Plywoods limited
approached the forest department for - additional

| pulpwood requirement of 60000 MT, the request was not
|met during the period 2011-16. Department stated

(November 2016) that due to shift in National Forest
Policy (productioln' forestry to protection forestry) more
and more of state forest areas are declared as protected
areas and planting in new areas are not possible.

decisions- had to be taken to refrain from planting
Eucalyptus in such areas by the Department. The area
under Eucalyptus cultivation has mostly been retained as
per prescriptions. of working plan. Further in some areas|
extraction and replanting could not be executed for the fear
of - encroachment in wvulnerable areas. Hence area for
cultivation of soft wood has been curtailed considerably. In

 |certain parts like Wayanad district planting could not be
|undertaken as desired due to Man animal conflict which is
|a burning issue in these areas.

(i)

Failure in timely felhng and re-plantation

' Funds ‘provided in the budget are to be utilised for the |

maintenance of pulpwood trees already planted as well as
for planting new areas for increasing the production and
productivity of the pulpwood plantations. - However,

department failed in timely felling and replanting in an

area of 4807.79 ha due to reasons such as surrender of

. |plantations by industriai units, non-inclusion of the

plantations which were due for felling in the approved
working plan, reduction in plantation area due to public

‘| protest and conversion of plantations to natural forest.

Thus, effective utilisation of KFDF for int:reasi_rig‘ the

plantation area and also for increasing the quantum of |

'ii) Failure in timely felling and replantation.

It is submitted that the budget estimates are
furnished based on actual'requirements of various offices

|which are assessed at Division and Circle level and

consolldated by the HoD. The requirements are assessed
based on the workiag plan/ Management plan of the
Divisions and hence making proposal for whole amount|
available under KFDF in a year is not feasible. The
difficulties faced in actual éxecution have been qetaﬂed in
pre para. However based on the observations of Audit all
effort will be taken to prepare a detailed action plan for

|utilization of KFDF fund. Timely felling could nolt be done

due to several factors as mentioned below.
a) Pulpwood industries like HNL require trees with

pulpwood was absent during the last five Yyears.

3
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| Department stated (November 2016) thar efforts v;zill be |
taken to prepare a detailed action plan for utilisation of |

the KFDE,

‘girth of specified range (30-75 cm) and they dso.
not willing to undertake felling in inaccessible
areas. . o | : )
b) In some plantations there is natural growth of other

- species ‘of hard wood trees which makes the process

- of marking and extraction " difficult and hence the
allotted area is rejected by HNL.

© ©) There is.a strong susceptibﬂity of encroachment in

‘Some areas and hence decision is taken by in the

-working plan to retain the plantations as natural

forest. - - - ‘
d) In areas with severe man anima conflict and also
drought stricken areas the public resist planting of soft
wood frees and herice the Department has to refrain
from planting soft wood species in such areas.

In  the circumstances mentioned above the

. |department is not in a position to enhance planting area for

pulpwood. However, all

possible areas will be extracted
and replanted. | ‘ ‘

remote |

1.9.3.2

| Utilisation of-ﬁ_ézdsfor Forest Research -

{Development Fund Research ' Committee (Committee)

The funds (40 pér cent) meant for resear_ch activit_ie_sf are
to be utilised for the projects approved by Kerala Forest

and the Committee has been  sanctioning ‘research

{have been completed and report received Details of

| ) Non submission of Research reports

I is-'submifted_that on verification some of the projects

receipt of
Project reports mentioned in the audit report are sho‘wn in the
table below ' . | P

y
L]

Projects to various. institutions like Kerala - Forest

4

—
*

-
—
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[Research Institute, Jawaharlal Nehru Tropical Botanical |
Garden and Research Institute, Rajiv Gandhi Centre for|
Biotechnology, Kerala Agricultural University, Institation | |-

of Foresters Kerala and Research Wing of Forest
Headquarters. Audit scrutiny of the records of the

|department revealed that, department js not ensuring |

timely completion of research projects and utilisation of
the research results for improvement -of pulpwood

|Plantations in the State. E@MDeparm;ent stated

| () Non-submission of Research Reports.

!

During the last two decades (1996-16) 85 projects (50

projects for * 3.46 crore during 1996-2010 and 26 projects
for * 1.77 crore during 2011-16) were sanctioned and

|reports of 74 Projects (reports of 11 projects sanctioned | {[:

during 2011-16 are due aff_er, April 2016) were due for

" |submission ‘before March 2016, However, fina) report

submission in respect of 55 projects (out of these 55
projects, 44 are sanctioned way back during 1996-2010
and 11 during 2011-16) was not evident from the records

furnished to Audit Or not seen discussed in ‘the Kerala

Forest Development Research Committee meeting held

during the last ten year period. Additiona] Principal Chief

‘ . ‘No.of No. of
Name of ) C
. projects Final
Institution / Remarks
: :ca | Tesearch | reports
Office . - .
_ . | sanctioned | recejved .
| More projects
KERI o 0 17 completed  and
il | , o " [reports are
. _ |awaited.
KAU 9 6
- R ' 3 project were not
I Working Plan & 0 1 taken up, 3 other
|| Reasearch wing | projects are
7 , o continuing.
INTBGRI 3 | .3
e : R e T
Total - 48 32
The ‘obs_ervatioﬁs of audit are noted for future Buidance
and the timely completion of Research projects will q"e ensured,
Further most of the Organizations to which projects are
sanctioned are functioning under control of the Ggvernment
{and hence can be held responsible for lapses, Necesspry action |
will be taken in this regard after examining all Teports received,
' ]

5
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Conservator of Forests stated that the timely completion
of Research projects would be ensured in future and the
audit . observations were discussed in the last KFDF
Research Committee meeting held on 27.6.2016.

U

| @)

Poor foHow-.up and non-utilisation of research results

|In the case of completed projects, it was _steted.tflat the| |
{final reports were forwarded to the Central Library for|
|reference. But Audit noticed that these reports were not

available either from the Library or from the department.
Also the department is not maintaining any records

showmg the details of prcuects sanctioned, to whom |
sangtioned, amount sanctioned and paid and progress of |
|the project. In the absence of these details the utilisation |

of resulis of research activities could not be ascertamed
Department rephed {September 2016) that the matter

will be taken up in-the next KFD Résearch Committee |

and as far as poss1ble a copy of the reports would be

made available to the library - for necessary cross

reference

created in the Forest .Management Information System

. ii} Poor follow up and non- utilization of research results.

The "Department .will ensure that copy each of all
completed projects are uploaded in the website of the Forest
Department. - Copies of the same will also be forwarded to
officers dealing with preparation of working Management plan
for effective utilizations of research findings. A module will be

exclusively to monitor the research projects. Copies of final
reports of the projects are also forwarded to library for
reference

| (iii) U'tilisatibn of Funds for unintended purposes | "

An amount of * 0. 36 crore was diverted from the funds
earmarked for Forest Resea.rch activides for'the purchase

{of vehlcles (non—research actwmes) w1thout the approval

iii) utilization of funds .for unintended purposes.

It ‘is submitted that the committee is icmly for
presentation, discussion and approval of Research projects. The

administrator ‘of 'the'f_nnd need not obtain approval of the” -~ '

e
;

5 =
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'l of the Gorﬁmittee. Though, the Chief Conservator of

Forests (Forest Management) had replied that this was

done with the prior approval from Government, no|

approval was available on record.

. Thus, despite sufficient demand from the industrial

{units for softwood for industrial use, department’s efforts
ito utilise research activities for improving plantation area

or increasing the production of pulpwood were not

‘ev1dent from the records.

Committee for "purchase -of vehicles, The vehicles were

*purchased based on the decision taken at the council of Senior

Forest Officers and approval of the Government was also

'sought in thls,regard _For purchase of Innova cars permission of

the Honourable Minister for Forests' & Wildlife also had been:
obtained. The other vehicles were purchases for replacing old
Ambassador cars which were not in running condition Copies
of relevant letters are enclosed for kind reference Hence, it may
please ‘be noted that this type of expenditure may not be
classified as diversion of funds.

Regarding - utilizing research projects for improving
planting area. or pfod.uctivity of pulpwood 'plantations it is
submitted that productivity of existing pulpwood plantations is
seen good and as per working plan requirements. The research
projects will be made- available to all officers concerned to
ensure optimum increase in productivity The Research projects
are not only for Pulpwood plantations but also for Improving
productivity of all plantations, Planting Species . rare,
endangered and threatened plants, compilation of dat‘.a required
for funding various projects like incentive to Sacred groves etc.
However . the increase in area for pulpwood plantatigns cannot
be considered now due to factors already mentioneg in paras
above. All :possible action will be taken for prudent intilization

of research fund for achieving objectives of KFDF. |

™ 933
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It is submitted that all necessary action will be taken to

)
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Plantation journals are permanent records mamtamed
|by Forest Range offices and separate pages are provided

in plantatlon journals for recording all the activities ofal
plantanon from the initial stage to the final felling. Audit | |

‘scruuny revealed that -the entries in journals are
mcomplete and all the details such ag Vanézus expenditure

incorred,, activities cconducted, details of inspections |-

conducted etc., were not recorded Hence audit could not
ascertain the actual amount expended for raising and
mamtenance of each plantarion. :

As per Rule 3(5) of KFD Fund Rules 1989, the
'Admlmstrator of the Development Fund shall furmsh to.‘
" Government every year a report on the receipt and'
expenditure of the Fund and Schemes and programmes
nnplemented during the year under review. ‘Department
has not comphed with this prowsmn so far,

'|ensure that plantation journals and nursery journals ar, )
{maintained. The Journals are inspected both by ﬁeld officers

and hlgher level officers. |

| 7 f}fgpn on receipt and expendlture of the fund ‘will be
: f&ﬁshed-by the APCCF (FB&A) to Government from this year

onwards as dlrected in the audit report.
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Acuon Taken Repori on para No.

Para No.

Action_Takeh

1.9.3.1

)

Kerala Forest Development Fund had ° 131.47 crore as
opening balance at the end of March 2011. During ‘the
period from 2011-12 to 2015-16 dan amount of * 68.02

was only * 10.77 crore (- 8.31 crore for plantations and
2.46 crore for research), resulting in an unutilised balance
of * 188.72 crore in the fund account at the end of March
2016. Audit analysed the reason for this accumulation of
funds and observed the :following;

Availability of funds under other budget heads for same
purpose : '

As pe_rrRule 3 (7) of KFDF Rules 1989, the Administrator
of the fund has to make pfoposals for budget allocation
under the expenditure heads for utilisation in plantation
and research activities, against the balance under the
Fund. To facilitate this, divisional offices should propose
the funds required for plantation in area under their

crore was credited to the fund and against this utilisation |

enhanced timber extraction and subsequent auctions. The.

control. However, the budget proposals for the last five

i) Availability of funds under other budget heads for the same
purpose. o -

The Department is receiving funds under IRM also for
raising soft wood ﬁiantations which form industrial Raw
materials. As Funds available under IRM were used for planting
and maintenance of available area there was reduction in
expenditure from KFDF. The practice of Allocating/ utilizing
funds under TRM and Revolving Fund Pulp is being done for
last- several years and no observations have been made by the
audit in this regard till now, The IRM being state plan fund is
Biven more importance in utilization, Even if the Department
shifts total allocation for industrial raw materials to KEDF
funds the usage may move up only marginally as evident from
expenditure of Previous years. However efforts will be made to
reduce request of'funds _for soft wood plantations under IRM ig
future. Further actual 'réceipt to the fund varies acCording to

expenditure for raising soft wood plantations may not be
increased proportional to the total receipts under ithe fupnd.

However, the utilization of these funds for gap gfiliing in|
degraded forest areas, planting and maintenance of hia:d wood

trees to be used by furniture units may be consi.dereﬁ, In such

1



and ‘2406-01-101-89.

| available under KFDF was not
Tequirements  were - assessed
| working/managemen_t plan of the divi

"4406-01-105-85-Industrial Rayy li
Pulpwood revolving |
es for. industries and

. based

under two

feasible a5 -the_‘
on thel

activities, Due
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ho_t tenable, as the percentage of allocation of the fund

|was only 1o the range of 1.4 per cent to 2.6 per cent of

the total fund available during the last five years. Audit
noticed that though, the Western Indig Plywoods limited
dpproached the forest department. for - additional
pulpwood requirement of 60000 MT, the request was not

areas and planting in hew areas are ot possible.

of encroachment i vulnerable areas, Hence area for

|Certain parts like Wayanad district Planting could not be

) | |undertaken as desired due to Man animal conflict which is
and more of state forest areas are declared as protected |

decisions had to be taken to refrain  from planting
Eucalyptus in such areas by the Department, The areq
under Eucalyptus cultivation has mostly been retained as
Per prescriptions, of wo_rking-plan. Further in some areas
extraction and replanting could not be executed for the fear

cultivation of soft wood hasg been curtailed considerably. In

a burning issue in these areas.

Failure in timely felling and re-plantation

' Fuhds : pfovide‘d in ghe budget are tg be utilised for the

maintenance of pulpwood trees already planted as wel] as
for planting new areas for increasing the production and
productivity of the pulpwood ' plantations.

Thus, effective utilisation of KFDF for in'creasi_rig' the

pulpwood waqs absent during ' the last five years.

‘ii) FEailure in timéiy felling and replantation,

difficulties faced in actual éxecutiop have been detailed in

|utilization of KFDF fund...Tirner felling could noy be done
plantation area and also for increasing the quantuim of | :

It is subniitted that the budget estimates are
furnished based on actual requirements of various offices

|which are assessed at Division and Circle level ang

consolidated by the HoD. The requirements are assessed
based on the wdi'king plan/ Management plan of the
Divisions and hence making proposal for whole amount
available under KFDF in g3 year is not feasible. The

pre para. However based on the observations of;Audit al]
effort will be taken to prepare a detailed actig plan for

due to several factors as mentioned below. !
2) Pulpwood industries like HNT. require trees’ with

P
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| Department stated (November 2016) that efforts will be

taken to prepare a detailed action plan for utilisation of
the KFDF.

i
&

" girth of specified range (30-75 cm) and they an;.}ﬂ\sg\ )

not willing to undertake felling in inaccessible/remote.
areas. . '

b) In some .pla_l.lta‘tio‘ns there is nauiral growth of other

species ‘of hard wood trees which makes the process o
of marking and extraction difficult and hence the|

allotted area is rejected by HNL.
c) There is.a strong susceptibility of encroachment in
‘some areas and hence decision is taken by in the

‘working plan to retain the plantations as natural} -

forest. ‘

d) In areas with seyere man animat conflict and also|

" drought stricken areas the public resist planting of soft
wood trees -and hence the Department has to refrain
from planting soft wood species in such areas.

In the circumstances mentioned above the

department is not in a position to enhance planting area for| -

pulpwood. However, all possible areas will be.extracted
and replanted. | '

1.9.3.2

Utilfsation of ‘fn‘mds-for Forest Research
Thé fundé (40 per cent) meant for research activities are
to be utilised for the projects approved by Kerala Forest

|Development Fund Research Committee (Committee)

and the Committee has been  sanctioning -research

projects to various institutons like Kerala . Forest

‘i) Non 'submissibn of Research reports

. It is submitted that on verification some of ! projects

have been completed and report received Details of eceipt of |

project reports mentioned in the audit report are shown in the

table below

g
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Research Institute, Jawaharlal Nehru Troplcal Botanical |
Garden and Research Institute, Ra]lV Gandhi Centre for| _
Biotechnology, Kerala Agricultural University, Institation |

of Foresters Kerala and Research Wing of Forest

'Headquarters Audit scrutiny of the records of the
|department revealed that, department is not ensuring |

timely complern of research projects. and utilisation of
the research results for improvement of pulpwood
plantations in the State. Bepastmeant-Department stated
(November 2016) that audit observations ‘are noted for
future guidance,

| (1) Non-submission of Research Reports-

During the last two decades (1996~16) 85 Dro}ects (59

projects for * 3.46 crore during 1996-2010 and 26 projects

“ifor * 1.77 crore durmg 2011-16) were sanctioned and

reports of 74 projects (reports. of 11 projects sanctioned
during -2011-16 are due after April 2016) were due- for
submission before March 2016. However, final report
subrmssmn in respect of 55 projects (out of these 55

promcts 44 are sanctioned way back dunng 1996-2010

and 11 during 2011- -16) was not evident from the records

furnished to Audit Or not seen dlscussed in ‘the Kerala

Forest:Development Research Committee meeting held

during the last ten year period. Additional Principal Chlef

No. of'-

' o No. of
Name of ojects Final
Institution / proje Remarks
" Office research | reports
sanctioned | received -
More projects
KERI 21" 17 completed  and
- | " |reports are
awaited.
KAU S 6
: o o 3 project were not
{Working Plan & 16 ' 1 taken up, 3 other
[ Reasearch wing projects are
. : continuing.
JNTBGRI 3 3
IrGeB 5 | s
|| Total 48 32

The observations of andit are noted for future guidance
and the timely completion of Research projects will bte ensured.
Further most of the organizations to which projects are
sanctioned are functiéning under control of the Government
{and hence can be held responsible for Japses. Necessary action
will be taken in this regard after_examining all reports received.

5
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Conservator of Forests stated that the timely completion

of Reséa:_chj pmjécts would be ensured in future and the |

audit - observations were discussed in the last KFDF
Research Committee meeting held on 27.6.2016.

(ii)

Poor follow-up and non-utilisation of research results

|In the case of completed projects, it was stéted. tliat the | |
{final reports were forwarded to the Central Library for|

reference. But Audit noticed thet these reports were not

available either from the Library or from the department.

Also the department is not maintaining any records
showing the details of projects sanctioned, to whom

san;:tioneﬂ, amount sanctioned and paid and progress of|
the project. In the absence of these details the utilisation |-

of results of research activities could not be ascertained. .
Department replied {(September 2016) that the matter

will be taken up in the next KFD Research Committee |
and as far as possible a copy of the reports would ‘be
made available to the library for Lecessary , cross |

reference.

- ii) Poor follow up and non- utilization of research resuits.

The Department .will ensure that copy each of all

completed projects are uploaded in the website of the Forest
Department.-Copies of the same will also be forwarded to

officers dealing with preparitic_)n of working Management plan

for effe'ctive'utilizations pf Jige‘s'earch findings, A module will be

created in the Forest Management Information System| .

exclusively to monitor the research projects. Copies of final

reports of the projects are also forwarded to library for
reference. o ‘

| (iii) Utilisation of Funds for unintended purposes -

An amount of * 0.36 crore was diverted from the funds
earmarked for Forest Research activities for the purchase

|1ii) utilization of funds for unintended purposes.

It is submitted that the committee is i%only for

Ppresentation, diScussion and approval of Research pr‘ojects. The|

|of \}eh_icles (non-research activities) without the approval

) ‘

administrator of the fund need not obtain approv%:l of the*

! s
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of the GCommittee. Though, the Chief Conservator of

‘|done with the prior approval from Government, no

|to utilise research activities for improving plantation area
10r increasing the production of pulpwood were not

Forests (Forest Management) had replied that this was
dpproval was available on record.

Thus, despite sufficient demand from the industrial
units for softwood for industrial use, department’s efforts

evident from the records.

endangered and threatened plants, compilation of data required

Committee for purchase -of vehicles, The vehicles were

‘purchased based on the decision taken at the council of Senior

Forest Officers" and 'approva‘l' of the. Government was also

'sought in this regard, For purchase of Innova Cars permission of |

the Honourable Minister for Forests & Wildlife also had been
obtained. The other vehicles were 'purchases for replacing oldf
Ambassador cars which were not in running condition Copies
of relevant letters are enclosed for kind reference Hence, it may!
Please be noted that this type of expenditure may not be|
classified as diversion of funds.

Regarding - utilizing research projects for improving
plan_ting_ area or productivity of- pulpwood plantations it is |
submitted that productivity of existing pulpwood plantations is
Seen good and a$ per working plan requirements. The research
projects will be made available to all officers concerned to
énsure optimum increase in productivity The Research projects
are not only for Pulpwood plantations byt also for Improving
productivity of all plantations, Planting  Spegies - rare,

for funding varioiis projects like incentive to Sacred groves etc.
However the increase in area for pulpWood plantatigns cannot |-
be considered now due to factors a]ready mentioned in paras
above. All 'possib.le_ action will be taken for prudent tilization
of research fund for achieving objectives of KFDE, |

9.3.3

‘Q eficiencies jn imemal control

r
!

It is submitted that all necessary action will be taken to
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Plantation journals are permanent records maintained
by Forest Range offices and separate pages are provided
in plantation journals for recording all the activities of 5
plantation from the initial stage to the fipa} felling. Audit
scrutiny revealed that ‘the entries
incomplete and all the details such as v
incurred,, activities conducted, detai
conducted etc., were not_ recorded. Hence aundit could not
ascertain the actual amount expende
maintenance of each plantation.

As per Rule 3(5) of KFD Fund Rules 1989, the
Administrator of the Development Fund shal} furnish to|
| Government every year a report on the receipt and
expenditure of the Fund and Schemes ang programmes
1ente year under review, Department

arious expenditure

d for raising and

implemented during the

ensure that plantati

|maintained, The Journals are inspected both by field officers

in, journals arel. farmished-by the APCCF (FB&A) to Governinent from this year:|

Is of inspections|

| has not complied with this. provision so far,

lon journals and nursery journals are proper

and higher leve] officers. _

[, 2 ASBPIT 00 receipt and expenditure of the fund will be
T LA A S AT |

onwards as directed in the andit report.
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Para No

C&AG Report on State Finance for the year ending on 31.03.2016

1.9.4

of Guarantees — Contingent Liabilities

Guarantees are contingent liabilities on the Consolidated Fund of the State in cases of default by borrowers for whom the guarantees have been extended. Section 3 of the
Kerala Ceiling on Government Guarantees (Amendment) Act, 2015 (attached befow) which came into effect on 5 December 2003 stipulates that the total outstanding
(Government Guarantees as on the first day of April every year shall not exceed < 21,000 crore. The maximum amount for which guarantees were given by the State and
outstanding guarantees at the end of the year since 2011-2012 are given in Table 1.26

Table 1.26: Guarantees given by the Government of Kerala { Tin crore)

Guarautees 2011-12 2012-13 2013-14 2014-15 2015-16

Maximum _ i1,332.11 1148225 12275.21 13123.3 13712.77
amount
guaranteed

Outstanding 8,277.44 9099.5 9763.36 11126.87 12438.52
amount of :
guarantees

Percentage of 30 26 25 23 20
Maximum
amount
guaranteed to
total revenue
receipts

Criteria as per 14,000 14000 14000 14000 21000
Kerala Ceiling
on Government
Guarantees
Act, 2003
(Outstanding
amount of
guarantees as
on the first day
of April)

Source: Finance Accounts of the State Government
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ACTION TAKEN REPORT
>

1.9.4

1.9. 4

1.9.4

1) The above table shows that there was steady
increase in the outstanding guarantees at the
end of last five years and it increased from
8,277.44 crore in 2011-2012 to 12438.52
crore in 2015-16. However, as a percentage of
revenue receipts, the guaranteed amount
showed steady decline from 30 percent in
2011-2012 to 20 percent in 2015-16, which is
a good indicator.

2) As per Section 6 of the Act, the
Government has to constitute a Guarantee
Redemption Fund. The guarantee commission
charged under Section 5 f the Act was to0 form
the corpus of the Fund. However, the Fund had
not been constituted and consequently,
guarantee commission of ¥ 752.78 crore
collected during 2003-04 to 2015-2016 had
not been credited to the Fund but was treated
as non-tax revenue in the relevant years and
used for meeting the revenue expenditure of]
the Government.

3) During the year, an amount of ¥ 88.83 crore
was received as guarantee commission and as
of March 2016,396.96 crore was due as
arrears in this regard.

1) Government Guarantee includes the guarantee given by the State Government on behalf
of the Government Departments, Public Sector Undertakings, Local authorities, Statutory
bodies, Corporations and Co-operative institutions considering the purpose, prospects, etc
within the ceiling on outstanding Government guarantee as on the first day of April of every
year. As the purpose of the Act is for providing Government Guarantee, the State has to
stand as a guarantor.The increase in the total guaranteed amount is in proportionate with the
size of State's budget and GSDP. So as to maintain this liability in consonance with the size
of the economy, the ceiling has been refixed as 5% of the GSDP of the State, thereby
ensuing two benefits of keeping the liability in check and ensuring liquidity for the growth
of the economy.

2) Guarantee Redemption Fund (GRF) have been prepared and is in its final stage of being]
adapted. It would be notified shortly. As an when the Guarantee Redemption Fund is
constituted, immediate action will be taken to credit the commission in the corpus Fund.
There is no limitation in meeting it as revenue expenditure of the Government till the GRF
formed. Hence, in the present stage, there is no relevance in drafting the points in the report
and hence the same may be dropped. ‘

3) Constant efforts were taken to get the dues and to ensure Commission is being paid in
time. The institutions were requested to remit the Commission in time.

Preetha B.S
Joint Secretary

Finance(PU-B) Department

&
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STATEMENT OF ACTION TAKEN ON PARAS OF THE COMPTROLLER AND AUDITOR GENERAL REPORT OF THE
YEAR ENDED 31* MARCH 2016 ON STATE FINANCES

Sl
No

Para
No.

Audit Observation

Action Taken

1

22

The overall savings of €24,513.62 crore was the result of
savings of ¥24,744.39 crore in 44 Grants and 19
Appropriations under the Revenue Section and 27 Grants
and six Appropriations under the Capital Section, offset by
excess of 230.77 crore in three Appropriations under
the Revenue Section and one Grant under Capital section,
Overall savings increased from 19.5 per cent in the last yvear
to 206 per cent in 2015-16 indicating increasing
deficiency in the budgetary process. Audit further analysed
utilisation of budget allocation under voted categdry in
revenue and capital section separately and observed that
in 29 Grants (each having savings exceeding 100 crore)
budget allocation of ¥16,807.79 crore remained unutilised
in plan and non-plan category.

Chapter 8 of KBM contains provisions for control of
appropriation for ensuring financial accountability and
prudent budget management. However it has been noticed
that several spending departments do not strictly adhere to
these provisions thus paving the way for occurrence of
variation between budgetary appropriation and actual
expenditure. - To ensure appropriation control and prudent
execution of budget, Govt. issues necessary instructions to
all departments time to time reiterating the need for
adherence to the relevant provisions in the KBM to avoid
recurrence of such instances in the ensuing years. In the
budget circular issued every year, all heads of departments
and controlling officers are given specific instructions to
personally ensure that estimates are prepared with utmost
care and accuracy taking into account all aspects that are
normally available at the time of estimation so as to avoid
instances of huge variations between estimates and actuals.
Vide Circular  No0.46/2017/Fin  dated 07-06-2017,
mstructions to this effect was given in 2017 also. This
department has issued stringent instructions to all controlling
officers and Heads of Departments for taking urgent
measures to rectify the errors and to prevent the recurrence
of these instances in future. In the special working groups
and departmental working groups and in the Secretary level
meetings special instructions are given to the controlling
Officers  for prompt and timely utilization of outlay
earmarked for various developmental schemes.

2.3.1

Audit of Appropriation of Accounts revealed that savings
exceeded2100 crore and also more than 25 per cent of the
total budget provision in 14 Grants/Appropriations.

The Budget estimates are usually prepared on the basis of
the estimates furnished by heads of departments and
controlling officers. In the budget circular issued every year,
all heads of departments and controlling officers are given
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2.3.2

Persistent savings of 100 crore or more of the provision
was noticed in four cases for the last three years. Further
anﬁlysis revealed that overall savings under the above Grants
were due to persistent savings occurred under a few
subheads, which indicated failure of the respective
Controlling Officers and the Finance Department in making
a realistic assessment of the budget requirement based on the
expenditure of the previous year and also the ability of the
department to utilize the funds.

42

specific instructions to personally ensure that estimates arc
prepared with utmost care and accuracy taking into account
all aspects that are normally available at the time of
estimation so as to avoid instances of huge variations
between estimates and actual. The Finance Department
normally takes into account the trend in expenditure of the
previous financial years under each unit of appropriation
while formulating budget estimates of a financial year. The
State Planning Board had been requested to ensure that
provisions are to be made in the Annual Plan only to the
extent based on spending efficiency and realistic assessment
of previous years’ progress in implementation of schemes
and the expenditure incurred against the budget provision
made in previous years while making head of development
allocation for various schemes. Finance (Budger)
Department will take utmost care and earnest efforts to make
budget estimates realistic by analyzing the instances of
persistent savings in a case to case manner. All Heads of
Departments/ Controlling Officers have been instructed in
budget circular to take into account the excess expenditure
or savings of the previous years while formulating the
budget estimates for succeeding years in order to make
budget estimate as realistic as possible based on the
recommendation of the %0"™ report of the Public Accounts
Committee.

2.3.4

As per Article 205 of the Constitution of India, it is
mandatory for a State Government to get excesses over
Grants/Appropriations regularised by the State Legislature.
Although no time limit for regularisation of expenditure has
been prescribed under the Article, the regularisation of
excess expenditure is done after the completion of discussion
of ‘the Appropriation Accounts and the connected Audit
Report by the Public Accounts Committee (PAC). Excess
expenditure under 13 Grants and five Appropriations

The regularisation of excess expenditure is done after the
completion of the discussion of the Appropriation Accounts

and the connected Audit Report by the Public Accounts

Committee  (PAC).The Public Accounts Committee
recommendations in this regard -till date has already been
enacted during the previous sessions of Legislative
assembly. This department will take necessary action for the
regularization of items included in audit report on the receipt
of the Public Accounts Committee recommendations on the
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amounting to@817.61 crore for the years 2011-12 to 2014-15
was to be regularised (October 2016).

same.

2.3.5

2.3.6

Supplementary provisions aggregating to ¥781.10 crore,
obtained in 20 Grants/ Appropriations @one crore or more in
each case) during the year, proved unnecessary as the
expenditure did not come up to the level of even the original
provisions. Since there was sufficient savings in the original
budget allocation, the option of re-appropriation of funds
between heads of account (where savings are noticed) within
the Grant/Appropriation could have been resorted to by the
Chief Controlling Officers (for heads of accounts which
require funds) instead of proposing Supplementary Demands
for Grants (SDG). Further scrutiny revealed thatT434.52
crore (out of€781.10 crore) were obtained in February 2016
and the departmental officers/chief controlling officers had
ample opportunity to assess the expenditure of various heads
of account under their control, for re-appropriation of
savings, to needy heads of accounts. Audit further
scrutinised the utilisation of supplementary grants obtained
for schemes/activity under the above Grants/Appropriation
and deficiencies in utilisation of these supplementary grants.

Re-appropriation is transfer of funds within a Grant from
one unit of appropriation, where savings are anticipated, to
another unit where additional funds are needed.
Augmentation of funds through re-appropriation was
resorted to by departmental officers. However. audit analysis
revealed that augmentation of budget allocation was wholly
unnecessary in some sub-heads as the final expenditure was
less than the budget allocation (original and supplementary
grant) provided under it. Subheads in which augmentation
was done through reappropriation (exceeding "one crore) but
no part was utilised

Normally the items included in the SDG are those require
New Service Procedure and the items recommended by
Administrative Department, reported as expenditure of
unavoidable nature and those schemes having assistance
from Central Government has been received afier the
finalization of budget. Even the budget proposals from
Administrative Department are closely scrutinized before
including them in the SDG based on the necessity
recommended by the Administrative Department. Strict
instructions are issued to all Administrative Departments in
Circulars seeking SDG proposals to conduct a detailed
scrutiny of the proposals furnishcd by the Heads of
Departments to ensure that the proposals are in order in all
respects alone need be recommended to Finance
Department. The latest instructions in this regard were issued
in Government Circular No.80/2017/Fin dated 16-11-2017.
The instances of unnecessary Supplementary Grants.
/reappropriation point to the lapses from the part of the
Controlling Officers, who are primarily responsible for
furnishing proposals for Supplementary Grants with utmost
care and caution. Circular instructions are issued every year
to all Heads of Departments to ensure that the actual
requirement of funds are promptly assessed before
fuenishing  proposals  for  Supplementary  Grants
freappropriation so that the additional appropriation does not
result in savingsfexcess. It is expected that Finance
Department is now possible to access the upto date trend in
expenditure after the introduction of IFMS so that
unnecessary SDGs and reappropriation can be avoided to a
greater extent.
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As per Paragraph 91 of the Kerala Budget Manual, the
Administrative Departments should surrender all anticipated
savings before the close of the financial ‘year to Finance
Department as and when they are foreseen, unless they are
required to meet the excesses under other units of

| appropriation. During 2015-16, 22,459.15 crore (19 per

cent) out of the total budget allocation (¥1,18,890.79 crore)
was surrendered at the end of the financial year. More than
21,000 crore were surrendered in five Grants/Appropriation.
Further analysis revealed that surienders (surrenders

| involving more than 50 per cent of the total allocation and.
.| more than®one crore in each case) were noticed in 254 sub-

heads, amounting to F17403.39 crore. In 206 subheads,
entire budget allocation amounting t0%1,485.53 crore was
surrendered and in 46 cases, this was T five crore. In 7
schemes, no budget allocation was provided through

| original/ supplementary budget but funds were brought in

through re-appropriation. Augmentation of F11.37 crore
through re-appropriation was finally surrendered without
utilization.

The lack of observance of the due procedures ank
instructions faid down in Kerala Budget Manual for control
of expenditure and appropriation required for achieving the
objective of proper and effective spending of the allotted
budget provision from the part of some departments has
resulted in instances of persistent savings under certain
demands. Specific instructions are regularly issued to all
departments to ensure strict adherence to the relevant
provisions in KBM with regard to the prudent management
of budgetary appropriation. In the "budget circular issued
every year, instructions to all estimating officers are being
given to assess the requirements precisely so that the
estimates do not turn out to be varied from the actual
expenditure. The latest instructions in this regard were issued
in Govi. Circular No. 68/2016/Fin dated: 12.08.2016.
Instructions  were also given in  Govt. Circular
No.90/2013/Fin dated: 08.11.2013 to all departments to
devolve a proper system for tracking expenditure incurred

against appropriations placed at their disposal on regular a.

basis for ensuring financial accountability and effective
budget management system. Finance Department is of the
view that introduction of IFMS will be helpful for prudent
management of expenditure in the coming years,

.l

2.3.8

In 16 Grants/Appropriations, the amounts surrendered ¥ one
crore or more in each case) was in excess of the actual

| savings indicating lack of or inadequate financial control. As

against savings of€13,593 .88 crore, the amount surrendered
was 214,170.56 crore, resulting in excess surrender of
¥76.68 crore. Further, audit analysed the budget
management of Departmental officers in respect of
schemes/activities under their control and observed that in

20 schemes/activities, injudicious surrender led to excess
‘| surrender (in excess of Tone crore) in the Grants. It was
observed from the replies furnished by the departmental

officers that excess surrender was due to discrepancies in

Chief Controlling Officers and Heads of Departments are
responsible for the surrender of all anticipated saving to
Finance Department through the concerned administrative
department without waiting till the end of the year when
such savings are foreseen and unless they are required to
meet excesses foreseen at that time under other units. The
lack of effective financial mechanism in place to trace the
exact data on the actual expenditure incurred against the
appropriations placed at the disposal of sub officers by the
controlling officers is viewed as the main reason for ihe
occurrence of the instances of surrender in excess of actual
savings or non surrender of
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2.3.9

expenditure details furnished by subordinate offices.

As per Paragraph 91 of the Kerala Budget Manual, spending
departments are required to surrender Grants/Appropriations
or portions thereof to the Finance Department as and when
savings are anticipated. It was observed that savings of
®840.13 crore available under these three Grants and one

¥2,859.57 crore (28 per cent) out of the total savings of
%10,203.46 crore under 41Grants/Appropriations with
savingg of ¥ one crore and above in each
Grant/Appropriation were not surrendered. Besides,
€3,516.07 crore under 29 major heads was surrendered only
on 31 March 2016 (surrender of funds in excesssof¥10
crore).

Appropriation were not surrendered at the end of the year.

actual savings. Government have already undertaken the
initiative for implementation of Integrated Financial
Management System (IFMS) by combining various online
systems on receipt and expenditure by integrating State
Budget with treasury. transactions relating to line
departments, Accountant General, RBI and other
stakeholders. When the system of Integrated Financial
Management System (IFMS) is implemented completely,
monitoring of expenditure can be done more effectively.
I[nstructions have already been issued in Government
Circular No. 90/2013/Fin dated: 08.11.2013 to all controlling
officers to evolve a proper system for tracking expenditure
incurred against appropriations placed at their disposal on
regular basis. It is stipulated in para 93(1) of Kerala Budget
Manual that Controlling File No.BW-A4/26/2016-FIN
officers/ Administrative departments shall furnish surrender
of savings to Finance Department by before 25th February
every year. Specific instructions are being issued regularly
during the month of January/February to all Chief
Controlling Officers and Heads of Departments to surrender
funds found to be in excess of requirements under each unit
of appropriation. Latest instructions in this regard were
issued in Government Circular No.10/2017/Fin dtd:
06.03.2017.

BK. RAJESH KUMAR

I
!
¢

_ Joint Secretary
Finance Department
(}ow. Secretariat
‘ Thrruvananthapuram
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STATEMENT OF ACTION TAKEN ON THE AUDIT PARA CONTAINED IN THE REPORT OF THE COMPTROLLER

" She— ad

GOVERNMENT OF KERALA

FINANCE (STREAMLINING) DEPARTMENT

& AUDITOR GENERAL FOR THE YEAR ENDED ON 31.3.2016.

Financial Rules prohibit withdrawal of money from treasury
unless it is required for immediate disbursement. However,
in some cases departmental officers withdraw budget
allocation at fag end of the year, to avoid lapse of budget,
and keep them either in Treasury Savings Bank account or
outside the Government without being spent. This has
resulted in overstatement of the total expenditure of the
Grant as the amount remained unutilised even after the
close of financial year. Audit noticed a few instances of
under-utilisation of Government funds as detailed in Table
2.20.

Table 2.20 : Details of overstated expenditure

(Rs. in crore)
sl. Implementing Institution / Date of Amount | Unutilized
No. Name of scheme withdrawal of | drawn _| amount
funds
1 | Animal Husbandry Department - | 20 May 2012 2.14 214,
Kerala State Poultry
Development  corporation  /

Sl. | Para Audit Para Statement of Action Taken on the
No.; No. Audit Para
1 | 2.4 |Non-reconciliation of departmental ficures:-
(2.4.1) | Pendency in submission of Detailed Countersigned All the pending DC bills upto 31.3.2016
Contingent bills against Abstract Contingent bills has been cleared. :
2 | 2.6 |Overstated Expenditure :

As per the letter dated 13.05.2021,
the Director of Animal Husbandry has
reported that due to non-availability of
suitable land and required fund, the
Meat Processing Plant could not be
set up. Since the amount kept un-
utilized, the Government resumed the
amount vide G.O.(P)N0.156/2017/Fin,
dated 14.12.2017.

As per the letter dated 7.4.2018,
the Chief Conservator of Forest has
reported that Phase — | work of the
Thrissur ~ Zoological Park was
entrusted with CPWD as per G.0.(Ms)
N0.30/2016/F&WLD dated 12.8.2016.
The amount from the TSB Account
was thereafter transferred to the
CPWD to carry out the Phase-1 works




Poultry .  Processing

Mobile Freezer Unit, Vacuumy
packing machine {2403-00-180-

Plant,

94)
Forest & Wild Life Department - | 30 March 2.50 2.50
Zoological Park, wild Life '} 2013
Protection and Research
Centre, Puthur (2406-02-110- |
49) ;
Agriculture Department - 1 28 March 1.00 1.00
Establishing two mobile soil 12016
testing laboratories ;
(2401-00-104-79) ’
Kerala Infrastructure investrnen{ 28 Marchl 873.86 873.86
Fund Board Major| 2016 :
Infrasiructure Developmen
Projects
(5475-00-800-92-(P))
Total 879.50 879.50

‘
|i
|
i.

|
|

which are in progress. Therefore, L.
has requested to drop the Audit Para
No. 2.6 <

The Director of Agricultural
Development & Farmers' Welfare
Board has reported that Mobile Soil
Testing Lab for Kasaragod and
Pathanamthitta Districts has not
purchased since the approval from the
DPC has not received till date. This
project was funded by Govt. of india
under the National Mission for
Sustainable Agriculture (NMSA), The
sanctioned amount of Rs.100.8 Lakh
provided under the h/a “2401-00-104-
79" has kept in the TSB Account of
the Director of Agriculture.

The Joint Fund Manager of KIFB
has reported that an amount of
Rs.873.86 crore was transfer credited
from the h/a “5475-00-800-92(P)" on
28.3.2016 to the Spl. TSB A/c N0.479
in the name of KIIF Board and is
parked in the Special TSB A/c as seed
capital of KIIFB to leverage sufficient
borrowing at competitive rates. The
seed capital fund will remain as the
main leverage to attract funds at
competitive rates of interest. As such,
the fund requires to be kept unuiilized
till exigent needs arise.
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2.7.2

Retention of excess cash balance :

According to Rule 309 of Kerala Treasury Code Vol.,
every year in January, Government fixes the maximum cash
balance for each District Treasury for the next financial year.
The District Treasury Officer in turn fixes the cash balance
for each Sub Treasury in the district. The actual cash
balance in treasury should ordinarily be kept much below
the normal maximum balance fixed for a treasury so that
Government's credit balance in the Reserve Bank of India
may be as large as possible. Moreover, excess retention of
cash balance in treasuries may cause loss of revenue to the
State by way of loss of interest on investment, payment of
interest on ways and means advances, etc. Excess
retention of cash balance was noticed in 109 treasuries /
sub treasuries on 880 occasions during the financial year.

The Director of Treasuries has
reported that excess retention of cash
balance noticed in 109 treasuries on
880 occasions were cleared.

REENA VARGHESE
PEN. 100303

Financc Depar
Govt. Seoret
Thiravanai .



2,2.7.3,2.7.4,2.75,2.8 & 2.9

'No

Action Taken

2.3 .3 |Excess ove

Revenue Section in three appropriations
Grant-Public Works' which require regul

|original budget allocation was 210.04 ¢rore
surrounded an amount of I52.80 érére hlch resulted in final excess of T19.89

|75-Construction of office building -

ss- expenditure of T161.54 crore under
1d 69.23 crore under Capital section in
arisation under Article 205 of the
Constitution. The sub-heads in which-expenditure exceeded the appropriation under
the Grant are detailed in Table 2.5 as shown in Annexure I. - |

-99-'31001( Loan for State Plan- Schemes,
crore.  Subsequently, Controlling Officer

In the case of itém_ number 4, 2049.04_ 10

crore 9final expenditure was J177.13 crore). Similarly, in the case of 4059-01-051-
mmercial Taxes Department, major
ndered (34.62 crore out of T5.00

portion of the original budgt allo«:atmn ‘
' £'37.78 crore finally incurred from the

crore) without anticipating the ¢ ependitire ¢
head of account. -~ SRR S

|money had to be spent on|

This Para is related to
excess expenditure over
budget provision. As the
interest rate on treasury
deposits increased, More

interest. In order to
regularise the  excess
expenditure in this regard,|
request has submitted
Gowt. vide letter
TRY/12263/2019-F2 dated
21.10.2020. -

2.7

ction of jes

| There were 23 District Treasuries,200 sub treasunes, 12 Stamp depots and one e-

treasury functioning in the State as of March 2016. The Principal Accountant
General (A&E), Kerala inspected 150 units (including Directorate of Treasuries,

|District Treasuries and Sub-Treasuries). Irregularities and deficiencies noticed

during the inspection of treasuries are mentioned in the succeeding paragraph.

This para is related to the
Internal  Inspection of
Treasuries. Action  are
being taken to rectify the
defects mention in the
report.
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12.7.1 \ _
_ |During the course of treasury inspection, excess payment on account of
- |pension/family pension amounting to 0.90 crore was noticed in 898 cases. The
~* |main reasons for these excess payments were errors in calculation of revised
pension, continuance of higher rate of ily pension after expiry of authorised |
_|period, non deduction of commuted portion of pension from basic ‘pension.
Payment of ineligible festival allowance and medical allowance to family pensioners
.+ |who are also in receipt of regular pension and incorrect calculation of dearness

|retief. Out of the above excess payment, Rs.0.30 crore, involved in 537 cases have

already been recovered as shown in Table.2.21.

{dropped the objections in| .

This para is regarding the|

recovery - of . excess
payment made towards
pension/family  pension.|
Out of the total reported
cases of 898 (Amount 0.90
crores), the entire amount
has been recovered and|
accordingly the
Accountant General has

this para.

2.7.2

»

Acc

ord

2ACESS CASN DAlance . ‘ ‘ L

ing to Rule 309 of Kerala Treasury Code Volume 1, every year in January,
- {Government fixes the maximum cash balance for each District Treasury for the next
- |financial year. The District Treasury Officer in turn fixes the cash balance for each
- |Sub Treasury in the district. | The actual cas 1 balance in treasury should ordinarily be

- |kept much below the normal maximum' balance fixed for a treasury so that
“{Government's credit balance in the Reserve Bank of India may be as large as
. |possible. Moreover, excess retention of. cash balance in treasuries may cause loss of
|revenue to the State by way of loss of interest on investme
ways and means advances, etc. Excess retention of cash balance was noticed in 109

‘ treaéu_ries/Sub —tréasm‘igs on 880 occasions dy the financial year.

nt, payment of interest on

This para is related to
Excess retention of cashi
balance beyond limit in|
treasuries. All the cases
up to 31/12/2019 have
been ratified by the
Director of Treasuries.
Accordingly the

Accountant General has| =

dropped the objections in
this para. The limit of]
retention of cash in
Treasuries  has  been
enhanced w.e.f.
01/04/2019 by
Government vide G.O]
(Ms)  No. 89/2019/Fin
dt.12/02/2019. o
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(P)85/2011/F1n dated 16 February 2011) has to be recovered with effect from the

- |date of coming over to the revised scale .in the case of employees residing in

i | Government quarters and whose scale of pay is 21240-37040 and above. In the case

of employees covered under UGC/AICTE scale of pay, rent at the rate of four per

| cent of their basic pay has to be recovered (paragraph 14 of the pay Revision Orders

2009). During the year, short/non-recovery of house rent was noticed in 37 cases

- |amounting 32.84 lakh in 22 sub treasuries, of which 2. 37 lakh in respect of 26
‘[cases was yet to be recovered as on October 2016

- ' - residentia | This para related to short/
. House renI at the rate of two per cent of basm (as per paragraph 14 of G. 0

non-recovery ‘of rent of|
residential quarters.. Out|
of the reported cases entire
amount in respect of HRA|
was fully recovered and
according the Accountant
General has - dropped the
para.. -

‘2;7;43 P It : van ViNg isk
o Durlng the audlt of Treasury Informatlon System, Pnnclpal Accountant General
' |(A&E), observed that in 92 treasuries, out of <121.67 crore (389 cases) drawn.as

advance. J121.01 crore (327 cases were not settled (October 2016) by presenting
final bills. Non-settlement of advances dlstorts the correctness of expendltm'e
' booked in Government accounts.

|This para related -fo,,'the

.|the contingent advances

- |guidance has isswed in|
‘|this regard vide G.O P

~ INIC to modify the BIMS| -
~  |accordingly. '

adjustment of advances|’
drawn by DDOS ction}
has been given to all
HOD's and DDO to settle

- |within the specified period
tvide ~ Circular| -
No.87/2019/Fin = ;
Dt.23/10/2019. In

addition to this necessary|.

No. 5/2020/Fin  dated
09.01.2020 and a531gned

2.7.5

Bank, ' cou . . o . -
As per existing Government orders, if any Personal Deposits (PD) account remains

ings |This para related -to- the|

irregular maintenance of|
PD accounts and treasury|

~ |un-operated for more than three years consecutively, the order of the Government

savings bank account.
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~|revenue and

has to be obtained for closing such accounts, if the accounts are no-longer required | Details - regarding nor?, !

by the Administrator. Such

|three -financia} years, should be closed and the balance transferred to revenue,
~ (However, during the. audit .

- |blocked up in_236 accounts. Out of this, J4.82 crore had been creditedback to
14833 crore remained

accounts.

[Similarly, as per Rule 28 and 40 of Treasury Savings Bank Rules, Accounts which
|remain inoperative for more than five
- ‘|interest and balance outstanding in such accounts are to be transferred to Revenue
- |Peposit. Principal Accountant General (A&E), observed that in 29 treasuries 0.54
. |crore was available in 383 un-operated accounts. Further, an amount of $3.05 crore

|being the balance amount of various projects/schemes implemented by eight{

| departmental officers was idling under treasury savings bank/treasury public account
_|of eight treasuries. o - o ' -

PD -accounts which remain un-operated for more than |transactional PD. accounts |
' are compiled and handed
over
Finance Department vide
unadjusted (October 2016) in 174 PD |letter No..  TRY
- - ' 12340/2019/ M&E3 dated
30.10.2020.
completed financial years cease to bear transactional accounts are
closed and transferred to
RD on every five years.

of 50 treasuries in 2015-16, T153.15 crore was seen

12.8

|Against the total budget allocation of ¥1,18,890.79: crore, total expenditure was |
- |94,377.17 crore, which resulted in under-utilisation of 21 per cent (¥24,513.62|
|crore) of the budget alocation during 2015-16. This was one per cent more than the
~ [under-utilisation during 2014-15. In nine Grants and one Appropriation pesistent
- |savings of 100 crore or _ |

expenditure of 230.77 crore under three ‘appropriations and one Grant is to be

- |regularized under Article

 {aggregating to ¥781.10 crore, obtained in 20 Grants/ Appropriations (Yone crore or
~ |more in each case) during the year, proved unnecessary as the expenditure did not
- |come up to the level of even
re-appropriation was proved wholly unnecessary in some sub-heads as.the final

expenditure was less than

- supplementary demands for ‘
savings of {13,593.88 crore, the amount surrendered was ¥14,170.56 crore,

- |resulting in excess’ surrend

more were noticed for the last three years. Excess|

2050f the Constitution. Supplementary provisions | This para's related to|
irregular maintena_in@ of]
PDA and TSB A/C and
the _budget'_' allocation received through original and |P eriodical -- r¢view : of
grants. In 16 Grants/Appropriations, against the actual operative PDA and TSB

A/C on completion of five|

the original provisions. Augmentation of funds through

er of I576.68 crore, which indicated the injudicious

to the AG and|

- Non-| =
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Fallm'es m appropnatlon con:l:rol q_n_

allocatlon were made in the budget’.
rehablhtatlon of mentally challenge

elected for Teview. . Though,
years (2013-14 to 2015-16) for

[29

o Fmance Department may rev1e '

! ;process in Grants/ Appropnatmns
contmuously showmg under-‘ ;

udget allocation as overall savings
earaﬂ:eryear A

ation of budget allocation under the
request of departmental officers for
rants to-avoid unnecessary savings under the
| Grant/Appropnatlon at the er .the “financial year.  Departmental
- Controlling Officers may propose “for Supplementary Grants only after
. exhausting the’ chances f0r m—appmpnauon between the heads of account

Grant/Appropnwon Whlle

ﬁnancml yeam - Non-
transactional accounts are
closed and transferred to|
RD. Details regarding|
u'ansactlonal ~ PD
accounts are complled and
handed over to the AG|
vide letter No.TRY|
12340/2019/M&E3  dated
03/08/2020.

- under their control, R _
~* Periodical review of i moperau ¢ Persons *_leposﬂ: Accounts and Savmgs Bank
'Account may be carried out at treasury _; level to avmd blockage of funds




-

R
Table 2.5 Sub -heads In which expenditure exceeded the a spropriation -
) | | V(Rs. !n'Crore)..
"Sl. | Head of account and name of the scheme | Final | Expenditure | Excess
No | . o o - Appropriation |- - |
: -20.4_9- Interest Payments = Charged (Non - Plan) | | o
1~ [03-1598- Fixed Tme Deposits | T65978 T673.12 13.34
[27 0370496 Interest on General ProvidentFund  |563.82 “[625.89 62.07
[3 ]03-108-99- State Life Insurance Offical Branch | 150.00 _ o2t {4121
[4 " [0470189- Block Loans for State Plan Schemes  [B7.24 7.8 19,89
15 03-108-95- Kerala State Government Employees 9800 110;9_7 | | 297
A Group hsurance Scheme - | '
| 4059 Capltal Outlay on Public Works -Voted (Non - Plan) | |
" [6 [01-05+75 Construction of office buﬂdlng for 038 7.78 {740
| CommerCIaI Taxes Department ' E
- Capltal Outlay on Roads and Brldges - Voted (Plan) L
~ |77 [80-00+99-Establshment charges transfered on _ ]229.02 ~ [293.22 64.20
o percentage basis from 3054 - Roads and Bndges | R : |




Table 2.21 Excass

o

“‘” ﬁ’e;jmalns- to:be recovered

(Rs. I Crore)

No..

Details of Excess paid: -,

penalen -

Recovered

Balance -

No.ofmo

No.of case

[Excess paymen t--of'pm- sion |

Excess payment of UGC‘

pensmn

001

0.02

Excess. . of . Famlly_ |

pens:on

2 | 00

59 | 024

Excess payment of fesuval ) A
~ |allowance: -

- 006

0.06

-Irregular creﬁmng of MLA.
.pensron .

2 002

0.0

| ExmpaYment of inter -state

penswn

0.01

Total

70.30

- 361

T0.60

s

-G. SREENI
Joint Secretary

-Amount |

" Finance Departu_lent
Govt Secretariat

Thiravananthapuram



The action taken report on the recomm
year ended march 2016

A\

i

endation of chapter 2 of the C& AG audit report on state finance for the

El' Related dept |Recommendation Action taken ]
No
'[2049-Interest Payments-Charged (Non-plan)

1

Insurance

Excess over provision during 2015-16

The Appropriation Accounts disclosed excess
expenditure of Rs.161.54 crore under Revenue
section in three appropriations which require
regularisation under article 205 of the
constitution. The sub-heads related to State
Insurance Department in which expenditure
exceeded the appropriation under the grand are
detailed in table 2.5(Rs.in crore) which will
come around to a consolidated excess of Rs.
54.18 Crore ‘

Sl [Head of account| Final Expendi | Excess

No |and name of Appropri [ ture
the scheme ation

3 [03-108-99-state |150.00 191.21 141.21
life insurance
official branch

5 103-108-95- 98.00 110.97 112,97
kerala  state
govt.Employees
Group
insurance

Scheme

As Interest has been calculated in
lines with the hike in the rates of
premium and  increase in the
numbers of additional policies in
respect of SLI & enhancement of
subscriptions in GIS scheme of
government employees, additional
expenditure was incurred during the
financial year 2015-16 on account of
interest in respect of the above
schemes .The monthly subscriptions
of SLI & GIS schemes are being
remitted directly to the treasury
department.  Interest can  be
calculated in accordance with thel|
increased income mentioned above
only after reconciling the accourits of
treasury department in respect of the
premium/subscription so received
with those of AG's records, The
delay faced by the insurance
department in the execution of the
above activities made it difficult for
them to obtain sufficient additional
funds for the purpose on time. Such




—

NS

issues can only be solved with t@
completion of the computerisation
process of  the department.
Immediate steps will be taken to
rectify such unintentional mistakes
and to avoid the same in future.

o«

G. SREENI
Joint Secretary

Finance Department

Bl

Govt [ecretanat
. mu\mu T bt

)

%
#
#
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z_"TA ? EMENT OF ACTION TAKEN ON PARAS OF THE COMPTROLLER AND AUDITOR GENERAL REPORT OF THE YEAR

ENDED 31“MARCH 2016 ON STATE FINANCES

| :Ilo l;::.a Action Taken
1 2 .3 .1 0

It has came to the notice of Government that certain cases of re-appropriation prbposals furnished by the Chief
Controlling Officers and Heads of Department are devoid of full frank and forthright reasons to the satisfaction
of the existing rules and procedures laid down in Kerala Budget Manual. Governments have time to time issued
instructions to Controlling Officers and Heads of Department for strict compliance of the relevant provisions in
the Kerala Budget Manual so that defective proposals can be minimized to a great extent. As per Government
Circular No.33/2009/Fin. Dated, 23.04.2009, instructions were given to all Controlling Officers and Heads of
Departments to furnish specific explanation for savings/excess along with re-appropriation proposals. Latest
instructions in this regard were issued by Government as per the circular No. 11/2021/Fin dated: 04.02.2021
spe01fy1ng to furnish full frank, forthright and specific reasons for the increase or decrease of appropriation
proposed to be made under each unit of appropriation as stipulated in Para 86 (3) of the Kerala Budget Manual.
It is expected that due to the repeated instructions, un explained re appropriation can be reduced to a great extent
in coming years.

anl: 100562
emoulal” emiasa
wmae} nael
o m(aestlwg
NIk

/ «e(nm@
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GOVERNMENT OF KERALA
Finance (Budget Wing-F) Department
STATEMENT OF ACTION TAKEN ON THE PARA NO. 2.6 OF THE COMPTROLLER AND

AUDITOR GENERAL’s REPORT ON STATE FINANCE FOR THE YEAR ENDED
31 MARCH, 2016.

Para

Recommendation contained in
C&AG's Report

Action Taken

2.6

| Overstated Expenditure

Financial Rules prohibit withdrawal of
money from treasury unless it is
required for immediate disbursement.
However, in some cases departmental
officers withdraw budget allocation at
fag end of the year, to avoid lapse of
budget and keep them either in Treasury
Savings Bank account or outside the
Government without actually spending.
This has resulted in overstatement of the
total expenditure of the Grant as the
amount remained unutilized even after
the close of financial year. Audit
objection is that an amount of Rs. 873.86
crore had been transferred from 5475-00-
800-92-P-V meant for 11 Major
Infrastructural Development Project to
the corpus fund of KIIFB to facilitate
borrowing by that institution.

Lump-sum budget provision earmarked under
the head of account 5475-00-800-92-P-V is for
allotting funds based on the actual
requirements for the implementation of major
infrastructural projects in the State. The

balance under it at the close of 2015-16 and |°

2016-17 was transferred as a corpus to facilitate
borrowings for infrastructure development by
the KIIFB, which is a Special Purpose Vehicle
formed by the State Government for
mobilizing and channeling funds to various
infrastructure projects. The funds, thus
transferred by direct debit to the head of
account  ‘5475-00-800-92-P-V-Major  Infra
structural Development Projects’ was
reclassified to the newly opened head of
account ‘5475-00-115-95-P-V-Assistance to the
Corpus of KIIFB for Mobilizing Resource from
External Source-Transfer from MIDP in the
Finance Accounts of the State for 2018-19 for
the distinct and proper classification of funds
provided to KIIFB on the basis of orders of
reclassification issued in G.O.(Rt)N0.9578
/2018/Fin dated 21/11/2018 and subsequent
inclusion of token provision in the Second
Batch of Supplementary Demands for Grants
for 2018-19.

Q\b@l@/

V, SUSEEL KUMAR
Jwint Secretary
Finance ®epartmant
Gevt. Secretariat
Thituvanandhapuram




STATEMENT OF ACTION TAKEN ON THE AUDIT PARA CONTAINED IN THE REPORT OF THE COMPTROLLER &

A 2A

GOVERNMENT OF KERALA

FINANCE (STREAMLINING)} DEPARTMENT

AUDITOR GENERAL FOR THE YEAR ENDED ON 31.3.2016.

Financial Rules prohibit withdrawal of money from
treasury unless it is required for immediate disbursement.
However, in some cases departmental officers withdraw
budget allocation at fag end of the year, to avoid lapse of
budget, and keep them either in Treasury Savings Bank
account or outside the Government without being spent. This
has resulted in overstatement of the total expenditure of the
Grant as the amount remained unutilised even after the close
of financial year. Audit noticed a few instances of under-
utilisation of Government funds as detailed in Table 2.20.

Table 2.20 : Details of overstated expenditure
{Rs. in crore)

Sl. | Para Audit Para Statement of Action Taken on the
No.} No. Audit Para
1 | 2.4 |Non-reconciliation of departmental figures:-
2.4.1 {Pendency in submission of Detailed Countersigned All the pending DC bills upto 31.3.2016
Contingent bills against Abstract Contingent bills has been cleared. ;
2 | 2.6 ;Overstated Expenditure :

The Director of Animal Husbandry has
reported that by utilising the fund
available as per Plan Schemes 2012-13,
the Corporation has erected and
commissioned a Walk-in-Freezer and is
functioning satisfactorily. For setting up
of Meat Processing Plant, the available
fund was not sufficient. So, the
Government has sanctioned Rs.6.75
Crores to the Corporation under RKVY
and the same has not been received from
the Government. The Corporation is
interested in setting up the Poultry
Frocessing Plant and the - Board
constituted a Technical Committee for
fixing the specification, scrutiny of the e-
tenders (Technical Bids & Financial Bids)
etc. The Corporation wishes to establish it
as a “Turnkey Project”. The work can be

sl. | Implementing Institution / | Date of Amount | Unutilized
No. Name of scheme withdrawal | drawn amount
of funds
1 Animal Husbandry Department - | 29 May 2012 214 2.14.
Kerala = State Poultry
Development  corporation /

completed in this financial year itself




¥ 507
Poultry Processii_ng Piant, Mobile subject to the receipt of the fund from the
Freezer Unit, Vacuum packing Government.
machine (2403-00-190-94) ‘
; L
Forest & Wild Life Department - |30 March|  2.50 2.50 _ As per the letter dated 7.4.2018, the
Zoological Park, Wild Life | 2013 Chief Conservator of Forest has reported
Protection and Research Centre, that Phase — I work of the Thrissur
Puthur (2406-02-110-49) Zoological Park was entrusted with
Agriculture Department - 28 March|  1.00 1.00 CPWD as per G.O.(Ms)
g mormees | No.30/2016/F&WLD dated 12.8.2016.
(2401-00-104-79) The amount from the TSB Account was
| thereafter transferred to the CPWD to
Kerala Infrastructure Investment | 28 March{ 873.86 873.86 carry out the Phase-1 works which are in
Fund Board - 2016 progress. Therefore, he has requested to
Major Infraseructure drop the Audit Para No. 2.6
Development Projects Iop udit Fara No. 2.
(5475-00-800-92-(P))
Total 879.50 | 879.50 The Director of Agricultural

- | Director of Agriculture.

Development & Farmers' Welfare Board
has reported that Mobile Soil Testing Lab
for Kasaragod and Pathanamthitta
Districts has not purchased since the
approval from the DPC has not received
till date. This project was funded by Govt.
of India under the National Mission for
Sustainable Agriculture (NMSA), The
sanctioned amount of Rs.100.8 Lakh
provided under the h/a “2401-00-104-79"
has kept in the TSB Account of the

The Joint Fund Manager of KIIFB has
reported that an amount of Rs.873.86
crore was transfer credited from the h/a
“5475-00-800-92(P)” on 28.3.2016 to the
Spl. TSB A/c No.479 in the name of KIIF
Board and is parked in the Special TSB




(main leverage

A/c as seed capital of KIIFB to leverage
sufficient borrowing at competitive rates,
The seed capital fund will remain as the
to attract funds at
competitive rates of interest. As such, the
fund requires to be kept unutilized till
exigent needs arise.

2.7.2

Retention of excess cash balance :

According to Rule 309 of Kerala Treasury Code Vol.I,
every year in January, Government fixes the maximum cash
balance for each District Treasury for the next financial year.
The District Treasury Officer in turn fixes the cash balance
for each Sub Treasury in the district. The actual cash
balance in treasury should ordinarily be kept much below
the normal maximum balance fixed for a treasury so that
Government's credit balance in the Reserve Bank of India
may be as large as possible. Moreover, excess retention of|
cash balance in treasuries may cause loss of revenue to the
State by way of loss of interest on investment, payment of
interest on ways and means advances, etc. Excess retention
of cash balance was noticed in 109 treasuries / sub treasuries
on 880 occasions during the financial year.

The Director of Treasuries has reported
that excess retention of cash balance
noticed in 109 treasuries on 880
occasions were cleared.

2.7.4

Pending adjustment of advances drawn by Drawing &
Disbursing Officers :

During the audit of Treasury Information System,
Principal Accountant General (A&E), observed that in 92
treasuries, out of Rs. 121.67 Crore (389 cases) drawn as
advance, Rs. 121.01 Crore (327 cases) were not settled
(October 2016) by presenting final bills. Non-settlement of|
advances distorts the correctness of expenditure booked in

Government accounts.

Out of 389 cases remaining 193
cases are pending to be settled. An
amount of Rs. 5,96,01,336/- was
adjusted upto 30.9.2017 and balance
to be adjusted is Rs.1,15,70,65,065/-
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2.7.5

Irregular maintenance of Personal Deposit Accounts and
Treasury Savings Bank Account :

As per existing Government Orders, if any PD Account
remains unoperated for more than three years consecutively,
the order of the Government has to be obtained for closing
such accounts, if the accounts are no longer required by the
Administrator. Such PD accounts which remain unoperated
for more than three financial years, should be closed and the
balance transferred to revenue. However, during the audit
of 50 treasuries in 2015-16, Rs.153.15 Crore was seen
blocked up in 236 accounts. Out of this, Rs.4.82 crore had
been credited back to revenue and Rs.148.33 Crore
remained unadjusted (October 2016) in 174 PD accounts.

Similarly, as per Rule 28 and 40 of Treasury Savings
Bank Rules, accounts which remain inoperative for more
than five completed financial years cease to bear interest and
balance outstanding in such accounts are to be transferred to
Revenue Deposit. Principal Accountant General (A&E),
observed that in 29 treasuries Rs.0.54 Crore was available in
383 unoperated accounts. Further, an amount of Rs.3.05
Crore being the balance amount of varicus projects /
schemes implemented by eight departmental officers was
idling under treasury savings bank / treasury public account
of eight treasuries.

Out of 234 cases pending
(Rs.120,92,67,704) in the inoperati)'e
PD account, 182 cases were cleared.
Remaining 52 cases were pending to
be settled. Out of 941 cases pending in
the unoperated SB Account, 847 cases
were cleared and 94 cases to be
settled.

L AKSHM RAGHUNATHAN
Joint Secreiary
Fwance Deparinant
Govt. Secretana
Thicuvananthapuldti



INTERIM STATEMENT OF ACTION TAKEN ON THE AUDIT PARA

A8

GOVERNMENT OF KERALA

FINANCE (STREAMLINING) DEPARTMENT

CONTAINED IN THE REPORT OF THE

COMPTROLLER & AUDITOR GENERAL FOR THE YEAR ENDED ON 31.3.2016.

treasury unless it is required for immediate disbursement.
However, in some cases departmental officers withdraw
budget allocation at fag end of the year, to avoid lapse of
budget, and keep them either in Treasury Savings Bank
account or outside the Government without being spent. This
has resulted in overstatement of the total expenditure of the
Grant as the amount remained unutilised even after the close
of financial year. Audit noticed a few instances of under-
utilisation of Government funds as detailed in Table 2.20,

Table 2.20 : Details of overstated expenditure

(Rs. in crore)
Sl | Implementing Institution / |  Date of Amount | Unutilized
No. Name of scheme withdrawal | drawn amount
of funds
1 Animal Husbandry Department - | 29 May 2012 2.14 2.14.
Kerala State Pouloxy
Development  corporation /

Poultry rocessing Plant, Mobile
Freezer Unit, Vacuum packing
machine (2403-00-190-94)

fund was

Sl. | Para Audit Para Statement of Action Taken on the
No. | No. Audit Para
1. 2.6 |Overstated Expenditure : ' _
Financial Rules prohibit withdrawal of money from Out of the four implementing

institutions except Forest Department in
respect of which overstated expenditure
was reported have furnished reply.

The Director of Animal Husbandry has
reported that by utlising the fund
available as per Plan Schemes 2012-13,
the Corporation has erected and
commissioned a Walk-in-Freezer and is
functioning satisfactorily. For setting up
of Meat Processing Plant, the available
not sufficient. So, the
Government has sanctioned Rs.6.75
Crores to the Corporation under RKVY
and the same has not been received from
the Government. The Corporation is
interested in setting up the Poultry
Processing Plant and the Board
constituted a Technical Committee for
fixing the specification, scrutiny of the e-
tenders (Technical Bids & Financial Bids)
etc. The Corporation wishes to establish it




30

March

250

for Kasaragod and Pathanamthitta

Forest & WildLife Department -

Zoological Park, Wild Life 2013
Protection and Research Centre,

Puthur (2406-02-110-49)
Agriculture Department - 28 March 1.00 1.00
Establishing two mobile soil 2016 :
testing laboratories
(2401-00-104-79)
Kerala Infrastrucutre Investment | 28 March| 873.86 (873.86
Fund Board - 2016
Major Infrastrucutre
Development Projects
(5475-00-800-92-(P))

Total 879.50 |879.50

as a “Turnkey Project”. The work can be
completed in this financial year itself
subject to the receipt of the fund from the
Government.

The Director of Agricultural
Development & Farmers' Welfare Board
has reported that Mobile Soil Testing Lab

Districts has not purchased since the
approval from the DPC has not received
till date. This project was funded by Govt.
of India under the National Mission for
Sustainable Agriculture (NMSA), The
sanctioned amount of Rs.100.8 Lakh
provided under the h/a “2401-00-104-79”
has kept in the TSB Account of the
Director of Agriculture.

The Joint Fund Manager of KIIFB has
reported that an amount of Rs.873.86
crore was transfer credited from the h/a
“5475-00-800-92(P)” on 28.3.2016 to the
Spl. TSB A/c No.479 in the name of KIIF
Board and is parked in the Special TSB
A/c as seed capital of KIIFB to leverage
sufficient borrowing at competitive rates.
The seed capital fund will remain as the
main leverage to attract funds at
competitive rates of interest. As such, the
fund requires to be kept unutilized till
exigent needs arise.
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2.7.2

" _ifor each Sub Treasury in the district.

Ret_eni:ion of excess cash balance :
According to Rule 309 of Kerala Treasury Code Vol.I,
every year in January, Government fixes the maximum cash

‘|balance for each District Treasury for the next financial year.

The District Treasury Officer in turn fixes the cash balance
The actual cash
balance in treasury should ordinarily be kept much below

the normal maximum balance fixed for a treasury so that|-

Government's credit balance in the Reserve Bank of India

|may be as large as possible. Moreover, excess retention of

cash balance in treasuries may cause loss of revenue to the
State by way of loss of interest on investment, payment of]

|interest on ways and means advances, etc. Excess retention

of cash balance was noticed in 109 treasuries / sub treasuries
on 880 occasions during the financial year.

The Director of Treasuries has
reported that excess retention of cash
balance noticed in 109 treasuries on
880 occasions were cleared.

2.7.4

Pending adjustment of advances drawn by Drawing &
Disbursing Officers :

During the audit of Treasury Information System,
Principal Accountant General (A&E), observed that in 92
treasuries, out of Rs. 121.67 Crore (389 cases) drawn as

" |advance, Rs. 121.01 Crore (327 cases) were not settled

(October 2016) by presenting final bills. Non-settlement of

. | advances distorts the correctness of expenditure booked in

Government accounts.

Out of 389 cases remaining 193
cases are pending to be settled. An
amount of Rs. 5,96,01,336/- was
adjusted upto 30.9.2017 and balance
to be adjusted is Rs.1,15,70,65,065/-

2.7.5

Irregular maintenance of Personal Deposit Accounts and
Treasury Savings Bank Account :

As per existing Government Orders, if any PD Account
remains unoperated for more than three years consecutively,
the order of the Government has to be obtained for closing

- Out of 234 cases pending
(Rs.120,92,67,704) in the inoperative
PD account, 182 cases were cleared.
Remaining 52 cases were pending to
be settled. Out of 941 cases pending in

such accounts, if the accounts are no longer required by the

the unoperated SB Account, 847 cases
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Administrator. Such PD accounts which remain unoperated
for more than three financial years, should be closed and the
balance transferred to revenue. However, during the audit
of 50 treasuries in 2015-16, Rs.153.15 Crore was seen
blocked up in 236 accounts. Out of this, Rs.4.82 crore had
been credited back to revenue and Rs.148.33 Crore
remained unadjusted (October 2016) in 174 PD accounts.

Similarly, as per Rule 28 and 40 of Treasury Savings
Bank Rules, accounts which remain inoperative for more
than five completed financial years cease to bear interest and
balance outstanding in such accounts are to be transferred to
Revenue Deposit. Principal Accuntant General (A&E),
observed that in 29 treasuries Rs.0.54 Crore was available in
383 unoperated accunts. Further, an amount of Rs.3.05
Crore being the balance amount of various projects /
schemes implemented by eight departmental officers was
idling under treasury savings bank / treasury public account
of eight treasuries. '

were cleared and 94 cases to be
settled.
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According to Paragraph 74 of the Kerala Budget Manual, the
expenditure recorded in the books of the Controlling Officer of the
department should be reconciled every month with that recorded in the
books of the AG(A&E), Kerala to exercise effictive control over
expenditure and to keep it within the budget grants and also to ensure
accuracy of their accounts. During the year, reconciliation for 79.55
per cent of the total receipts (¥ 37,723.85 crore out of I 47,420.64
crore) and 60.33 per cent of the total expenditure (351,997.69 crore
out of I86,189.51 crore) were completed. However, 29 Chief
Controlling Officers, whose total transactions exceeded ?50 crore did
not reconcile their expenditure with the total transactions exceeded 350
crore did not reconcile their expenditure with the accounts maintained
by AG(A&E) as shown in Appendix 2.15. This was not only in
violation of the provisions of Paragraph 74 of Kerala Budget Manual
but also casts doubts about the correctness of the expenditure figures
supplied by departments concerned and the figures booked by
AG(A&E), Kerala,
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GOVERNMENT OF KERALA
FINANCE (BUDGET WING-H) DEPARTMENT

STATEMENT OF ACTION TAKEN ON

PARA OF THE COMPTROLLER.AND AUDITOR GENERAL -AUDIT REPORT ON STATE
FINANCES FOR THE YEAR ENDED MARCH 2016

SL Pzra No. Audi Observation ‘Action Taken
No . _
/ 2.5.1 Persistent  Savings- Audit | One of the reasons for the non-utilization/under utilization of the budget aliocation

Scrutiny revealed substantial
under-utilization- of budget
allocations in plan schemes
under  revenue  section.
Similarly, in the Plan
schemes.  under capital
section, entire budget
allocation was either not
utilized or substantial portion
surrendered at the fag end of
the year.

earmarked for Plan schemes is the inordinate delay occurred in issuing the Administrative
Sanctions and finalization -of tender formalities for the implementation of the schemes. In
many cases, sanction is issued by the end of the financial year, after the compiction of
procedural formalities. To overcome this major hurdle, detailed guidelines wers issued for
the preparation of Green Book in the Annual Plan in G.O Ms) Mo.43/2015/Plg. datcd 78w
November 2015. The objective of this initiative is to facilitate speedy implementation of plan
schemes from the beginning of the financial year itself. As part of this initiative Govt. had also
formulated Special Plan Preparation Groups (SPPG) and Plan Preparation Groups (PPG) to
speed up the implementation of plan schemes. The schemes which requirc high priority and
ready for implementation are included in the Green Book. As per G.O. () No.561/2015/Fin
dated 09.12.2015, and G.0. (P) No.04/2017/Fin dated 18.01.2017, Govr. wahances ., finrrcial
powers of departmental working groups from Rs.5 crore 1o o, 19 orove wad § w5 0 AR
working groups above Rs. 10 érore for issuing AS with effer fom Laa.267 woospzen 0 e
Schemes. In order to avoid further delay, Tender Committee ysten. 8t U conunens e ol
to sanction tender excess or to sanction tenders below estimate rcates had been
dispensed with, and instead new systems were evolved at Chiet Engineer/ Head of
Department level to speed up tendering process of each depaztneni 23 per G.OUF)
No.16/2017/Fin dated 06.02.2017. Similarly, detailcd fusimicrion, voome P in;
Circular No.02/2017/Fin dated 12.01.2017 wherein it W ool gag e L
share of the centrally sponsored schemes without Waiting £or e tocur of cenmai |
share so as to speed up the implementation of such schemes. In o uis o ihe |
above, the Chief Secretary convenss meetings of Secretariz; of all if Gaverngpent |
departments to review the progress of the implementation oi Plan schemes

. With the above measures, it is expected that Plan expendis:c i faorons '

considerably and thereby substantial savings can be avoided.

*
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G EOEreIRnent . af .
’ b -

during the year- While
funds through supplementary

| make sure that the additional
funds are actually required

" | audit scrutiny revealed that in

-heads and 2015-16; four sub

requesting for additional

demands for grants ‘or
through re-appropriation,
departmental officers should

for meeting the expenditure
during the -year. 'However,

13 sub heads (2013-14 five
sub heads; 2014-15: four sub

heads) - augmentation ‘of
funds through supplementary

demands for . grants was| .
‘wholly unnecessary as the | -
entire/substantial portion of
the . provision obtained -
| through supplementary |

demands surrendered . before

[the close of the. year. | .

Similarly, augmentation .of
funds _through- .- re-
appropriation ~ proved
excessive in ' nine.. heads

 The proposals from the Administrative Departments for inclusion of provision as

conternplated in the Annual Financial Statement, are generally considered by Finance

' Administrative Departments. Strict instructions are being' issued to all Administrative |-

supplementary grants for expenditure on-items for which- provision made in the Original
Budget Estimates is found to be insufficient or to meet requirements on a “New Setvice’ not

Department, . solely. on the basis of the exigent nature of expenditure as reported by the
Departments by.the FinanceDepartment in the SDG Circular to conduct detailed scrutiny. of
the proposals furnished by the Heads of Departments, to ensure that the proposals are in
order -and essential in all respects and such’ proposals alone need be recommended: to
Finance Department. Instances of unnecessary. supplementary grants/ re-appropriation point
to the lapses on the part of the Controlling Officers who are responsible for furnishing SDG/

Re-appropriation proposals with utmost care and caution. Instructions are also being issued |

every year to allsheads of department to ensure that the actual requirements of funds are |
promptly assessed ‘before furnishing propesals for. SDG/Re-appropriation ‘to Finance |
Department so that the additional appropriation does-not result in saving or excess. -

during the last three years. -
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of

anticipated ___saving
According to Paragraph 93
(1) of the Kerala Budget
Manual, the proposal for re-
appropriation ‘and surrender
should reach - the Finance
Department not later than 25
February - every ~ year.

However, it ‘was observed

that -during the 'last three
years, the Director of Social

.| Justice had  submitted the.

proposal for re-

| appropriation / surrendér of

anticipated savings on the last

‘| day of the financial year.

Consequently, the objective
of allocating un-utilized funds

| to another needy department
| by Finance Depanment was

defeated

During 2015-16, an amount |

of  Rs.613.14 crore ‘was
surrendered - on ‘thé last

The lack of observance of the due. procedures and instructions lald down in Kerala Budget

Mariual for control of expenditure and appropriation required for achieving the objective of
- | proper and effective- spending of the allotted budget provision from the part of the
 departments resulted in the present situation. Specific.instructions are regularly issued to all

departments to ensure that strict adherence to the relevant provisions in the Kerala Budget
Manual with regard to thé prudent management of budgetary appropriation. Instructions |
were also given in Circular No.90/2013/Fin dated 18.11.2013 to ail departments to- evolve a

proper. system for tracking expenditure incurred against appropriation placed at their
disposal on regular basis for ensurmg ﬁnanctal accountablhty and effectlve budget
management system. . ?

Further, based on the observations in the 60% repo.rt of the Committee on Public Accounts, |
detailed.instructions were issued to all controlling officers in Circular No.47/2015/Fin dated
30.04.2015t0 assess actual requirement of funds periodically under each head of account

‘operated by thery, to review the trend in expenditure, to furnish proposal for additional

requirements of funds based on actual expenditure incurred under each head of account, to

‘maintain an-Expenditute register etc. The Head of Department/Controlling Officer should |

adhere to these instructions strictly and ensure that only proper and Judlclous re-
appropriation or surrender proposais are subm:tted to Finance Department

working day of the financial |- .'

year and also re-appropriation

proposal for a total amount of |’

Rs,49.30 crore was made on
the last ‘working - day of the

year.

According to Paragraph

84(3) of Kerala Budget_'.

Manual, if the appropriation

under a unit is reduced by re-




approprlanon or resumptlon,
the expenditure debitable to
the unit should be restricted

to the reduced appropriation.

‘Under four subheads final
expenditure exceéded - the

original budget allocation and

hence reduction of funds| -

through - re-appropriation
proved injudicious

&4
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B. SREEKUMAR

. ‘Additional Secretary to Govt.

Finance Department
Govt. Secretariat -
'Thiruvanamhapurm .
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ACTION TAKEN STATEMENT ON THE REPORT OF THE COMPTROLLER AND AUDITOR GENERAL

OF INDIA FOR THE YEAR ENDED ON 31 MARCH 2016-(STATE FINANCE}

Para

Overstated Expenditure

Action Taken Report

2.6

Financial Rules prohibit withdrawal of money from treasury unless it is
required for immediate disbursement. However, in some cases
departmental officers withdraw budget allocation at the fag end of the
year, to avoid lapse of the budget, and keep them either in Treasury
Savings Bank account or outside the Government without actually
spending. This has resuited in overstatement of the total expenditure of
the Grant as the amount remained unutilised even after the close of the

financial year. Audit noticed a few instance of under-utilisation of

Government funds as detailed table 2.20.

-Establishing two Mobile
Soil Testing Laboratories
{2401-00-104-79)

SL.No. Implementing Date of Withdrawal | Amount | Unutilized
Institution/Name of of funds drawn amount
Scheme (in crore) | {(in crore)
3 Agriculture Department|  28.03.2016 1 1

Government of India have
released an amount of Rs.100.80
Lakhs for the establishment of 2
Mobile Soil Testing Laboratories
Mission

Sustainable Agriculture(MNSA).

under National

Accordingly as per G.O (Rt)
No0.35/2016 dated 18.01.2016
Government  have  accorded
administrative sanction for the
purchase. E-Tenders were invited.
The DPC meeting held on
06.04.2016 decided to purchase 2
nos of customized Vehicles from

m/s. ELICo Ltd. At the same time
the Manager, Amba Coach
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. 2;5'?/~ - - : builders Pvt. Ltd., one -of the

Fhis was project funded by Government of India, funds were not bidder in etender filed a
utilised due to delay in fulfilling administrative procedures. complaint. Base;gl » on  the
complaint | e-Tende; Svas invited
once  again. Among the
companies participated in e-
Tender, M/s. ELICo Ltd quoted
the lowest rate. As per G.O(Rt)
No.506/2018/AD dated
04.06.2018 Government have
accorded revised Administrative
Sanction for the implementing
scheme during the current
financial year.

The Departmental Purchase
Committee in its meeting held on
17.07.2018 approved the
proposal for purchase of two
numbers of Customized Vehicle
mounted with accessories and

equipments for Mobile Soil

Testing Labs at pathanamthitta

b g S s e
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U RESUTEOUE LUL dll dIlOWIL 01
Rs.93,90,938/-(Rupees Ninety
Three lakhs Ninety Thousand
Nine Hundred and Thirty Eight
only) from ELICO Ltd, Hydrabad.

As per the G.O (Rt)
No.796/2018/Agri. Dated
27.07.2018 Government have
accorded tender sanction and
purchase sanction to the Director
of Agricultural Development and
Farmers Welfare Department for
the purchase of two numbers of
Customized Vehicle mounted with
accessories and equipments for
Mobile Soil Testing Laboratories
at Pathanamthitta and Kasargod
for a total amount of
Rs.93,90,938/-(Rupees ninety
Three Lakhs and Ninety Thousand

Nine Hundred and Thirty Eight
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only) 1rem WN/s. HELICU Lid,
Hydrabad. The expendituré in this
regard will met from thc;;_.-, wds of|
Central Share of Rs.100.8 lakhs
kept in Special TSB Account
No.92 and the State Share of
Rs.25.20 lakh from the H/A.2401-
00-109-65-Umbrella Scheme of
Krishi Unnathi Yojana and other
CSS (60% CSS) State Share
during 2018-19. The utilisation
certificate in the regard will be
submitted to the Government of
india during the current financial

vear itself
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2016 Para No. 2.7 ,2.7.1, 2.7.3
FINANCE (ESTABLISHMENT-C) DEPARTMENT

L MEASURES TAKEN STATEMENT ON THE REPORT OF THE C&AG ON STATE FINANCES FOR THE YEAR ENDED MARCH

SL No| Para.No Recommendation Action Taken
1. (2.7 Inspection of Treasuries. As per the report of the Director of
Treasuries, earnest cfforts are being
(Page No. | There were 23 District Treasuries, 200 sub-treasuries, 12 stamp depots and one e- treasury|taken to rectify the defects and
65 of functioning in the State as of March 2016. The PAG (A&E), Kerala inspected 150 units (including jirregularities pointed out in the report.
C&AG Directorate of treasuries, District treasuries and Sub Treasuries). Irregularities and deficienciesOut of 352 IR, 270 IR cleared and out of
report- noticed during the inspection of treasuries are mentioned in the succeeding paragraphs2.7.1 &]869 paras 543 paras were cleared so far.
2016) 2.7.3 The remaining cases will be rectified
soon.
As on 31% March 2016 352 1R containing 869 paras are pending for settlement. Now the total IR
pending as on 31.10.2017 is 82 and 326 para (ie 76% of IR and 62% para dropped). Recoveries on
excess paid pension reached 88%.
2. 4271 Excess payment of pension
The excess payment of pension /family
{(Page No. During the course of treasury inspection, excess payment on account of pension/family !pension amounting to 89,77.096/- was
67 of pension amounting to ¥ 0.90 crore was noticed in 898 cases. The main reasons for these excess noticed during 2015-16. 88% of excess
C&AG payments were errors in calculation of revised pension, continuance of higher rate of family {paid pension has been recovered so far.
report- pension after expiry of authorized period, non-deduction of commuted portion of pension from |Recovery of excess paid pension is
2016) basic pension, payment of in-eligible festival allowance and medical allowance to family being effected for the remaining 27

pensioners who are also in receipt of regular pension, and incorrect calculation of dearness
relief. Out of the above excess payment, ¥ 0.30 crore involved in 537 cases have already been
recovered as shown in Table

cases amounting Rs. 10,74,617/-

Necessary direction has already been
issued to all the concerned Treasury
Officers to rectify the irregularities and
deficiencies accordingly majority of the
irregularities ~ were  rectified by
recovering the excess payments made by
the Treasuries.




296

(Zin lakhs)
. — — T — ] ,
SL Details of Excess paid Excess paid Recovered Balance
No. pension No. of | Amount | No.of | Amount| No. of Amount
cases - cases cases
I |Excess payment of pension 108 0.42 40 0.16 68 0.26
2 |Excess payment of UGC| 36 0.03 29 0.01 7 0.02
pension
3 |Excess payment of family| 81 0.29 22 0.05 59 0.24
pension
4. |Excess payment of festival] 669 0.12 444 0.06 225 0.06
allowance and medical
allowance
5. |lrregular crediting of MLA 3 0.03 2 0.02 I 0.01
pension "
6 |Excess payment of inter- 1 0.01 0 0 I 0.01
state pension
Total 898 0.90 537 0.30 361 0.60
L

2.73

(Page No.

68 of
C&AG
report-
2016)

Short/non-recovery of rent of residential quarters

House rent at the rate of two per cent of basic pay (as per paragraph 14 of GG(P) 85/2011/Fin
dated 16 February 2011) has to be recovered with effect from the date of coming over to the
revised scale in the case of employees residing in Government quarters and whose scale of pay is
21240-37040 and above. In the case of employees covered under UGC/AICTE scale of pay, rent at
the rate of four per cent of their basic pay is to be recovered (paragraph 14 of the Pay Revision
Orders 2009). During the year, short/non-recovery of house rent was noticed in 37 cases
amounting ¥ 2.84 lakh in 22 treasuries, of which < 2.37 lakh in respect of 26 cases was yet to be
recovered as on October 2016.

Short/non recovery of house rent was
noticed in 37 cases amounting Rs.
2,83,694/-, out of this an amount of Rs,
2,27.911/- was recovered so far, Balance
Rs. 55,783/~ will be recovered soon and
intimated DDOs concerned have been
intimated (o settle the case at the
earliest.




\_,.. Additional jnformation on Para 1.8.2- ‘Government investment in PSUs

oint Stock Companjes’ of the Report of the C&AG of India on

State Finances for the year ended on March 2016

The Government usually grant loans to Public Sector Undetakings for infrastructure
development under certain circumstances. The conversion of these loans into equity is
mainly sanctioned after examining the financial liability of each company. Loan defaults
occur when firms miss out on expected returns and turn into operating losses due to
intense competition in the market. In such situations, the Government, keeping in mind
the social responsibility and welfare of the institutions and its employees, allows the loan
amount and interest to be converted into Government equity. As the Government invests
more to modernize the institutions over time, the loan liability of the companies also
increases. In such cases, the outstanding amount is converted into equity to reduce the
existing loan and interest liabilities.

The Government takes such measures with the condition that companies should take
measures to increase income, complete their accounts, revise staff pattern and prepare
special rules. Through loan-equity change, the net worth of the company becomes
positive and as a result, the firm is able to raise the necessary funds for working capital
from banks and financial institutions. No specific critieria has been fixed by
Government in this regard.

A loan-equity conversion will improve the PSU’s Balance Sheet by reducing its debts
and increasing its capital base and improve its fundamental ratios and put it on a better
financial footing. Interest will no longer be payable or accrue on the loan; hence to that
extent, the annual profitability of the PSU would improve (or reduce the loss). If the
PSU’s Net worth is negative, generally, such companies may not be eligible/ qualified to
participate in tenders floated by several Government agencies. The PSU’s credit rating
would improve and marginal reduction in interest rates would generally be offered by
the Banks on better credit rating.

Althogh there is an order regarding the interest rate and terms of loans granted by the
- Government, no specific norms and orders have been issued by the Government in

making the loan into equity as such.
W}

VSINDU. P.M
(PEN-100930)
Joint Secretary
Finance Department
Govt. Secretariat
Thiruvananthapuram
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Action Taken Report on C&AG Audit Paras that ended on 31/03/2016

- Updated

Name of Audit Description | Estimated Action Taken Report
Sl. | Depart ment | Para No cost of work| expenditure
No
1 {Harbour 1.7.3 Chethy Fishing 9.95 Cr 8.81 Cr  |The project report for construction of
Engineering Harbour Chethy  Fishing Harbour wasg
Department submitted to KIIFB and AS received

from KIIFB. TS accorded and Tenders
were floated by Kerala State Coastal
Area Development Corporation Ltd
W(KSCADC). KIIFB directed not to
issue Selection Notice/work order
until further orders. Now the selection
Notice issued. Agreement will be
lexecuted urgently and work will
commence shortly. :




constructed cargo

wharf at
Azheekal

Construction of 6.35 Cr 5.39 Cr Construction of Andhakaranazhy Bridge
Andhakaranazhy was completed and due to shortage of
Bridge fund, approach road on both sides of the
bridge were arranged under up gradation
. of coastal road scheme. Now the
construction of approach road is
progressing.
Development of] 15.75Cr 23.65Cr |All works except construction of control
Azheekal Cargo room and electrification works were
Port - completed and completed components
' handed over to Port department.
Construction of] 34.79 Cr 33.86 Cr  |All works of Thalai Fishery Harbour was|
Thalai  Fishery completed and was commissioned on
Harbour 18/05/2018
|Development of| 8.25Cr 9.5Cr The work completed on 14/03/2011
Azheekal Port —
Phasel-
construction of
new wharf
Construction of 1.15Cr 3.9Cr The work completed on 15/06/2016 and
yard behind the handed over to Port Department.
newly
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>
Additional Details Called for by the Committee in meeti on 15.09.2021
" Details of Projects to be Completed by Harbour Engineering Department upto Financial Year 2020-21
Sl  Naimne of Project CSS Initial Actual |Project Status| Detailed Current
No Estimate |Expenditurel (Completed/ Status of the
Cost - Incomplete) Project
1 |Koyilandi Fishing Harbour 63.99 Cr 68.17 Cr Completed | Commissioned
on 01/10/2021
2 |{Thanur Fishing Harbour 44.87 Cr 67.68 Cr Completed | Commissioned
: on 22/02/2021
3 [Vellayil Fishing Harbour 39.30 Cr 41.35 Cr Completed | Commissioned on
_ | 22/02/2021
4 [Manjeswaram 48.80Cr | 47.42Cr Completed | Commissioned
Fishing Harbour on 01/10/2021
NABARD
5 |[Extension of South breakwater of Vellayil 2233 Cr 22.33Cr. | Completed Completed
Fishing Harbour
6 [Extension of breakwater at Thanur Fishing Harbour| 14.86 Cr 14.78 Cr Completed Completed
7 |Shore Protection works at Pallikadavu in Purathur 7.14 Cr 639Cr | Completed Completed
Panchayat in Malappuram District.
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1S
_(PWD RoA¢ BRIDHES)

Sl . ~ %
No. Estimate of cost] E 5 5 -
' of work (Rs.in 2 > & Actual Expenditure -
Name of work lakhs)/ Date of E E: 58 (upto date) Present position
Sanction 3 ch, 8
3 —-

1 ,C:r'.v:nstruction of Vellappu Bridge. 24, 1282005 2010 2012 11.92,64,411.00 Work Compieted

2 |[Construction of ‘Kottappuram Bridge  across 2200 ”
Tejaswani river connecting Cheruvathur, 03 10.2009 2010 2013 21,72,99.850.000 [Work Completed
Nileswaram G.P. § e '

'3 |Construction of Thottamkadave Bridge. 260 2010 | 20m 2,65,37.90400  |Work Completed

4 |Construction of Bridge at Chambakkulam canal
Jetty in Alappuzha Disgmct_ 1125 2010 2012 7,77,95,617.00  [Terminated

5 {Construction of Vadapozhi bridge and approaches 120 | -
connecting beach Road in Alappuzha town and ) 2010 2011 1,48,04,044.00  |work Completed.
coasial road in Punnapra. .

6 lc:onstmction of Inchoor Bridge. 341.28 2010 2012 4,4514,727.00  |[Work Completed

7 [Construction of Panampattakadavy Bridge across -
,Kadalundi river in Malappurarn District, 450 2010 2011 3,69,92,684.00 |work Completed

8 |[Construction of Mythrakadavu bridge across ' ‘ _
[Ghaliyar river in Malappuram District, 900 2010 2012 7,67,60,078.00  jwork Completed

9 |Reconstruction of Eranthodu Bridge across ,
Eranthodu in Malappuram District. 280 2010 2012 - 1,76,53,606.00  [Work Compieted

- 10 (Construction of Pullikadavu Bridge i1 Malanpurar |

,District. ae alappurami 500 2010 2011 2,91,30,923.00  |Work Completed

.11 [Construction of Mathapuzha Bridge in Malappuram - ' =
,District. o ge 656 2011 . 2012 4,97,24,803.00 |Work Completed




- !
12 |Construction qf Kottoor Bridge in Kannur District. 200 2010 2012 A 'Work éompleted q_,)’q
13 |Construction of a bridge at Jabbarkadavu on L ‘
Payampuzha. 750 2009 2011 9,67,20,473.00 Work Completed
14 |Construction of a Bridge at Meludkadavu Melur :
road and Parapuram Pinarayi road in Kannur Dist. 525 | 2010 2013 5,09,4398400  [Work Completed
15 |Construction of Bridge at valiyakandom and — .
approach  road connecting ~ Chatamattom 178 2010 |- 2011 141.72L Work Completed
Mullringadu and Thalacode Blathikavala road. \
16 [Construction of Kallarkutty Bridge in Muthirapuzha l
river. 880 | 2010 2012 1256.25 L Work Completed
17 |Construction of Pulikkuttissery bridge across !
Meenachil river in Kottayam District. 247.6 . 2010 2011 1,95,91,490.00 Work Completed.
18 |B/W 2009-2010 construction of Paithuruthu Bridge |
across Chalakkudy river. 350 2012 4.85,20,044.00  [Work Completed
19 |BW 2009-2010 Old NH Vendurthy to BOT Bridge. | og 0279‘;010 o012 | 2012 2.50,68,334.00  [Work Completed
20 |B/W 2009-10 Construction of Panayithodu Bridge '
Ernakulam District. 482 2010 2012 5,65,79,414.00  [Work Completed
57 [BW 2010-11 Construction of Thuruthur Poyya :
. . | X
52 |Construction of Bypass road Bridge at Kozhi ‘ i -
Bazar. k 135 2012 3,10,68,548.00 work Completed
93 |Construction of mMandhamchery Bridge across f
24 |Construction of poomangalam Bridge. 125 2010 2012 2.26,13,501.00 Work Completed
25 |Construction  of Kuniyan  DBridge  across
Kuniyampuzha river. 300 12011 2012 2,.87,16,415.00  |Work Completed :
26 |Construction of irinavu Bridge - 925 _ 2018 2019 11,77,83,443.00 |Work Completed i
27 C_onstruction of Mambaram bridge - 1000 2038 2021 11,66,53,932.00 Work Completed _
i g . 910 Major works and Mini bridge compieted. Balan==
28 Const::qctlon of Cheekkalloor Bridge 14.08.2009 2010 2012 A 3,08,29,034.00 | ork 35% completed. :
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[ 24 XConstruction of Chekag Bridge at Ui ally Chekadi
Bavali Road. a pav 0407302009 2010 | 2012 6.84,93,020.00  fWork Completed
30 [Construction of Kavanal Kadavu Bridge 12 odésgoog 2010 | 2012 | 6341720100 |work Completed
31 |Edavazhikkad Bridge acrass Koluthumthody at
Km.1/000 of Valillapuzha Elamaram Erathumuzhi| 197 2011 2012 3,55,75,285.00 Work Completed
in Malappuram District,
32 |Champakulam Canal Jetty bridge 213/239) (CC || :
& Part), 1 bridge ( ) 14079008 | 2000 | 2012 5.37,63,136.00  |Work Completed
33 Theyyathumkadavu Bridge 27.02.2009 2009 2011 4,43,29,554.00 Work Completed
i id a
34 Vomasiagy, ' Mamnukadan bidge g 1050 2010 | 2012 | 11,0285735.00  work Completed
35 Stimuius Package — Construction of Nedumkaiiy
bridge connecting Kambalioor and Padichal across 8150 2011 2013 11,20.10,713.00  |work Completed
Kariyankade river. 03.06.2011 :
36 (Construction of Moonnattumukky Bridge across o
heYyar fiver connecting Kattakkada and Aryanag 7iisoz | 2012 | 2013 12,4727,071.00  |Work Completed
_ Panchayat in Thiruvananthapuram District. ot
37 |Construction of Orcha bridge across Orcha river at 1472
Km.1/000 of _Nileshwar - Thikadappuram - 24.09.2012 2013 2013 14,72,00,000.00 {Work Completed
Azhithala road in Kasaragod District.
38 [Perumbankuthy Anakulam - Kozhilakudi road and
__[eonstruction of bridge at Perumbankuthy, 1035 2012 2014 950.27 L Work Completed
39 |Construction of Niravilpuzha Bridge at 27/100 inf 500 . '
Mananthavady - Pakramtha]am Road. 01022010 2012 2014 4,78,44,470.00 Work COmpletEd
40 |RIDF :xvi — Construction of Koyiler; bridge and 900
approach road from Koyileri leading to Kuruva 07.07.2011 2012 2013 8,57,30,026.00  Mwork Completed
Dweep, B
41 |RIDF Xvii — Construction of ley Kadavu Bridge. 02 06203012‘ 2013 2014 8,96,41,883.00 Work Completed
' 42 (Construction of Pathikkal bridge in Kottathara .
Grama Panchayath g 14 0670g009 2012 1 20014 | 7,3271,70500  |work Completed,
43 ‘|Construction of a Bridge at Chekkikadayy in ’ : -
Kannur D|stnct g 1540 2012 2014 17,21,79,85600 Work Comp!etEd




ﬁ )
5 < l_‘
44 lConstruction of Kuttiyerikkadavu bridge. 510 2012 2014 6,63,74,065.00  [work Completed
45 Constrgction of Pullooppikadavu bridge. . 1173 2010 2013 4,39,69,084.00 Work Completed
46 |Construction of  Manakai bridge - across
Anjarakandy river at Manakaikadavu. 523 2010 2013 3,07,09,091.00 Work Completed
47 |Construction of Cherukara Bridg'e. o8 322 2011 2011 2013 9,39,15,636.00  |Work Comp1ete‘d
48 |Construction of Erayilkadavu bridge across Kodoor 500
river in Kottayam District. 31.08.2011 2012 2014 6,20,27,627.00  |Work Completed
49 |Construction of Vattmoodu bridge across 900
Meenachil riverin Kot[ayam District. 07.01.2011 2012 2014 8,52,83,70800 \Work CompletEd
50 |improvements to Narrow bridge at Vengola in 100
perumbavoor Puthencruz. 25.04.2012 2012 2014 95,85,886.00 'Work Completed.
51 |Construction of a bridge at Vaisyambhagam across 1007
Pookaithayam (174/237) 14.08.2009 2013 2015 31,88,66,659.00 |Work Completed
52 |Construction of Mithramadam bridge across _
pamba river in Chengannur Mannar road in 02 53830 13 2014 2015 7'111'2.7'231'90 0939 Completed.
Alappuzha District. i) {final bill pending)
53 |Construction of Eramallikara bridge across 1006
Manimalayar. 16.12.2011 2013 2015 69,94,141.00 Work Completed
54 |Construction of Mukkomkadavu Bridge. o1 1%020010 2012 2014 17,36,87,500.00 [Work Completed
55 |Construction of -Neerikode Bridge across
Karinganthuruthu thode. | 749 2011-3 2014 4,95,29,166.00  |Work Completed
56 |Construction of Bridge at Ayilam  across 540 _ :
Vamanapuram river. 14.07.2009 | 2010 2012 7,71,85,192.00  |Work Completed
57 |Construction of Memekurudan Kadavu Bridge. 17 05 47 2013 : 2013 2015 4.59,47,958.00 Work Completed
58 |Construction of Peroorchal Bridge. 03 05 46 ;013 2013 2014 B \wWork Completed
59 |Construction of Tharappel Kadavu Bridge. 750 2014 2015 C \Work Completed
: Bridge work completed. Approach road pending
60 |construction of Mariyil Kalungu Bridge. 550 2013 2014 356.75 L due to want of land proposal for fund is submitted

and progress in Government.
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Uliyannoor bridge Bridge lrnmediate approach road and retaining wall
across Periyar river, 1250 2013 2014 5.4513,774.00  |completed and tnaugurated on 28.02.2016.
Balance approach road work pending due to LA,
L.A work in final stage. _
62 gggj\t{:ﬁfg;aeﬂ ir'f‘,’(t;krf:regi;ﬁgfvam Bridge at oo 2013 | 2015 | 31,78,89,825.00 |Work Completed
tructi f Chirappal Bridge across ' ' '
o3 gggjgg;,,'gghoge in Malapparam Dioog 379.93 2013 | 2015 | 6,00,54,790.00 |work Completed
64 |Construction of Nettoor Kundannoor bridge across -
Nettoor Kindannoorpuzha. g 2950 2018 | 2015 | 23480239500 |Work Completed
PWD ROADS
1 Koth ko ybedikaMattini- Vallithodu Road 728 2010 | 2013 | 356.28527.00  [Work Completed
2 [(Improvements to Monkombu Kavalam Vikas Marg
Pulincunnu  market roads from Ch.08/050 to 180 2010 2011 1,86,55,176.91 Work Completed
Ch.9/440. ’
3 [Improvements to Manjappra Ayyampuzha road 168
3/800 to 7/200, 14.07.2009 2010 2011 45,64,221.00 Work Completed
iri i i t . '
4 gﬁ:g;sa,:::g?m_ TPIOVEMENIS (o KMK Jn. 1o~ one 2010 | 2011 | 1,6559,024.00 {work Completed.
5 |improvements ang widening carriageway of
Nadakkayu - Koothatykulam road and construction 1 2795 o 2010 2011 3,76,20,732.00  [Work Completed
of foot bridge along Piravam bridge. ‘ 4.07.2009
6 IStimulis Package — Construction of Kottakal town ‘
bye pass road reach 1 and || Km.0/000 to 3/040 in 736 2010 2012 13,23,57,535.00  (Work Completed
Malappuram District. ' -
7 llmprovements and providing BM and AC to
Pandikkad - Wandoor Vadapuram road Km.0/00 to 1610 2010 2011 23,62,34,814.00  [work Completed
22/410 in Malappuram District. ‘
8  limproving the riding. quality of Nilambur Adyanpara _ _
road be . idi
M a:d g”g?,;"mﬁ;"o‘ffgfg,;"exliggﬁg"sfggcgmw g 1063 2010 | 2012 9,66,88,570.00  |Work Completed
9 [Improvements to Madayi TB Muttom Palacode
SE,téikglam High Schoot road 1st reach Km.0/000 to 552 2010 2,82,65,000.00
95.




erukunnu Keezhara Vellikkeel road Km.0/00 to

2010

10
4/00., 100 2010 2010 94,89,119.00 Work Completed
11 [improvements to Iritty Ulikkal Mattara road
providing BM&BC from Km.0/000 to 10/250. 425 2011 2011 7.48,37,252.00 Work Completed
12 |Neruvambram Sreestha Pariyaram Medical )
College road Km.10 355 2010 2011 3,86,00,459.00  [work Compieted
13 |Paral bunnol road Km.0/00 to 2/530. 130 2010 2010 1,26,53,938.00 Work Completed
14 [improvements to Thalakkodu Blathikavala road i ) .
Km.13/500 to 19/500 535 - 2010 2011 163.36 L Work terminate without risk and cost.
15 lim rovements to Mullingadu  Pattayakud ) ,
Venmony road. g yaum - 634 2010 | 2011 85.19 L \Work terminate without risk and cost.
16 [Improvements to Puliyanmala Hemakadavu
pPaliyakandam road Km.0/000 to 5/000 1% Reach 150 2010 2011 1428 L \Work Completed
0/000 to 2/000.
17 |improvements to Upputhara, Kottamala Wagamon \Work terminated with risk and cost and re-
road. 449 2010 2012 196.56 L arranged. Permission for gquotation approval
A pending in Government.
18 |Improvements to Valiyamullakanam Bisonvalle
road via Josegir S D00 to 50, y 365 2010 | 2011 462.35 L Work Completed
19 . improvements to Vellanad Aruvikkara road
KnE.OIOO to 3/600. 150 2010 2011 D Work Completed.
20 |Stimulus Package 09-10 Improvements 10| - 11541
Kalluvathukal Chenkulam road Ch.0/00 to 5/897. 14.08.2000 | 2910 2010 89,57,000.00  |Work Completed
21 |Stimulus Package 09-20 — improvements to
" Wavvakkavu Vallikkavu road Ch.0/00 to 4/080. 117.84 2010 2011 74,06,300.00  [Work Completed
22 |Stimulus Package 09-20 — Improvements to 185.51
- |Chakkuvally Malumelkadavu Sasthamcotta road 17.06.2010 2010 2011 1,50,02,428.00  {work not completed due to local dispute.
Ch.0/00 to 9/600. e
23 |Improvements to Nedumangad — Shorlacode road
K 61500 to 18500, 0 107.52 2010 2011 1,21,93,460.00  |Work Completed
24 limprovements to 17* mile T.Q.Road to join 3™ mile
Attinga! — Vengaramoodu. : 100.64 2009 D 'Work Completed.
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A

iunstruction of Byepass from Thankalam junction
to Kozhipilly crossing NH49 from Km.0/000 to
2/811 mincluding construction of a bridge across
Kuroorthodu.

395
21.01.2009

2010

2011

40,70,487.00

Administrative Sanction was obtained for the above
work for an amount of Rs.580 Lalkhs vide Order No,
83/2009/PWD dated 21-01-2009. Part Technical
Sanction were issued separately for bridge work
and construction of byepass road, Bridge work was
already completed. For the construction of byepass -
an agreement was executed with Sri T.T. Sunny
Agreement No.21/SECCA/2009-10 dated 04-11-
2009. Duri e€xecutlon one land owner of
acquired property Mr. P.D. Antony filed writ
petition before the Hon'ble High Court. The case
disposed on 20-12-2011. Due to this case
contractor could not continue the earth work
cutting at this location which constituted the -
majority of the cutting portion of the road and
filling of the road portion mainly has to be filled
using cut earth. During the course of construction
11 missing survey numbers were noticed along the
alignment. Amidst of this Sri P.D. Antony filed a
WPC No. 9929/14 in the Hon'ble High Court of
Kerala on 02-04-2014 for getting compensation for
his land due to mistake in Survey ‘No. of this
property. Court ordered that this petitioner shall
not be dispossessed from his property., This case
was disposed on 22-02-2020," C.C. 1st and art
bill amounting Rs.62,54,155/- was submitted for
payment, after deductintg tender variation and Hire
charges and amount o Rs.46,70.487/- has heen
paid to the contractor on account of this work.
Hence