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T RQRUCTION

|, the Che z]rf}erson Public hcmmﬁs Committee {(2017-18), ha\ring.beerﬁ *
aut!mrwd oy the Commitioe, dnﬂpresent this Fighw-fmuth leport (Sixiennth |
Lok Sabha) on Acfion Taken by the Government on  the
"Obsewatsonsfﬁecﬂmmendaimns of the Commitice -contained in- their
Nineteenth Repott (Sixteenth Lok Sabha) on ‘EXCesses Cver Uﬂted rant:a
and  Charged - Appropriations  (2012- A3y, relating  various .
_'Mlnistnesfﬂepaﬂments concemed. ' ' o

2. The Nmeteenth Report was prEEented to Lok Sabha an-:i laid in Rajya S

" sabha on 20" April, 2015. Replies .of the Government -lo all the
' Gbsewatmnsfﬁecommendations contamed in the Report were received. The_-
Public Ar:.counts Gnmm:ttee considered and adopled the Eighty-fourth Repurt
at their sitting hetd on Eﬂ" Octaber, Eﬂ‘i? Mmutes nf the sitt:ng are given at
Appendix |

,

‘3. For f:aci!ity of reference and convenience, the Dhsewaﬂons and": :
Recommendations of the Commiitee have been pnnted in thick type in the-
body of the Repnrt '

4. T‘ne Eommtttee piace an recﬂrd their apprematﬂﬂ of the. asslstance |
rendered to them in the matter by the Office of the Comptroller and Auditor
- Generat of India. | ' '

5. .An analysis of the action taken by the Government on the
Observations/ Recomrnendations cnnﬁaineﬂ in the Nineteenth Report
{Siﬁeenth Lok Sabha) is given al Appendix-1i. )

NEW DELHE;, - SR MALLIKARJUH KHARGE
4 Decembert, 2017 : ' {‘halrperaon
3 Agrahayana, 1839 (Saka) . Public Accounts Commitice.




L HEPORT
e s e PART
INTRGDUGTORY _
This Report of the Public Accounts Commiitee deals with the Action Taken b‘j"

the Goucmment on the Dbﬁewatmna atd Remmmendatinns of the - Committee

contained in their Nineteenth Report (161 Lok Sabha) on “Excesses Over Voted

Grants and Charged Apprupriaﬁons__‘{2[]12-13]" relating to jﬂaridus

Ministriesmepértﬁ'tents concerned.

2. - The Nineteenth Report ('1 6™ Lok Sabha), which was presented to Lok 'S__ahha
and iaid in Rajg}a Sabha on 29™ April, 2015 contained 22 Observations and

Recommendations. Action Taken Notes in réspect of all the Dbsewati'ons and

Recommendations have been recewed from Ministries/ Depaﬁments concerned are

brcradiy categorized as under

i Dtgsewaiicnsfﬁecommenda_tiuns which have been . acce'p'ted ﬁ}i the .

Government.

pursue in view of the replies received fmm the Government:

Para Nos. Nil ' o _ Total: NIL .

_ . . . Chapter - 1lf
(i} Observations/Recomimendations in respect of which -replies of Government
have not been accepted by the Cqmmﬂteetand which require reiteration;

Para Nos. Nil - L - Total: NIL
' i - Chapter - IV

{iv} Obsewations,fﬂecﬁmn'iendatt'cmS in respect of WhIGh Government  have

furnished interim replies: -

Para Nos, 8l | - _ R Tdta_i: NIL
' . B Chapter -V

| =

Para Nos. 1-22 R Total: 22 -
' : ~ Chapter - il-
(i) Observations/Recommendations which the Ccmmmee do nol desire to -



CGoverniment relziing to the Civil, Defenee Services, Postal Senviess and Flaiwaye.

3 he Nireteenth Report-dealt with the Appropriation AGGCURTS Gi"i’Fie_EFﬂTr:Trf'"” "'

for the financial year 2012-13. The F{eper h!qnhghted hat ihd total éxces
expe enditure ef 36501, 30 crore was msurred in 19 cases of 16 busrlismpprppa:_nens

The defeuli{ng inistries were Ministry of Defenee (5 cases under four Grants ha.

. Grant No. 21-Defence- Pensions, Grant No. 22- Defence Services-Army, Grant No.

- 23-Defence Ser\nees Nayy and Grant-No. 24 Defence Services-Alr Force), Ministry

of Fmsnse (Appropriation No, 34-Interest: Psyments} Depertmentsf Indian Audit and

'-Aeeeunts (Grent No. 40- Indisn Audit and. Accounts Department), Department of

Urban Deuelepment (Grant No. 101-Depariment’ ‘of Urban De\relepment} Ministry of

Csmrnunleetlens and information Technolegy (Grant No. 13- Department of Pests}-

and the Ministry of Railways (10 cases under 8 Grantszpprepnetiens e, Grant No.

8-Operating Expenses—ﬂethng Stock and Equzpment Grant No. 10- Dpersting

| Expenses-Fuel, Grent No. 13~Werk1ng Expenses Prewdent Fund, Pensnen and

other . F{etlrement Benefils, Apprepnehen Ne D3-Working Expenses Generel
Superinteridence and Services, Appropriation No. 04 Waorking Expenses Repairs

and Meintenenee of Permanent Way and Werks Appropriation No.. 05 Werking

Expenses- -Repairs and Maintenance of Motive Powers, Appropriation No. 07- .~

. Working Expenses-Repairs and Maintenance of Plant and Equlpment Apprepnstlpn

Working Expenses -Staff Welfare and Amenifies and Apprepnstipn Ngc. 13 Werklng'

No. 08-- Dperetlng Expenses~ReIl|ng Stock snd Equipment, Apprepnshen No. 11- . _,

Expenses Prewdent Fund, Pension and other Retlrement Benefits). The Cpmmittee

" had accordingly gwen the sbsewatmnsfreeemrnendetisns in their Report. The glsts

“of important ObseWetiensa’Resemmendetiens contained in the Report are gwen es

under..

i) The Gsmm;ttee empheslzed on the need for serupuleus serutmy of the

budget proposals, rigerpus mennenng of the pace of expend}tme and -




i

s

strict compliance of Gereral Fiiandial RS S0 as o elimifatete - -

pqg_sibiii_t\,r of 'exce_ss__expencj{tql'e.

The Lommlttee urged upon ihp Minlstry Df Finance {0 take the issue of-

excess, expenditure with utmost seriousness and find mnwatwe ‘steps

o establishing sound budgetary mechanism -whereby the ex;:}enditurp-

management r.::f any Gran¥/ Appropnaimn is madé more accurate and

- practica I::-le and the scarce ﬁnanclal resources are utilized appropriately.

The Committee recnmmended that the Ministrieste,partments evolve
an effec_ti've mechanism in coordination with the Ministry of Finance .
(Department of Economic Affairs), deptrq!ler and Auditor General of

India and the Controller General of gccoﬂnt's in' the Depariment of

Expenditure by which the progress of expenditure.- can be strictly

_monitored and timely acfion.taken to ensure that expenditure does not,

overshoot the limit authorized _by' Pariiament despile: having

Supplementéw Granis.

Taking & serious wew of the callous. attitude on the part of the Mmlstry
of Rallways for delay in presentatmn of Appropriation Accounis of

Railways for the financial year 2012- 13, the Committee recommended

the Ministry fo take urgent corrective -action o timely ‘present the |

Apprnpriat‘mn Accounts to Parliament so that regularisaﬁon of excess
expendtture ;ﬂcurred during a particu!ar ﬁnanc:a{ year Carn be done

pmmpﬂy

Noting ‘that the Depaﬂment of Posts is 1mplementmg an "I -

: Modermsatmﬂ F'ruject“ thrcmgh which reat-time hudgetary mfurmatmn

- would be. available, - which would str arnline the emenditure and -

budgetary confrol and institt fiscal discipline. The project is hkeiy to

complete its !mpiemer:tatam phase by the end of October, 2018, the.

]
3



CCommitles hoped thal Thé pioient wis Imblermeniesti—within—the—
prescribed fime limii snd the Depariment of Posis will be consistent in
fheir efforis to ensurs £io expénditure is Incurred v ‘excess of the -

atthorized linits under this Grant in future,

viy  The Cammitﬁee recommended that. the Ministry of Railways should
evolve a mechanism to assess and project realistic requiremerit of
funds .both at Budgetary and Supplementary s{ages so that timely
aclion is taken to ensure that thé-excess e:f:penditure could be avoided.

as far as possible.

4, - ‘The AG’EI'D.H Taken Notes furnished by the Minis.trie'sf E}épat‘tments concernead

in respect of all Observations and Recommendations of the Commiitee have been
rEprc:duce'd in the _relévant_Chapters of this Report. The Committee will now deal '_ '
with the Action Taken by the -Govemment_ on .the Observations and
Recﬂmmer}dati_ons made in the Original Report which either need reiterafion or merit
comments. _ | ' | | |

Excess expenditure despite obfaining Supplementary Gram_is

(Recommendation Para No.6) -

5. The Commitee were constrained o observe that out of fotal 19 cases of
excess registering Grantsfﬂppmpriaﬁqns, an excess expenditure of I6420.17
‘crore was incutred in as many as 15 cases even after obfaining Suppleméniéw
Gfantsfﬁ\ppmpria’cions fo the extent of T8595.33 crore. The percentage of éxcess
expenditure over -the Supplementary Grants in 'respe-:t of these 15
Graﬁis!ﬁpprapriations rénged frnm-2.52 pércént (Grant No. 40-Indian Audit and
Accounts Depariment) {o 4595?{3' percent (Ap'pmpria'ﬁon No. 03-Working
ExpenSes-Gen'eral Supe-rintiande_hce' aﬁd_SehrEc:e] and in 9 cas:es this percentage
was 'lﬁore than 100 percenit. !h respect of. nine'Gl"ants_ and Apﬁmpriaﬂoﬂs the

quantum of . excess expenditure incurred has bgen'even higher than the



_‘c"-upbier_né.m_ary fTranTs_s'oujtT T_Ti::—“ﬁpﬂ_ plorgdthe temtency uf-the .
.- defaultlng th.;tnesf[}epar‘ments in mcurrmg ExXCess axpendlture es >pi’EE )
obtaining huge sums of - bupplementaw Grants in a routine manner, What was
more ast_ﬂmshmg was that these Ministries/Depariments could not realisticatly
| project their ]'equirament of fuﬁds even after obtaining of Su;:plémentéry Grants
-at various stages 1h|s was a clear 1ndmatmn of the pewadmg malaise in the )
_exiant budgehng methodfmechamvm which has failed o ensure proper
aaszssment and accurate projec:tmn of the fund requirement desplte availability -
- of ample opportunities for _Eeektng appruvaf of Parliament. It was, therefnre,
imperaﬂ\;é that the Ministries/Depariments should keep a close wétch- over _thé' |
" trend of expenditure and when any need for additional funds arises they should
assess’ realistically their requirement of funds _in. adyahce_' and ap'prdé_ch
Parliament by presenting S-Upplémentary -_Demands_ for Grants in time. I is n'Dt_
- expected of any' Ministries/Depariments to cross their ﬂnéﬁciai- limits aﬁer
obtaining Supplementary Granis as has happened in mény’_ cases. The
- Commitlee- fecal_ied that only last year, they had emphasized that the
Supplementary Budgét should normally _bé for unexpected items of e_xpenditu're
or sche}aﬂ_es taken up for cé_nipe!lihg' publiciinterest. However, the Ministries went,
on incurring excess expehditufe,'_year_ aft.e_:r year, in spite of arﬁple prouiéions
avaﬁable for Su_ppiémentary-' demands for Qrants to obtain Partiament's approval
to meet unexpected éxpendlture Based on other fiscal federal models- the
Finance Ministry should evolve. modahhes enshrined on prudent financial

principles which wm enahle the sanr:.t!ty of- budgetar\_.r provisions ensuring the

reach and supermternderme of Parliament on appropriation oulgoes. The .

Commﬁtee had also urged that the Ministry of anance should m:tna’te a study nf '
the best !ntematmna! Practsces on the medalities for ensuring greater cnnform:ty
of expenditure to -the _budgetary provisions. The Secretary (Department of
Economic Affairs) Haﬂhi.suhmﬁted that in the next four-five months they would try

5 do a papel cf"@'he‘ hest Tnternaﬁonal_ﬁr’acﬂﬂes and present it to PAC. The

.5



Connities Tet‘tt.t{HJ that eueh a sfudy was Tiol infiated. The Commitise eeerﬁee—_——-
Cinat fhe said umw te: eemeleteft within the umﬂtreme axn stated by the Minisiy -
[.m L—(:[’ﬂmlt'[&[:' elee rec emmeneed “that the Mmletrleeﬁ)epertme‘tte eho HY A
: :eveiure an ef:eetwe mechanism i coordination thh the Ministry of Financa
{E}er}eltment of Economic Affairs), Comptroller and Audiior General of India atwi -
the Coniroller Genere! of Accounts in the Department of Expenditire by wh1e11
'-the pregreee of expenditure can be strictly memtered and timely action takern o -
Censure thet expendlture do’ not overshoot the |EITt!f authorized by Perhement '

deeplte hewng Supplementary Grente

B. | The Ministry of Finenee (Department of Eeenemte Aﬁesre} in their Aenen'
Taken Repy have stated as under: -
“The reeemmendetlene et t’ne Cemm:ttee made in pera 6 of 92nd
Repert has elreedy been accepted and the action taken on fhis _- e
-reeemmendetlen has been euhmitted to the Commiftee vide our lefter dt, _
2.6.2016 (copy enclosed). The etudy, as reeemmended by the Committee,
has been made in eeneuttetlen with the office of the Controller General. ef

Aeeeunte and the efr ice of the Cemptreiier & Auditor General ef tm:ile

Oﬁ" ice of the Cemptrelier & Auditor Generet has eenveyed that there .
~ already exisis a healthy meehemem of monitoring of expenctlture under the
eeheme 'Integrated Fmenerel Adviser’ whleh has further been redefi nect by.
thetr*,r of Finance (Depe;tment of Eeenemle Affe:re} in June, 2006
Under - this scheme, the Fmenelet Adviser is reepenetbte to” the
© administrative. Ministry and the Ministry of Finance being overall :n-eherge
of Budget and Accounts in edd:tien to Infernal Finance Section. In this '
~system,- Financiat Adweer in coordifiation with - Chief Centreiter of
Accounts/Controlier of Accounts of the Ministry heads to ensure that the
Ministry not - enty maintains eceeunte of expenciiture against the -

grentetepprept'ietiene, but aiso oblains f guree of expenditure incurred by

]




7.

_-au_thorised grants/appropriations and also with the infermation technology, -

the subordinate offices 5;3. ThatThe Minisiry hias a conmpletiemonthtemont—-—. -

picture” of the entire expenditure and fo menitor the same vis-a-vis

authotised grantsfappropriations.

With the introduction of modified exchequer confrol based

expendiiure manaQament system, it has been mandatory to al

Ministriesmep'artments to prepare Monthly Expenditure Pian (MEP) and
Quarterly Expenditure Allocations (QEP) and send the same to Cash
Management Cell of the Ministry of Finance, Department of Economic

Affairs for better monitoring and compliance of the guidelines regarding

-expendﬁﬂre management. Th'ua, by following the extaht measures already - -

in place and closely monitoring ihe - m'dnthly expendituie vis-a-vis

the phenomenon of excess aver the above the authotised appropriation

can be arrésted.”

Office of the Contrni!er General of Accounts has macle mmﬂar

_ suggestlnns ike  periodical review . of expenditure of

Ministriestepartments,' strict adherence to Monthly Expenditure Plan,
obtaining supplementary appropriations at appmpriaté stages, etc. fo avoid

eXcess expenditure.”

In their 19" Report (16" Lok Sabha), the Committee had desired that

the Ministry of Finance should initiate a study of the, best international

practices on the I'ﬂt}dahtiﬁﬁ for ensuring greater cnnforrmty of expenditure

_ tu the budgetary provisions. The Cnmmﬂtee regret to note that the said

study has not been mnducted so far, In that Report, the Committee also

recommended that the Mlﬂlﬁtﬂﬂs ! DEpartmen’is should evolve an eﬂeciwe

_Inechanism in coordination witti the Ministry .of Finance {Department of’

Economic Affairs), CBAG- of India and the CGA in tiie Department of



Supplementary Granis doss ot overshoot the limit avtherized Ly

Purliament, In their Action Taken ote, the Ministry of Finance .{Dei::artment '

of Economic Affairs) stated that the Mini&try'WQE in.consuitation with Office
of C&AG and CGA of expenditure for avolving a mechanism by which thei'_
progress of e'xpe_ﬁ'diture'_.;:zi_n he monitored and timely action taken fo avoid.
excess expenditure. This also includes identifying international best
E prac_tites; éqhducting a 5tudﬂr and replicating the systeh's in tndia. In this

regard, the Ministry have now apprised the Committee that since QOffices of :

CBAG and CGA have emphamzed on the Exlstmg system of monttormg,

strict adherence to monthly expenditure plans and timely seeking -

apprnpnatmns from the Parliament through Supplementary Grants, it has

been decided to follow the existing system of mnn:tnrmg str:ctly and

" vigorously for avoiding the ex_cess expendlture. Office of C&AG has also

cuﬁveyed to the Ministry that there already existed a healthy mechanism of

" monitoring of e_xpeﬁditure under the Scheme ‘integrated Financial Adviser’
‘which has further heen redefined by Ministry of Finarice (Depaﬁme:nt -qf_
Economic Affairs) in June, 2008, The_Cummiﬁee was éurpris_ed to note that
the study of best international practices has yet tc be conducied by the -

Ministry of Finance and. no steps are being undertaken to 'e-ns'ure'

effectweness in momtonng of expendifure. Nn’tmg that no changes have

been bruught in the mnmtnrmg system since June, 2006 and expend[ture is

--:wershuotmg its limits year after 'y'ear fhe Cummlttee are of the view that
the existing momtormg system is ineffective and review of the system is .

necessary for stringent monitoring. Besides ATNs do not indicate any.

_informéﬁcn about the stuﬁy of bhest inte'rnétiﬂnai practices conducted

~ either by the Ministry or by GBAGICGA. The Gommittee are unable to

understand as th how in the absence of such study, the Ministry can claim

. :

Cxpereditute co that the progress of expelidiiie tan be stricthyinoiored—— -

cand fimely Cackion faken fo ensure  that  expenditure  including



_Eert the e‘—;ﬂe_ﬁngm_hem— of ""nTmi_c}'ring_ﬁf_@Ipenciitnfe—ie'—heai‘ﬁh%‘ip i
: ﬂedeqnate eneugh fur avoiding - the excess expendliure Slrlee instances of |
excess expendiiure have heen recurnng -year eﬁer yeer epemally wiih
.'_'regerd to i{e',' Winnetrles like Finance, Defence and Haﬂwaye it is u:,lear that
ihe matter is belng eeneidered enl)r in a routine manner ang the
Government ls not making. eeneus efforts to ensure flnenetal discipline. In .
view of the- pereletent tiend of excess expenditure gemg unchecked the ‘
Commiftee e_trengly' reeemmend that the Gevernment should _under_iake_ a
therengn review in the matier, while'everﬁauiing the existing meehanie:n |
o for better -rnenit_erinQ ef'ea_tpenditure-' The -Cemmlttee el.ee reiterate thei-r h
~earlier reeemmendeﬁen 'regerding undertakfng of siudy of beet .'
mternetlenel preet;eee to avoid excees expenditure in fature. The
Committee further desire that their recommendations in this renard must
be in1piernented strictly so that excess expenditure is cn_rnp!etely avoided

in future.

Recurring phenomenon of Excess expenditure
(Recommendation Para No. 7)

8. The f_Jnrnn'iittee found that the incufrence of excess expenditure is-a .
recurming phenemenen in the past de_epife' 'reeemmendaﬁone ef ‘the Pub‘i:ie.
Accounts Commitiee and eub'eequent ies‘nenee 'ef instructions b‘g_,r th_e Ministry of |
Finance from iime fo time. The scruliny of exeese expenditure_ meurred by -
various Ministriies/Departments during the last ten years revealed tnet in aft the .
sectors the excess expenditure which was reduced to a considerable exient |
during the year 2007- 08 had again showed an upwerd trend during the year
2008- 09. From 2009-10 to 2012 13 |t had again showed 2 decreasing trend.
However, during the year under review ie. 2012-13, while the excess

expenditure under Civil, Defence Senvices and Postal Services had shown a.



'i"J‘-.f#[‘I‘ﬁ’a.!'ﬂ imnd it had 1I‘nGlCﬁSC,d T caﬁ Raiways b’UﬂTin reshest of ﬁsﬁﬁx-lrr -
- i welt as numhal of excess qusstertncj Glaﬂfaﬂ’hppmpﬂdliﬂn‘? S =mtla1|=y oVl alk
EX0ESS L.):pendﬁure:had ;;taa been reduced from ‘{'85[}3.14- orore i 201112 4
€6597.02 crore during the fiscal, 2012-13 even thotugh number of excess
registéring Grants/Appropriations has increased from 11 in 201112 o 16 in
.'?{HE 13. Further, from the scruiiny of excess registering Grantsmpproprlaﬁﬂno '
- for the last five years period e, from ?_DDB-DQ to 201 2- 13 it had been fnund that_

in 9 Gr_antszppmpna‘tmns.(Grant No. 21- Defenr;e Pensmns} Grant Nm‘ 13-
Department of Posts and_Grant’s:‘Appi-q;')riaﬁ'n-:-ms Nos 3',4.5,6,8,.'12 & 13 c-';::_erated_

Ery the Ministry of Railways) persistent excess occutred in at least three years out

- of five yeérsL It was further obse"r_ved that the Mihistry of Defence under Grér_ut-
- No, 21-Defence Pensionsl- had incurred éxf:.ess a)kpehditure of more than Rs -
IEDDU crore 're.::urﬂngly for the last four'-\_;rears ie. from 2009-10 to 201213
(%8999.54 crote iri 2009-10, T3336.31 crore in 2010-11, ¥3568.81 crore in 2011~
12 and ¥3863.71. c-rc:re in' 2012-13: Similarly, the Departmient of Posts -uﬁder :
- Revenue-Voted Section nf Grant No. 13- Postai SEnnces had incurred. excess
~ expenditure of more than X100 crore for the yeafs 2008-10 to 201213 (¥818.13
crore In 2009-10, ¥366.63 crore in 2010-11, T400.04 crore in 2011-12" and.
3160.14 crore in 2{]12-13}. Further, in case ﬂf.Grantszppmpriaﬁqns opetrated E}r |

the Ministry’ of Railways it was seen that out of 16 Grants/Appropriations,

. TECUITING exXcess exﬁenditure under two Grantsmpprupriaﬁons namely Grant No.

13- F'rowdent Fund, Pension and other Retirement Benefits and Appmpnaﬂun No.

03 Generai Su;:enntendence and Services had been mcurred for the last four .

years ie. from 2009-10 to 2012-13. The fact that the_ excess expenditure

pers_isted, year afier year; despite reﬁeated exhortations of the Cqmmiﬂe_e and

issuance of 'instruc.ﬁoﬂs"by the Ministry pf Finance from fime to fime only lad the
Committes to . conciude that. the matter had not heen viewed by the' _'
Ministrfesf['}epariments with the. seriousness it deserved. The Committee cle‘sired

" that Mmi ’[FEES bear m mind thai: eX0ess expeudlture is ‘unauthorized expendtiuae

10



hctray:ng iarlr: of financial d!SCIpEmE Theé {mi\_f Siﬁ""dil(ﬂ_!ﬁ_Whlch the cxce&.a '

-axpenditure is undemiandai:_rle_ is _"g"-.i'i"lEﬂ_E] hecd fﬂr_ unfques_aan or Unavaidable
expenditure had arisen sﬁddanly which couid nothe aniicﬁpatéd and with no time
left for the MEnistrﬁDepaﬂmeﬁt to approach Parfiament for a Supplementary
Grant, Only last year, the Cmﬁmit_tee in Para 6 of their 92" Report (15™ Lok
Sabha) had desired that the. Gom}erhment- should earnesily Lihdeﬁqke'case '
studies of the 'mstanceé. ‘where expenditure .had persistentty- exceeded thé :
hudgetary aliocations clﬂris_'ig the last five years. However, no such study .séems'
tq' héwe_béen conducted by the Government in this regard. In view of .the '
persistent trend .in the ihchrring of excess expenditure going unchecked, the
- Committee once agaiﬁ recommended the Government to. undertake a case study’
of -the' instances of excess expehditure. incurred recurringly-for the last five years
with a view fo looking into the reasons as to why the existing mechanism for
control of expenditure has failed to effectively check the unabated trend of -
excess expenditise. Steps shouid also be initiated fo constitute a high-level inter-
Ministerial Group under the Chairmanship of the Cabinet Secrefary to examine
this rec;urring issue and apprise the Committee about the steps taken to Eecﬂfy
the problems. T'rjé Camhtmiler and Aﬁditor General of India éisb ‘need to be
Closely associated with this prﬂﬁes_s. Ganéider}ng the fact that the Commiltee had
been asking the Government to take steps fo minimize the recurring excess
expendiiura the Committee “desired 1o be apprised about .the '_c'orrectiue .
measures faken along with the specific resuits achieved during the last ten years
as a follow-up of PAC's recommendatmns in the matter. Non-mp!ementatmn of
recommendatmns if any, should was to be clearly inducated in the Action Tai{en )

- Notes reguired {o be furnished o the Commlttee.

9.  The Ministry of Finanae {Deparﬁment of Ecnnnmm Aﬁaws} in their P.ctmn
Taken Reply have siatt,d as under. : :

1
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"The G m*ntlunf* OF The F“ULJ!!L, —\L.r*u:sl4|"|1k‘—f‘mﬂmii-’[£,f,—i-ra’w—ba?u*

nuierf ;

The rc,mmmermatmnb of the Comautles mddb in para @ of qznd
Repoit has "*lle’ldy been accepted and the action taken on fthis

recommendatton has haen submitted o the Commlttee vide our letter ot.

_2 6.2016 {copy enclosed). The study as recnmmended by the Commities, |

has been made in consultation with the office c-f the Ccmtmlier General of
Accounts ancl the’ oﬁ" ice of the Comptroller & Au ditor Ganei al of India.

* Office of the Comptroller & Auditcr General has conveyed that there
already exists a healthy mechanism of mnnitar_ing of e:kpénditure Uﬁder the
scheme 'Integrated Financial Adviser’ which. has ﬁthhea_* been redefined by
Ministry of Finance (Depariment of Ecnhomic -Adfalrs) in June, Zﬂﬂ'ﬁ.
Under this scheme, the Financial Adviser is responsible to the
administrative Minisiry and the Ministry of Finance be’ing_warall in-charge |

of Budget and Accounts in addition to Internai Finance Section. Iy this

system, Financial Adviser in coordination ~with Chief .Confroller of

Accounts/Cantroller of Accounts of the Ministry neéds- to ensure that the
Ministry not- only maintains accounts of expenditure aainst the

grantsfappropriations, bui _éisn obtains figures of expenditure incurred by

the subordinate offices so that the Ministry has a complete month to month |

piciure of the enfire expendiiure and to monifor the same vis-a-vis

authorised grants/appropriations.

With the introduction -of modified exchequer control' based

expenditure management system, it has beern mandatory to all

~ Ministries/Depariments to prepare. Mﬂnihly Emenduture Plan {MEP) and .

Quarterly Expenditure Allocaﬂona (QEP) and send the same to Cash

Management Cell of the Ministry of Finance, Departinent of Econoric

12



A’ﬁ'mrs for better munltenng and co phamf t re—gmdeiﬂﬁf re \;raﬁimg —_
- expanditure mana_gem_snt, Thus, by following fhe extant measures alreacly |

in place and ciosely monitoring the monthly expéndiﬂl}ﬁ vig-d-vie

atithorised granfs/appropriations and also with the information technology,

the ﬁﬁen{iménon of excess ﬁmEr'. the above the authorised appropriation

can be arrested.

‘Office of the Controller General of Accounts has made simitar

sugges’tmns like pé.riodica! ' reu}{ew of  expenditure- of"

Mtﬂistrtesmeparhnents strict adherence to I‘t.fh::nthlyr Expenditure P':an
cbtalnmg suppiemeni_ary appmpnaﬁcns at appropriate stages, efc. to avoid
~_excess expenditure.” '
10.. The Committee are constrained to observé that the Ministry of
Finance {Department of Economic Affairs) have submitted the same reply

on the Commitiee’s observations/recommendations at Para No.6 & 7 of the

19‘“-Beport. The Committee are shacked fo nole that the 'Ministry of

_Finaﬁce {Department ‘of Economic Affairs) have’ not undeftaken thorough

scrutiny of recurring instances of excess expendlture over the last five

years with a view to looking into the reasons for fallure of the existing

mechanism to effectively check the unabated trend of excess expenditure.”

Furiher, no steps wei'e initiated towards r.:::ansﬂtutiﬁg a._high—levei Inter
Ministerial Group- under the Chairmanship of the Cabinet Secretary to

examine the recurring phencimenon of excess expendi’mre; it is apparent

that the MIHiQ_try of- Finance {Dep'arirnent- of Economic Affairs) which is a
nodal Ministry for rmonitoring excess expenditure is not sincere about,

introspecting and finding '*_sol'ution's to the ever’-recurr'ing unjustified excess

expenditure. While strnﬂgly'crit'icizing “Such  a cavalier attitude, the

Commiitee reiterals theu earijer recommendahon lmp]‘FESIT‘irj upon ihe

.whnmi;y ﬂf FII‘IdI]LE {Department oi “Economic Affans} to Undprtd}({—‘t

13-



o 1(‘51 51 rmrr. v of tha inSfances of TE*(,_ITm'g'_G){CEf*S—EKpEHﬂ#UFH -ma,l_m

favgiitge & hinhels 1.'—‘[ e Binistorial E:mup undar the Chairinans hEp of

Gabinef Ssorovdiy 10 find uu 'Ehﬂ %(‘JIJUDHS for this ue-:,urnng Tvalais e aii! ”

i ensure ouservange of strict fiscal d:sc_:plme should he prudenﬂy

addressed in the coming years:

_[_ixcfaé_s expenditire incurted by Ministry of Pﬁ-‘ijﬁiﬂ_‘{_ﬁ__
| | " (Recommendation No, 16)
11. The G::rmmlttees examlnatton of the Indian ‘Railways Approprlahon

Accounts for the .Financial year 2{}12 13 rewealetj that the Ministry of Railways

incurred a total excess expenditure of ¥ 15?b.95 crore {aﬁer misclassification) in

10 cases of 8 excess registering Grantsmppmpriéﬁdns. The Committee noieci

- that while there was some decline in the excess expenditure as well as excess
reg'iste_rlng'Graﬁtsmppn}pﬁaﬁon‘s during the ‘}ear 2011-12 in 'éomparisun to the
year 2010-11, {t'_had_ again reversed during the year 2012-13 when the amount of
excess expendiiure as well as the number of cases of Grantszpﬁropriations had
increased from 1 049,86 crore n. 4 Grants/Appropriations during 2011-12_ to
-Z1675.96 crote in 8 Gra‘ntsmppmpriaﬁﬁns during the- year 2012-13, The

CammﬁtEe were astonished to note that out .of the total excess expendilure

-‘mcurred by the Ministry of Railways during the fscai 2012-13, the excess

expenditure of mere than ¥ 600 crore was incurred under two Grants viz ¥ 658-.3_2

crore under Grant No, 10-Working Ex.penses —operating Expénses-Fuel and’

| 7031.85 crore un’d(af Grant N{J.13~W0fi{in§ Expenses-Provident Fung, Pension
and Other Rétirémeqt Benefits. According to the Miﬁismj of Railways, ihe excess
_ expen-diture of T 16?4.&5 crore under Revenue (Voted) Section of Grant Nos. 8,
10 angd 13 was incurred due o incurring more expenditure tcnwérds staff cost,
~ tnore  coniraciual payments, mcrease in prime ccst Df HSD oil and maore
L cnnsumption of HSD ofl, increase in rate of enefgy purchased from outs;de

receipt of more debits from Pension dishlirsing duthorities on account of

14
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1rnpla-*-mentat;on h of MAC PS and dearmess’ Wd:fﬂtﬂ nke—rmra ex-gratia-pension,
e ANOYE. caaeq of death cum retirement gratuﬁy, leave encashment of pension -
nptees, and more qouemment c:rmtnbuimn for new pensmn scheme. Apparently,
most of these ilems were not such as to Crop up suddenly crr which could not be
anticipaied at the fime of budgeifievised estimates by an experienced -
: -urganizatidh like the Raiiways._' Further, under Revenue {Charged) section of
Appropriation Nos. 3,4,5,7,8,11 & 13 ihe eXCess EXpendéture of ¥1.29 crofe was
'mcurred due to decretal payments. The Commlﬁee desired to know when exactly
the “decretal payments made. in ali the cases and whether provisions for these
. payments could have been promded for. at the tirne of revised hudget allncatmn _
It, however appeared that no attempt was made to pmwde for them in a
Supplementary appropriation for authorization by Parfiament auring the year
_itself. Deploring the tendency of excess expenditure by fhe Min_i.siry of Raiiﬁufays.
the Committee in' their earfier report had expeciéd that the Ministry should look
:I!'fltlf_} the recurreh_t lapses on this account with awview to ﬁxi_ng responsibility at the
appropriate level so that the existing. deﬁcieﬁcies a'n_d shortcomings in the
prevailing -expendituré review 53¥stefn were. rectified and recurrence of .excﬁe'ss-
expendiiure was avoided. The fact that the Miﬂistr‘f had. not t{aken due care
despite the Committee’s d:rectwe was regretiable. The Commiliee therefore,
emphamzed that through proper control over expendﬁure and wrth more ar:,curate |
estimation of expenditure and hablhties much of the excess expenditure could be _
avolded. The Committee desired to be apprised of the concrete 3ctmn taken in

this regard by the Munistry thhm sax months.

12. The Mlmsir\_f of Raﬂways in the:r Action Taken Reply have stated as under,

1n_ 2012-13 most of the excess has béen registered under Demand
Nos.iﬂ & 13, In {h_esa Demands it was quite difficult to assess the actual

- requirement.



Demand No. 10 is fof oxpenditure etatur—te—idei-der action
consieling of high speed diesel and electics cnergy. e pEice Of RS0 ol
cannot be 'forecéai eﬁa&ﬂy. an the price ol SR A Caitrncedes local
taxes vary from staie 1o state. Ac far as eleciis energy is concernad, { there
15 als0 wide varlatmn in rate of E‘]E‘.C‘[FEE “enelgy. puichased from various
_ power supply agencies. Besides, mnsumpimn of both diesel and electrical
energy is direcily reiaied to trafﬂc can ied and train operations. GNEH the
complexity involved, despile best efforts o ac:curatei';,r estimate the
expendiiure, the ua_riatiﬁn,with'gr_api can never be éntireiy ruled out. As far
as pehsion projection is_concei"ned white frends & Dthér_knnwn factors like
anticipated refirements etc. are factored at budgetary stages, 1t is vé'ry
dl’fﬂcult o assess the exact requirement due fo large numher of railway
pensioner settled across the couniry-and rreguiar pattern in raising of

pension deblts by the banks _

The. 6th CPC has an inbuilt mechanism of pension revisions due to
pensioners aftaining certain age when the basic rate itself g:::-eé up or pay
ccmmissiaﬁ imi}!icaﬁons like grsnting' an 'extra_ increment fo staff whc:rse
date of natural increment was falling between February fo June, with
retrospective effect, revision of Fixed Medical Allowance rate. Apart from
norma! retirees due to superaﬁnuaﬂon, pensions payable on the raflways .' |
get | ch’angéd due f{o. impieﬁentat%on of new schemes like MACPs,
LARSGESS, rht)re than earlier cases. of DCRG'_etL'. also éontﬂhuted tﬁ
difficulty in assessing the .r'equire.ment under Demand No. 13. Kisalso to
be mentioned hers ‘that the excess under Demand No.13 in 2012-13 is
. only 4.7% .which is Iess than the 5% mark which is the limit stipuiated'b‘,r
the commiites. ' o ' -

Y
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Budget eati_ﬁ“a'ter‘lﬁc: ud’é@s—mtwﬁmv tretions. - _and_c;omiﬁlel_ﬁl__ _
soodination among a large number of departments on raiways 'ﬁelici units
spread across.ihe country. .F‘_I'}{I'E‘ﬁg of reépbnsihl]ity on ‘any Oné dfficer is nat.
feasible unless there is a case of malafide or deliberate act of negligence

involved,

~ Raitway ié_making all -Eﬁﬂrtﬁ fc:- control expenditure within fhe
sa'nctio_n'ed grani. A number of staps _ihciuding intreducing T ép’blioaﬁon
and e-governance in accounts and budgeting have .bee.n taken to - -
skengthen the accounting am;i- budgeting process. As f;af as information - -
“under Charged Apprqpriatio’hs is” concerned the same-is being collected
from Zonal Railways and -will ap’pmpriaialy be communicaled to the -
commiiiee. anéidering ’the-vastnesé of the raiiway system hoth in s;'z_é
and the accouﬁtiﬁgfbu’dgeting units inunlﬁed as also lhe number -of
traﬁs:acticms taking plﬁée nﬁ_the raitway system, including i'ntréfrailway.' '
inter-railway debiis & credits, the'incidente of excess expendilure in a.fe.w '
grants cannot be ruled out. It is to bie mentioned hera that rajlway is putling
all possible'eﬁaﬁs to control the expenditure within the sa_nct'_io'ﬁecl grant, .
~ All the Zonal Railways have been cautioned to assess thel'r'rec;uirement of
funds accuratety and tirﬁ'ély- at various stages. Cerfain decisions like
progressive updation and computerization of pension masters, PPOs and
| ihp!ementaticn of penéiﬁn software ‘ARPAN' would in due course réduce-
. excess inthis grani also and make the bldgeling pfocess more effective. It__
is reilerated here that due fo syrstems put in place, like P.RPAN VPN-
-brased Rail Budget System, e-recanp:!iatson the éxcess in afl Grants in

2014-15 is nil.”



e

14,

“OEL T e“ede LR Ve methpriology of 388 emq the sequxemem
of funds more acawrately and reqular nnenlteneg ef the expend smre frena.
Use of 1T applications in budgefing and accounting and its interlinking with

the all field units, divisions, workshop and Zonal R’eiiweye'. the folal

expendituie and budget eﬂetreeet under different grents}appr_eprietiene .

couid be seen at every stage and finally at Ratway Board level. Adequate

‘%upp!ementery demand can alsc be faken if all the units are interiinked

and the assessment of funds requirement is done eeeuretely and prompily

" by the field units. Mimetw of Railways is requested fo interlink ali the

unitsfdivisions/workshops. io thelr zonal rallways and afl zonal railways to
Railway Board to get the benefit of computerization in maintaining fi nenele!
discipline. MII‘IIS’LW of ReﬂWeye is also requested to intimate the PAG

regarding constraints/imitations in -assessding the actual requirement. .ot

funds to meet the liability of decretal payments arising due to award of

court decrees and exact pened of peymeni made towards court decrees b',r

the Zonal Rellweye

-

In response to the uet’sed eemmente of Aueit ihe Mm:eiw ef Railways have

stafed as under.

“The reeemmendetiene'ef the audit have been noted. MOR has

- aiready been closely monitoring the expenditure vis-a-vis the prepeﬁieneie

budget on a montiily basis. The MOR is also taking progressive steps in

| the domain of IT appheehene like. puttmg in the eyeteme ‘ARPAN’, 'VPN.
.based Rail Budget Sysiem’, 'e- reconciliation’ fo beef up the e:mneetu.rnn_.ur

across the units for memtemmg the ﬁneneuei dlSGlph'l"rE

As far as d_eerete!_ peymen’te are ee‘neerned, it is the diﬁieuitﬂf in

" estimating the timings of the courls' decrees which impedes the exact

L]
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dasest,mem hﬁe requarem_ﬁt—m furds—¥ h{..{iﬂaﬂqm_thg pa}y_ug:t mdcia

in all the cases ﬂf dEGI efal paymen’ts in 201? 13 are encinsed herew;th

18, Thé Commitiee appteciate the measures ta!&en hy’ ihe Wimistry f::'."" -

Raflways in the domain of 1T appilcations like introduction of Advancer

: Hailwaﬁ Pension Access Metwork (ARPAN), Virtual Private Network (VPN)
based Rail Budget System, e-reconciliation fo strengthen connectivity and
real time monitoring of ali railway :_:.un'es and units across the country and

_ensure financiab discipline. The Commiftee also note that. excess

expenditure under vctéd_ Grants cperated by t_he Ministry  of Railways
during 2014-15 is nil. While agreeing 1@.'."iti"; the view of the Ministry that it is
difficult to estimate the timings of fhe court decrees and.iauhsé,quenﬂy not
feasible fo make an exa'r:.t assessment on the requirement of fundsr-fm;
decretal 'pajrmeﬁis, the 'Gom-mittee however desire that in. all future
buﬂgéting_prﬁcess the Ministry take info account factors like number of

pending court cases, amount involved in these cases, stages of these

pending cases efc. so as to pre'pare' a realistic budget pr'npusal. This

- exercise will ensure minimal excess expenditure in respect of decretal

payments.

Misciassification of exuend;tﬁre by the Ministry of Railways

{Recommendaﬂon Para No. 20}

16, . The Cnmmittee_ regretted that dunng the year 2(]12 13 there Was
misdass"rﬁcaﬁon of ekpenditure of ¥ 571,565,478 under Grant No. 8 - Workmg
FXpEﬂSES - Ope:atmg Expensﬂs— Rotiing Stock and Equipment operated by the
Ministry of. Raitwa\_.fs Taking . mto account the eﬁect of this mlsclassmcaﬁon the
actual 8XCesS expenditure incurred by the Ministry qf F{atlwaya durmg the year
2012-13 was < 1675.96 crore instead of ¥ 1670.24 crore as indicated in Indian

Haﬂways Appmpnatmn Acr:ount [?m? 13} The Commitiee wete diStrESaEd o

19
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it des ptte their 1 matemorﬂ_ﬁom;—mp MIH*‘%HY o#—hﬂﬂwes;:._rmx 08 BEU
shle o stop rﬁm{ : iﬁuaimn of expenditure In thair accotnts. Duving the kst 10
inancial }‘GaTE the Cornmtﬂee came across 56 cases of iles F:.s:,zfmcauun o
| expendlfure Fuither, acmtmy of cases of misclawﬁcahon of expenditure during
the last five years. reueated that though the inisclass ification of pr@minture
during the year 2011-12 had reduced to T 174,756,509 in 2 cases in cotmparison
" 1o the misciassification of ¥ 29,?’-&_?1,4’9_,848 in 9 ca.seé' int the year 20101 _1,' it had
again increased to T 571,55,478 in one case in 2012-13. It seemed that no

-tangible- aclion was taken by the Ministry of Rallways either 1o fix . the

'réspunsibi_ﬁw against- the officers for such glaring mistakes or o revamp their

existing accounting gystérn as had been rr—::itht.a.autﬁ:dl'-yF Tesommended by the Public -

Accounts- Commitiee. . The Cohmiﬂeé fook a serious'-uiew of such callous
apprﬂach on the part of the Minisiry of Rath.ﬂ.ray's for not t:mew detecting such
. mistakes which led to derail the budgetary exercise. As_maic:r funclions of
Accounts Department of Minisiry of Railways wete siated fo be computerized

with several. applications to strengthen ihe various accounfing aciivities, the

Commiﬁee hoped that the Ministry would be abie fo.overcome systemic iacunaef

loopholes and progressive elimination of the mis'classiﬂéaﬁon syndrome in future,

47 The Minisiry of Railways in their Action Taken Reply have stated as under:

“The concem of Public Accounts Committes regarding

misclassification of expendi'ture is noted for strict comp-iiance. Detailed

cadal proﬁisinns exist for allocafion of expenditure. Insiructions are also

- issued to  the Railways from '-iir-n;e to  time for furher -

strengthenlngftlghtemng the. systems 1o restrict: the factnrs contributing to

misclassifications and mistakes in accounting, {o reduce instances of

misclassifications besides fixing responsibilities for lapses.at suitable
levels. However, due fo enormmily of fansactions of varied nature, some

items  of misclassification/mistakes escape_- detestion, despite  all

s



prﬁcauimnq “aid cheoks it IS—IJE[tiﬁﬁﬁ te—mentioa-that_the I"ELH_MJ‘ of .
misclassi hcaimm’nuatakes is 0.004% appmx of total number of accouni!.ng
fransactions handled over Indian Railways durifrg 2012:13: “Review of
internal check mechanism is a confinusus process and all efforis are being -
-~ made to overcome systemic_ lacunae/ !ﬂnphnlés-whi ch are ﬁkéiy to result in

misclassificalion of expenditure. w‘iinistrﬁr of Railways is committed for
_-'cqmputerlzatiﬁn of various acc_crunﬂ'n'g activities to f:nring abaut efficiency

and exp_ediency In its functioning. It shé.ﬂ always remain the endeavour of

. Minisry of Rallways to avoid ‘Misclassifications/Misiakes' aitogether.”

18. The Committec are distressed to find that a large number of cases of
m_isciassiﬁcgiimi'_of expenditure under various grantsiappropriations had
been a recurring phenomencn in the Railways. Upori noticing that _rﬁajor
' fﬁnctinns. of Accounts Bepartment of Ministry of Rallways were stated to be
computerized with several _applicati::-hs to strengthen _. the -'-.raric_}us
accounting activities, the Gommittee in their 19 Report (16™ Lok Sabha)
_hati expressed hope that the Ministry would be able to avefcpme systemic .
tacunaefloopholes and pmgresﬁive elimination of misclassification
syndrome in future. Thta'cnm'mittee'howevei’ ﬁ__nd' that misciassification of =
expendiiure by Ministry of Raﬁﬁays is a recurring feature in the. successive
years ai'f_so. Now, In their Action Taken Notes, the Ministry have éubmitted
that due__tp enarmity of -tranéactibné of varied. nafure, some -items of -
ﬁ'sisclassiﬁcaﬁﬁhfmistakes eécape detection, despite all précautinns and
checks. Takmg nete of the recurring trend ‘of misclassshcatmns ihe-
Gnmmﬂtee strongly recemmend the individuai Raiflway/Unit to take
measures o prevent misclasmﬁcaimn of expenditure in frequently
recurring cases. Besides, t_he Commitiee desire that the cases of
miﬁciassiﬁcaﬁoh shuu!c_l be di_\ric_i-ed into two categories viz those arising

out of wrong interpretation of rules and those resulting from fack of

2L



m:;s.sate Caid zy thetmeob piirpa mn oy iu‘:.i‘*‘*—f’ﬁ...“‘: “Eapnlds-heshnnns —
wpinh afee doe o ditferead _pzf,L;es;t:or._.n:, Zonal fxa!hﬁ'agﬁfi_slﬂ'fﬁ ey L
‘Lﬂé-:{ru_{:'téd' o ke evicniz o ciséiss and soif out snch dases i
consutation with theiv Audl. For cases wildch arive as a result of lack of
care and which could isve hein avoided, responsi witity of é,ﬁﬁ_t;erned startf
officers may bs fixed for fhe lapses. The Commitiee would like fo be

apprised of the concrate aution fsken by the Minfstry of Railways in this

regard. _
NEWDELH; . sHR MALLIKARJUN KHARGE
4 Pecember, 2017 : : : . Chairperson,

13 Agrahayana 1939 {Saka] B _ Pubhc Accounts Gummtttee
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