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INTRODUCTION 

I, the Chairperson, Public Accounts Committee (2022-23) having been 
authorised by the Committee, do present this Fifty Third Report (Seventeenth Lok 
Sabha) on 'Excesses over Voted Grants and Charged Appropriations (2019-20)'. 

2. The Union Government Appropriation Accounts relating to Civil, Defence 
Services and Postal Services were laid on the Table of the House on 29th 
November, 2021 whereas, Appropriation Accounts relating to Railways were laid on 
the Table of the House on 11th August, 2021. 

3. The Committee examined the cases of excess expenditure incurred by the 
Ministries of Finance (Department of Revenue) and Defence of the Union 
Government in the 2019-20 fiscal on the basis of the Appropriation Accounts; 
observations of Audit as contained in the relevant Reports of the Comptroller & 
Auditor General of India; and the Explanatory Notes furnished by the 
Ministries/Departments concerned. The Committee considered and finalised this 
Report at their sitting held on 3rd August, 2022. Minutes of the sitting are given at 
Appendix-I. 

4. For facility of reference and convenience, the Observations and 
Recommendations of the Committee have been printed in bold and form Part- II of 
the Report. 

5. The Committee would like to express their thanks to the representatives of 
the Ministries of Finance (Department of Revenue) and Defence for the cooperation 
extended by them in furnishing the requisite information to the Committee. 

6. The Committee also place on record their appreciation of the assistance 
rendered to them in the matter by the Committee Secretariat and by the Office of 
the Comptroller and Auditor General of India. 

NEW DELHI; 

5-:i August, 2022 
Sravana,1944(Saka) 

lb f 

ADHIR RANJAN CHOWDHURY 
Chairperson, 

Public Accounts Committee 

( v) 
/ 



A. INTRODUCTORY 

REPORT 

PART-I 

(a) Annual Appropriation Accounts of the Union Government 

Appropriation Accounts are arnual statements detailing Grant/A.ppropriatio'1-11vise 
sums spent by the Government in a financial year vis-a-vis the sums specified in the 
schedule appended to the Appropriation Acts passed under Articles 114 and 115 of the 
Constitution of India. Such accounts also indkate unspent provisions/excess 
expenditure under each Voted Grant and Charged A.ppropriation as a "Nhole during 
financial year. 

2. Presently. four Appropriation Accounts are presented to Parliament viz. Civil, 
Defence Services, Postal Services and Railvvays. The A.ppropriation Accounts in 
respect of Grants/Appropriations· covered under the Civil Sector are prepared by the 
Controller Genera.I of Accounts (CGA) in the f'.1linistry of Finance. The Non-Civil 
~ ... ~inistries/Departments like Defence Posts and Railways prepare cvvri annual 
Appropriation Accounts. These Appropnation Accounts are audited and certified by the 
Comptroller and Auditor General (C&.8.G) of India who also submits separate A.udit 
Reports thereon to the Pres1dent who. turn. causes them to be laid before each 
House of Parliament in terms of Article ~. 5~ of the Const:tution of India. 

3. After their presentation to Parliament these .A.ppropriation Accounts and 
Audit Reports thereon stand referred to the Public Accounts Committee for examination 
under the provisions of Rule 3081 of Rules of Procedure and Conduct of Business in 
Lok Sabha. 

4. scrutinizing the P .. ppropriation Accounts of the Government of India and the 
Reports of the Comptroller and Auditor General of ~ndia thereon. it is the duty of the 
Committee to satisfy themselves: -

(a) that the money's shovvn in the accounts as having been dlsbursed vvere 
legally available for, and applicable to, the ser-1ice or purpose to which 
they have been applie•::l or charged; 

(b) that the expenditure conforms to the authority •,•,1hich governs it; and 

{cj that every re-aopropr-ation has been made in accordance with the 
provisions made ;n this behaif under Rules framed by the competent 
authority. 

5. !.f any money has been spent on any ser<J"ice during a financial year i.n excess of 
the amount granted by Parliament for that purpose, the Committee examine, ·with 
reference to the facts of each case, the circumstances leading to the excesses and. 
make such recommendations as they may deem fit 

fr1 a Oe.'r.an::t for G . .-anrs. prc/l/s.;cn f;:;r './Gi'ea' e.r.pef:',~:rt':.rs ,:.s :;a:it9'o a Gtac.~ ar.i':l :·ar .;t;ar~~a e:a:ie.+iO'!tJr,g .~~ 1·s ca1'1'ed 3n App:o,r::ra.t.;:cn 
Tt·.s Rt.:e defires :he fcJr,::;lio~s of :re ::iut:· c .c..:;::oL c:s Cc wr '.1ee. 



(b} Rules/Provisions for controlling excess expenditure 

6. The follov'.'ing Constitutional Provisions and Rules are laid dm,vn for control of 
excess expenditure by the Government: 

(i) Article 114 (3) of the Constitutlon provides that subject to the provisions of 
Articies 115 and 116, no money shall be w·ithdravm from the Consolidated 
Fund of India {CFl) except under appropriations made by lav,• passed 
accordance with the provisions of this Article 

{E} Further, Rute 52 {3) cf the General Financial Rules (GFR), 2005 stipu!ates 
that no disbursements be made v.•hich m~ght have the effect o~ exceeding 
the total Grant or Appropriation authorised by Parliament for a financial 
year except an.er o'::::itaining a .Supplementary• Grant or an ad·11ance from the 
Contingency Fund. 

(iii) P..rtide 115(·1) (b) of the Consttution stipulates that if any mor\ey had been 
spent on any service during a financial year excess of the amount 
granted for that service and for that year, the President shou!d cause to be 
presented to the House of People a demand for such excess. 

(iv) ndian Raill/lray Financial Cod 1e, Vo'.ume-1 aiso addresses tne issu·e of 
excesses over Grants in so far as RailvJay· finances are co~cerned. 
According to pa:agraph 371 of this code the Rail·,...,a·, .. administrahon shall 
be responsible to ensure that no expenditure Is \ncurred excess of tr.e 
Budget allotments made to them. Simfar provisions also exist under 
para·graphs 782 and 7:33 of Postal ~ ... 1ariual, Volume I {Fourth Revised 
Edition) which, inter-alia prescribe that control in relation to budget 
allotments must secure that expenditure is not incurred under any head 
excess of the .,unds a Hotted to !hat head. 

(c) Procedure for regularization of excess expenditure 

7. According to the procedure ',aid down for regularization of the excess 
expenditure, the Ministries/Departments of tne Government of !.ndia are required to 
furnish to the Public Accounts Committee, Explanatory Notes detailing the reasons for 
or the circur:istances leading :o the excesses under each excess regis:ering Grant/ 
Appropriation along ·~vith tr1e relevant Appropriation Accounts. Thereafter, tne Public 
.Accounts Committee proceed to examlne. in the light of tne Explanatory Notes 
furnished by the Ministries.i'Departments concerned, the circumstances leading to such 
excesses and present a Report thereon to Parliament recommending inter-alia 
regularization of the excesses subject to such Observations/Recommendatior,s as they 
may like to make .. Pursuant to ObservationsfRecommendations made in the Report 
of the Committee, the Government initiate necessary action to have the excesses 
regularized by Parliament under Articie 115 ( 1) (b) of the Constitution, either in the 
same Session in \Vrich the Committee present t':ieir Report or in the Session follov,ring 
it 
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(d} Union Government Appropriation Accounts (2019-20) 

8. The details of the four Union Government Appropriation Accounts i;2o·rn-20) ·,/iz. 
the dates of laying of these Accounts on the Table of the House, the number of 
Grants/Appropriahons operated under each of the four Appropriation .Accounts and the 
relevant Chapters/Paragraphs of the Audit Reports highlighting the Audit fndings are 
·given be!ow:-

SL Appropriation 
' No. Accounts 

C:vii 

2 · Defe nee Ser ... :::es 

-3-.--.1 Posta: Se 0 .. :ce.s 

• 4. Railways 

Date of laying No. of Grants,' • C&AG's Report in which audit findings 
on the Table of Appropriations ! highlighted 
the House highlighted 
29-11-2021 96 

. 29-. 1-202 ~ 2 

29-11-202'1 

I 11-0B-202 i 1 

c~1apter 3 (Para 3.2.1) cf c.& . .::..G·s Report 
• No 7 of 202', Un :Jr, Govern~ent 

t\cccr .. mts c·f the U1i·:Jr Gcvern.'llent. 
( Fi1ar cia' .A.udit) 

Chap:er 3 ~Para 3.2 '•) of C&.A.G's Repor: j' 

• No. 7 of 2021, Union Go•,·ermnent, I ·~'~counts o~ .. ~he L'rion Go'.'ernr.ert, 
1 1 F1nanc.1al ,.'.i,uo1:: 

Chapter 3 (Para 3 21) cf C:& • .:..G's Repcrt 
~·~:! 7 :-f 2G21 Jn.8r; Gcvernme:i: 
Acc:::Jnts cf tr.e Un,:J:-, Gcvernmen: 

• {Finar.cia. A.ud:ti 
• r-.h:::;p•pr, •p~r- ~ •·1 ..,: ,~;;- ,,~·s c-.-.o-" I i ·v· -~ •-: 11. d.1d 1 ~ •. ..,.1 ...... u:P,..;i n.e....i ll 

I. No. 13 of 202.1, Un 01 Governrnert 1. 

i------------------------'·'---1._'R_a_il_w_ats} Rai t•1tav Firances 
Total No. of Grants/A 100 

9 Ir this Report, the Commi1tee have examined those Grants/ Appropriatinns 
where money has been spent in excess of the amount a1.;thorized by Parliame:it for 
specified services for the year 2019-20 and 1.vhich requ1re regu!arization by Parliament 
under Article 115{~)(b) of the Constitution cf India. 

B. EXCESS EXPENDITURE OVER VOTED GRANTS AND CHARGED 
APPROPRIATIONS (2019-20} 

1 G. Scrutiny of the four Appropriation .Accounts (2019-20) revealed that, there ·vvas an 
excess disbursement of ~ 32,637 78 crore over the authorization from the CF! during 
2019-20 out of ·which an excess disbursement of ~ 31,936.47 c.rore occurred in two 
Grants/.A.pproprJations operated by Civil rv1inistries/Departments and ~ 701.31 cmre 
occ1..1rred in cne Grant operated by rvtinistr1 of Defence. Details in this regard are given 
belOVJ: 

SL Name of 
No .. Appropriation 

Accounts 

1. Civi1 

No. of excess 
registering 

Grants1Appro 
riations 

2 

No. of cases 
involved 

2 

(In unit of:{) 

Amount of excess expenditure 
incurred 

31936,47 .34,484 

12 Defence 1 1 
• Ser.,•ices 
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3. · Posts Nil Nil Nil 
t. · Ra il·ways Nil Nil Ni' 
Total 3 3 32637,78,26,653 

(a) Details of Excess Disbursement over Voted Grants/Charged Appropriations 
(2019-20) 

11. The details of three cases of three \loted Grants/Charged Approprlations 
which the actual expenditure had exceeded the sanctioned provision during the financial 
year 2019-20 as shm•m in the relevant Union Government Appropriation 
Accounts/Expianatorf Notes furnished by the r\•1inistrieslDep.artments concerned are 
given be!ovv:-

(In unit of~) 

No. & Name of. Administrat · Original 
'No. Grant/ ive GrantlAppropriation(Oi. 

Actual 
Expenditure 

Excess 
Expenditure 

. 
1 

Appropriation Ministry/ ' Supplementary 

2 I 

Department Grant' A ppro pri ation (S) 
Total Grant' 

Appropriation (T) 

"'='• wl 4 
I - APPROPRIATION ACCOUNTS - CIVIL+ 
1. i ..... - Defence Defe'lce I 0-2 4c.oo o::i:::i L' 

Pensior:s I S-3 1 34,00.G:JO 
:·Re.,1erue - i T-5,8) OC, 1]00 ' 

2. 31 -
De~artment of 
Re·.·enue 

· (Reve'lue-
· 'loted) 

5 .I 6 

7,79 74,0CG 1.99,7.3!48£. 

Percent 
age of 
e:x.-:ess 

expendi1 
ure over 

total 
Grant' 

Appropr 
iation 

7 

34..44 

: Total !"Civil - , 243494,55,00,000 275431,02,35,000 31936,47,34,484 : 13.12 
. 11. APPROPRIATION ACCOUNTS -DEFENCE 

SERVICES 

3. 20-Caoita' 
·outlaf on 
Defence 
Services 
IC:a::ii:al -l • 

f \l:7ed) 

Defence 

• Tota.I ~Defence Services} -
: Grand Total 

0-1:J3:3, 1 :J 95,:JO,OCC 
S-6988,46 OC,000 
T- ·, '0299,42 .OC)JOO 

. 110299,42,00,000 
I 35379391,00,000 

11~CC:J.7293,C:JO 

111000,72.,93,000 701,30,92,169 
386431,75,28,000 32637,78,26,653 

12.. Thus. the total amount of actual excess expenditure incurred during the financial. 
year 2019-20. which requires regularization by Parliament under Article '"115( 1 )(b) of the 
Constitution amounts to ~ 32637.7826,653 incurred in three cases of excess over 
Voted Grants/Charged Appropriations. 

! Pcns~ons {):Defer.:>= ?ersonnel c~re r-'1t1>o>w1 

Defcr:t•;'.J 

0.64 

0.64 
9.23 



-5-

(c} Reasons for incurring Excess Expenditure 
~~~~--~~~--~--~·-·~~-~--~~~~~~~~~-~~~~~. I SI. I No. and name of Excess Expenditure Reasons for excess as 

1

. 
No. · GrantfAppropriation 

1

. incurred stated by the 
Ministries/Departments 

· (in unit oft) concerned 

1. 121 - Defence Pensions ~ ,99, 73.484 Due to booking of charged • 

2 ·---3-1 ___ D_e_p_a_rt-.. _m_e_n_t--o-· ~ 319 34 A 7, 61, 000 
I
i expenditure based on court I 
decrees. 

1 Due to transfer of more · 
funds to GST Compensation Revenue 

• 20- Capital outla~.. on j ?"01,30,92, 169 
Defence Sen1ices 1 

Fund order to apportion . 
. the bala .. nee IGST pertaining / I to Fina,..,cia! Year 2018. 

Due to payrrent to meet 
committed liab\lities: 
abilities oi initial payment 

for Ne\v Schemes 
I contracted; more 
I 

expenditure on ci~stom duty; 
exchange rate variation and 
against the lett~r of credit I 

. more expend1Lre than I 

I antclpated on certain 
, projects. requirement of fast 
tracking vv·crks as ·,•,.ell as 
cornp)etion of critical · 
projects on trne, etc. _ __J 

(d) Excess Expenditure despite obtaining Supplementary Grants 

13. A scrutiny of thie relevant Appropr'ation ft.ccounts and Exolanatory Nctes 
received from the Ministries/Departments co:icerned 'evealed that during the financial 
'/ear 2019-20. the excess expenditure vv·as incurred even after nbtaining SupplementaPl 
Grants/Appropr1ations in all the three cases by the respective Minlstriesi Departments to 
meet their additLonal requ\remerts· 

! SI. 
No. 

1 

of z) 

r 
No. and name or ! Amount of I Amount of excess • Percentage of excess over I 
GrantiAppropriat- · Supplementary expenditure I Supplementary 
ion GrantfAppropriation incurred . Grants/Appropriations 

obtained 
2 i 3 4 5 

• I. APPROPRIATION ACCOUNTS - CIVIL 
i 21 - Defence J3L 00 OC:J 1, 99. 73 ,4'94 ; ~.g 80 

I. Pe1s on 
I ?,even ue - Charged: 
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12. 31 - Departmert cf 
Reverue 

4C;]3G}7,00 oco I 3193"4,.1/ i31,DOO 79.77 

(R.evenue - \ki:ec(I 
. IL APPROPRIATION ACCOUNTS- DEFENCE SERVlCES 

I. 20- Capita Outay· en 
Defence Services 
(Cap,ta. - Voted) 

701,3092,169 

, Grand Total 47022,57,oo,ooo I 32637,78,26,653 I 69.41 

Year 

2010-1. 
2011-' 2 
2812-13 
2·:J13-14 

2C~4-15 

14. Scrutiny of the above statement has revealed th.a~ 1n the fiscal year 2019-20, 
excess expenditure v.ias incurred even after obtainl.ng large sums as Supplementar,i 
Grants/Appropriations. To illustrate, Supplementary Grant to the tune of < 3.34 crnre 
vvas allocated for the Grant no. - 21 operated by the rvUnistrj' of Defence but this fell 
short by < 2J)0 crore. In case of Grant No .. 31 operated by Department of Revenue, 
although Supplementary Grant of z 40030. 77 cmre was obtained, excess e>:penditure 
of z 31934.48 crore 1,1.1as incurred. Further, in case of Grant Ne. 20, operated tiy Ministry 
of Defence. Supplementary Grant of~ 6988.46 crore 1Nas obtained but this fel shcrt by 
~ 701.:31 crore. 
{e) Recurring Excess Expenditure 

15.. Article 1 "Af3) of the Corstitu~ion prcvides that no money be •.vithdrawn from the 
ConsoEdated Fund of India (CFI) e:c:cept '.J!"',der appropriations made by ia•n passed in 
accordance \•Vith the provisions of this Article. Further. Genera\ Financia1 R'Jle (GFR) 
52(3) stipulates that no disbursement be made might have the effect of exceeding 
the total Grant er Appropriation aui.hcrized by Parliament for a financial year except 
afte;- obtaining a Suppleme11tary Grant or an advance from the Contingency Fund 
Contrary to this, the ;ncurrerce of excess expenditure has beer. a recurring 
phenomenon in the past desp:.te recommendations of the Public .A.ccounts Committee 
and subsequer;t issuance of instructions by the Ministry of Finance from time to time_ 
The comparative data given belo··N .ndicates the position regard'ng excess e:·:perditure 
incurred by various Ministries/Departments rn.,Jr:,ng the last ter: years: 

(t' in crore) 

Appropriation Approprfatlon Appropriation Appropriation Total 
Accounts Accounts Accounts Postal Accounts 

; -Civil - Defence Services - Railways 
l-~~,..--~~~-+-~~S_e_rv_i_c_e_s~~1--~~~~~~~~~~~~~~~~~~~~~~ 
' No. of Excess No_ of 1· Excess No. of Excess No. of Excess . Tota! Total of 

Columns 
3, 5, 7, 9 

Excess expendiitur Excess . expendit Excess j expendit , Excess 
1

. eexpenditur : of 
; register -e 

1

. :rn~ister -ure , register ' -?Jre I registerin I Co·lu I ing , incurred mg incurred 
1

. 1ng incurred · g Grantsi' ' incurred mns 
1 Gra.nts.1 j ' Grants1' , Grants/ i .t..ppropria 2, 4, 

~~~~~~ , i ~~~~~~ ' ~~~~~~ I tions / 6. 8 

c2) :3} I (4) (5) (6) (7.1 (8} 

7 3384.10 4 4239.34 1 i 36£.63 ·.o 3056.86 22 
567.91 i 4•JO :Jt. I 195.53 i '15C.14 

4 I ""1049.86 I 11 
8 I 1675.95 I rn 

:;. ' 6545.33 
i 4 4565.39 3 

733.72 

c cc·, I i 78.41 

12 273.! 91 1.:. 
5 I 49fi.99 i 11 

I 3 39 59 3 

I I .. l 155~0.55 1 

I 
i 1046.93 I 
856::.. 14 
6:5.97.02 
3508 22 ; 

'15207.9-si 



12015-15 : -1 6 76.07 s 2-36.44 -. 210.37 L 

2 •. B9! 54 26 3 33.21 7 '90278.26 
2 92451 31 99610.30 , : ~ 85.74 l ,:. 52.0t. .57 I 1 : C.22 

I 3 I 
2 31936,47 

! 

(f} Recurring Excess Expenditure under particular Grant/Appropriation 

/ Sl No. No. and name o"' Grant 

1. . 21 - Capital Outlay on Defence I Services 

Yea· 

2017-18 
2018-19 
2019-20 

Excess Exoenditure 
(Z in crore) 

104.55 

125729 
701.31 

(C) EXAMINATION OF SELECT CASES OF EXCESS EXPENDITURE 

32637 

;6. In the succeeding paragrapr.s, the Committee have dealt v .. ith so'Tle of the 
prnminen~ cases involving e:<cess expenditure during the financial year 2019-20 in the 
light of the facts brought out in the relevant .A.ppropriaton Accounts, Audit observations 
thereon, Exp!anatc1Pl Notes and ·\lvritten repties furnished by the f•J1inistries/Oepartments 
concerned. 

I. APPROPRIATION ACCOUNTS (CIVIL) 

GRANT NO. 31 -Department of Revenue (Revenue-Voted) 

1·7_ Under Re\1'enue Section (\loted) of Grant No. 31 - Department of Re\tenue fo,r 
the year 2019-20 the Orlg1nal Grant v·1as ~ 203457.98 crore. After obtaining 
Supplementary Grant of z 40030.77 c.rore, the tot.al Grant \1vas z 243488. 75 crore. 
Against this, the expenditure of z 275423.23 crore •.vas incurred resulting i;--1 an excess 
expenditure of t 3193448 crore. 

18. The excess of more than ~ 100 crore \Nas incurred mainly under the two tv1ajor 
Heads, i.e I (i) Major Head: 3601 - Grants - in - aid to State Governments and r•.•1inor 
Head: 08.797 - Transfer to Reseri.te Fund/Deposit Account and: {1i} Major Head: 3602 -
Grants - in - aid to Un.i.on Territory Governments wit11 Legislature and r·.'linor Head: 
08.797 - Transfer to Reser·le Fund/Deposit Account. 

19 The reasons as attributed by the Department of Revenue for incurrin·g excess 
expenditure under these tv.•o Majorlr'v'linor Heads are given as under: 
{i) Major Head: 3601 - Grants-in-aid to State Governments 
Minor Head: 08.797 - Transfer to Reserve Fund/Deposit Account 
In pursuance of the provision of the Constitution (One Hundred and First Amendment) 
.Act, 2016, the Goods and Services {Compensation to States) .A.ct, 2017 v.ras enacted by 
Par!iament for providing compensation to the States on account of Revenue loss due 10 

:a 
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implementation of GST w.e.f. 01.07 2017 for a period of five years. ln this regard, it is 
also submitted that as per GST (Compensation to States) Act, 2017, the prov\sional 
GST compensation is being released on a bi-monthly basis to the StateslUTs. The 
quantum of the GST compensation required is based upon collection trends of 
SGST/IGST and the subsumed tax collection by States.IUTs. Therefore, it is a!•.va~"S 
difficult to assess the actual budget requlrement. as the same is dependent upon 
variable data being received from States on a bimonthly basis 
Accordingly, a budget provision of ~ 1 01.200 crorn ·was made under r· ... 1H 3601 & 3602 
(~ 96000 crore in MH 36'01 for releasing GST compensation to States and ~ 52.00 crore 
in MH 3602 for releasing GST compensation to UTs) in BE 2019-20 to compensate the 
StateslUTs on account of re'venue loss to States due implementation of GST and 
based upon the initial trends of GST collection as 1Nell as subsumed tax collected by 
StateslUTs .. 
Further, as per the requirement of GST Comoe;-,sation to be paid to States/UTs .. the 
budget provision under Head 3601 and 3602 v11as revised to { 1,21,200 crore at 
sta·ge, out of •Nhich, { 1, 12.200 crore 1:.re~e kept under r· ... 1H 3601 and ~ 9000 ::::ro'"e was 
under rv1H 3602. This addi,tional requ\rement v.ias fulfilled after taking a Supplementary 
Grant of ~ 20,000 crore (~ 16,200 crore under r·.i1H 3601 and ~ 3800 crore under MH 
3602) in the 2r.:: batch of Supplementary Demand for 2019-20. 
Under the provision of GST compensation Act, the cess collection ..-.. as estimated at ~ 
112200 crore in f·J1H 3601 at the time of RE ami 'Nas proposed to be transferred into 
!GST compensation fund a Public Accour.t F':lnd. Subsequently. Centre vide letter No 
S-31011/212019-ST-l!-DoR dated 151 June 2020 had transferred z 33412 crore (~ 31697 
crores under Head 3601 and z 1715 crore under Head 3602) from Cfl to Compensation 
Fund as part of an exercise to apportion balance tGST pertaining to FY 2017-18 for 
purpose of the release of admissible GST Compensation to States for 2019-20, 
v.•hich '.s reflected as excess amount T·"'fa amm.;nt is the n,et impact of the re'Jersal of 
devolution of lGST of ~ 66983 cro~e out of total amount of z 67998 crore devolved to 
the States. apportionment of ~ 63 288 crore of IGST to States and { 88.344 crore to 
Centre, devolution to States ~ 37, 104 crore of the amount apportioned to the Centre 
and consequent recovery of ~ 33.412 crore from the States vvhich needs to oe credited 
to the Compensation Fund. Hence, the actual expenditure under this head 
(3601.08. 797) is sho·vvn as ~ 143897 crore, ·Nhich resulted an excess expenditure of~ 
31697 crore. 

(ii) Major Head: 3602 - Grants-in-aid to Union Territory Governments with 
Legislature 

Minor Head: 08.797 - Transfer to Reserve Fund/Deposit Account 
As mentioned para (i) abm1e. under this riead, the cess collection vv-as estima1ed to~ 
9000 crore at the time of RE and v.ras proposed to be transferred into GST 
Compensation Fund, a Public Account Fund. Since tne actual amount released to the 
Union Territories Governments vvith the le·g\slature as GST Compensation tiH r•,.\arch 
2020 v ... •as z 8298.29 crore, hence the remaining amount of ~ 701.71 crme \iVas 
surrendered at the end of the FY 20t9-20. 
Further, Centre vide letter No. S-31011i'2t20·rn-ST-l.l-DoR dated 1.s: June. 2020 had 
transferred ~ 33412 crore (:Z 31697 crore under Head 3601 and { 1715 ~rare under 
Head 3602) from CFl to Compensation Fund as part of an exercise to apportion balar:ce 
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IGST perta\ning FY 2017-18 for purpose of release of aamissible GST Compensation 
to States for 20!9-20. ch is reflected as excess amount. Hence. the actual 
expenditure under this Head (3602.08.797) :s sho· ... vn as ( 10013.29 cmre, which 
resulted in an excess expenditure of { 1 5 cmre. 

20. As regards the action taken to avoid excess under this Grant, the Department of 
Revenue In their Exp!anator;./ Note stated that apportionment of ent~re unsettled !GST 
beti..~1een Centre and States/UTs in the ratio of 50:50 at the end of each financial year, 
future •.viii ensure non-occurrence of such excess expenditure. 

II. APPROPRIATION ACCOUNTS - DEFENCE SERVICES 
Grant No. 20 - Capital Outlay on Defence Services (Capital-Voted) 

21. Under Capftal Section (Voted) of Grant No. 20 - Capital Outlay on Defence 
Services for the year 2019-20 total provision •.vas '{ 110299.42 crore . .A.gair:st this, 
the expenditure 07' z -\-'11000.73 crore vvas ;rcurred resui:ing in excess of z 7C1.31 crore. 

22. The excess of~ 701 31 crore •.vas the effect of total excesses of { 1502.08 
crore and total savings of z 800.76 crore as well as surrender oft 1,00 000. 

23. The reasons for incurring excess expenditure under th~s Grant as att1ibute(:l by 
the r· ... iinistrv of Defence in their Explanatory Notes are- given as under: 

'Payrnen:s rnade fer cornn liabilities as vvell as initial payments for trie New Scneme 
contracted, more e:xpenaiture on custcm cuty: cmg:-ess of Arn:Jal r·liaintenar.ce 'vVcrk 
Plan: obligatory contractual pa:·ments tov,•ards ne·.v shpbuilding ccnt·ac:s and righer 
ou:go than anticipated towards miles:one c·ayments cf ongcin·; projects than antic'pa:ed; 
obUgarory :::on:ractual foreign payme.'lts through Letter of Credit (LC) as well as 
excnange rate variations. fas: p:-ogress of worr::s and liability of comp;et on of critical 
projects on time; pay.T-er1t eif comm tted l1acilities dJnng previous fina·mal year ir 
respect cf M/s Rosobcron Exr:;:xt Russia a.gains: tie machi1eries suoplied for the Fin 
Stabilized .A.rr:iour P e;ci':g Discard ng Sabot O::SN:JDS) Project, etc.· 

24. Details of the Major/ivlinor Heaas under v~1 hich e:w::cess of { 00 crore and above 
occurred under this Grant and reasons therefor are given belmv: 

SL No. Major/Minor Head Excess 
. Expenditure 
1 (~ in crore 

---'--
Major Head - 4076 

. Sub-ma· or Head -101 
i 1. Minor Head- 101 2240.86 

I 
Contributory 
Reasons 

• To cater for 
committed liabilities 
payments as well as 

• the init1al payment for 
Nevv Scheme 
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Sub-rna·or Head - 02- NAVY 
. 2. Minor Head - 103 

Minor Head- 204 1181842 

Due to more 
expendilure on 
custom duty !' 

exchange rate . 
variation and letter of 
credit. 
To cater to mee: j' 

obligatory· contra:::tual • 
payments tmvards 

I• new ship building · 
. contracts and hi·gher I 

outgo than ' 
antici.pated tmvards 

I rT:Uestone payments : 
. of ongoing I 
ship/submarine 
construction projects 

• 4. . ~v1inor Head - 205 I 324.6~ . 
I and refits. j 
. Due to more 

I expendrture on 
strategic 

j infrastru:::-t.ure projects I 
than am1c1pated. · 

, 5. Sub-Major-Head 03 -Air 
Force 

. 3938.81 Due to H"'1e 
requirement of funds / I rv1inor Head - 03 - Air Force for obligatory 
contractual fore'.gn 1 

Payments 
Letter of Credit (LC"1 . 

I as vi1ell as excha.ng~ I 
· rate variations and 
custom dutv. 

25. P..s regards the steps taken to avoid excess expenditure under this Grant, the 
r .. ·1inistry of Defence in their Explanatory Note have submitted as under: 

"Jr,structions already exist to formulate tre Budget Estimates en realistic oasis anc the 
need to constantly reviev.; the expend'.ture in o"der :o conform to :he aJocatk::r.s made 
and to ensure tnat there is neither any e:o:cess nor large scale savings o· .... ·er ~he 
sanctioned budgetar1 provisions. 
Ir order to avoid recurrence of any savings/excess. :.nstructicns have beer issJed from 
time to ti:r1e to all concerned, ecr.phasizing the need ;o monitor progress of expenditure, 
apart from prcjec1in~ demands on :actua, bas.is depending on the actual 
requirements/obligations To achieve th.s oojec:.lve. Service HQrs/Departrr.ems were 
also requested to issue necessary instructions to all budget controlling authorities •Jnder 
their lower formations to follov• the instr1Jctions issued ::m tre subject meticu.ously so as 
to a void any saving/excess m 
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Surrender of funds despite incurring excess expenditure 

26. I: has been obsen;ed that the Depan:ment of Revenue and Ministry of De~ence 
have surrendered the funds despite incurring excess expenditure during the year 2019-
20, under the Grantsl.Appropriaticns o.oe"'ated by them. Details in this regard are given 
below· 

(z i:--: cro re J 

SL No. ' No. and name of • Excess expend!ture Surrender of funds 
GranUAopropriation , incurred 

1. 31 - Department of Revenue I 31934.48 "1420.59 
(Re·11enue - Voted) 

2 20 - Capital outlay on Defence 701.31 · 0.01 
Serlices 
{Caoital - Voted} 
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PART-II 

Observations/Recommendations 

1. The Committee's examination of the four Appropriation Accounts of Union 

Government relating to Civil Sector, Defence Services 1 Postal Services and 

Railways for the Financial year 2019-20 reveals that a total excess expenditure of 

t 32637.78 crore was incurred in three sections of three Grants/Appropriations 

(as against~ 5204.57 crore during 2018-19). The Ministries at fault are the Ministry 

of Finance (Department of Revenue) and the Ministry of Defence .. The Committee 

are astonished to note that the bulk of excess expenditure was recorded under 

two Grants i.e. Grant No. 31- Department of Revenue (f 31934.48 crore) operated 

by Ministry of Finance (Department of Revenue) under Appropriation Accounts -

Civil and Grant No. 20 - Capital outlay on Defence Services ('t' 701.31 crore} 

operated by Ministry of Defence under Appropriation Accounts - Defence 

Services. The Committee find it to be a matter of concern that the excess 

expenditure incurred under Grant No.-31 of Department of Revenue had 

accounted for over 97 .85 percent of the total excess expenditure incurred during 

the year under review i.e. 2019-20. An analysis of the reasons as given by the 

Ministry of Finance (Department of Revenue} and Ministry of Defence for 

incurring excess expenditure during 2019-2.0 reveals that like in the past, lack of 

continuous watch over the flow of expenditure, lack of timely review of financial 

requirements and failure to properly anticipate the requirement of additional 

funds continue to be the main reasons for the excess expenditure. Attributing the 

same causes for the excesses persisting year after year is a pointer towards the 

fact that the matter has not been addressed 1uith due seriousness by the 

Ministries/Departments concerned, especially the Ministry of Defence, which has 

been incurring. a high amount of excess expenditure recurringly for the last ten 

years (except 2015-16) in respect of various Grants/Appropriations operated by 

them. Though the Committee have been repeatedly pointing out in their Reports 

that the system of estimation of and control over expenditure is faulty, yet year 

after year, Parli(,lment is being presented with a 'fait accompli' of unremitting 

phenomenon of excess expenditure. Viewing this fact with grave concern, the 
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Committee urge the Ministry of Finance (Department of Economic Affairs) to 

devise suitable and foolproof mechanism for tightening the control over the 

exchequer and to deal sternly with such cases where any slackness in following 

the prescribed financial Rules is noticed. The Committee, nevertheless are 

pleased to note that the Department of Posts (during the years 2017-18 to 2019-
20) and Ministry of Railways (during the years 2017-18 and 2019-20) had not 

incurred excess expenditure under the GrantslAppropriations operated. The 

Committee feel that when the Department of Posts and Ministry of Railways 

which have a large netw'ork throughout the country could manage their Grants in 

an effective way to altogether eHminate incurring excess expenditure for atleast 

tvi10 or three years, the other Ministries /Departments too could manage in equal 

measure. The Committee would, therefore, emphasize that all other 

Ministries/Departments should also follow the trend set by the Department of 

Posts as well as the Ministry of Railways for revamping their existing budgetary 

mechanism and financial control in consultation 'Nith the Ministry of Finance 

(Department of Economic Affairs) and Controller General of Accounts in the 

Ministry of Finance (Department of Expenditure) to altogether eliminate excess 

expenditure or ensuring containing excessive expenditure to the barest minimum 

under the Grants/Appropriations operated by them. 

2. The Committee further observe that in pursuance of their 

recommendations made in the past, National Institute of Financial Management 

(NIFM) have undertaken a study of the excess expenditure incurred by various 

Ministries/Departments during the period from 2000-2001 to 2017-18. and 

submitted their Report containing 12 recommendations, targeting different 

sectors of financial control. The recommendations as contained in NlFM Report 

are at various stages of implementation by the Ministry of Finance (Department of 

Economic Affairs) as well as the other Ministries/Departments. Considering the 

unabated trend of incurring excess expenditure, the Committee emphasize that in 

pursuance of the NIFM recommendations, necessary steps may be taken by the 

Mimstry of Finance (Department of Economic Affairs} to implement the same at 

the earliest so that tendency of incurring high amount of excess expenditure year 
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after year is curbed. Necessary guidelines need to be framed and instructions 

issued in this regard to all the Ministries/Departments. The Committee would 

desire to be apprised of the specific measures initiated in this connection. 

3. The Committee note with concern that during the Financial Year 2019-20, 

excess expenditure was incurred in respect of all the three Grants/Appropriations 

even after obtaining high amounts of Supplementary Grants by the 

Ministries!Departments concerned to meet their additional requirements. The 

percentage of excess expenditure over the Supplementary Grants in respect of 

these cases ranged from 10.04 percent (Grant No-20-Capita! Outlay on Defence 

Services t:capital-Charged) to 79.77 percent [Grant No.31 - Department of 

Revenue (Revenue-Voted)}. From the scrutiny of Grant-wise position of obtaining 

Supplementary Grants and excess expenditure incurred thereafter, the 

Committee notice that the Supplementary Grant to the tune of 't 3.34 crore was 

allocated for Grant No-21 operated by the Ministry of Defence in the Ci'l.ril Sector 

but this amount was short by ~ 2.00 crore. In case of Grant No. 31 operated by 

Ministry of Finance (Department of Revenue) under Civil Sector, though 

Supplementary Grant of t 40030.77 crore was obtained 1 yet an excess 

expenditure of 't 31934.48 crore was incurred. Simiiarlj.', the only excess 

registering Grant pertaining to Defence services i.e. Grant No-20-Capitai Outlay 

on Defence Services obtained a Supplementary Grant of 't 6988.46 crore. Despite 

the grant, the actual expenditure exceeded the budgetary provision by ~ 701.31 

crore. The trend of incurring excess expenditure even after obtaining 

Supplementary Grants persists year after year despite the recourse to obtaining 

Supplementary Grants on three occasions. The Committee are astonished to note 

that budget provisions are still not made with requisite precision even at the 

Supplementary Grants stage. This is despite the recommendations of PAC and 

i.nstructions issued by the Ministry of Finance {Department of Economic Affairs) 

in this regard as follow up. From the Action Taken Note on Para 1 of 24th Report 

of PAC (17th Lok Sabha), the Committee find that the Ministry of Finance 

(Department of Economic Affairs) did not agree with the recommendation of NIFM 

regarding restricting the number of Supplementary Grants in a year, as, 
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according to them, this will restrict expenditure on New Services/Nevi.' 

Instruments of Services. In their Action Taken Report thereon [50th Report (17111 

Lok Sabha}] while observing that Ministry of Finance are unable to check this 

recurring phenomenon of incurring excess expenditure even after obtaining 

Supplementary Grants, the Committee opined that if Ministries/Departments work 

with prudence, expenditure on New Services/New Instruments of Services can be 

planned and included in the Budgetary/ Supplementary Grants provisions and the 

need for three Supplementary Grants in a )rear can be avoided. The Committee, 

therefore, emphasized that the recommendation made by NIFM in this regard 

should be taken in right spirit and '11.iith due seriousness and necessary 

arrangements made in this direction by Ministry of Finance (Department of 

Economic Affairs) in consultation with C&AG and Controller General of Accounts. 

While reiterating this recommendation, the Committee would like to be apprised 

of the Action Taken by the Ministry of Finance in this regard and desire that the 

Ministry should formulate an effective mechanism to be followed by all the 

Ministries/Departments to tighten their financial control so as to avoid incurring 

excess expenditure in cases where Supplementary Grant has been obtained. 

Strict instructions be given to the Budget Controlling Authorities of the defaulting 

Ministries/Departments to scrupulously adhere to this principle. 

4. The Committee find that in contravention of Article 114 (3) of the 

Constitution and General Financial Rule (GFR) 52(3), the incurrence of excess 

expenditure has been a recurring phenomenon in the past. The scrutiny of excess 

expenditure incurred by various Ministries/Departments during the last ten years 

revealed that in Civil sector, the excess expenditure which was reduced to a 

considerable extent i.e. from~ 92461.31 crore in 2017-18 to~ 0.22 crore in 2018-19 

escalated to~ 31934.48 crore during the Year under review i.e. 2019-20. Further, in 

regard to the trend of excess expenditure incurred under the 

Grants/Appropriation operated by Ministry of Defence during the last four years, 

the Committee observe that recurring excess expenditure under Grant No. 21-

Capital outlay on Defence Services had incurred during the years, 2016-17 to 

2019-20. The excess expenditure which was ~ 104.55 crore under this Grant 
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during the year 2016-17, witnessed a sudden increase to the tune of~ 3552.72 

crore during 2017-18. Though, it was reduced to ~ 1257 .29 in 2018-19 

nevertheless, the amount has been in excess of ~ 1000 crore. Now, during the 

year under review, the amount of excess expenditure under this Grant has been 

reduced to ~ 701.31 crore, which is not very low. Thus, the scrutiny of excess 

expenditure incurred during the last ten years is indicative of the fact that sincere 

and effective measures remain to be taken by the Ministries/Departments 

concerned to make their budgetary mechanism strong enough to avoid excess 

expenditure under the Grants/Appropriations operated by them. The Committee 

would also like to be kept informed of the measures taken by each 

Ministry/Department to implement the recommendations of NffM with a viei,v to 

tightening their financial control and avoid recurring excess expenditure in 

future. 

5. As brought out in the preceding paragraphs, during the financial year 2019-

20, the Ministry of Finance (Department of Revenue) incurred an excess 

expenditure of { 31934.48 crore under Revenue-Voted section of Grant No-31 -

Department of Revenue. Excess expenditure under Revenue- Voted section of 

this Grant incurred even though Supplementary Grant of { 40030.77 crore was 

obtained. According to the Ministry of Finance (Department of Revenue}, as per 

GST (Compensation to States) Act, 2017, the provisional GST compensation is 

being released on bi-monthly basis to the States/UTs. The quantum of GST 

compensation required is based upon collection trends of SGSTJIGST and the 

subsumed tax collection by StateslUTs. Therefore, it is difficult to assess the 

actual budget requirement, as the same is dependent upon variable data received 

from States on a bi-monthly basis. The Committee further observe that the 

Department of Revenue took only one Supplementary Grant of 't' 40030.77 crore in 

March, 2020 i.e. at the fag end of the financial year. The Committee are perturbed 

to note that the reply of the Ministry is silent on the reasons for not assessing 

their actual requirement of funds on a continuous basis in the financial year and 

also at the stage of seeking Supplementary Grant. The Committee are of the v.iew 

that had a precise assessment of funds required to cover the impending excess 
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expenditure been made and adequate supplementary provisions sought from 

Parliament in the first tiNo occasi.ons, the excess expenditure under this Grant 

could very well have been avoided. Unfortunately, the Supplementary Grant Le. 

Rs.40030.77 crore finally obtained could not meet the additional requirement 

under this Grant thereby leaving the balance amount for regularization by 

Parliament Barring unforeseen circumstances, it is not expected of any Ministry 

to cross their financial limits even after having huge amounts of Supplementary 

Provisions as has happened in this case. The Committee are again astonished to 

note that the Ministry of Finance (Department of Revenue) also surrendered ~ 

1420.59 crore under this Grant. While taking a serious view of the apparently 

casual attitude of the Ministry of Finance (Department of Revenue} in operating 

this Grant, the Committee desire that the reasons for failure in making realistic 

assessment of funds requirement be analysed so as to enable in taking timely 

action for ensuring adequate provision of funds under this Grant and monitor the 

progress of expenditure and smooth flow of expenditure within the provisions 

sanctioned by Parliament in future. As regards the action taken to avoid excesses 

under this Grant, the Ministry in their Explanatory Note, have submitted that 

apportionment of entire unsettled IGST beween Centre and StatesfUTs in the 

ratio of 50:50 at the end of each financial year will ensure non-occurrence of such 

expenditure in future. While taking note of the assurance given by the Ministry to 

prevent such excesses in future, the Committee express hope that the Ministry 

would surely be able to overcome this situation of incurring excess expenditure 

in future. 

6. During the financial year 2019-20, the Ministry of Defence incurred an 

excess expenditure oft 701.31 crore under Capital-Voted section of Grant No. 20-

Capital outlay on Defence services. The excess of t 701.31 crore was the net 

effect of total excesses of'{ 1502.08 crore and total savings oft 800.76 crore. The 

Committee are constrained to observe that the excess expenditure under Capital 

Voted section of this Grant was incurred even after obtaining Supplementary 

Grant of'{ 6988.46 crore. The Committee feel that operation of this Grant is not 

being done conducively. The contributory reasons as submitted by the Ministry 
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of Defence for this excess expenditure are Payments made for committed 

liabilities as well as initia' payments for the New Scheme contracted; more 

expenditure on custom duty; Progress of Annual Maintenance. Work plan; 

obligatory contractual Payments towards new ship-building contracts and higher 

outgo than anticipated towards milestone Payments of ongoing projects than 

anticipated; Obligatory contractual foreign Payments through letter of Credit (LC) 

as well as exchange rate variations; fast progress of works and liability of 

completion of critical projects on time etc. The Committee are not convinced with 

the reasons attributed by the Ministry of Defence for incurring excess 

expenditure under this Grant as these do not fall under the category of 

'unforeseen· or 'unanticipated expenditure' which cannot be predicted at the time 

of either approaching for BE.fRE stage or at the time of seeking Supplementary 

Grants. As the Supplementary Grant obtained by the Ministry of Defence under 

this Grant is too high, the Committee feel that there is some inherent defect in the 

operation of this Grant because the Ministry could not assess their actual 

requirement of funds even at the stage of Supplementary Grant year after year. 

The Committee are therefore, inclined to conclude that adequate attention has not 

been paid by the Ministry of Defence to streamline and strengthen the extant 

mechanism for operation of this Grant so as to tighten the budgetary control to 

effectively check the trend of incurring excess expenditure under this Grant. 

7. The Committee are perturbed to note that the Ministry of Defence 

recurringly incurred excess expenditure under this Grant during the last four 

years i.e. ~ 104.55 crore in 2016-17, ~ 3552.72 crore in 2017-18, ~ 1257.29 crore 

during 201 B-19 and ~ 701.31 crore dur1ng 2019-20. Having noticed the recurring 

phenomenon of excess expenditure by the Ministry of Defence under this Grant, 

the Committee, in Para 8 of 24th Report (17th Lok Sabha) had recommended the 

Ministry to overhaul their budgeting mechanism and evo1ve an effective means to 

bring continual and progressive improvement in operation of their Grants in 

future. ln their ATN on this recommendation, the Ministry of Defence apprised the 

Committee that they had decided to create a separate instance/Parallel Chapter in 

PFMS in consultation with Controller General of Accounts and in this regard an 
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evolutionary mode of Softv1are Development and simultaneous processing of 

activities is being carried out with a view to expedite the project The Committee 

would like to be apprised as to whether the parallel chapter has since been 

created in the PFMS and outcome thereof. 

As regards the steps taken to avoid recurrence of excess expenditure 

under this Grant, the Committee note that the Ministry of Defence have issued 

routine instructions, as in the previous years, which have not produced the 

desired results. Thus, the Committee feel that the routine instructions issued in 

the past have had hardly any effect in improving th~ budgetar~f procedures and 

financial control under this Grant and the fresh instructions issued may also meet 

the same fate unless earnest measures are taken to ensure effective 

implementation of the instructions issued. The Committee therefore, urge 

Ministry of Defence to examine critically the specific steps taken towards 

effective implementation of the instructions and identify additional measures to 

contain/curtail the recurring phenomenon of excess expenditure under this Grant. 

8. The Committee observe that the Ministry of Finance (Department of 

Revenue) under Revenue-Voted Section of Grant No - 31 and Ministry of Defence 

uncier CapitalNoted Section of Grant No. 20 have surrendered the funds during 

the financial year 2019-20 despite having incurred excess expenditure under 

these Grants. In case of Grant No.:.... 31 - Department of Revenue the Ministry of 

Finance (Department of Revenue) while incurring an excess expenditure of ~ 

31934.48 crore also surrendered Rs.1420.69 crore. Further, in Grant No.20 -

Capital outlay on Defence Services, the Ministry of Defence surrendered 't 0.01 

crore and incurred excess expenditure of { 701.31 crore. The Committee are also 

perturbed to note that in both the cases, huge amounts '..Vere also obtained as 

supplementary grants. This clearly indicates that both the Ministries have 

completely failed in assessing their actual requirement of funds under these 

Grants. To their utter dismay, the Committee find that surrendering of funds, 

despite incurring excess expenditure, under the Grant No. 20 - Capital ouUay on 

Defence Services has been a recurring feature since the financial Year 2017-18. 

On earlier two occasions, the Committee had emphasized upon the Ministry of 
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Defence to devise suitable and effective measures with a view to removing 

inherent defects in the existing system. However, no improvement has been 

made in this direction. Since surrendering of funds despite having 

Supplementary Grant and incurring excess expenditure is a clear indication O·f 

poor budgeting and is also indicative of failure on the part of Budget Controlling 

Authoritiest the Committee once again urge the Ministries/Departments 

concerned to revamp their prevailing expenditure review mechanism so that 

surrendering of funds could be avoided in future. 

9. Subject to the observations/recommendations made in the preceding 

paragraphs, the Committee recommend that the expenditure referred to in para 12 

of Part-I of this Report be regularized in the manner prescribed in Article 115 (1 ·~ 

(b) vf the Constitution of India. 
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APPENDIX II 

STATEMENT OF OBSERVATIONS AND RECOMMENDATIONS 

SI. Para 
No. No. 

(Part II) 
1 1 

Ministry/Department 
concerned 

Finance (Economic 
Affairs and Revenue) 

and Defence 

Observations/Recommendations 

The Committee's examination of the four 
Appropriation Accounts of Union 
Government relating to Civil Sector, 
Defence Services, Postal Services and 
Railways for the Financial year 2019-20 
reveals that a total excess expenditure of 
~ 32637.78 crore was incurred in three 
sections of three Grants/Appropriations 
(as against ~ 5204.57 crore during 2018-
19). The Ministries at fault are the Ministry 
of Finance (Department of Revenue) and 
the Ministry of Defence. The Committee 
are astonished to note that the bulk of 
excess expenditure was recorded under 
two Grants i.e. Grant No. 31- Department 
of Revenue(~ 31934.48 crore) operated by 
Ministry of Finance (Department of 
Revenue) under Appropriation Accounts -
Civil and Grant No. 20 - Capital outlay on 
Defence Services (~ 701.31 crore) 
operated by Ministry of Defence under 
Appropriation Accounts - Defence 
Services. The Committee find it to be a 
matter of concern that the excess 
expenditure incurred under Grant No.-31 
of Department of Revenue had accounted 
for over 97 .85 percent of the total excess 
expenditure incurred during the year 
under review i.e. 2019-20. An analysis of 
the reasons as given by the Ministry of 
Finance (Department of Revenue) and 
Ministry of Defence for incurring excess 
expenditure during 2019-20 reveals that 
like in the past, lack of continuous watch 
over the flow of expenditure, lack of 
timely review of financial requirements 
and failure to properly anticipate the 
requirement of additional funds continue 
to be the main reasons for the excess 
expenditure. Attributing the same causes 



for the excesses persisting year after year 
is a pointer towards the fact that the 
matter has not been addressed with due 
seriousness by the 
Ministries/Departments concerned, 
especially the Ministry of Defence, which 
has been incurring a high amount of 
excess expenditure recurringly for the last 
ten years (except 2015-16) in respect of 
various Grants/Appropriations operated 
by them. Though the Committee have 
been repeatedly pointing out in their 
Reports that the system of estimation of 
and control over expenditure is faulty, yet 
year after year, Parliament is being 
presented with a 'fait accompli' of 
unremitting phenomenon of excess 
expenditure. Viewing this fact with grave 
concern, the Committee urge the Ministry 
of Finance (Department of Economic 
Affairs) to devise suitable and foolproof 
mechanism for tightening the control over 
the exchequer and to deal sternly with 
such cases where any slackness in 
following the prescribed financial Rules is 
noticed. The Committee, nevertheless are 
pleased to note that the Department of 
Posts (during the years 2017-18 to 2019-
20) and Ministry of Railways (during the 
years 2017-18 and 2019-20) had not 
incurred excess expenditure under the 
Grants/Appropriations operated. The 
Committee feel that when the Department 
of Posts and Ministry of Railways which 
have a large network throughout the 
country could manage their Grants in an 
effective way to altogether eliminate 
incurring excess expenditure for atleast 
two or three years, the other Ministries 
/Departments too could manage in equal 
measure. The Committee would, 
therefore, emphasize that all other 
Ministries/Departments should also follow 
the trend set by the Department of Posts 
as well as the Ministry of Railways for 
rev,amping their existing budgetary 



2. 2 

3. 3 

Finance (Economic 
Affairs and Revenue) 

and Defence 

Finance (Economic 
Affairs and Revenue) 

and Defence 

mechanism and financial control in 
consultation with the Ministry of Finance 
(Department of Economic Affairs} and 
Controller General of Accounts in the 
Ministry of Finance (Department of 
Expenditure) to altogether eliminate 
excess expenditure or ensuring 
containing excessive expenditure to the 
barest minimum under the 
Grants/Appropriations operated by them. 
The Committee further observe that in 
pursuance of their recommendations 
made in the past, National Institute of 
Financial Management (NIFM) have 
undertaken a study of the excess 
expenditure incurred by various 
Ministries/Departments during the period 
from 2000-2001 to 2017-18 and submitted 
their Report containing 12 
recommendations, targeting different 
sectors of financial control. The 
recommendations as contained in NIFM 
Report are at various stages of 
implementation by the Ministry of Finance 
(Department of Economic Affairs) as well 
as the other Ministries/Departments. 
Considering the unabated trend of 
incurring excess expenditure, the 
Committee emphasize that in pursuance 
of the NIFM recommendations, necessary 
steps may be taken by the Ministry of 
Finance (Department of Economic Affairs) 
to implement the same at the earliest so 
that tendency of incurring high amount of 
excess expenditure year after year is 
curbed. Necessary guidelines need to be 
framed and instructions issued in this 
regard to all the Ministries/Departments. 
The Committee would desire to be 
apprised of the specific measures 
initiated in this connection. 
The Committee note with concern that 
during the Financial Year 2019-20, excess 
expenditure was incurred in respect of all 
the three Grants/Appropriations even after 
obtaining high amounts of Supplement~ry 



Grants by the Ministries/Departments 
concerned to meet their additional 
requirements. The percentage of excess 
expenditure over the Supplementary 
Grants in respect of these cases ranged 
from 10.04 percent (Grant No-20-Capital 
Outlay on Defence Services (Capital-
Charged) to 79.77 percent [Grant No.31 -
Department of Revenue (Revenue-Voted)]. 
From the scrutiny of Grant-wise position 
of obtaining Supplementary Grants and 
excess expenditure incurred thereafter, 
the Committee notice that the 
Supplementary Grant to the tune of~ 3.34 
crore was allocated for Grant No-21 
operated by the Ministry of Defence in the 
Civil Sector but this amount was short by 
~ 2.00 crore. In case of Grant No. 31 
operated by Ministry of Finance 
(Department of Revenue) under Civil 
Sector, though Supplementary Grant of ~ 
40030.77 crore was obtained, yet an 
excess expenditure of ~ 31934.48 crore 
was incurred. Similarly, the only excess 
registering Grant pertaining to Defence 
services i.e. Grant No-20-Capital Outlay 
on Defence Services obtained a 
Supplementary Grant of ~ 6988.46 crore. 
Despite the grant, the actual expenditure 
exceeded the budgetary provision by ~ 
701.31 crore. The trend of incurring 
excess expenditure even after obtaining 
Supplementary Grants persists year after 
year despite the recourse to obtaining 
Supplementary Grants on three 
occasions. The Committee are astonished 
to note that budget provisions are still not 
made with requisite precision even at the 
Supplementary Grants stage. This is 
despite the recommendations of PAC and 
instructions issued by the Ministry of 
Finance (Department of Economic Affairs) 
in this regard as follow up. From the 
Action Taken Note on Para 1 of 24th 
Report of PAC (17th Lok Sabha), the 
Committee find that the Ministry of 



4. 4 Finance (Economic 
Affairs) and Defence 

Finance (Department of Economic Affairs) 
did not agree with the recommendation of 
NIFM regarding restricting the number of 
Supplementary Grants in a year, as, 
according to them, this will restrict 
expenditure on New Services/New 
Instruments of Services. In their Action 
Taken Report thereon [50th Report (17th 
Lok Sabha)] while observing that Ministry 
of Finance are unable to check this 
recurring phenomenon of incurring 
excess expenditure even after obtaining 
Supplementary Grants, the Committee 
opined that if Ministries/Departments 
work with prudence, expenditure on New 
Services/New Instruments of Services can 
be planned and included in the Budgetary/ 
Supplementary Grants provisions and the 
need for three Supplementary Grants in a 
year can be avoided. The Committee, 
therefore, emphasized that the 
recommendation made by NIFM in this 
regard should be taken in right spirit and 
with due seriousness and necessary 
arrangements made in this direction by 
Ministry of Finance (Department of 
Economic Affairs) in consultation with 
C&AG and Controller General of 
Accounts. While reiterating this 
recommendation, the Committee would 
like to be apprised of the Action Taken by 
the Ministry of Finance in this regard and 
desire that the Ministry should formulate 
an effective mechanism to be followed by 
all the Ministries/Departments to tighten 
their financial control so as to avoid 
incurring excess expenditure in cases 
where Supplementary Grant has been 
obtained. Strict instructions be given to 
the Budget Controlling Authorities of the 
defaulting Ministries/Departments to 
scrupulously adhere to this principle. 
The Committee find that in contravention 
of Article 114 (3) of the Constitution and 
General Financial Rule (GFR) 52(3), the 
incurrence of excess expenditure has 



5. 5 Finance (Revenue) 

been a recurring phenomenon in the past. 
The scrutiny of excess expenditure 
incurred by various 
Ministries/Departments during the last ten 
years revealed that in Civil sector, the 
excess expenditure which was reduced to 
a considerable extent i.e. from { 92461.31 
crore in 2017-18 to { 0.22 crore in 2018-19 
escalated to { 31934.48 crore during the 
Year under review i.e. 2019-20. Further, in 
regard to the trend of excess expenditure 
incurred under the Grants/Appropriation 
operated by Ministry of Defence during 
the last four years, the Committee 
observe that recurring excess expenditure 
under Grant No. 21- Capital outlay on 
Defence Services had incurred during the 
years, 2016-17 to 2019-20. The excess 
expenditure which was { 104.55 crore 
under this Grant during the year 2016-17, 
witnessed a sudden increase to the tune 
of { 3552.72 crore during 2017-18. 
Though, it was reduced to { 1257.29 in 
2018-19 nevertheless, the amount has 
been in excess of { 1000 crore. Now, 
during the year under review, the amount 
of excess expenditure under this Grant 
has been reduced to { 701.31 crore, which 
is not very low. Thus, the scrutiny of 
excess expenditure incurred during the 
last ten years is indicative of the fact that 
sincere and effective measures remain to 
be taken by the Ministries/Departments 
concerned to make their budgetary 
mechanism strong enough to avoid 
excess expenditure under the 
Grants/Appropriations operated by them. 
The Committee would also like to be kept 
informed of the measures taken by each 
Ministry/Department to implement the 
recommendations of NIFM with a view to 
tightening their financial control and 
avoid recurring excess expenditure in 
future. 
As brought out in the preceding 
paragraphs, during the -financial year 



2019-20, the Ministry of Finance 
(Department of Revenue) incurred an 
excess expenditure of ~ 31934.48 crore 
under Revenue-Voted section of Grant 
No-31 - Department of Revenue. Excess 
expenditure under Revenue- Voted 
section of this Grant incurred even 
though Supplementary Grant of ~ 
40030.77 crore was obtained. According 
to the Ministry of Finance (Department of 
Revenue), as per GST (Compensation to 
States) Act, 2017, the provisional GST 
compensation is being released on bi-
monthly basis to the States/UTs. The 
quantum of GST compensation required 
is based upon collection trends of 
SGST/IGST and the subsumed tax 
collection by States/UTs. Therefore, it is 
difficult to assess the actual budget 
requirement, as the same is dependent 
upon variable data received from States 
on a bi-monthly basis. The Committee 
further observe that the Department of 
Revenue took only one Supplementary 
Grant of ~ 40030.77 crore in March, 2020 
i.e. at the fag end of the financial year. The 
Committee are perturbed to note that the 
reply of the Ministry is silent on the 
reasons for not assessing their actual 
requirement of funds on a continuous 
basis in the financial year and also at the 
stage of seeking Supplementary Grant. 
The Committee are of the view that had a 
precise assessment of funds required to 
cover the impending excess expenditure 
been made and adequate supplementary 
provisions sought from Parliament in the 
first two occasions, the excess 
expenditure under this Grant could very 
well have been avoided. Unfortunately, 
the Supplementary Grant i.e. Rs.40030.77 
crore finally obtained could not meet the 
additional requirement under this Grant 
thereby leaving the balance amount for 
regularization by Parliament. Barring 
unforeseen circumstances, it is not 



6. 6 Defence 

r- \.,\ 0 ,-

expected of any Ministry to cross their 
financial limits even after having huge 
amounts of Supplementary Provisions as 
has happened in this case. The 
Committee are again astonished to note 
that the Ministry of Finance (Department 
of Revenue) also surrendered t 1420.59 
crore under this Grant. While taking a 
serious view of the apparently casual 
attitude of the Ministry of Finance 
(Department of Revenue) in operating this 
Grant, the Committee desire that the 
reasons for failure in making realistic 
assessment of funds requirement be 
analysed so as to enable in taking timely 
action for ensuring adequate provision of 
funds under this Grant and monitor the 
progress of expenditure and smooth flow 
of expenditure within the provisions 
sanctioned by Parliament in future. As 
regards the action taken to avoid 
excesses under this Grant, the Ministry in 
their Explanatory Note, have submitted 
that apportionment of entire unsettled 
IGST between Centre and States/UTs in 
the ratio of 50:50 at the end of each 
financial year will ensure non-occurrence 
of such expenditure in future. While 
taking note of the assurance given by the 
Ministry to prevent such excesses in 
future, the Committee express hope that 
the Ministry would surely be able to 
overcome this situation of incurring 
excess expenditure in future. 
During the financial year 2019-20, the 
Ministry of Defence incurred an excess 
expenditure of t 701.31 crore under 
Capital-Voted section of Grant No. 20-
Capital outlay on Defence services. The 
excess oft 701.31 crore was the net effect 
of total excesses of t 1502.08 crore and 
total savings of t 800.76 crore. The 
Committee are constrained to observe 
that the excess expenditure under Capital 
Voted section of this Grant was incurred 
even after obtaining Supplementary. Grant 



7. 7 Defence 

of ~ 6988.46 crore. The Committee feel 
that operation of this Grant is not being 
done conducively. The contributory 
reasons as submitted by the Ministry of 
Defence for this excess expenditure are 
Payments made for committed liabilities 
as well as initial payments for the New 
Scheme contracted; more expenditure on 
custom duty; Progress of Annual 
Maintenance Work plan; obligatory 
contractual Payments towards new ship-
building contracts and higher outgo than 
anticipated towards milestone Payments 
of ongoing projects than anticipated; 
Obligatory contractual foreign Payments 
through letter of Credit (LC) as well as 
exchange rate variations; fast progress of 
works and liability of completion of 
critical projects on time etc. The 
Committee are not convinced with the 
reasons attributed by the Ministry of 
Defence for incurring excess expenditure 
under this Grant as these do not fall under 
the category of 'unforeseen' or 
'unanticipated expenditure' which cannot 
be predicted at the time of ·either 
approaching for BE/RE stage or at the 
time of seeking Supplementary Grants. As 
the Supplementary Grant obtained by the 
Ministry of Defence under this Grant is 
too high, the Committee feel that there is 
some inherent defect in the operation of 
this Grant because the Ministry could not 
assess their actual requirement of funds 
even at the stage of Supplementary Grant 
year after year. The Committee are 
therefore, inclined to conclude that 
adequate attention has not been paid by 
the Ministry of Defence to streamline and 
strengthen the extant mechanism for 
operation of this Grant so as to tighten 
the budgetary control to effectively check 
the trend of incurring excess expenditure 
under this Grant. 
The Committee are perturbed to note that 
the Ministry of, Defence recurringly 



incurred excess expenditure under this 
Grant during the last four years i.e. ~ 
104.55 crore in 2016-17, ~ 3552.72 crore in 
2017-18, ~ 1257.29 crore during 2018-19 
and~ 701.31 crore during 2019-20. Having 
noticed the recurring phenomenon of 
excess expenditure by the Ministry of 
Defence under this Grant, the Committee, 
in Para 8 of 24th Report (17th Lok Sabha) 
had recommended the Ministry to 
overhaul their budgeting mechanism and 
evolve an effective means to bring 
continual and progressive improvement in 
operation of their Grants in future. In their 
ATN on this recommendation, the Ministry 
of Defence apprised the Committee that 
they had decided to create a separate 
instance/Parallel Chapter in PFMS in 
consultation with Controller General of 
Accounts and in this regard an 
evolutionary mode of Software 
Development and simultaneous 
processing of activities is being carried 
out with a view to expedite the project. 
The Committee would like to be apprised 
as to whether the parallel chapter has 
since been created in the PFMS and 
outcome thereof. 

As regards the steps taken to avoid 
recurrence of excess expenditure under 
this Grant, the Committee note that the 
Ministry of Defence have issued routine 
instructions, as in the previous years, 
which have not produced the desired 
results. Thus, the Committee feel that the 
routine instructions issued in the past 
have had hardly any effect in improving 
the budgetary procedures and financial 
control under this Grant and the fresh 
instructions issued may also meet the 
same fate unless earnest measures are 
taken to ensure effective implementation 
of the instructions issued. The Committee 
therefore, urge Ministry of Defence to 
examine critically the specific steps taken 

· towards effective implementation of the 
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instructions and identify additional 
measures to contain/curtail the recurring 
phenomenon of excess expenditure under 
this Grant. 
The Committee observe that the Ministry 
of Finance (Department of Revenue) 
under Revenue-Voted Section of Grant No 
- 31 and Ministry of Defence under 
Capital-Voted Section of Grant No. 20 
have surrendered the funds during the 
financial year 2019-20 despite having 
incurred excess expenditure under these 
Grants. In case of Grant No.- 31 -
Department of Revenue the Ministry of 
Finance (Department of Revenue) while 
incurring an excess expenditure of ~ 

31934.48 crore also surrendered 
Rs.1420.69 crore. Further, in Grant No.20 
- Capital outlay on Defence Services, the 
Ministry of Defence surrendered ~ 0.01 
crore and incurred excess expenditure of 
~ 701.31 crore. The Committee are also 
perturbed to note that in both the cases, 
huge amounts were also obtained as 
supplementary grants. This clearly 
indicates that both the Ministries have 
completely failed in assessing their actual 
requirement of funds under these Grants. 
To their utter dismay, the Committee find 
that surrendering of funds, despite 
incurring excess expenditure, under the 
Grant No. 20 - Capital outlay on Defence 
Services has been a recurring feature 
since the financial Year 2017-18. On 
earlier two occasions, the Committee had 
emphasized upon the Ministry of Defence 
to devise suitable and effective measures 
with a view to removing inherent defects 
in the existing system. However, no 
improvement has been made in this 
direction. Since surrendering of funds 
despite having Supplementary Grant and 
incurring excess expenditure is a clear 
indication of poor budgeting and is also 
indicative of failure on the part of Budget 
Controlling· Authorities, the Committee 



once again urge the 
Ministries/Departments concerned to 
revamp their prevailing expenditure 
review mechanism so that surrendering of 
funds could be avoided in future. 

9. 9 Finance (Economic Subject to the 
Affairs and Revenue) observations/recommendations made in 
and Defence the preceding paragraphs, the Committee 

recommend that the expenditure referred 
to in para 12 of Part-I of this Report be 
regularized in the manner prescribed in 
Article 115 (1) (b) of the Constitution of 
India. 
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