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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 29"
November, 2021 whereas, Appropriation Accounts relating to Railways were laid on
the Table of the House on 11" 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 3" August, 2022. Minutes of the sitting are given at
Appendix-l.

4. For facilty of reference and convenience, the Observations and
Recommendations of the Committee have been printed in bold and form Part- 1 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; ADHIR RANJAN CHOWDHURY

August, 2022 Chairperson,
Sravana, 1944 (Saka) Public Accounts Committee



REPORT
PART-
A. INTRODUCTCRY

{a) Annual Appropriation Accounts of the Union Government

Appropriation Accounts are annual statements detailing Grant/Appropriation-wise
sums spent by the Government in a financial year vis-a-vis the sums specified in the
schedule appended to the Appropniation Acts passed under Articles 114 and 115 of the
Censtitution of India. Such accounis also incicate unspent provisicns/excess
expenditure under each Voted Grant and Charged Appropriation as a whale during that
financial year.

2. Presently, four Appropriation Accounis are presented to Parliament viz. Civil,
Defence Services, Postal Services and Railways. The Appropriation Accounts in
respect of Grants/&ppropriations covered under the Civil Sector are prepared by the
Controiler General of Accounts [CGA) in the Ministry of Finance. The Mon-Civil
Ministries/Depariments like Defence, Posts and Ralways prepare ther own annual
Appropriation Accounts. These Appropriation Accounts are audited and cedified by the
Comptroller and Auditor General (C&AG) of India whe also submils separate Audit
Reparts therecn to the President whe in turn, causes them to be iaid befere each
House of Parliament in terms of Article 157 of the Constitution of India.

3. After their presentation to Parliament, these arnue! Appropriation Accounis and
Audit Reporis thereon stand referred to the Public Accounts Commitiee for examination
under the provisicns of Rule 3087 of Rules of Procedure and Conduct of Business in
Lok Sabha.

4. in scrutinizing the Apprepriation Accounts of the Government of Indiz and the
Reparts of the Comptroller and Auditor General of indiza therecn, it is the duty of the
Committee to satisfy themselves: -

1a) that the meneys shown in the accounts as having been disbursed were
tegally available for, and applicable tc, the service or purpose tc which
they have been appliec or charged;

iby  that the expenditure conferms to the authority which governs it and

{cl that every re-gppropriation has been made in accordance with the
provisions made n this tehai under Rules framed by the competent
authority.

5. if any money has been spent on any service during a financial year in excess of
the amount granted by Parliament for that purpese, 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,

in 2 Demand for Cranis, grovision for woisd segendiurg s salled & Grand and for chargad expendilues s caled an Agovooriation

Ths Rule defires the furctions of tra Pubic Szzounts Cormties




A

{b) Rules/Provisions for conirolling excess expenditure

i~

a. The following Constitutiocnal Provisions and Rules are laid down for control of
excess expenditure by the Government:

1 Article 114 (3} of the Constituticn provides that subject to the provisions of
Articies 115 and 116, nc morey shall be withdrawn from the Consclidated
Fund of India (CFi) except under apprepriations made oy law passed in
accordance with the provisions of this Article.

{ii Furtner, Rule 52 {3) of the General Financial Rules (GFR), 2005 stipulates
that no disbursements be made which might have the effect of exceeding
the total Grant or Appropriation autherised by Parliament for a financial
year except afler oblaining a Supplementary Grant or an advance from the
Contingency Fund.

Articte 115{1) (b} of the Constitution stipulates thatl if any morey had been
spent cn any service during a financial year in excess of the amount
granted for that service and for that year, the Prasident should cause {c be
presented to the House of People a demand for such excess.

fiv)  indian Railway Financial Code, YWolume-l aiso addresses the issus cof
excessas over Grants in sg¢ far as Railway finances ars concerned.
According fo paragraph 371 of this code, the Railway administration shall
be responsible to ensure that no expenditure is incurrad in excess of the
Budget allctments made to them. Similar provisions aiso exist under
paragraphs 782 and 733 of Postal Manual “olume I {Fourth Revised
Edition) which, infer-alia prescribe that control in relation 0 budget
aliotments must secure that expenciture is not incurred under any head i
exceass of the funds alictted tc that heac.

{c) Procedure for regularization of excess expenditure

—

According to the procedure ‘aid down for regularization cof the excess
expenditure, the Ministrizs/Departments of the Gowvernment of India are reguired to
furnish to the Public Accounts Committee, Explanatory Notes detailing the reasons for
or the circumsiances leading o the excesses under each excess regisiering Grant
Appropriation along with the relevant Appropriation Accounts. Thereafter, the Public
Accounts Commitiee proceec to examine, in the light of the Explanatory Notes
furnished by the Ministries/Departmeants concerned, the circumstances leading to such
excesses and present a Report therecn to Parliament recommending inter-alia
regularization of the excesses subject to such Cbservaticns/Recommendatiors as they
may like tc make. Pursuant to the Observaticns/Recocmmendations made in the Report
cf the Committee, the Government initiate recessary action i have the excesses
regularized by Parliament under Article 115 (1] (b} of the Constitution, sither in the
same Session in which tha Committee present their Repeort or in the Sessicn following
it.



{d) Union Government Appropriation Accounts (2018-20]

8. The details of the four Union Gavernment Appropriation Accounts (20718-20) wiz.
the dates of laying of these Accounts on the Table of the House, the r'“mber of
Grants/Appropriations operated under each of the four Appropriation Accounis ang the
relevant ChaptersiParagraphs of the Audit Reperts highlighting the Audit findings are
given below:-

|

§ Si Approgriation Date of laying | No. of Grants! | C&AG’s Report in which audit ﬁrsdings“;;
- MNo. | Accounts on the Table of © Appropriations | highlighted
~‘ the House highlighted
S L 29-11-2021 ag ! Cnazpter 3 (Para 3.2.1) ¢f CAAG's Report
' i Mo 7 oof 202%, Union Gowernment,

Chccounts of tha Unior Gowernment,
{Financial Audit)

 Chapier 3 [Para 3.2.1) of CBAG's Keport |

2 Defence Services | 28-11-2021 2
[ Mo, T oof Z021, Union Sovernment,
Asccounts of the LUrion Govermment,
| (Financial AJgit)
3 Postal Services 29-11-2021 - Chapter 3 {Para 3.2.1) of CEAG's Report

CMa Toof 2021, Unon Gowernmen:

Accourts of the Unorn Governmans
- «Finarcia: Audid)

4 Railways | 11-08-2021 1 Chapter * (Parz 11) of CA&AG's Renor
* ‘ Mo, 13 of 2021, Unon Govermmenrt
{Railways! Railway Firances

Total No. of Gramsmppmpyiati@ns: 100

g In this Report, the Committee nhave examined tnose Granis! Appropriations
where maoney nas been spent in excess of the amount authorized by Parliament for

specified services for the year 2015-20 and which reguire regularization oy Parliament
uncer Aricle 115{13(b) of t*'*..e Constitution cf india

B. EXCESS EXPENDITURE OVER VOTED GRANTS AND CHARGED
APPROPRIATIONS {2013-201

1C.  Scrutiny of the four Appropriation Accounts (2019-20) revealed that, there was an
excess disbursement of 2 3;,63?,78 crore over the authorization frem the CFl during
2019-20 out of which an excess disbursement of  31,835.47 crore occurred in two
GrantsfAppropriations cperatead by Civil Ministries/Depariments and ¥ 70131 crore
occurred in cne Grant operated by Ministry of Defence. Details in this regard are given
belaw:

{Inunit cf )

8l Mame of | No. of excess Mo. of cases Amount of excess expenditure
- Mo. | Appropriation | registering involved incurred
‘ . Accounts  Grants/Appro
‘ ~ priations
1 Civit ; 2 2 3193647 34,484
2 Defence 1 | 1 701,30 82 168
Services |




3. Posis Ml Nl Ml

£ Raillways il il NI

Total 3 3 32637,78,26,653

{a) Details of Excess Disbursement over Voted Grants/Charged Appropriations

{2018-20)
11

The cetails of three cases of three Voted Grants/C

harged Appropriations under

which the actual expenditure had exceedad the sanctioned prowision during the financial

vear 2018-20 as shown in the relevant Union Government Appropriation
AccountsiExplanatory Notes furnished by the Ministries/Departments cencerned are
given oelow:-
{In unit of )
| SI. | No. & Name of Administrat Original ! Actua! Excess Percent
| No. Grant/ ive ;Grammpprapriat%oniﬂ}f Expenditure Expenditure age of
Appropriation  Ministry! Supplementary exress
Department |Grant/Appropriation(S) expendil
Total Grant! ure over
I Appropriation (T} total
" . Grant/
- Appropt
iation
1 2 I 3 4 5 6 7
f — APPROPR@ATIGN ACCOUNTS CIVILY
1. 21 — Defance - Defence -2 48 ,00.000 T2 74,000 1,98 73,484 0 34 44
F’enaxorzs ‘ S-3,34 00,020
Revenue - T-£,80,00,000
hargad)
2 3t - C-2035487 98,00 000 2425 22,281,000 31834 47 87 000D 1312
Department of S-40030,77 00 000
Revenus T-243458 75 00,300
(Revenue -
Weoted]
Total {Civil] - . 2434394 55 00,600 275434,02,35,000 3193647, 34 484 1312
Il. APPROPRIATION ACCOUNTS —~DEFENCE
SERVICES
2. 20-Capital Defence l O-1032,10 68,846,000 111000,72. 93,800 A ReA R ol .64
autlay on 2-6988,48 0L 000
Defence T-110299 42 00,000
Services
(Canital ~ |
yYoted) i ;
1 Total {Defence Services) - 110298,42,00, 000 111000,72,93,006 704,30,92.168 0.64
| 386431,75,28,000 32637,78,26,653 9.23

| Grand Total

35379397.00,000

12.

“foted Grants/Charged Appropriations.

« . - - . . -
* Pensions of Defence Personnel are categorised undes

Deferce)

Thus, the total amount of actual excess expenditure incurred dur
year 2019-20, which requires regularization by Parliament under Article 1
Constitution amounts o T 32537,78.26,653 incurred in three cases cf excess ower

Civil Approprianon Accounts. Hence, ¥
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~
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{c} Reasons for incurring Excess Expenditure
'sl.  [No. and name of Excess Expenditure Reasons for excess as
'No.  Grant/Appropriation | incurred stated by the I
1 Ministries/Departments '
{in unit of %)  concerned
1. 21 - Defence Pensions  1,99,73,484 Due to booking of charged
' expenditure pasac on murct!
! | decrees. i
2. 31 - Deparment of 3 315834 47 81,000 Cue to transfer of more’
Reveanus | funds ta GST Compensation
~Fund in ordar to apportion |
the balance IGST perizining }
to Finarcial Year 2018,
3. - 20- Capital outlay on | 701,30,82.16%

- Defence Services §

Due to payment to mest
[

ftec

comm iabilities; !
Jliabkilities of initial payment
for Mew Schemes
i ccontractad, more

- expenditure on custom duty;

exchange rate variation and

against the latter of credit,

more  expenditure  than

on

anticipatad certain
projects, requirement cf fast

tracking works as well as

compietion of  critical
projects on time, eic. Z
{d) Excess Expenditure despite obtaining Supplementary Granis
13, A scrutiny of the relevant Appreopriation Accounts and Expianatory Motes

received from the Ministries/Depariments concerned ¢
s expendiiure was incurred ey
Granis/Appropriations in all the three cases by the re

year 2019-20, the excas

spec

meet their additional requirements:

i

evealec that during the financial
sen after obtaining Supplementany
ve Ministries! Deparimenis to

(inunit of 3y

f@ No. and name of I Amount of i Amount of excess | Percentage of excess (wérj
" No. | GrantAppropriat-  Supplementary - expenditure Supplementary
1 " ion - GrantiAppropriation  incurred Grants/Appropriations
_obtained
- 2 | 3 4 5

|. APPROPRIATION ACCOQUNTS - CIVIL

1 | 27— Deferce ‘ 3,34 00 007 | 1,99,73,454 EEEN!

| Pzasicn , '
[Revenus — Chargad)




['2. 31 - Depariment of 40030,77,00.008 [ 31934,47 81,000 f 787
Revenus
[Revenue — Vaieo)

L1l APPROPRIATION ACCOUNTS ~ DEFENCE SERVICES
| 2. [ 20-Capta Cutayen ECBY 4E,00.000 | 701,30 62,169 ] 10,04
: Defence Services !

(Ceapital - Voted) : ‘
. Grand Total 47022,57,00,000 |  32637,78,26,653 | 69.41

14.  Scrutiny of the above statement has revealed that in the fiscal year 2019-20,
excess expenditure was incurred even after obtaining large sums as Supplementary
Grants/Appropriations. To illustrate, Supplementary Grant to the tune of T 3.34 crore
was allccated for the Grant no. - 21 operated by the kinistry of Defence but this fell
short by ¥ 2.00 crore. In case of Grant No. 31 operated by Department of Revenue,
although Supplementary Grant of 2 40030.77 crere was obtained, excess expenditure
of ¥ 31934 48 crore was incurred. Further, in case of Grant No. 20, operated oy Ministry
of Dafence, Supplemeniary Grant of ¥ 8988.45 crore was obtained but this fell shert by
2 701.21 crore.

{e) Recurring Excess Expenditure

15 Aricle 1714(3} of the Constitution provides that no moneay bpe withdrawn from the
Consolidated Fund of india (CFI) except urnder appropriations made oy iaw passed in
accordance with the provisicns of this Article. Further. General Financial Rule (GFR)
52(3;} stipulates that no disbursement pe made which might have the effect of exceeding
the total Grant cr Appropriation authorized by Parliament for a financial year except
after obtaining 2 Supplementary Grant or an advance from the Contingency Fund.
Contrary to this, the incurrence of excess expenditure nas beern a2 recurring
phencmencn in trhe past despite recommencations of the Public Accounts Committee
and subseguent issuance of instructions by the Ministry of Finance from time to fime.
The comparative data given below indicales the position regarding excess expenditure
incurred oy various Ministries/Depanmeants curing the iast ten years:

(€ in crare)

Year Appropriation Appropriation Appropriation Appropriation Total
Accounts Accounts Accounts Postal Accounts
~Ciwil - Defence Services - Railways
| Services
! HNouof Excess Mo. of Excess No. of Excess Mo.of  Excess Total Total ef
Excess | expenditur Excess | expendit | Excess ‘ expendit Excess expenditur | of ¢ Columns
register -e register -ure | register | -ure registerin | e ! Colu 3,5 7.9
ing incurred ing incurred | ing incurred | g Grants/ | incurred  mons
Grants/ Grantst Grants! Appropria C 2 &,
Approp | Approp Approp tions ' 5.3
. riations | riations riations
i1l {2} 2 {4 51 5] {7l (s 8 10 IEET
2010-1¢ 7 338410 4 423934 1 3B5.63 A0 305666 22 11048 83
01112 5 554533 1 S87.81 1 400 04 4 1045.86 11 856314
201213 4 4365.38 3 195,53 18014 3 1675.95 168 B5A7 .02
301314 3 3858 3 73372 - 1Z 2738 ) 380822
| EC4-15 2 1584085 1 £.oo | 704 3 | 486,85 | 11| 18207.95 |




| 201515 | 2 210.37 - - B 75.07 §  2354a
201617 2 "BB'E4 75 1 48 51 4 936,43 3 3321 T -9n02v0.es
2017158 2 9245131 2] 71emC - - - 98E103
2C1E-19 1 G2z 2 | 509531 - 1 35 74 ¢ 530457
DR 2 3183547 IREEEEE - - 3 3283778
’ {year
L unger |
L rEviews J
(f) Recurring Excess Expenditure under particular Grant/Appropriation
;’ SiNo.  NMNo. and rame of Grant : Year - Excess Expenditure
; « (% in crare)
1. 21 — Capital Outlay on Defence 2018-17 104 .55
| Services 2017-18 3552.72
2018-19 1257 29
2019-20 701.31

(C}] EXAMINATION OF SELECT CASES OF EXCESS EXPENDITURE

8. In the succeeding paragrapnhs, the Committee have dealt with some of the
prominent cases invelving excess expendiiure during the financial year 2018-20 in the
light of the facts brought out in the relevant Appropriation Accounts, Audit observations
thereon, Explanatory Notes and written replies furnished by the Ministries/Cepartments
concernad.

1. APPROPRIATION ACCOUNTS (CIVIL]

GRANT NOC. 31 —Department of Revenue {Revenue-Voted)

17, Under Revenue Section {Woted) of Grant Mo, 31 - Department of Revenue for
tre year 2018-20. the Original Grant was T 20345798 crore. After obtaining
Supplementary Grant of T 4003077 crore, the total Grant was ¥ 243488 .
Against this, the expenditure of ¥ 275423 .23 crore was incurred resulting in an axcess

expenaiture of ¥ 31834 48 crore.

18.  The excess of more thar ¥ 100 crore was incurred mainly under the twe Major
Heads, i.e., (i} Major Head: 3801 - Grants — in — aid to State Governments and Minar
Head: 08.797 — Transfer to Reserve Fund/Deposit Account and: {ii} Maior Head: 3802 -
Grants — in — aid to Unicn Territory Governments with Legislature and Minor Head:
08.757 — Transfer to Reserve Fund/Deposit Account.

1. The reascns as attributed by the Department of Revenue for incurring excess
expenditure under these two MzajoriMiner Heads are given as under:

i1y 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, 2018 the Goods and Services {Compensation to States) Act, 2017 was enacted by
Parliament for providing compensaticn to the States on account of Revenue loss due i
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impiementation of GST w.e.f. 01.07 2017 for a period of five years. In this regard, it is
also submitted that as per GST {Compensation to States) Act, 2017, the provisicnal
GST compensation is being released on a bi-monthly basis to the States/UTs. The
quantum of the GST compensation required is based upcn collection trends of
SGST/AGST and the subsumed tax collection by Siates/UTs. Therefore, #t is always
difficult ic assess the actual budget reguirement, as the same is dependent upen
variable data being received from States on a bimonthly basis.

Accordingly, a budget provision of £ 1.01,200 crore was made under MH 3601 & 3602
(F 26000 crore in MH 3801 for releasing GST compensation to States and T 5200 crore
in MH 3602 for releasing GST compensation to UTs) in BE 2018-20 to compensate the
States/UTs on account of revenue loss to States due o implementation of GST and
based upecn the initial trends of GST collecticn as well as subsumed tax ceclliected by
States/UTs.

Further, as per the requirement of GST Compensation to be pa

-~
H

s

d to StatesiUTs. the
budget provision under Head 3601 and 3802 was revised to T 1,21,200 crore at RE
stage, out of which, ¥ 1,12.200 crore were kept under MH 3801 and ¥ 9000 crore was
under MH 3802, This additional requirement was fulfilled afier taking a Supplementary
Grant of ¥ 20,000 crore (T 16,200 crore under MH 3801 and £ 3800 crere under MH
3602% in the 2™ baich of Supplementary Demand for Grants 2019-20.

Under the provision of GST compensation Act, the cess coilection was estimated at
112200 crore in MH 3801 at the time of RE anc was proposed {c be fransferred into
{GST compensation fund. a Public Accourt Fund. Subsequently, Centre wide letter No
5-31G11/2/2019-ST-1I-DaR dated 1 Juna 2020 had transferred 7 33412 crore (T 31887
crores under Head 3601 and ¥ 1715 crore under Head 3802) from CF! to Compensation
Fund as part cf an exercise to apgortion balance IGST peraining to FY 2017-18 for
purpose of the release of admissible GST Compensation to States for 7Y 201%-20,
which is reflecied as excess amount. This amounrt is the net impact of the reversal of
devclution of IGST of ¥ 66283 crore cut of iotal amount of T 67998 crere devolved to
the States, apperiionment of € 63 288 crore of IGST to States anc T 88 244 crore to
Cenire, devclution to States T 37,104 crore cof the amount apportioned to the Cenire
and censequent recovery of ¥ 33,412 crore from the States which needs o pe credited
to the Compensalion Fund. Hence, the actual expendiure uncer this head
(3601.08.787) is shown as T 143837 crore, which resulted an excess expenditure of T
31687 crore.

(i} Major Head: 3602 - Grants-in-aid to Union Territory Governments with
Legislature

Minor Head: 08.797 — Transfer to Reserve Fund/Deposit Account

As mentioned in para (i) above, under this head, the cess collection was esiimated {o 2
@000 crore at the tme of RE and was preposed o be transferred into GST
Compensation Fund, a Public Account Fund. Since tne actual amount released to the
Union Territories Governments with the legisiature as GST Compensaticn fill harch
2020 was ¥ B29B.28 crore, hernce the remaining amount of ¥ 701.71 crore was
surrendered at the end of the FY 2019-20.

Further, Centre vide letter No. S-31011/2/2019-ST-I-CoR dated 1% June, 2020 had
transferred ¥ 33412 crore (¥ 31687 crore under Head 3601 and % 1715 crore under
Heaa 3502} from CFl 1o Compensation Fund as part of an exercise tc apportion balarce
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IGST pertaining to FY 2017-18 for purpose of release of admissible GST Compensation
o States for FY 2019-20, which is reflected as excess amount. Hence. the actual
expenditure under this Head (3802 08.797) is shown as ¥ 10013.29 crore, which
resulted in an excess expenditure of 1715 crore.

20, As regards the action taken to aveid excess under this Grant, the Department of
Revenug in their Explanatory MNote stated that apportionment of entire unsettled IGST
between Centre and States/UTs in the ratio of 50:50 at the end of each financial year, in
future will ensure non-ccocurrence of such excess expenditure.

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

21. Under Capital Section {Moted) of Grant Mo, 20 — Capital Outlay on Defence
Services for the year 2019-20 tre otal provision was T 110288.42 crore. Against this,
the expenditure of ¥ ©11000.73 crore was incurred resulting in excess of 2 701.21 crore.

27, The excess of ¥ 701.37 crore was the net effect of iota!l excessas of # 1502.08
crore and total savings of ¥ 8CC.76 crore as well as surrendar of ¥ 1,00.000.

23.  The reasons for inc :':r:g excess expenciture under this Grant as attributed by
tne Ministry of Defence in their Explanatcry Notes are given as under:

"Payments made for committed fabilities as well as initial payments for the Mew Scneme
contracted, more exgenciiure on custom culy, crogress of Arnual Maintenarce Werk
Plan, obligatory contractuzl paymenis towards new sh puud'vg contracis and higher
outgo than anticipated towards milestons cayvments of ongeing projects than anticipated,
obligaiory coniraciual forsign payments through Letter of Credit (LC) as well as
excnange rate variations, fast prograss of worss and liabiily of completion of ‘...fh|b8§
projects on time; paymerti of committed lacilives during previous financiel year in
respect cf Mis Roscberon Export Russia z2gainst the mac "l?’!EFIBS sucphied for the Fin
Stabilizeg Armour Piercing Discarding Sabot (FSAPDS) Project, eic”

24 Details of the Major/Mincr Heaas under which excess of ¥ 100 crare and above
cecurred under this Grant and reasons therefor arg given below:

8I. No. Major/Minor Head Excess ' Contributory
"' - Expenditure Reasons
(T incrore) |

“Major Head — 4076
Sub-major Head — 101

P Minor Head — 107 - 2240.85 ' To cater far
commiited  liabilties

payments as well as

the initial payment for
- New Schame

contracted
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 Sub-major Head — 02 — NAVY

2. finor Head - 103 L4180 Due o more
| | | expenditure on
| custom duty |
- exchange raie
 wariation and letter of
! | credit,
3. " Minor Head — 204 1818 42 To cater to mee!
r - obligatory contractual
Cpayments towards
new ship building
coniracts and higher
outge than
~anticipated  towards
milesicne  payments
; of angoing
- shipfsubmarine ,
f construction  prajects
| and refits. '
4, Minor Head - 205 | 32451 | Due ta more
{ f expenditure on
| . strategic
infrastructure projects
; than anticipalad.
l 5. Sub-Major-Head 03 — Air 3938.81 Due to the
 Force | reguirement of funds |
' - Minor Head — 03 — Air Force far cbligatory
‘ contractual  foreign
f Payments  through
| | Letter of Credit (LG
: f as well as exchange
, ! » rate wariations and
i custam duty.
25, As regards the steps taken to azvod excess expenditure under this Grant, the

Ministry of Defence in their Explanatery Note have submitted as under:

“Irstructions alrzady exist to formulate tre Budget Tstimates cn realistic oasis and the
reed to corstantly review the sxpenditure in order 1o conform te the alocatiors mads
and tc ensure that there is neither any excess ncr large scale sawings over ‘he
sanclicned budgetary provisions.

In order to avoid recurrence of any savings/excess, instruclions have been issusd from
time tc time to ali concerned, empnasizing the need (o monitor progress of expenditure,
agpart from prejecling demancs on factua: basis degending on the  aciual
requirementsfobligaticns. To achieve this ogjeciive Service HGrs/Deparirmenis were
also reguested 0 issue necessary instructions to all cudget controlling authoritiss under
their lower formaticns to foliow the instructions issued on tre sutject meticuously so as
to avoid any saving/excess’
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Surrender of funds despite incurring excess expenditure

Z6. It has been observed that the Depariment of Ravenue and Ministry of Defence
have surrendered the funds despite incurring excess expenditure during the year 2019-
20, under the Grants/Appropriations operated by them. Details in this regard are given
below:

i in crora)

Sl Mg, | Me. and name of  Excess expenditure  Surrender of funds
Grant/Aoppropriation _incurred

1. 31 - Department of Revenus 31934 .48 - 1420.58
{Revenue - Voted)

2. 20 — Capital outlay on Defence | 701.31 0.01
Services
{Capital - Votad:




.
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PART-I

Observations/Recommendations

1. 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
T 32637.78 crore was incurred in three sections of three GrantsiAppropriations
{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 (X 701.31 crore)
operated by WMinistry 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 WMinistry 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 sericusness 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 Granis/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
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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 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 foliow 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 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.

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 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
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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-Capital Cutlay 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 T 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 ¥ 31834.48 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 ¥ 6888.46 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 cccasions. The Committee are astonished to note
that budget provisions are still not made with requﬁsite 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 24" Report
of PAC (17" 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/New
Instruments of Services. In their Action Taken Report thereon [50" Report (17"
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 Grantis 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 réiieraﬁrgg 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 extenti.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

2018-20. 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 ¥ 1257.28 in 201819
nevertheless, the amount has been in excess of ¥ 1000 crore. Mow, 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 GrantsfAppropriations 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.

-

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 T 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 guantum 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
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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 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
apporticnment 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 'futﬁre, the Committee express hope that the Ministry
would surely be able to overcome this situation of incurring excess expenditure

i future.

6. During the financial year 2018-20, 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 of ¥ 701.31 crore was the net
effect of total excesses of T 1502.08 crore and total savings of ¥ 800.786 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 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.

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. T 104.55 crore in 2016-17, ¥ 3552.72 crore in 2017-18, T 1257.29 crore
during 2018-18 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 24" Report (17" 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
Commiittee that they had decided to create a separate instance/Parallel Chapter in

PFIAS in consultation with Controller General of Accounts and in this regard an
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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 tfo 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

containfcurtail the recurring phenomenon of excess expenditure under this Grant.

8. The Committee observe that the Winistry 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 T
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 were also obtained as
supplementary grants. This clearly indicates that hoth 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
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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 of
poor budgeting and is also indicative of failure on the part of Budget Controlling
Authorities, the Committee once again urge the WMinistries/Departments
concerned to revamp their prevailing expenditure review mechanism so that

surrendering of funds could be avoided in future.

9. Subject to the observationsirecommendations made in the preceding
paragraphs, the Committee recommend that the expenditure referred to in para 12
of Part-l of this Report be regularized in the manner prescribed in Article 115 {1}

{b} of the Constitution of India.

e de dkdE e
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i

far rezularization of excess

U

109 74 Lakhs occurred m Fevenue Section {Charged

21-Delence Pensions as disclosed in Appropriatian AcCounis
iDeferice Penstons) for 2019-2020

REVENUE SECTION {Charged!

i1 Criginal Gran : 2,48,

Supplemontary : 3.24.00

™ I
Exvess : 1,209 74

2. Under Bevenue Section| Chergsd)

Pensions for 200920, original ;:=.'~3'~.‘:?s.i.::-n was 2,46 00 thousand
augmented 0 ¥ 380,00 theusands on obhtaining Supplemeniary Grant of

3.34,00 thousands.  Against thiz the expenditure of ¥ 77975 thousand was

incurred resulung i an

3. The excess of 2

feot of woval excess of
S5 thvasand less toral savmegs of T 02710 thousands under various
sul heads of the Granmt. The Sub-he

‘hich excess ocourred and reasons

4 sud-head selow Major Head 2071 under which excess acourred
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Iy 2071.02.101 Army  (Minar Head)

0z Zefence [SWH)
1 Army (Minor Head)
22100 .01 Pension and other Rt’:ur**mr‘m Benelits (Sub Head)

Supelementary : 3, 18,00
He-appropriation 1= 100
Fotal Grang : 5.08.00
Actual Expendinure 72243
Excess 1= To14.43

The excess of 7 2.14.435 thousand under this head s manb due 1w

finalization of more court cases than anticipated.

> The Total grant under the Charge Poruoen of the Revenue Sechon
af the Grand s 1 30500 thovsands  and excess amount of £ 1897

thousands has been incurred in rijo Grant Noo 21 Delence Pensions as
disclosed in Appropriatien Accounts (Defence Pensions) for 2019-20
crvcess expendiiure has bren incurred due o the implementaucn of Court

= and it is difficulr to forecasy the

Portton i advancs. I the
crcumsiances explained avove the toal excess of & 199574 Lakhs moy

kindly be recommended for regularization by the pariiament under Arucle

J1ED e) of the censtiiution.



Remediz!l Action Taken

& Necessary imstructions have been issued wvide D Neo -2180 Bud-
1/2019-20 dared 13/08/2C020 (Copy enclosed] to all concernsd o prepars
tneir Budgetary proposals on realistc basis taking into consideration all the
related  aspects such  as commitments, wend of expenditure and the
ANTCipaled eXpenses.

This has been wetted by Aauvdit on APMS peoral and intmaeazed wide-

CGADS U bo, 26 17AA-B/2019- 20/ Defence Pensions do. 1071272020

F.oNo 218) /Bud-11/2019-20
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EXI

MNote for excesses cccurred under Revenue Section [Voted] of Grant
Wo. 31-Department of Revenue, Ministry of Finance as desired by O/o
Pr. Accounts Office for the vear 20182-20:-

Revenue Section [Voted]

O .z‘uu. Grant
Supplemeniary Crant

Total Grant

ATE

Supplemen

e B SR WIS 4

Sanstioned Grant s

for Rruspue }:1‘.‘3 el
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1i] Wiajor Head : 3601 — Grants-in-aid to State Goveraments
Winor Head: 08.7897 — Transfer 1o Heserve Fuond/Deposit
Account

- o ~IRs and

9500 %., . 3 L: GO

Suoplementary Grant 152000000
Tetzl Grant ' 112200 00,00
Actus! BExpenditure 143887 00,00
Excess 31857 ,00,00
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EXCLESS NOTE

NOTE FOR PUBLIC ACCOUNTS COMMITTEE FOR REGULARIZATION OF
EXCESS EXPENDITURE [N RESPECT OF EXCESS OCCURRLED UNDER GRANT
NOL20- CAPITAL OUTLAY ON DEFENCE SERVICES (VOTED), AS DISCLOSED IN
THE UNION GOVERNMENT APPROPRIATION ACCOUNTS (DEFENCE SERVICES)
FOR THE YEAR 2019-2020.
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APPENDIX I

STATEMENT OF OBSERVATIONS AND RECOMMENDATIONS

Sl. | Para Ministry/Department Observations/Recommendations
No. | No. concerned
(Part 1)
1 1 Finance (Economic | The Committee's examination of the four

Affairs and Revenue)
and Defence

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
I 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 (X 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
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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
IDepartments 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
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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.

Finance (Economic | The Committee further observe that in
Affairs and Revenue) | pursuance of their recommendations

and Defence 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.

Finance (Economic | The Committee note with concern that

Affairs and Revenue) | during the Financial Year 2019-20, excess
and Defence expenditure was incurred in respect of all

the three Grants/Appropriations even after
obtaining high amounts of Supplementary
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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 I 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 X
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
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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.

Finance (Economic
Affairs) and Defence

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 vyears, 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 X 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.

Finance (Revenue)

As brought out in the preceding
paragraphs, during the .financial year
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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 X
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/NGST 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
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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 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.

Defence

During the financial year 2018-20, the
Ministry of Defence incurred an excess
expenditure of ¥ 701.31 crore under
Capital-Voted section of Grant No. 20-
Capital outlay on Defence services. The
excess of ¥ 701.31 crore was the net effect
of total excesses of ¥ 1502.08 crore and
total savings of X 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
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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 WMinistry 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.

Defence

The Committee are perturbed to note that

the Ministry of. Defence recurringly
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incurred excess expenditure under this
Grant during the last four years i.e. ¥
104.55 crore in 2016-17, ¥ 3552.72 crore in
201718, ¥ 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 24" 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.

Finance (Revenue)
and Defence

The Committee observe that the Ministry
of Finance (Department of Revenue)
under Revenue-Voted Section of Grant No
- 31 and Ministry of Defence under
Capitai-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 X
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
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once again urge the
Ministries/Departments  concerned to
revamp their prevailing expenditure
review mechanism so that surrendering of
funds could be avoided in future.

Finance (Economic
Affairs and Revenue)
and Defence

Subject to the
observations/recommendations made in
the preceding paragraphs, the Committee
recommend that the expenditure referred
to in para 12 of Part-l of this Report be
regularized in the manner prescribed in
Article 115 (1) (b) of the Constitution of
India.




