Chapter |
Finances of the State Government

Profile of Assam

Assam is a Special Category State and is situatetei North-East region of India
bordering seven Stategz. Arunachal Pradesh, Manipur, Meghalaya, Mizoram,
Nagaland, Tripura and West Bengal and two countriesBangladesh and Bhutan.
With a geographical area of 78,438 sq. krasabout 2.4per centof country’s total
geographical area, Assam provides shelter tqp@rZentpopulation of the Country.
According to the Census of India, 2001 the popottatf Assam stands at 2,66,55,528
of which 52per centare males and 4&r centfemales. In 2001 Census the density of
population of Assam is 340 as against India’s dgr&25. The rural population of the
State was 87%er centof the total population as against All India pertage of
72. According to Census 2001, the literacy ratdsdam was 6per cent Similarly,

the infant mortality rate at 64 per 1,000 live lrtand life expectancy at birth at
58.9 years during 2009-10 is far below the All lndiverage of 53 per 1,000 live
births and 63.5 years respectively. The populagmwth of NE States in 2009-10
over 2000-01 stood at 11.Gfer centwhile Assam registered population growth of
12.37 per centduring the same perioddppendix-1.1 Part-). The estimated per
capita income of the State stoo®a6,274 during 2009-10 as per advance estimates
of 2009-10 as again¥24,04Z of previous year.

During 2009-10, due to economic slowdown across ¢hantry, coupled with
implementation of State Pay Commission, Assam haevs signs of financial stress.
There has been an increase in the growth rate BiRG#iring 2009-10 which stood at
388,023 crore (11.0Ber cen} agains&79,277 crore (10.6Ber cen} during 2008-09.
The average Compound Annual Growth Rate in respfeGISDP for Assam between
2000-01 and 2008-09 was 11.88r cent which was however, higher than that of NE
State’s (11.67er cen}. The outstanding fiscal liabilities of the Stat®a percentage
of GSDP showed persistent decline from the peadl lef/33per centin 2005-06 to
30.54per centin 2007-08 and thereafter increased to 35h&Bcentin 2008-09 and
further increased to 32.3&r centin 2009-10 (Table 1.29).

The accounts of the State Government are keptreetparts (i) Consolidated Fund,
(i) Contingency Fund and (iii) Public Accoumgpendix 1.1 Part-A The annual
accounts of the State Government consist of Fingkumounts and Appropriation

! The per capita income has been calculated on the basisreft years Net State Domestic Product
(NSDP) at current prices with respect to the averagptilation during 2009 and 2010 projected by
Registrar General and Census Commissioner, Governmérdiaf

% The per capita income has been calculated on the dfgsievious years NSDP at current prices with
respect to the average of population during 2008 and 209 mwjbgtRegistrar General and Census
Commissioner, Government of India.



Audit Report (State Finances) for the year ended 31 Mar¢i@

Accounts. The Finance Accounts of the Governmertssiam are laid out in nineteen
statements, the lay out of which are depicteAppendix 1.1 Part-B The definitions
of some of the selected terms used in assessingrends and pattern of fiscal
aggregates are shownAppendix 1.1 Part-C

Keeping in view the fiscal targets laid down in thesam Fiscal Responsibility and
Budget Management Act, 2005 (AFRBM) and the rulesdenthere under and the
anticipated annual rate of reduction of fiscal ciefof the State worked out by the
Government of India (GOI) for the Twelfth Financer@mission (TFC) award period
following its recommendation, the State Governmdateloped its Own Fiscal
Correction Path (FCP) indicating the milestonesoofcome indicators with target
dates of implementation during the period from 2085to 2009-10 is placed at
Appendix 1.2

This chapter provides a broad perspective of thantes of the Government of
Assam during the current year and analyses critite@lnges in the major fiscal
aggregates relative to the previous year keepingew the overall trends during the
last five years.

1.1 Summary of Current Year’s Fiscal Transactions

Table 1.1 presents the summary of the State Governmentalfisansactions during
the current year (2009-1@)s-a-visthe previous year whildppendix 1.3provides
details of receipts and disbursements as well &sativfiscal position during the
current year.

Table 1.1: Summary of Current Year’s Fiscal Operatons

(X in crore)
2008-09 Receipts 2009-10 2008-09 | Disbursements 2009-10
1 2 3 4 5 6
Section-A: Revenue
Non- Plan Total
Plan
18,077.04| Revenue 19,884.49 14,243.33 Revenue 17,063.2y 4,168.9) 21,232.20
receipts expenditure
4,150.21 (a)| Tax revenue 4,986.72 (a) 5,365.82 fakne 8,334.69 44.88 8,379.5[

services

2,271.90| Non-tax revenue 2,752.95 5,844.36| Social Services| 6,324.69| 2,218.52 8,543.21

5,189.89 (b)| Share of Union| 5,339.53 (b) 2,885.64 Economic 1,854.01| 1,905.5] 3,759.52

Taxes/Duties Services

6,465.04| Grants from 6,805.29 147.51| Grants-in-aid/ 549.90 - 549.90
Government of Contributions
India

Section-B: Capital

Miscellaneous - 2,373.01| Capital Outlay 80.37| 2,548.98( 2,629.35
Capital Receipts
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1 2 3 4 5 6
34.82 | Recoveries 32.87 88.74 | Loans and 2.24 96.99 99.23
including write Advances
off of Loans and disbursed
Advances
2,877.51| Public Debt 2,190.28 780.8Q Repayment of - - 1,007.56
receipt$ Public Debt
- | Contingency - Contingency -
Fund Fund
7,793.70| Public Account 10,629.86 7,214.4 Public Account 9,027.20
receipts disbursement
- | Closing = - | Opening -
overdraft from overdraft from
Reserve Bank of Reserve Bank
India of India
3,959.08( Opening 8,041.84 8,041.84 Closing 6,783.80
Balance Balance
32,742.15 Total 40,779.34 32,742.15 Total 40,779.34

(@) Excluding share of net proceeds of taxes and dutiggadso State.
(b)  Share of net proceeds assigned to State.

Following are the significant changes during 2009%4er the previous year:

* Revenue receipts grew B\L,807 crore (1(er cent)over the previous year. The
increase was mainly contributed by tax reveXi8@7 crore (4Ger cent) non-tax
revenueI481 crore (27per cent) State’s share of Union Taxes and Duties
%149 crore(eight per cent)and Grants-in-aid from Government of India (GOI)
X340 crore (19per cent) The revenue receipts &19,884 crore is, however,
higher byX575 crore than the assessment made by the StateefBawent in its
Fiscal Correction Path (FCP) (319,309 crore), but lower b§3,180 crore than
the assessment made in Five Year Fiscal Plan (FYFRR3,064 crore).

* The increase of 2per cent(X837 crore) in tax revenue in 2009-10 was mainly on
account of increase of (a) taxes on Agriculturatome by I60 crore
(333 per cen} due to increase in collection of taxes, (b) taxesSales Tax, Trade
etc byX424 crore (14er cenj due to increase in collection of Trade tax, (@S
Excise byI40 crore (20per cen} due to increase in collection of tax under
Country fermented liquors and Foreign liquors apidits and (d) taxes on goods
and passengers 261 crore (92er cen} due to introduction of Assam Entry
Tax Act, 2008 with effect from 1 June 2008 to letax on entry of certain
specified goodsThe tax revenue as a percentage of GSDP (5.67 msit)cwas
less than the projections made by the State Governmin its FCP
(7.96 per cent) but higher than the projectionsBYFP (4.56 per cent).

® Recoveries of loans and advances includes Write dffanfs and advance®.05 crore.

* Includes net transactions under ways and means advances edrdftve

® FCP: Fiscal Correction Path was developed by the Savernment in April 2005 indicating therein
the milestones of outcome indicates with target datempieimentation during 2005-06 to 2009-10.

® FYFP: As required under Section 3 of the Act, the SBateernment laid before the State Legislative
Assembly a five year rolling Fiscal Plan alongwith AnnuadalRcial Statement showing therein the
relevant fiscal indicators and future prospects for growth.
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* The increase in non-tax revenue of the Stat&481 crore (2Jper cenf over the
previous year was mainly due to increase in resaiptier petroleum concession
fees and royalties and increase in realizationntérest on investment of cash
balances.The non-tax revenue of the Government significantikceeded the
FCP (?1,702 crore) of the Government by 62 per cent ahéd projections of the
State Government in its FYFP®,044 crore) by 35 per cent.

* Increase in Grants-in-aid from Government of IndyaX¥340 crore (5per ceny
was on account of more receipts under ‘Non-Planntstaand ‘Grants for
Centrally Sponsored Schemes'.

* Revenue expenditure increased3$/989 crore (4%er cent)over the previous
year. While 15per cent(X1,059 crore) of the increase was under plan hdsals t
remaining 85er cent(X5,930 crore) was under non-plan heads. The mapmishe
that registered increases include Pensions andeNaseous General Services by
121 per cent(X1,744 crore), Education, Sports, Art and Culture3dyper cent
(¥1,148 crore), Administrative Services by pdr cent(X1,019 crore) and Social
Welfare and Nutrition by 108er cent(X744 crore).

* Recoveries of Loans and Advances decreased byesixent two crore). The
major decline in the recoveries was from the pasestor ¥ three crore).

» Public Debt Receipts decreased byt cent(X688 crore) while Public Debt
Repayments increased by p8r cent(X227 crore) resulting in net decrease of
%915 crore in Public Debt Receipts.

* Public Account Receipts and Disbursements increabgd 36 per cent
(¥2,836 crore) and 2per cent(X1,813 crore) over the previous year. Thus, net
receipts increased during the yearRtly023 crore.

e Total inflow during 2009-10 wa¥32,737 crore againi8,784 crore in 2008-09
while total outflow during 2009-10 w&83,995 crore as agair&24,700 crore in
2008-09 registering an increase of 13p& centand 37.63per centleading to
decline in the cash balances of the Stat& 258 crore (16er cen} over the
previous year. The decrease was mainly due to deerm deposit with Reserve
Bank of India 573 crore), Cash Balance Investmer®684 crore) and
departmental cash balances including permanennads& one crore).

1.2 Assam Fiscal Responsibility and Budget Managemi
Act, 2005

According to Assam Fiscal Responsibility and Budgleinagement (AFRBM) Act,
2005 the State Government was to eliminate reveledieit by the end of 2008-09
and reduce the fiscal deficit to 3pger centof the estimated Gross State Domestic
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Product (GSDP) by 2009-10Further, the Act envisaged to cap State Goverhmen
guarantees at any point of time to p@r centof the State’s own tax and non-tax
revenue of the second preceding year, as reflectetthe books of accounts as
maintained by the Accountant General.

The performance of the State during 2009-10 in $eahkey fiscal targets set for
selected variables laid down in AFRBM Act, 2005-a-visachievements are given in
Table-1.2

Table-1.2: Trends in major fiscal parameters/varialbesvis-a-vis
projections for 2009-10

(Xin crore
2009-10
Targets as per Projections made in Actual
Fiscal variables prescribed in —_— Five Year
FRBM Act Isca i
Correction Path Siesl plav
Statement
T 0.0
Revenue Deficit¥ in crore) (By 31.3.2009) (+) 1,657 () 305 (-) 1,34
Fiscal Deficit € in crore) - (-) 1,541 (-) 2,972 (-) 4,043
Fiscal Deficitt GSDP 3.5per %eS”S; 2.41 3.37 4.54
(per cen) (By 31.3.2010)
Salary as percentage
State’s Own Resources af 60 per cent 57 88 56
devolution from GOI excep| (By 31.3.2010)
Plan Grants
Ratio of the Total Debt Stock
including Governmen 45 per cent 44 32 30
Guarantees to GSDP of the(By 31.3.2010)
previous year
Ratio of State Guarantees
State’s Own Resources 50 per cent 18 13 5
second preceding year

The above table indicates that the State has azthigne FRBM targetsprescribed in
the Act except containing Fiscal Deficit-GSDP ratidlthough the Central
Government allowed the State Government to raisktiadal market borrowings to
the extent of 0.5per centof GSDP for undertaking capital investment thereby
permitting the Fiscal Deficit-GSDP ratio to the ééwf 4 per centbut the State had
exceeded this limit during 2009-10The State Government has to initiate requisite
measures to contain the Fiscal Deficit-GSDP raitbiw the permissible limit.

" Although the GOI had permitted the State Government tm¥oupto fourper centof GSDP during
2009-10 but the State Government had not amended the AFRBMto avail the benefit
of 0.5per centof GSDP as of March 2010.

8 Revenue Deficit was to be eliminated by 31 March 2009 andtétte Sovernment had achieved the
target within the stipulated date.

® Failure to contain Fiscal Deficit — GSDP ratio withire permissible limit of fouper centthe State
would loss the debt relief @L05.41 crore for 2009-10.
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The increase in fiscal deficit-GSDP ratio durindd2aL0 is fraught with the chances
of being dependent on further market borrowingsrigler to minimize fiscal deficit.
The State Government should increase revenue recéspby initiating measures
like reduction of cost recovery (Para 1.4.3) and d¢lection of arrears of revenue
and (Para 1.4.6) to bridge the growing gap.

As a result of Debt Consolidation under ‘Debt Cdiastion and Relief Facility

(DCRF)'° Scheme’, the State had received debt reli¥3if6.23 crore and interest
relief of ¥153.87 crore during the award period of TFC. TheteShad also received
%¥316.23 crore as debt waiver from Government of dnduring the period from

2005-06 to 2009-10.

1.2.1

Budget Analysis

The budget papers presented by State Governmevitderdescriptions of projections
or estimations of revenue and expenditure for siqudar fiscal year. The importance
of accuracy in the estimation of revenue and expperedis widely accepted in the
context of effective implementation of fiscal padis for overall economic
management. Several reasons may account for thatidevof the actual realization
from the budget estimates. It may be because aitioi@ated and unforeseen events
or under or over estimation of expenditure or rexeat the budget stage etc. Actual
realization of revenue and its disbursement howeegends on a variety of factors,
some internal and others exterrigdble 1.3presents the consolidated picture of State
Finances during 2008-09 (Accounts), 2009-10-budgstimates (BE), 2009-10
revised estimates (RE) and 2009-10 (Accounts).

Table 1.3: Variation in Major items - 2009-10 (Accants) over 2009-10 Budget
Estimates & Revised Estimates and 2008-09 (Accouits

(Xin crore)
Parameters 2008-09 2009-10
Actual Budget Revised Actual
Estimates Estimates

Tax Revenu 4,15(C 4,02¢ 4,33: 4,987
Non-Tax Revenu 2,27: 2,04« 2,90( 2,75¢
Revenue Receipts 18,077 23,064 24,485 19,884
Non-debt Capital Receipts 35 48 40 33
Revenue Expenditure 14,243 29,270 29,816 21,232
Interest Payments 1,593 2,108 2,134 1,833
Capital Expenditur 2,37¢ 4,62~ 4,71¢ 2,62¢
Disbursement of Loans 89 81 82 99
Advances
Revenue Deficit/Surplus (+) 3,834 (-) 6,206 () 5,331 (-)1,348
Fiscal Deficit/Surplu (+) 1,40 (-) 10,86 (-) 10,08¢ (-) 4,04:
Primary Deficit/Surplu (+) 3,00( (-) 8,75¢ (-) 7,95t (-) 2,21C

% DCRF: In pursuance of the recommendations of thelffv Finance Commission (TFC) for fiscal consolidatiand

elimination of revenue deficit of the States, Goweent of India formulated a scheme “The State [btsolidation and Relief
Facility (DCRF) (2005-06 to 2009-10)" under whichngeal debt relief is provided by consolidating amedcheduling at
substantially reduced rates of interest the Cefdeals granted to States on enacting the FRBM Actdedd waiver is granted
based on fiscal performance, linked to the rednabdforevenue deficits of States.
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During 2009-10, the actual revenue receipts fedrisbf the budget estimates
by 13.78per centwhile actual revenue expenditure declined by 2pditcent
over budget estimate resulting in decrease in eveleficit.

During the current year the tax revenue of the eStatcreased by
20.17per centX837 crore) over the previous year. The actual ctiia of tax
revenue during the year also increased by 28e8lcentR959 crore) over the
budget estimate for the year mainly due to incréasdlection under taxes on
sales, trade etc. by over p2r cent The revenue from sales tax, trade etc.
contributed the major share of tax revenue [§ét cenj and it increased by
13.63per centover the previous year. Taxes on agricultural meptaxes and
duties on electricity and taxes on goods and passsrwere the other major
contributors in the State’s tax revenue.

The increase in non-tax revenue was due to incréaseeceipts under
petroleum concession fees and royalties. The tréndmterest receipts,
dividends and profits reveal significant improverneduring 2009-10
compared to 2005-06 mainly because of increasedhzation of interest on
investment of cash balances.

The increase in Central Tax Transfer was mainly doeincrease in
Corporation tax3495 crore), and Taxes on income other than Corporax

(X155 crore) partly offset by decrease in CustoR4% crore) and Union
Excise DutiesY263 crore).

The increase ot340 crore in grants-in-aid during 2009-10 over pinevious
year was mainly due to increase in Non-plan gr&%g2 crore) and grants for
Centrally Sponsored Schem@&89 crore) which was however, partially off set
by decrease in grants for State Plan Scher&86( crore) and grants for
Special Plan Scheme&&Q crore).

The increase in revenue expenditure during thesatigrear was the combined
effect of more expenditure under general servicgs56.17 per cent
(¥3,014 crore), social services by 46.a8r cent(X2,699 crore), economic
services by 30.2&%er cent(873 crore) and grants-in-aid contributions by
274.15per cent(X403 crore) over the previous year.

The increases in revenue expenditure under soemlices were under
Education, Sports, Art and Culture by 3388t cent(X1,148 crore), Health
and Family Welfare by 64.40er cent586 crore), Water Supply, Sanitation,
Housing and Urban Development by 28p& cent(X130 crore), Welfare of
Scheduled Castes, Scheduled Tribes and Other BadkwWdasses by
12.43 per cent(X42 crore), Labour and Labour Welfare by 1062 cent
(X47 crore) and Social Welfare and Nutrition by 1088r centX744 crore).
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. Similarly, the significant increases under econors&rvices were under
Agriculture and Allied Activities by 30.3%2er cent R272 crore), Rural
Development by 20.8@er cent(X140 crore), Special Areas Programmes by
99.06 per cent(X105 crore), Transport by 26.3r cent(R118 crore) and
General Economic Services by 384 centX94 crore).

. Significant increases in expenditure under gengalices were mainly under
Administrative Services by 54.0Ber cent 31,020 crore), Pensions and
Miscellaneous General Services by 121p@&8 cent(X1,744 crore), Interest
Payment and servicing of debt by 14.4ér cent(X240 crore) and Fiscal
Services by 21.4@er centR35 crore).

. The capital expenditureis-a-visbudget estimate was less by 438 cent
(X1,996 crore). The capital expenditure of the Sgmeav byI256 crore over
the previous year. The increase in capital exparalitof ¥256 crore
(10.79per cen} during 2009-10 over the previous year was theresdlt of
increase in General Services by 1055 cent(X38.35 crore) and Economic
Services by 14.2®er cent(X262.76 crore) set off by a decrease in Social
Services by ninper cent44.77 crore).

. Actual fiscal deficit fell short of the assessmeardde in the budget estimate
by 62.79 per cent(X6,821 crore) and revised estimate by 593 cent
(36,046 crore) mainly due to decrease in revenue relipge and capital
expenditure. Decrease in fiscal deficit togethethwilecrease in interest
payment oR301 crore (revised estimate) led to decrease mani deficit by
72.22per cent(X5,745 crore) than the assessment made in revitiethés.

The above table also indicates that at the corselitilevel, the State witnessed a
marked improvement in key deficit indicators whae tevised estimates of 2009-10
translated into accounts. An improvement in thedissituation in recent years
(2005-06 to 2008-09) was achieved by the Stateungying the fiscal correction and
consolidation process under a rule based fiscahdveork coupled with larger
devolution and transfer by the Twelfth Finance Cassion through shareable
Central Taxes and Grants-in-aid. Consequent upesetldevelopments, the State
achieved surplus during the period from 2005-08G068-09. However, in 2009-10, it
has turned into fiscal deficit &4,043 crore. Thus, due to moderation in economic
growth during 2009-10, the revenue buoyancy suffeaeset back and aggregate
expenditure shot up. The deterioration in the reeeraccount of the State
Government during 2009-10 (BE), 2009-10 (RE) aslvesl actual receipt and
expenditure during 2009-10 reflect the combined aotpof sluggishness on
(i) Administrative Services (ii) pensions and (iilterest payments. Re-emergence of
revenue and fiscal deficit after four years indectitat borrowed resources would be
used for current expenditure rather than capitpéaditure during 2009-10.
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1.3 Resources of the State

1.3.1 Resources of the State as per Annual FinaeEounts

Table-1.1presents the receipts and disbursements of the @tang the current year
as recorded in its Annual Finance Accothtghile Chart 1.1 and Table 1.4depicts
the trends in various components of the receiptsthef State during 2005-10.
Chart 1.2 depicts the composition of resources of the Statang the current year.

Chart 1.1: Trend

" Revenue and capital are the two streams of receiptsctmatitute the resources of the State
Government. Revenue receipts consist of tax revenuesaraevenues, State’'s share of union taxes
and duties and grants-in-aid from the GOI. Capital reseiptnprise miscellaneous capital receipts
such as proceeds from disinvestments, recoveries of mahsadvances, debt receipts from internal
sources (market loans, borrowings from financial iosths/commercial banks) and loans and
advances from the GOI as well as accruals from Puldaoant.




Audit Report (State Finances) for the year ended 31 Mar¢i@

Table 1.4: Trends in growth and composition of reapts

(R in crore)
Sources of State’s Receipts 2005-06 2006-07 2007-08 2008-09 2009-10
[ Revenue Receipts 12,04% 13,647 15,3R5 18,077 84,8
Il Capital Receipts (CR) 1,417 1,151 1,178 2,913 2,223
Miscellaneous Capital Recei - - - - -
Recovery of Loans an 38 35 40 35 33
Advances
Public Debt Receipts 1,379 1,116 1,138 2,878 2,190
Rate of growth of debt capity (-) 57.05| (-) 19.07 1.97 152.90| (-) 23.91
receipts
Rate of growth of non-deht (-)97.26 (-) 7.89 14.29 ()1250 () b5.J1
capital receipts
Rate of growth of GSDP 9.25 11.44 11.17 10.68 11.03
Rate of growth of CR (-) 69.20 (-) 18.77 2.34 147.28  (-) 23.69
(per cenj
Il | Contingency Fund - - - - -
IV | Public Account Receipts 4,146 4,846 6,093 7,794 10,630
a. Small Savings, Provident 617 566 608| 624 755
Fund etc.
b. Reserve Fur 14¢ 37C 50€ 31¢ 732
c. Deposits and Advances 1,687 2,150 2,739 3/852 ,5804
d. Suspense and Miscellaneou| () 155 () 158 () 3 87 () 136
e. Remittances 1,898 1,918 2,243 2,909 3,698
Total Receipts 17,608 19,664 22,596 28,784 32,737

The total receipts of the State Government for 2009vas332,737 crore, of which
%19,884 crore (6Xer ceny came from revenue receipts and balancep@9ceny
came from borrowings and Public Account. The totakeipts of the State increased
by 86 per centfromI17,608 crore in 2005-06 &32,737 crore in 2009-10. The share

of revenue receipts in total receipts of the Stdézreased from 6%er cent

(X12,045 crore) in 2005-06 to Gier cent(X19,884 crore) in 2009-10 due to decrease
in receipt in tax revenue and grants-in-aid fromlG0n the other hand, the Capital

receipts together with Public Account ranged betw86 and 3%er centof total
receipts during 2005-10.

Revenue receipts increased steadily bypébcentfrom 12,045 crore in 2005-06 to
319,884 crore in 2009-10, whereas the debt capéeéipts which create future
repayment obligation decreased fr@h,417 crore (8er centof total receipts) in
2005-06 taX2,223 crore (‘per centof total receipts) in 2009-10. The Public Account
receipts increased steadily fré#,146 crore (24er centof total receipts) in 2005-06
t0¥10,630 crore (3per centof total receipts) in 2009-10.

The rate of growth of debt capital receipts deaddsom 152.9(per centin 2008-09

to (-) 23.91per centin 2009-10 while the ratio of growth of non-delpdal receipts
increased from (-) 12.5@er centin 2008-09 to (-) 5.7per centin 2009-10.

The rate of growth of debt capital receipts incegh$rom (-) 57.05per centin
2005-06 to () 23.9per centin 2009-10 while the rate of growth of GSDP inGes
from 9.25per centin 2005-06 to 11.08er centin 2009-10.

10
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The rate of growth of non-debt capital receiptgeased from (-) 97.2fer centin
2005-06 to (-) 5.7per centin 2009-10.

1.3.2 Funds Transferred to State Implementing Agencies teide the State
Budgets

The Central Government has been transferring alsiegequantum of funds directly to
the State Implementing Agenctésfor the implementation of various schemes/
programmes in social and economic sectors critfcal the human and social
development of population. During 2009-10, the Goreent of India has transferred
an approximate amount &5,079.29 crore directly to the Implementing Agescie
(detailed in Appendix 1.4. Significant amounts released for major prograsime
schemes are detailedTiable 1.5

Table-1.5: Funds transferred directly to State Impementing Agencies

(Xin crore
Programme/Scheme Implementing Agency in the State Funds transferred
by the GOI during
2009-10
MPs Local Area Development Schen| Deputy Commissioners 37.00
National Rural Health Mission State Health Society, Assam 702.09
(NRHM) (Centrally Sponsored)
Pradhan Mantri Gram Sadak Yojal Assam State Road Board, Guwabhati 700.00
(PMGSY)
Research and Developme| Assam Agricultural University, Jorha 39.36
Department of Biotechnology Indian Institute of Technology, Guwaha
Tezpur University, Tezpur; B.Baroog
Cancer Institute, Guwahati; Gauh
University, Guwahati; Rain Forest Resea
Institute, Jorhat, Assam etc.
Integrated Watershed Managemg State Level Nodal Agencies, Assam 4 21.52
Programme (IWMF DRDA
Sarva Siksha Abhiyan (SSA) Assam Sarva Siksha Abhiyan Mission 474.80
Rural Housing (IAY) DRDAs 666.51
National Rural Employment Guarant{ DRDAs 778.89
Scheme (NREGS)
Indian Institute of Technology Indian Institute of Technology, Assar 54.60
Guwabhati
Redevelopment of Hospitals/ Lokopriya Gopinath Bordoloi Regiond 36.00
Institutions Institute of Mental Health, Tezpur
National Food Security Mission Assam Small Farmers Agri-Busine 36.16
Consortium
Transport Subsidy Scheme North Eastern Development Finan 379.05
Corporation Ltc
National Institute of Technology (NIT] National Institute of Technology, Silcha 37.00
Assam
Swarnajayanti Gram Swarazg| DRDAs 177.34
Yojana (SGSY)
Central Rural Sanitagtion Scheme State Water & Sanitation Mission, Assa 67.30
DRDA Kokrajhar, Assam
Assam Gas Cracker Project Brahmaputra Crackers & Polymer Ltd. 316.31
Accelerated Rural Water Suppl|yState Water & Sanitation Mission, Assam 231.77
Scheme
DRDA Administration DRDAs 19.85

2 state Implementing Agencies include Organisation/Institutimcluding Non-Government
Organisation which is authorized by the State Governmergciive the funds from the Government
of India for implementing specific programmes in that&e.g, State Health Society for NRHM and
State Implementing Society for SSA etc.

11
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Total ‘ 4,775.55

Source: ‘Central Plan Scheme Monitoring System’ portah Controller General of Accounts’
website

Table 1.5shows that an amount ¥#,775.55 crore (94.0@er centof the total funds
transferred) was given for (i) National Rural Empltent Guarantee Scheme
(NREGS) (15.33 per cenj, (ii) National Rural Health Mission (NRHM)
(13.82per ceny, (iif) Pradhan Mantri Gram Sadak Yojana (PMGSY3.{78per cenj
and (iv) Rural Housing (Indira Awaas Yojana) (13@& cenj during 2009-10. With
the transfer of an approximate amoun®5f079.29 crore directly by GOI to the State
Implementing Agencies, the total availability ofagt resources during 2009-10 had
increased fron¥32,737 crore t&37,816 crore. It is evident from the above fact tha
there is no singly agency monitoring the funds atlyetransferred by the GOI and
there is no readily available data on how muclcttsally spent in any particular year
on major flagship schemes and other important sesemhich are being implemented
by the State Implementing Agencies and funded tyrdry the GOI and therefore,
utilization of these funds remain to be verified Aydit to establish accountability of
the State Government for these funds.

An analysis on how these funds are being transfearel utilized for the purposes for
which they are sanctioned, is carried out basetherata/information obtained from
two unitsviz. National Rural Health Mission (NRHM) and Sarv&ksbia Abhiyan
(SSA) which revealed the following:

. National Rural Health Mission (NRHM)

The State Health Society is registered under tlae8es Registration Act, 1860. The
activities of the NRH Mission in the State are meafrout through the Society headed
by the Mission Director, NRHM, Assam at the Stateel.

Records of the Society disclosed that during 2009815 crore was received by the
Society from GOI for implementation of various pragimes under NRHM against
X702.09 crore actually released during the year 2M09Programme-wise details of
receipt and expenditure are given below:

Table 1.6: Scheme-wise receipt and expenditure und&RHM for the year 2009-10

(R in crore)
Name of the Name of the Amount Amount received | Expenditure
Implementing Scheme/Programme released by by the incurred
Agency GOl during Implementing during the
2009-10 | Agency from GOI year
State Healtt| (i) Reproductive and Chil 314.6¢ 227.5¢ 183.8:
Society Health Flexible Pool
(i) NRHM Flexible Pool 363.92 363.92 419.04
(iii) Routine Immunization 12.85 12.85 8.93
(iv) Integrated Pulse Poli 10.6% 10.6% 10.6%
Immunization
Total 702.09 615.00 622.47
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Source: As per information furnished by the Mission i@ctor, NRHM, Assam

During 2009-10, the State Health Society receR@t5 crore against GOI release of
%702.09 crore. The reason for non-receipt of balaameunt oR87.09 crore from
GOl was neither on record nor stated.

It was observed that the State Health Society necuexpenditureTable 1.9 of
622.47 crore on the various components under NRiNhd 2009-10. The excess
of ¥7.47 crore was met from the unutilized funds ofthevious years and State share
for NRHM. However, the Utilisation Certificates (W@ to the Ministry/GOI for
%622.47 crore for the year 2009-10 has not been stdzshfAugust 2010).

The Society stated (August 2010) that the UtilmatCertificates for the year 2009-10
would be furnished after completion of Statutorydiu

. Sarva Siksha Abhiyan (SSA)

The SSA programme is implemented by the State Imgding Society headed by
the Mission Director, Assam Sarva Siksha Abhiyasdiin, Assam.

The Table 1.7 below shows the component-wise funds receivisda-vis releases
under SSA Programme during 2009-10:

Table 1.7: Status of funds receivedis-a-visreleases during 2009-10 under SSA

(X in crore)
Name of the Fund Released Fund Received by the Expenditure
Scheme Director incurred

Central | State | Total | Central | State Total

Sarva Siksha 474.80| 66.37| 541.17| 474.80| 66.37| 541.17 481.82
Abhiyan

National 0.36
Programme ol
Education for,
Girls at
Elementary
Level
(NPEGEL)

Kasturba 7.62
Gandhi Balika
Vidyalaya*
(KGBV)

Total 474.80] 66.37| 541.17| 474.80) 66.37| 541.17 489.80

Source: As per information furnished by the Mission @ictor, SSA
*During the year 2009-10, GOI had released share for KastGidndhi Balika Vidyalaya (KGBV)
along with SSA.

During 2009-10, Government of India (GOI) releas&474.80 crore for
implementation of various programmes under SSA ha 6tate and the State
Implementing Society received the same amount. Sdwety utilizedk489.80 crore
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(SSA:X481.82 crore; NPEGEIX0.36 crore and KGBVR7.62 crore) during 2009-10
but the information regarding submission of Utitina Certificates of the fund
received from the Ministry of Human Resource Depgaient is yet to be furnished
(September 2010) by the Mission Director, SSA. Mesz, the information regarding
utilization of balance fund &¥51.37 croreY541.17 crore ¥489.80 crore) was also
could not be furnished by the Mission Director, SSA

1.4 Revenue Receipts

Statement-11 of the Finance Accounts details themae receipts of the Government.
The revenue receipts consist of its own tax andtagmevenues, central tax transfers
and grants-in-aid from the GOI. The trends and cusitipn of revenue receipts over
the period 2005-10 are presentedAppendix 1.5and also depicted i€hart 1.3
andl.4respectively.

Chart 1.3: Trends in
22000

20000
18000

16000

(X in Crore)
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Chart 1.4: The composition of Revenue Rec
® in crore)

22720 5190
2753| 5339 6805

1.4.1 General Trends

. The revenue receipts of the State grewby07 crore over the previous year.
The growth was subdued at pér centas against the average annual growth
of 13 per centduring 2005-10. The sluggish growth in revenuesifgs was
due to the overall slowdown in the economy whiclpacted the State’s own
taxes and also the State’s share of Union taxeslatnes.

. About 39 per centof the revenue receipts during 2009-10 have come f
State’s own resources while central tax transferd grants-in-aid together
contributed 6Jper cent

. The increase 0o¥1,807 crore in revenue receipts (@6r cen} did not keep
pace with the increase 36,989 crore in revenue expenditure (490@¥ cen}.

. Tax revenue constituted 25.Q&r centof the total revenue receipts and
increased byk837 crore during 2009-10 recording a growth rate20f17
per centover the previous year. The percentage of tax exém total revenue
receipts ranged between 21.92 and 2@p&3centduring 2005-10.

. Non-tax revenue receipts constituted 13;8% centof the total revenue
receipts and increased ®%81 crore recording a growth rate of 21def cent
over the previous year. Non-tax revenue as a pt&gerof revenue receipts
ranged between 12.11 and 133 centduring 2005-10.

. Non-tax revenue during 2009-10 includ&l1 crore received as debt waiver
from Government of India.

The trends in revenue receipts relative to GSDRpeeeented iTable 1.8
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Table 1.8: Trends in Revenue Receipts relative to &DP

2005-06 | 2006-07 2007-08 2008-09| 2009-10

Revenue Receipts (RR) 12,045 13,667 15,325 18,077 19,884
(X in crore)
Rate of growth of RRper cent) 21.21 13.46 12.13 17.96 10.00
Rate of growth of Own Taxes 19.13 7.77 () 3.56 23.55 20.1y
(per cent)
RR/GSDP per cent 20.8: 21.2¢ 21.4C 22.8( 22.5¢
Buoyancy Ratios®
Revenue Buoyancy w.r.t GSDP 2.29 1.18 1.09 1.68 0.91
State’s Own Tax Buoyancy w.r.t 2.07 0.68 () 0.32 2.21 1.83
GSDP
Gross State Domestic Product 57,817 64,429 71,625 | 79,277 88,023
(X in crore)
Rate of growth of GSDP 9.25 11.44 11.17 10.68 11.03

. The GSDP at current prices was estimated to ineréasn379,277 crore in

2008-09 to %88,023 crore in 2009-10, representing an increase o

11.03 per cent However, the rate of growth of revenue receiftewsed a

declining trend despite the increase in GSDP, atthg that the State’s aim to
widen the tax base and augment revenue could naicbieved during this
year.

. Revenue buoyancy with reference to GSDP and Statetax buoyancy with
respect to GSDP comedown during the current yelmally growth rate of
revenue should be higher than GSDP growth rat@atoover time the budget
can be better balanced. If the State’'s own taxes baroyant, than the
Government will be in a better position to plan exgiture and improve
welfare of the people.

1.4.2 State’s Own Resources

As the State’s share in central taxes and grartsdirare determined on the basis of
recommendations of the Finance Commission, coliactif central tax receipts and

central assistance for plan schemes etc, the Stptgformance in mobilization of

additional resources should be assessed in ternits @wn resources comprising

revenue from its own tax and non-tax sources. Tiwssgcollection in respect of

major taxes and non-tax revenue and their perceraag also expenditure during
2005-10 is presented iAppendix 1.5 Appendix 1.6 (A) & (B)also presents the

component-wise tax and non-tax revenue for thesy2@@5-10.

The tax revenue of the State increased fR&)232 crore in 2005-06 4,987 crore
in 2009-10 at an annual average rate of 1@8&6cent While the non-tax revenue
(NTR), which constituted 13.8per centof the total revenue receipts, increased by

3Buoyancy ratio indicates the elasticity or degree gioesiveness of a fiscal variable with respect to
a given change in the base variable. For instance, revaimyancy at 0.91 implies that revenue
receipts tend to increase by 0.91 percentage poirke (5SDP increases by oper cent

16



Chapter-1 State Government Finances

3481 crore during 2009-10 recording a growth rate2@fl7 per centover the
previous year. The non-tax revenue of the Govermnteming 2009-10 is also
inclusive of%211 crore received as debt waiver from the GoventrogIndia under
DCRF, which constituted over ger centof non-tax receipts under general services
and was booked under the head ‘Miscellaneous GeSerdices’.

Central tax transfers increased B$49 crore from%5,190 crore in 2008-09 to
35,339 crore in 2009-10 and constituted 26085 centof the revenue receipts during
the year.

The details of Grants-in-aid from the GOI are giwemable 1.9.

Table 1.9: Grants-in-aid from the GOl

(X in crore)
2005-06| 2006-07| 2007-08| 2008-09| 2009-10
Non-Plan Grants 948 709 88p 1021 15P3
Grants for State Plan Scher 2,67¢ 2,754 2,97¢ 4,191 3,99t
Grants for Central Plan Schemes 40 188 134 55 40
Grants for Centrally Sponsored Scheme 525 721 722 993 1032
Grants for Special Plan Schemes 111 54 192 205 145
Total 4,297 4,426 4,913 6,465 6,805
Percentage of increase over previous ye 20.40 3.00 11.00 31.62 5.26
Percentage of Revenue Receipts 36 32 32 36 34

Grants-in-aid from the GOI increased by 56 centfrom 6,465 crore in 2008-09
to 36,805 crore in 2009-10. Within the plan grants, leshgrants for State Plan
Schemes, Central Plan Schemes and Special Plam8siaecreased 196 crore
(five per cent) X15 crore (27per cent)andI60 crore (29per cent)respectively,
grants for Centrally Sponsored Schemes increasedoby per cent339 crore
(four per cen). The major increases under Centrally Sponsoré@i8es were due to
implementation of Integrated Child Development 8\SchemesI@9 crore), Post
Matric Scholarship for ST student$26 crore), Rural Sub Centre$3é crore) and
Infrastructural facilities for Judiciar®{4 crore). A part of the increase, was however,
offset by decrease in implementation of Family \&edf ProgrammeZR1 crore) and
Accelerated Rural Water Supply Programn¥85( crore). The Non-Plan grants
(X1,593 crore) to the State constitute@3 centof the total grants during the year, of
which, 59per cent(R947 crore) was provided under the proviso to Agti2¥5 (1) of
the Constitution. Other components of non-plan gramainly included (i) grants for
General Security related expenditu¥é{ crore), (ii) grants towards compensation for
loss of revenue on account of CST/VAI3{9 crore), (iii) contribution to Calamity
Relief Fund Y163 crore) and Rehabilitation of surrendered nmtgaR four crore).
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1.4.3 Cost recovery in supply of merit goods ant/ges

The current levels of cost recovery (non-tax reereceipts as a percentage of non-
plan revenue expenditure) in supply of merit goadd services by Government were
negligible, as depicted ifiable 1.10

Table 1.10: Cost recovery: 2009-10

® in lakh)
Non-tax revenue | Non-plan revenue | Cost Recovery
receipts expenditure (per cenj
Elementary Education 73 2,30,145 0.03
Medical and Public Heal 71C 97,42¢ 0.7:
Water Supply & Sanitation 68 21,499 0.32
Roads & Bridges 7,986 45,836 17.42
Minor Irrigation 74 18,936 0.39

As can be seen from above table, while the cosivery for Roads and Bridges

during 2009-10 was 17.4@er cent for Elementary Education, Medical and Public
Health, Water Supply & Sanitation and Minor Irriget the percentages were
0.03, 0.73, 0.32 and 0.39 respectively. While cesbvery from social services like

education and health are expected to be lower ttienof economic services, it is a
matter of concern that compared to 2005;060st recovery has fallen in all

categories except roads and bridges and minoratroig in 2009-10. Incremental

raising of user charges will facilitate sustainaptevision of these services over a
period of time.

1.4.4 Evasion of taxes

During 2009-10, evasion of tax (including interesmthounting t&€45.55 lakh due to
concealment of turnovek3.23 crore) in two cases was reported by the Gowvent.
Thus, the State had suffered a revenue lo3d9565 lakh.

1.45 Write off / waivers of revenue

During the year 2009-10, demands ¥@2.29 lakh in 284 cases aRf2.27 lakh in
53 cases, relating to Assam General Sales Tax (AM¥8lie Added Tax (VAT) and
Central Sales Tax (CST) were written off by thedfice (Taxation) Department/
Government as irrecoverable due to the reasonesatedi inTable 1.11.

Table 1.11: Reasons for write off/waiver of revenue

®in lakh)
Reasons No. of cases Amount
AGST/VAT CST | AGST/VAT CST
Whereabouts of defaulters not known 260 47 29.98 50.70

4 Elementary Education: 0.1%r cent Medical and Public Health: 1.2%r cent Water Supply &
Sanitation: 0.59er cenf Roads & Bridges: 15.60er centand Minor Irrigation: 0.1per cent
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Defaulters are no longer ali 19 2 6.67 0.8
Defaulters not having any property 3 2 5.43 0.p7
Defaulters adjudged insolvent 1 - 0.03 -
Other reasons 1 2 0.18 0.45
Total 284 53 42.29 52.27

Source: Commissioner of Taxes, Assam
1.4.6 Revenue arrears

The arrears of revenue as on 31 March 2010 in césgesome principal heads of
revenue as furnished by the Departments amountetll,®/0.64 crore of which
¥524.04 crore was outstanding for more than fivey@a mentioned iable 1.12

Table 1.12: Arrears of revenue

(X in crore)

S| | Heads of Amount Amount Remarks

No. | revenue outstanding outstanding
as on for more than
31 March five years as
2010 on 31 March
2010

1 Land 89.78 17.95 Due to non-partition of joint pattas and non-
Revenue payment by the landowners affected by flgod

and erosion.

2 | Geology 2.97 0.33 | Due to non-payment of royalty on coal by
and AMDCL and limestone by NECEM and
Mining Vinay Cements Ltd.

3 Sales 1,777.89 505.76 Due to non-payment tax by some dealers in
Tax/VAT time and non-disposal of pending cases with

High Courts/Supreme Court/Board pf
Revenue and with Appellate/ Revisional
Authority.
Total 1,870.64 524.04
1.5 Application of Resources

Analysis of the allocation of expenditure at thet&tGovernment level assumes
significance since major expenditure responsibdgitare entrusted with them. Within

the framework of fiscal responsibility legislatigrieere are budgetary constraints in
raising public expenditure financed by deficit @rfowings. It is, therefore, important

to ensure that the ongoing fiscal correction antsotidation process at the State level
is not at the cost of expenditure, especially edjgare directed towards development
and social sectors.

1.5.1 Growth and composition of expenditure
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The total expenditure and its compositions durimg years 2005-06 to 2009-10 are

presented in théable 1.13

Table 1.13: Total expenditure and its compositions

(R in crore)
2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10

Total Expenditure 11,727 12,990 14,576 16,705 23,960
Revenue Expenditure 10,536 11,456 12,744 14,243 21,232
Of which, Non-plan Revenye 8,407 9,794 10,677 11,133 17,063
Expenditure
Capital Expenditure 1,085 1,453 1,688 2,373 2,629
Loans and Advances 106 8 143 89 99

Chart 1.5 presents the trends in total expenditure over mogheof five years
(2005-10) and its composition both in terms of wewwic classification’ and
‘expenditure by activities’ is depicted @hart 1.6 andChart 1.7 respectively.

26000
24000
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Chart 1.5: Total Expenditure: Tre
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Chart 1.6: Total Expenditu:
Share of its Compo

Chart 1.7: Total Expenditu:
‘Activities'

Share in per cent

The total expenditure of the State increased frRi,727 crore in 2005-06 to
323,960 crore in 2009-10 at an annual average f&26.86per centand increased by
43.43per centfrom 16,705 crore in 2008-09 &23,960 crore in 2009-10. The total
expenditure, its annual growth rate, the ratioxgfemditure to the State GSDP and to
revenue receipts and its buoyancy with respect 3 and revenue receipts are
indicated inTable 1.14

Table 1.14: Total expenditure — basic parameters

2005-06 | 2006-07| 2007-08| 2008-09| 2009-10
Total Expenditure (TE) (R in crore) 11,727 12,990 14,575 16,705 23,960
Rate of growthger cen} (-) 12.38 10.77 12.20 14.61 43.43
TE/GSDP ratiofer cen} 20.28 20.16 20.3% 21.07 27.22
RR/TE ratio per cen) 102.7:| 105.27| 105.1f| 108.2! 82.9¢
Buoyancy of Total Expenditure with reference to:
GSDP (ratio) (-) 1.34 0.94 1.09 1.37 3.94
RR (ratio) () 0.58 0.8( 1.00 0.41 4.34

The increase oX7,255 crore (43.4%er cenj in total expenditure in 2009-10 was
mainly on account of an increase ¥6,989 crore in revenue expenditure and
3256 crore in capital expenditure together with aréase of%¥10 crore in
disbursement of loans and advances.

The increase in revenue expenditure was mainly on:

. Pensions and Miscellaneous General Servi€és/44 crore) of which major
increase of expenditure ¥1,412 crore was under Miscellaneous General
Services due to payment of arrear pay to the Skateernment Employees in
accordance with the recommendation made by thé Sitette Pay Commission.

. Education, Sports, Art and Cultur&l(148 crore) of which major increase of
expenditure oR1,056 crore was under General Education due teaser in
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expenditure under (i) Government Primary Schoaly, Government Middle
Schools, (iii) Financial assistance to Non-Governimastitutions, (iv) Assam
Sarva Siksha Abhiyan and (v) Madrasa education etc.

. Administrative Servicest(,019 crore) of which major increase of expenditure
of I498 crore was under Secretariat General Servicaslynan account of
increase in expenditure in respect of General Adstiation Department,
Department of Personal and Administrative Reforrfnance (General)
Department and adjustment of expenditure from Ofpense of earlier years.

. Social Welfare and NutritionI{44 crore) of which major increase of
expenditure oR415 crore was due to transfer of fund in respecNafional
Calamity Contingency Fund granted by the Governmeitindia during
2008-09 to Calamity Relief Fund during 2009-10.

. Health and Family Welfar&$86 crore) of which major increase of expenditure
of 552 crore was due to increase in expenditure agBisgrict Establishment,
Headquarters Establishment, Primary Health Centeder Guwahati Medical
College, Regional Dental College, Guwahati, Barpd&alical College, Tezpur
Medical College, Jorhat Medical College etc.

The increase in capital expenditureduring 2009-10 was mainly on account of fresh
expenditure Y209 crore) incurred against Accelerated IrrigatBenefit Programme
and increase in expenditure under (i) flow irrigati(ii) Scheduled Caste component
plan and rationalization of minor irrigation anaitsitics. There was also increase of
%105 crore under flood control project in hill distrand fresh expenditure against
embankment. The overall increase of expendituR26® crore in capital expenditure
under economic services was partly offset by deere@224 crore) in capital
expenditure against externally aided project (Asidevelopment Bank),
Hydroelectric projects under Rural InfrastructureevBlopment Fund-XI and
investment in Public Sector & other undertakingdampower projects.

The increase in disbursement of loans and advancelsiring 2009-10 was mainly
due to increase in loans for Consumer IndustR&$6 (crore) and loans for Urban
DevelopmentY13 crore) which was however, set off by decreasgishursement of
loans and advances to Power Projegt3(crore), loans for General Financial and
Trading Institution 10 crore) and loans to Government Servahtang crore).

The pattern in total expenditure in the form of plan and non-plan expenditure
during 2009-10 reveal that non-plan expendituretrdmuted dominant share of
72 per centwhile the plan expenditure was @8r cent Moreover, of the increase of
X7,255 crore in total expenditure, plan expendighared 1%9er centX1,344 crore)
while non-plan expenditure contributed 8dr centX5,911 crore) in 2009-10.
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The decrease in ratio of revenue receipts to texgenditure from 108.21 per cent in
2008-09 to 82.99 per cent in 2009-10 is to be vekinehe light of the unprecedented
increase of?1,552 crore in grants-in-aid during 2008-09 ove10Z808. The buoyancy

of total expenditure with reference to GSDP rose3i®4 during 2009-10 due to

increase in the rate of growth of total expenditasecompared to the rate of growth
of GSDP. Similarly, the buoyancy ratio of total emgiture to revenue receipts rose
to 4.34 in 2009-10 indicating increase in expenditat a pace greater than the
receipt.

15.2 Trends in total expenditure in terms of adtigs

In terms of activities, total expenditure could dgmnsidered as being composed of
expenditure on General Services including intepestments, Social and Economic
Services, Grants-in-aid and loans and advancestiiRelshares of these components
in the total expenditure are indicatedTiable 1.15

Table 1.15: Components of expenditure — relative sines

(in per cenj

2005-06 | 200€¢-07 | 200708 | 200¢&-09 200¢-10
General Services 35.91 33.30 34.08 32/34 35.
Of which, Interest Payments 12.88 11.67 10.37 9.54 7.65
Social Services 34.38 35.66 35.84 37,96 37.5
Economic Services 28.71 30.36 29.04 28.29 24.46
Grant«in-aid 0.1C 0.0€ 0.0¢ 0.8¢ 2.3(C
Loans and Advances 0.90 0.62 0.98 0.53 0.41

The movement of the relative shares of the abowmpoments of expenditure
indicated that the shares of general services eamtgin-aid in the total expenditure
increased during 2009-10 over the previous yeaes&hincreases were set off by
decrease in the respective shares of social sepvo®nomic services and loans and
advances.

The expenditure on general services and intergghgats, which are considered as
non-developmental, together contributed 35(@& centin 2009-10 as against
32.34 per cent in 2008-09. On the other hand, development expearedi
I.e., expenditure on social and economic serviceshegaccounted for 62er centin
2009-10 as against 66.p&r centin 2008-09. This indicates that there was decrease
in development expenditure and increase in nonidpugent expenditure in
comparison to previous year.

153 Revenue Expenditure

Revenue expenditure had predominant share in tetglenditure. Revenue
expenditure is increased to maintain the currerdllef services and payment for the
past obligation and as such does not result inaaation to the State’s infrastructure
and service network. Revenue expenditure had tledopninant share of around
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89 per centin the total expenditure during the period 2005-IBe overall revenue
expenditure, its rate of growth, the ratio of rewerexpenditure to GSDP and to
revenue receipts and its buoyancy is indicatefhinle 1.16

Table 1.16: Revenue expenditure — basic parameters

(X in crore)

2005-06 | 2006-07 | 2007-08 | 2008-09 | 2009-10

Revenue Expenditure (RE), of 10,536 11,456 12,744 14,243 21,232
which

Non-Plan Revenue Expenditu 8,407 9,794 10,677 11,133| 1,7063
(NPRE)

Plan Revenue Expenditure (PRE) 2,129 1,662 2,067 3,110 4,169

Rate of Growth of

RE (per cen} 3.00 8.73 11.24 11.76 49.07
NPRE per cen} 2.42 16.50 9.02 4.27 53.27
(PRE) per cen) 5.34| (-)21.9¢ 24.3i 50.4¢ 34.0¢

Revenue Expenditure é 89.84 88.19 87.44 85.26 88.61
percentage to TE

NPRE/GSDP per ceni) 14.5¢ 15.2( 14.91 14.0¢ 19.3¢
NPRE as percentage of TE 71.69 75.40 73.26 66.64 71.21
NPRE as percentage of RR 69,80 71.66 69.67 61.59 85.81
Buoyancy of Revenue

Expenditure with

GSDP (ratio) 0.39 0.76 1.01 1.10 4.45
Revenue Receipts (rat 0.14 0.6 0.92 0.6 4.91

The overall revenue expenditure of the State irs@éaby 101.5%er centfrom
310,536 crore in 2005-06 21,232 crore in 2009-10 at an annual average fate o
20.30 per centand increased frorR14,243 crore in 2008-09 121,232 crore in
2009-10.

The NPRE constituted a dominant share of more 8@per centin the revenue
expenditure and has increasedBy930 crore over the previous year. The increase in
NPRE during the current year was mainly due todase in expenditure under
Administrative General Service¥1(183 crore), Pensions and Miscellaneous General
Services1,744 crore), Education, Sports, Art and Cultd@® @16 crore), Health and
Family Welfare ¥347 crore), Social Welfare and Nutritior¥564 crore) and
Agriculture and Allied Activities{128 crore).

The PRE increased 34,059 crore fron¥3,110 crore in 2008-09 4,169 crore in

2009-10 mainly due to increase in expenditure inalthe and Family Welfare

(X239 crore), Water Supply, Sanitation, Housing andbad Development
(X100 crore), Social Welfare and NutritioR189 crore), Agriculture and Allied
Activities (144 crore), Rural Developmenf121 crore) and Special Areas
Programmes(06 crore).
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The buoyancy of revenue expenditure with referetacdboth GSDP and revenue
receipts fluctuated widely. This increase was d@uthé fact that NPRE largely forms
committed expenditure of the Government and carnstt dominant share in the
revenue expenditure.

Table 1.17 provides the comparative position of N®lan Revenue Expenditure
(NPRE) with reference to assessment made by TFC #rprojections of the State
Government for last five years (2005-06 to 2009-10)

Table 1.17: mparative position of Non-Plan Revenue Expenditugs-a-vis
assessment made by TFC and projections of the SGieernment

(X in crore)

Year Assessment made by tA&C Assessment made by the Statq  Actual
Government in
FCP Budget 2009-10

2005-06 7,567 10,338 10,338 8,407
2006-07 8,182 12,653 12,653 9,794
2007-08 9,141 12,83: 12,45: 10,667
200¢-09 9,86: 13,26¢ 14,67( 11,13
200¢-10 10,64’ 13,66¢ 22,62 17,06

The NPRE remained significantly higher than thenmative assessments made by
TFC while it was lower than the projections of tB&te Government in its Budget
during 2005-06 to 2009-10. Except during 2009-1(RRE was less than the
projections of the State Government in its FCP ik the four years
(2005-06 to 2008-09).

1.5.4 Committed Expenditure

The committed expenditure of the State Governmentrevenue account mainly
consists of interest payments, expenditure on isalaand wages, pensions and
subsidiesTable 1.18and Chart 1.8 present the trends in the expenditure on these
components during 2005-10.

Table-1.18: Components of Committed Expenditure

(R in crore)
Components of
Committed Expenditure 2005-06 2006-07 | 2007-08 2008-09 | 2009-10
Salaries & Wage<Of 4,238 4,684 5,241 5,842 8,193
which (35.18) (34.27) (34.20) (32.32) (41.20)
Non-Plan Head 3,883 4,484 5,068 5,584 7,866
Plan Head 35E 20C 172 25€ 327
Expenditure on Pensions i e Lenn e o JleE]
P (8.39) (8.62) (8.75) (7.95) (8.90)
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Interest Pavments 1,51(C 1,51¢€ 1,51z 1,59: 1,83:
Y (12.54) (11.09) (9.87) (8.81) (9.22)
. 26 38
Sy (0.14) (0.19)
expenditure (31.36) (29.84) (30.34) (29.57) (47.27)
Total 10,536 11,456 12,744 14,243 21,232
(87.47) (83.82) (83.16) (78.79) (106.78)
Figures in the parentheses indicate percentage to Re\RecEpt
* Plan Head includes the salaries paid under Centrally Sponsorech&she
Source: Finance Accounts and information furnished by AB&E), Assam.

Chart 1.8: Share of Committed Expenditure in Non-P
during 2005-10
(X in Crore)

hare in per cent

(A)  Salary and Wage expenditure

Salariesand wages alone accounted for more thapeflcentof revenue receipts of
the State during the year. It increased by aboupeérlcentfrom 35,842 crore in
2008-09 08,193 crore in 2009-10. Salary expenditure undem-plan head during
2009-10 increased I%2,282 crore (40.8per cen} over the previous year whereas
the salary expenditure on plan head increaset6bBycrore (26.74er cen} over the
previous year. Non-plan salary expenditure ranggd/éen 91.62 and 96.7@r cent
of total expenditure on salaries during 2005-10pdixditure on salaries during
2009-10 was more ®B59 crore (11.7per cen} than assessed 1,334 crore) by the
State Government in its FCP and lessBy972 crore (32.6%er cen} against the
projection oR12,165 crore in FYFPThe expenditure on salaries was 46.47 per cent
of the revenue expenditure, net of interest payngeand pension as against TFC
norm of 35 per cent and constituted 55.84 per cefitotal tax and non-tax revenue
and devolutions from GOl except Plan Grants during009-10. Increase of
32,351 crore in salary expenditure was mainly duglémentation of State Pay
Commission by the State Government during 2009-10.

(B) Interest Payments
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Interest payments increased by 15.@ér centfrom 1,593 crore in 2008-09 to
%1,833 crore in 2009-10. The interest payment oerial debtI1,353 crore), loans
and advances from Central Governm&i5{ crore ) and Small Savings, Provident
Fund etc.3323 crore).

The interest payments with reference to assessmewte by the TFC and the
projections of the State Government in its FCP RYieiP (Table 1.19 indicates that
the State Government was successful in restridtieginterest payment within the
assessments of TFC and State projections during-20Gand 2009-10The interest
payment relative to revenue receipts at 9.22 pentceas well within the norm
of 15 per cent recommended by TFC to be achievednduthe award period.

Table-1.19: Interest Payments vis-a-vis TFC assesent and State Projections

(X in crore)
Year Assessment mad Assessment made by the State Actual
by theTFC Government in
FCP FYFP
2008-09 1,968 2,576 1,911 1,593
2009-10 2,115 2,756 2,108 1,833

The major sources of borrowings of the State Gawemt were (i) Loans from the
Centre, (ii) Market loans, (iii) Loans from the B@nand Financial Institutions,
(iv) Loans from Small Savings and Provident Fundd &) Loans from National
Small Savings Fund of Central Government.

During 2009-10, the State Government raised opekehéans oR1,910 crore at an
average interest rate of 8.4€r cent Government also borrowet862 crore from

National Small Savings Fund and other institutiansl¥40 crore from Government
of India.

(C) Pension Payments

Pension payments grew at an annual average rdtepsr centfromI1,011 crore in
2005-06 to 1,769 crore in 2009-10. Pension paymaluse accounted for nearly
nine per centof revenue receipts of the State during the yeat imcreased by
3332 crore (23.1(@er cen} over the previous year. IncreaseX882 crore in pension
payments during 2009-10 over the previous year mamly due to increase in
expenditure under Superannuation and Retirememwalhces Y115 crore), Family
Pension 121 crore), Gratuity I65 crore) and Leave Encashment Benefits
(X33 crore). A part of increase was offset by dea@eapayment of Commuted Value
of pension ¥ four crore). The State Government had introduddd ‘New Defined
Contribution Pension Scheme’, 2009 and would belieadge to all new entrants
joining State Government Services on regular bagénst vacant sanctioned post(s)
on or after 1 February 2005 in order to limit futyrension liabilities.
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The Table 1.20 below shows the actual pension payments with eafss to
assessment made by the TFC and projections oftéte Government.

Table-1.20: Actual Pension Payments vis-a-vis TFGsaessment and State Projections

in crore)
Year Assessment mad Assessment made by the State Actual
by theTFC Government in
FCP FYFP
2008-09 1,607 1,617 1,537 1,437
2009-10 1,768 1,698 2,337 1,769

Pension payments wad one crore more than the normative assessments BET
and Y71 crore (4.18 per cent) more than the projectionsade by the State
Government in its FCP during 2009-10 while it w&568 crore (24.30 per cent) less
than the projections made in FYFPThe effect of implementation of State Pay
Commission had impacted the pension liabilitieshef Government as evident from
the table above. However, the large gap of penpayments with reference to
projections of the State Government in FYFP furgm@phasized the need of working
out the pension liabilities on actuarial basis.

(D)  Subsidies

Table 1.18indicates that subsidies as a percentage of revesoeipts increased from
0.14 per centin 2008-09 to 0.19er centin 2009-10. Subsidies increased by
46.15per centfrom Y26 crore in 2008-09 1838 crore in 2009-10. During the current
year the Departments, which received subsidy, delCo-operation (29er cen},
Industries and Commerce (3der ceny and Welfare of Plain Tribes and Other
Backward Classes (4#r cen}). The State Government had not made any projection
of subsidy in its FCP and FYFP during 2009-10.

1.5.5 Financial Assistance by State Government ¢tatuls and other institutions

The quantum of assistance provided by way of grantsloans to boards and others
during the current year relative to the previouarges presented ifiable 1.21

Table 1.21: Financial Assistance to boards and othastitutions

(Xin crore)
Financial Assistance to 2005-06 | 2006-07 | 2007-08 | 2008-09 2009-10

Institutions BE Actual
Municipal Corporations/Urba 16.71 17.6¢€ 24.47 9.2t 137.0¢ 105.4]
Sewerage Board
Co-operative Societies and 0.04 0.04 1.64 0.10 0.10 0.34
Co-operative Institutions
Universities and Education 922.9( 892.5¢ | 822.5] 829.4( | 111331 955.4¢
Institutions
Assam State Electricity Board 81.26 70.53| 102.36 3.10 43.24 42.24
(ASEB)
Assam State Housing Board 1.42 1,34 1.34 0.08 1.13 1.64
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(ASHB)

Assam Khadi & Village 6.96 6.80 11.25 5.90 10.40 11.87

Industries Board

Urban Development Authori 33.8¢ 27.7¢ 0.1z 10.1(C 7.64 13.2¢

Other Institution 76.5¢€ 61.44 109.2: | 191.4¢ 277.5: 281.5:

Autonomous Councils 83.28 167.75 83.86 92,54 306.49 102.09
Total 1,223.01| 1,245.93| 1,150.83| 1,141.96| 1,896.86| 1,513.85

Assistance as percentage of RE 11161 10.88 0.03 8.02 6.48 7.13

The total assistance at the end of the year 2008atiOincreased by 23.%&r cent
over the level of 2005-06. The assistance to boams other institutions as a
percentage of total revenue expenditure had desudasm 11.6Jper centin 2005-06

to 7.13 per centin 2009-10. Financial assistance to universitied aducational
institutions alone constituted 6Ber cent of the total assistance of the State
Government during 2009-10.

1.6 Quality of Expenditure

The availability of better social and physical astructure in the State generally
reflects the quality of its expenditure. The imgrment in the quality of expenditure
basically involves three aspectdz, adequacy of the expendituree( adequate
provisions for providing public services), effic@n of expenditure use and the
effectiveness (assessment of outlay-outcome raktiips for select services).

1.6.1 Adequacy of Public Expenditure

The expenditure responsibilities relating to sos&dtors and economic infrastructure
are largely assigned to the State Governments. [fiseal priority (ratio of
expenditure category to aggregate expenditurdjasteed to a particular sector if it is
below the respective national averagable 1.22analyses the fiscal priority of the
State Government with regard to development expergdisocial sector expenditure
and capital expenditure during the current year.

Table-1.22: Fiscal Priority of the State during 200-10

Fiscal Priority of | AE/GSDP | DEY/AE | SSE/AE | CE/AE | Education/AE | Health/AE
the State
Al NE State’s 24.59 64.66 34.34 13.49 19.73 4.08
Average  (Ratio)
2005-08
Assam’s Average 20.28 63.97 34.55 9.25 21.48 3.50
(Ratio) 2005-06
All  NE State’s 31.6¢ 63.3¢ 36.8 14.2¢ 18.0¢ 5.9¢
Average  (Ratio)
2009-16
Assam’s Averagi 27.22 62.41 37.6¢ 10.97 18.9( 6.2€
(Ratio) 2009-10
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AE: Aggregate Expenditure DE: Development Expenditure SSE: SSaator Expenditure CE:
Capital Expenditure

# Development expenditure includes Development Revenue Expendibgnelopment Capital
Expenditure and Development Loans and Advances disbursed.

$ Excluding Manipur, Mizoram and Nagaland

Source: For GSDP, the information was collected from théat®’s Directorate of Economics and
Statistics and for the year 2009-10, the advance estimaterdigias shown in the ‘Economic Survey
2009-10’ of the Government of Assam has been adopted.

Table 1.22 shows the fiscal priority given by the Assam Goweent to various
expenditure heads in 2005-06 (the first year of Theelfth Finance Commission
Award Period) and the current year. 2009-10. The Government of Assam had a
much lower AE/GSDP ratio in both the years undersateration compared to the NE
States. In Social Sector expenditure involving it&@or componentsiz. Education
and Health, the Assam Government’s expendituredut&ion as a percentage of AE
was higher in both 2005-06 and 2009-10 than theSide’'s Average whereas the
expenditure on Health Sector as a percentage ofvd&lower in 2005-06 compared
to NE State’s Average. The expenditure on Health psrcentage of AE in 2009-10
had improved considerably bypassing the NE StaAgkrage. In regard to CE, the
ratio is lower in both 2005-06 and 2009-10 thanNie State’s Average. The DE/AE
ratio for Assam in 2005-06 and 2009-10 was lowemtlthe NE State’s Average
indicating that the Government had been attaclinggriority to economic services.

1.6.2 Efficiency of Expenditure Use

In view of the importance of public expendituredevelopment heads from the point
of view of social and economic development, it mmportant for the State
Governments to take appropriate expenditure rdimation measures and lay
emphasis on provision of core public and merit gbbdApart from improving the
allocation towards development expenditfirearticularly in view of the fiscal space
being created on account of decline in debt sergian recent years, the efficiency of
expenditure use is also reflected by the ratio apital expenditure to total
expenditure (and/or GSDP) and proportion of reveaxpenditure being spent on
operation and maintenance of the existing socidl @onomic services. The higher
the ratio of these components to total expendifanel/or GSDP), the better would be
the quality of expenditureWhile Table 1.23 presents the trends in development

15 core public goodsare which all citizens enjoy in common in the setfgat each individual's consumption of
such a good leads to no subtractions from any atickvidual's consumption of that good, e.g. enéonent of law
and order, security and protection of our rightsllytion free air and other environmental goods aodd
infrastructure etcMerit goodsare commodities that the public sector provides for at subsidized rates because
an individual or society should have them on theidaf some concept of need, rather than abilithwiflingness

to pay the government and therefore wishes to eageutheir consumption. Examples of such goodsidtecthe
provision of free or subsidized food for the pamstipport nutrition, delivery of health servicesrtprove quality

of life and reduce morbidity, providing basic ediima to all, drinking water and sanitation etc.

Brhe analysis of expenditure data is disaggregaténl development and non-development expenditure. Al
expenditure relating to Revenue Account, Capitatl@uand Loans and Advances is categorized intdakoc
services, economic services and general servicesadB, the social and economic services constitute
development expenditure, while expenditure on gdremnrvices is treated as non-development experditu
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expenditure relative to the aggregate expendittitbe State during the current year
vis-a-visbudgeted and the previous yearable 1.24provides the details of capital
expenditure and the components of revenue expeaditaurred on the maintenance
of the selected social and economic services.

Table-1.23: Development Expenditure

(X in crore)
Components of 2009-10
Development 2005-06 | 2006-07 | 2007-08 | 2008-09
Expenditure BE Actual
Development
Expenditure 7,502 (64)| 8,653 (67)| 9,596 (66)| 11,152 (67)| 18,847 (55)| 14,953 (62)
(atoc)
a. Development| 6,324 (54)| 7,146 (55)| 7,811 (54)| 8,730 (52)| 14,213 (42)| 12,302 (51)
Revenue
Expenditure
b. Development| 1,075 (9)| 1,430 (11)| 1,645 (11)| 2,337 (14)| 4,558 (13)| 2,554 (11)
Capital
Expenditure
c. Development| 103 (1) 77 (-)| 140 (1) 85 () 76 (-) 97 (1)
Loans and
Advances
Figures in parentheses indicate percentage to aggregatelempe

The share of development expenditure to aggreggteneliture exhibited relative
stability during the period 2006-09 but decreasednd the current year. During the
current year, though the State Government earmaskguer centof the estimated
aggregate expenditure for development expendithi® assessment was exceeded by
severper centat the end of the year. The relative share of lopweent expenditure to
total expenditure during 2005-10 is presenteGhiart 1.9.

Chart 1.9: Development expenditure for the yea
estimates vis-a-vis actual development

(% in crore)

H Development revenue expenditure E Development capital expenditure

O Development loans and advances

The development revenue expenditure increas&38»72 crore fron¥8,730 crore in
2008-09 t0312,302 crore in 2009-10. The increase under somgalices was
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32,699 crore while increase under economic servigas3I873 crore. The actual
development revenue expenditure was less than tdte’sS projection in budget by

31,911 crore.

The development capital expenditure increased@2ty7 crore fronk2,337 crore in
2008-09 taX2,554 crore in 2009-10. The increas&®62 crore in economic services
was set off by decrease in expenditure under sseraices b45 crore.

The development loans and advances increase®1Bycrore fromI85 crore in
2008-09 toX97 crore in 2009-10. The actual development loart advances was
more than the State’s projection in budge®B¥ crore.

Table 1.24 —Efficiency of expenditure use in selead social and economic services

(in per cent)

Social/ Economic 2008-09 2009-10
Infrastructure Ratio of CE | In RE, the share of | Ratio of In RE, the share of
to TE® S&W' | O&M¥ | CEtOTE [ S&W | O&M”
1 2 3 4 5 6 7
Social Services (SS)
Education, Sports, Art 0.04 19.27 - 0.03 15.27 0.24
and Culture
Health and Famil 0.27 3.0¢ - 0.3C 2.11 2.11
Welfare
Water Supply, 52.14 1.15 0.07 43.24 0.97 1.10
Sanitation & Housing
& Urban Development|
Other Social Services 0.08 1.54 - 0.15 1.15 0.03
Total (SS) 7.84 24.99 0.07 5.03 19.5( 3.58
Economic Services (ES)
Agriculture & Allied 0.42 2.72 - 0.68 1.72 1.85
Activities
Irrigation and Flood 62.57 1.93 - 69.05 0.71 0.34
Control
1 2 3 4 5 6 7

Special Areas 74.38 0.01 - 58.00 0.01 0.01
Programmes
Transport 56.64 1.94 0.67 55.46 1.51 4.32
Other Economig 27.35 1.42 - 14.72 1.14 0.59
Services

Total (ES) 38.93 8.02 0.67 35.86 5.09 7.11

Total (SS+ES) 21.11 33.01 0.74 17.19 24.59 10.64
TE: Total revenue and capital expenditure of the servicesetned; CE: Capital Expenditure; RE:
Revenue Expenditure; S&W: Salaries and Wages; O&M: Operé&iMaintenance.
@Total revenue and capital expenditure of the services comterne
®Excludes wages
¥ Appendix XII of Finance Accounts

The trends presented Trable 1.24reveal that development capital expenditure as a
percentage of total expenditure decreased froml2h.2008-09 to 17.19 in 2009-10.
While the share of salary and wages in revenue relipge decreased from
33.01per centin 2008-09 to 24.5¢er centin 2009-10, operations and maintenance
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in revenue expenditure increased from OpAt centin 2008-09 to 10.64er cent
in 2009-10.

The percentage of capital expenditure on socialices to total expenditure

decreased from 7.84 in 2008-09 to 5.03 in 2009-0@ percentage of capital

expenditure on economic services to total experalifdso decreased from 38.93 in
2008-09 to 35.86 in 2009-10. The decrease was yna@én under water supply,
sanitation, housing and urban development underlsservices and special areas
programmes under economic services.

The share of salary and wages in revenue expeadimrsocial services decreased
from 24.99per centin 2008-09 to 19.5@er centin 2009-10 and the share of salary
and wages in revenue expenditure on economic sardecreased from 8.@2r cent

in 2008-09 to 5.09er centin 2009-1¢". The decrease was mainly seen under
education, sports, art and culture under socialices while the decrease was seen
under agriculture and allied activities and irrigatand flood control under economic
services.

The share of operations and maintenance in reverpenditure on social services
increased from 0.0@er centin 2008-09 to 3.5er centin 2009-10 while the share of

operations and maintenance in revenue expenditureconomic services increased
from 0.67per centin 2008-09 to 7.1per centin 2009-10. The increase was mainly
seen under health and family welfare and water Iguppnitation, housing and urban

development under social services while the inereeass seen under agriculture and
allied activities and transport under economic ises:

1.6.3 Effectiveness of the Expenditure, i.e. Outla@utcome Relationship

Results of performance review indicating the outlagycome relationship are
inter-alia included in the State Stand-alone Report on Publstribution System
(PDS). The effectiveness of the expenditure asditbout in the review taken up
during 2009-10 covering the period from 2005-18ummarized below:

Public Distribution System

Under food management strategy of the Governmeind& the State Government
implemented Public Distribution System as an imagnt for providing food security

for the poor by making available food grains abeffible prices at appropriate time.
The objective of ensuring food security amongstrpsbsection of the population
remained doubtful due to the following reasons.

" salaries exclusive of wages were considered for compagsdahe previous year’s figure did not
include wages.
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. Proper survey to ascertain the actual number oféimnid/beneficiaries in the
State were not conducted,;

. Foodgrain were provided to Above Poverty Line (ARigneficiaries even
without ration cards while ration cards were alkssued unauthorisedly by the
societies to APL beneficiaries in rural areas wiktie knowledge of the
Department;

. Considering the distribution at the end level as dftimate objective, short
allocation and lifting of foodgrain at differentviels had the cascading effect
of reducing the scale of distribution to the beciafies and was also likely to
jeopardize the effective functioning of the system;

. Infrastructure is an area where the State faredy lzedthe financial assistance
to the State were not utilized optimally for constion of storage godowns,
purchase of mobile vans and establishment of \&ll&gain Banks even after
prolonged lapses;

. The quality of foodgrain distributed remained gigsible due to absence of
quality control mechanism and required evaluatibthe scheme;

. More than 50per centof the Fair Price Shops (FPSs), failed to lift PDS
commodities on time resulting in delay to provide tcommodities to the
beneficiaries.

Appendix-1.7depicts the progress achieved during 2009-10 agpared to 2008-09
in various sectors. It would be seen that percentdditeracy has remained stagnant
at 63.25 during 2008-10. No new institutions weneereed in Health sector.
Enrollment of students in schools was reduced demnably in lower primary and
upper primary level during 2009-10 compared to jnev year. In power sector,
consumption of power has increased marginally ékengh purchase as well as sale
of power was reduced substantially during 2009-dMwmared to previous year. The
increase in consumption was met by increase inrgdoa.

1.7 Financial Analysis of Government Expenditure drinvestments

In the post-FRBM framework, the State is expecdeep its fiscal deficit (and
borrowing) not only at low levels but also meet dépital expenditure/investment
(including loans and advances) requirements. Intiadd in a transition to complete
dependence on market based resources, the Statern@mnt needs to initiate
measures to earn adequate return on its investraadtsecover its cost of borrowed
funds rather than bearing the same on its budgtteirform of implicit subsidy and
take requisite steps to infuse transparency innfired operations. This section
presents the broad financial analysis of investmiemtd other capital expenditure
undertaken by the Government during the current yisaa-visprevious years.
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1.7.1 Incomplete projects

The department-wise information pertaining to inpdete projects as on
31 March 2010 is given imable 1.25

Table 1.25: Department-wise profile of Incomplete Rojects

(R in crore)
Department No. of Initial Revised Total Cost Cumulative
Incomplete Budgeted Cost| Cost of Projects | Overrun® actual
Projects expenditure
(March 2010)
Public Works 19 157.77 44.36 11.47 79.89
(Roads)
Public Works 5 44.19 - - 11.76
(Buildings)
Public Health 1 4.44 - - 2.90
Engineering
Irrigation 5 38.51 3.471 0.18 30.44
Water Resources 8 45.29 - : 13.34
Total 38 290.20 47.77 11.65 138.33
* Pertaining to 2 incomplete projects (initial buelgcost¥32.89 crore, revised cost44.36 crore)
* Pertaining to 1 incomplete project (initial budgetst:¥3.23 crore, revised cost3.41 crore)
® Cost overrun in respect of revised projects only
Source: Finance Accounts 2009-10

As per information received from the State Goveminas of 31 March 2010, there
were 38 incomplete projects (total cost more tRaone crore of each project) in
which ¥138.33 crore were blocked. Of these, 32 projectsluing ¥119.11 crore
remained incomplete for less than five years are pmoject involving an amount of
34.45 crore remained incomplete for periods ran@iam five to 10 years. Details in
respect of five projects involvingl4.77 crore were not available. The revised cost of
three incomplete projects increased byp82 centirom ¥36.12 crore (initial budgeted
cost) toX47.77 crore (total revised cost). Out of total cogerrun of311.65 crore,
311.47 crore pertained to Public Works Departmenbaf®) projects, which
was 35per centof initial budgeted cost. Due to delay in compmetof the projects,
the intended benefits from these projects did eath the beneficiaries in the State.
The reasons for delay and cost/time overrun weveekier, not stated.

1.7.2 Investment and returns

As of 31 March 2010, Government had invest&®,145 crore in Statutory
Corporations, Rural Banks, Joint Stock Companiesoferatives and Government
CompaniegqTable 1.26) The average return on this investment was 0.9er cent
during 2005-2010 while the Government paid an avege interest rate of
7.31per centon its borrowings during 2005-2010.

Table-1.26: Return on Investment

®in crore)
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Investment/Return/Cost of Borrowings at 2005-06| 2006-07 | 2007-08 | 2008-09 | 2009-10
the end of the year
(@) | Statutory Corporations 1,679.45| 1,679.45| 1,683.45| 1,824.60| 1,858.20
(No. of concerns) 4 4) 4 (&) (4)
(b) | Rural Banks = 8.40 8.40 8.40 10.54
(No. of concerns (1) (1) 1) 1)
(c) | Joint Stock Companies 72.07 77.59 77.59 18.04 18.04
(No. of concerns) (14) (15) (15) (15) (15)
(d) | Co-operatives 85.77 86.23 86.89 92.65 100.16
(No. of concerns) (17) (17) (17) (18) (18)
(e) | Government Companies 132.66 132.79| 132.99| 135.43 158.48
(No. of concerns) (24) (24) (24) (24) (24)
Total Investment 1,969.95| 1,984.46| 1,989.32| 2,079.12| 2,145.42
Return € in crore) 15.47 18.54 24.0( 19.4p 14.92
Return( per cent) 0.79 0.93 1.21 0.94 0.70
Average rate of interest on Government 8.18 7.66 7.14 6.76 6.83
borrowing(per cent)
Difference between interest rate and return 7.39 6.73 5.93 5.82 6.13
(per cent)

During the last five yeard,e. 2005-10, the State Government’s investments have
increased by%175.47 crore. During the current year, Governmeas mvested
%¥33.60 crore in Statutory Corporatio®2.14 crore in Rural Bank&23.05 crore in
Government Companies aRd.51 crore in Cooperative Societies. The increase |
investments 0fI33.60 crore in Statutory Corporations during 2009-lvas
attributable to increased capital contribution tesAm State Transport Corporation
(X28.60 crore), Assam Financial Corporatiot four crore) and Assam State
Warehousing CorporatioR ©ne crore) as compared to previous year.

All the four Statutory Corporations were incurrilogses and their accumulated losses
amounted t&567.73 crore. Similarly, 22 Government Companiethim State were
also incurring losses and their accumulated lossesunted t&340.31 crore. The
major loss sustaining organizations are Assam Sfhatensport Corporation
(Investment:X443.53 crore; l0sX422.63 crore), Assam Industrial Development
Corporation Ltd. (Investment¥29.71 crore; 10ssX138.06 crore), Assam Agro
Industries Development Corporation Ltd. (Investmer®22.08 crore; loss
%28.04 crore), Assam State Textile Corporation I(tdvestmentX4.78 crore; loss
¥55.56 crore) and Assam Mineral Development Corpamatitd. (Investment:
%4.63 crore; 10s€4.87 crore). In view of the heavy losses, the Gowvent should
review their working so as to wipe out their losseshe short run and to make them
self-sustaining in medium to long term.

1.7.3 Loans and advances by State Government

In addition to investments in co-operative socgti€orporations and Companies,
Government has also been providing loans and adgancmany of these institutions/
organizations.Table 1.27 presents theoutstanding loans and advances as on
31 March 2010, interest receiptis-a-visinterest payments during the last five years

Table-1.27: Average Interest received on Loans Adveed by the State Government
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(R in Crore)

Quantum of Loans/ Interest 2005-06 2006-07 2007-08 2008-09 | 2009-10

Receipts/ Cost of Borrowings
Opening Balance 2,607 2,67b 2,721 2,84 2,878
Amount advanced during the yeg 106 81 143 89 99
Amount repaid during the year 3B 35 40 35 33
Closing Balance 2,675 2,721 2,824 2,878 2,944
Of which Outstanding balance f - - - - -
which terms and conditions have
been settled
Net additior 68 46 108 54 66
Interest Receip 6 8 8 81 12
Interest receipts g=er centto 0.22 0.29 0.28 281 0.41
outstanding Loans and advances
Interest payments per cento 8.1¢ 7.6€ 7.14 6.7€ 6.8<
outstanding fiscal liabilities of the
State Government.
Difference between interest 7.96 7.37 6.86 3.95 6.42
payments and interest receipts
(per ceny

The total amount of outstanding loans and advamse®n 31 March 2010 was
32,944 crore. The amount of loans disbursed dutiegyear increased froR89 crore
in 2008-09 txX99 crore in 2009-10. Out of the total amount ohkwadvanced during
the yearX23 crore went to social servic&s,4 crore to economic services ahtivo
crore to Government servants. Under the socialiesythe major portion of loans
went to Urban Development ($&r cen} and in economic services the major portion
of loans went to Power projects (er cen} followed by Consumer Industries
(45 per cen}y. However, recovery of loans and advances dealelagm I35 crore in
2008-09 tX33 crore in 2009-10 mainly on account of less reces from the Power
projects ¥ three crore) partly offset by increase in disbomset of loans to
Co-operation ¥ one crore). Interest received against these |aard advances
continued to be negligible which decreased by&6centfromI81 crore in 2008-09
to Y12 crore in 2009-10. During 2009-10, only 14é&r centof outstanding loans
were repaid by institutions/ organizations/Governtmgervants an&29.28 crore of
loans was not repaid for last seven years.

1.7.4 Cash Balances and Investment of Cash Balances

Table 1.28andChart 1.10 depicts the cash balances and investments madeeby
State Government out of cash balances during the ye

Table-1.28: Cash balances and investment of cashlaaces

(R in Crore)
Particulars Ason T April | Ason 3f' Increase/
2009 March 2010 Decrease
Cash Balances 8,042 6,784 () 1,258
Investments from Cash Balances (a & b) 8,861.50 8,177.89 (-) 683.61
a. GOl Treasury Bills 8,858.16 8,174.79 (-) 683.37
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b. GOl Securitie 3.3 3.1C () 0.2
Funds-wise Break-up of Investment from 992.47 1,049.93 (+) 57.46
Earmarked balances (a & b)

a. Sinking Funt 992.0¢ 1,049.5: (+) 57.4¢

b. Development and Welfare Fu 0.4z 0.4z -
Interest Realized 352 482 (+) 130

Chart 1.10: Cash balance and investme

Cash balances of the State Government at the et afurrent year decreased from
38,042 crore in 2008-09 t&6,784 crore in 2009-10. The State Government has
investeR8,174.79 crore in GOI Treasury Bills a%d.10 crore in GOI Securities and
earned an interest @482 crore during 2009-10. Further, the Governmeuested
%1,050 crore in Sinking Fund and Development andfavelFund as of March 2010.
The interest receipts against investment on catdmta was 5.8%er centduring
2009-10 while Government paid interest at the o@t€.83per centon its borrowings
during the year.

1.8 Assets and Liabilities

1.8.1 Growth and composition of Assets and Lialpe

In the existing Government accounting system, cefmgnsive accounting of fixed
assets like land and buildings owned by the Govenins not done. However, the
Government accounts do capture the financial ligdsl of the Government and the
assets created out of the expenditure incudkpgendix 1.8gives an abstract of such
liabilities and the assets as on 31 March 2010, pawad with the corresponding
position on 31 March 2009. While the liabilities tims Appendix consist mainly of
internal borrowings, loans and advances from thel, G€ceipts from the Public
Account and Reserve Funds, the assets comprisdyntiagncapital outlay and loans
and advances given by the State Government andoadesfices.
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According to the Assam Fiscal Responsibility andl@et Management Act, 2005, the
“total liabilities of the State” means the liak#i$ under the Consolidated Fund of the
State and the Public Account of the State.

1.8.2 Fiscal Liabilities

The trends in outstanding fiscal liabilities of thState are presented in
Appendix 1.5 The composition of fiscal liabilities during tleairrent yeawis-a-vis
the previous year is presenteddharts 1.11and1.12

Chart 1.11: Compos
outstanding Fiscal Liak
1 April 20C
(% in crore

Chart 1.12: Compc
outstanding Fiscal Liak

Table 1.29gives the fiscal liabilities of the State, theste of growth, the ratio of
these liabilities to GSDP, to revenue receipts an8tate’s own resources as also the
buoyancy of fiscal liabilities with reference tete parameters.

Table-1.29: Fiscal Liabilities-Basic Parameters

2005-06| 2006-07| 2007-08| 2008-09| 2009-10
Fiscal Liabilitied  in crore) 19,082 20,483 21,871 25,234 28,465
Rate of Growthper cen) 6.87 7.34 6.7¢ 15.3¢ 12.8(
Ratio of Fiscal Liabilities to:
GSDP fer cen} 33.00 31.79 30.54 31.83 32.34
Revenue Receiptpér cen} 158.42 149.87 142.711 139.%9 14316
Own Resourceper ceny 406.78 383.43 398.09 392.93 367.76
Buoyancy of Fiscal Liabilities with reference to:
GSDP (ratio 0.74: 0.641 0.60¢ 1.44( 1.16(
Revenue Receipts (rat 0.32: 0.54t 0.55¢ 0.85¢ 1.28(
Own Resources (ratio) 0.286 0.528 2.378 0.910 0.623

7 Includes Internal Debt, Loans and Advances from GOI, Smalh§s, Provident Fund etc., Reserve

Funds (Gross) and Deposits.

The overall fiscal liabilities of the State incredsat an average annual rate of
9.83per centduring the period 2005-10. During the current yéae, fiscal liabilities
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of the State Government increasei3y231 crore fron¥25,234 crore in 2008-09 to
%28,465 crore in 2009-10. The increase in fiscdliliges was mainly due to increase
in the internal debt (1,476 crore) and Public Account liabilities
(¥2,048 crore), which was partially offset by, dese@ loans an advances from the
GOl (293 crore).The ratio of fiscal liabilities to GSDP has incread from
31.83 per cent in 2008-09 to 32.34 per cent in 2A@9 These fiscal liabilities stood
at nearly 1.43 times the revenue receipts and 3i6&s of the State own resources
at the end of 2009-10The buoyancy of these liabilities with respeca8DP during
the year was 1.160 indicating that for each pee centincrease in GSDP, fiscal
liabilities grew by 1.160per cent According to 1% Finance Commission
recommendations the State Government should bhegHFiscal Liabilities-GSDP
ratio to around 2per centin the next five yeard he State Government has set up the
sinking fund in line with the recommendations & T#C for amortization of market
borrowings as well as other loans and debt obligasi. As of 31 March 2010, the
balance in the sinking fund wa&.,056.75 crore. During 2009-1&108 crore has
been invested in the sinking fund.

1.8.3 Status of Guarantees — Contingent liabilgie

Guarantees are liabilities contingent on the Codatdd Fund of the State in case of
default by the borrower for whom the guarantee besn extended. According to
FRBM Act, State Government guarantees shall beictsi to 50per centof State’s
tax and non-tax revenue of the second preceding yea

As per Statement 9 of the Finance Accounts, theimmax amount for which
guarantees were given by the State and outstagdiagintees for the last three years
is given inTable 1.30

Table-1.30: Guarantees given by the Government ofgsam

(X in crore)
Guarantees 200708 200¢-09 200¢-10
Maximum amount guaranteed 1,189 1,092 593
Outstanding amount of guarantees 951 796 299
Percentage of maximum amou 7.76 6.04 2.98
guaranteed to total revenue receipts

Criteria as per the Assam Fisg State Government guarantees shall be restricted at any
Responsibility and Budget Managem¢ point of time to fifty per centof State’s own tax and
Act, 2005. non-tax revenue of the second preceding year| as
reflected in the books of accounts as maintained by
Accountant General.

. Government had constituted (September 2009G@arantee Redemption
Fund’ for meeting the payment obligations arising outhef guarantees issued by the
Government in respect of bonds issued and othemoworgs by the State Level
Public Sector Undertakings or other bodies anddstamoked by the beneficiaries.
The accumulations in the Fund would be utilizedyaiwards the payment of the
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guarantees issued by the Government and not paildebinstitution on whose behalf
guarantee was issued. According to the scheme ljedethe Fund should be set up
by the Government with an initial contribution dffive crore and during each year
the Government should contribute an amount equivdte at least threper centof
the outstanding guarantees at the end of the sefinadcial year preceding the
current financial year, as reflected in the booksaccounts as maintained by the
Accountant General. The Government would also nski&able budget provision
under the revenue expenditure side of their budgeder the Major Head
“2075-Miscellaneous General Services-797 TransbeRéserve Fund and Deposit
Accounts-Guarantee Redemption Fund”. However, dgu#609-10 the Government
had not made any provision in the budget for GuaemRedemption Fund.

. Government had guaranteed loans raised by variogm@tions and others,
which at the end of 2009-10 stood?@99 crore. It was 5.4ger centof State’'s own
revenue of the second preceding yiearwell within the limit prescribed in the Act.
Out of the total outstanding guarante€s50 crore (54oer cen} pertained to Assam
State Electricity Board.

1.9 Debt Sustainability

During 2009-10, Government raised internal deb®®f263 crore, GOI loans of
%(-) 73 crore and other obligatioR$,745 crore. Government repaid internal debt of
787 crore, GOI loans &220 crore and discharged other obligation¥3697 crore
along with interest oR1,833 crore resulting in net increase in debt peeby
31,398 crore during the year.

The maturity profile of the State Government intksathat 23.7®er centof the total
State debt is repayable within the next five yeeinde the remaining 76.2@er cent
are required to be paid in more than five yeargtim

Apart from the magnitude of debt of State Governinénis important to analyze
various indicators that determine the debt sushdingof the State. This section
assesses the sustainability of debt of the Statge@ment in terms of debt
stabilizatiort®; sufficiency of non-debt receiffs net availability of borrowed funés

8 The Debt sustainability is defined as the ability of iate to maintain a constant debt-GDP ratio
over a period of time and also embodies the concern about iy @hservice its debt. Sustainability
of debt, therefore, also refers to sufficiency ofiitqassets to meet current or committed obligations
and the capacity to keep balance between costs of @ditborrowings with returns from such
borrowings. It means that rise in fiscal deficit should tnatith the increase in capacity to service the
debt.

9 A necessary condition for stability states that if the rof growth of economy exceeds the interest
rate or cost of public borrowings, the debt-GDP ratibikisly to be stable provided primary balances
are either zero or positive or are moderately nega@Bieen the rate spread (GSDP growth rate —
interest rate) and quantum spread (Debt*rate spread), dst#insbility condition states that if

quantum spread together with primary deficit is zerot-B®DP ratio would be constant or debt
would stabilize eventually. On the other hand, if primaryoiteogether with quantum spread turns out
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burden ofinterest payments (measured by interest paymemes/émue receipts ratio)
and maturity profile of State Government securitiegble 1.31analyzes the debt
sustainability of the State according to thesecattirs for the period of five years
beginning from 2005-06.

Table 1.31: Debt Sustainability: Indicators and Trends

Indicators of Debt 2005-06 2006-07 2007-08 2008-09 2009-10
sustainability
Debt Stabilization 204+1,866 = 774+2,228 =| 881+2,302 =| 989+3,000 =/ 1196+ (-) 2,210 5
(Quantum Spread + 2,070 3,002 3,183 3,989 (-) 1,014
Primary Deficit)
Sufficiency of Non- (-) 2,414 (+) 356 (+) 78 (+) 617 (-) 5,450
debt Receipts
(Resource Gap)
Net Availability of (-) 284 (-) 115 (-) 124 (+) 1,771 (+) 1,398
Borrowed Funds
Burden of Interest 12.5¢ 11.0¢ 9.87 8.81 9.2z
Payments
(IP/RR Ratio)
IP/Own Tax Rati 46.7: 43.5¢ 45.01 38.3¢ 36.7¢
Maturity Profile of State Debt (X in crore)
0-1Yea Not Not 1,121.8I 1,246.5( 340.3:
1-3 Year: available available 1,734.0: 1,850.8! 1,527.3(
3 -5 Years 2,029.07 2,806.13 2,646.25
5—7 Years 2,752.70 2,671.10 2,523.26
7 Years and above 8,103.32 9,263.12 11,983.29

Table 1.31reveals that quantum spread together with prirdaeficit/surplus has been
positive during the period from 2005-06 to 2008409t turned negative during

2009-10 indicating that the debt-GSDP ratio is sutainable. The sum of quantum
spread and primary deficit &-)1,014 crore during 2009-10 agaid&,989 crore in
2008-09 is an alarming situation and the State Gowent needs to take immediate
remedial measures to improve the fiscal imbalant@s improving the debt
sustainability position of the State.

The persistent negative resource gap indicatesdhesustainability of debt while the
positive resource gap strengthens the capacitigeoState to sustain the debt. During
the years 2006-07 to 2008-09 there was a posi@iseurce gap indicating increasing
capacity of the State to sustain the debt in thdinme to long run; however, during

to be negative, debt-GSDP ratio would be rising and ie d@as positive, debt-GSDP ratio would
eventually be falling.

20 Adequacy of incremental non-debt receipts of theeSimtcover the incremental interest liabilities
and incremental primary expenditure. The debt sustainalitityd be significantly facilitated if the
incremental non-debt receipts could meet the incrementaksttburden and the incremental primary
expenditure.

21 Net availability of borrowed fund is defined as the ratidghe debt redemption (Principal + Interest

Payments) to total debt receipts and indicates the etdemhich the debt receipts are used in debt
redemption indicating the net availability of borroweddsin
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2009-10 there was negative resource gap indicdtiegbeginning of risk of non-
sustainability of debt.

The public Debt Receipts of the State increasedmfrgl,379 crore in
2005-06 to%2,190 crore in 2009-10 at an annual average rat#lof6 per cent
However, during the current year Public Debt Retseqgame down t&2,190 crore
from 2,878 crore in 2008-09. The cash balance also ciom& t036,784 crore in
2009-10 fron®8,042 crore in 2008-09, yet the surplus cash bakoontinue to pose
new challenges for State Government'’s financial@agh management.

High level of surplus cash in recent past seemgrtivide some headroom to
withstand pressure on finances and the State wasesorting to ways and means
advances or overdrafts. The reason for cash acatiowl was attributed to
conservative approach in capital spending sincecéipital outlay as a percentage of
total expenditure was almost static during the g8s®5 per centin 2005-06 to
10.97per centin 2009-10).

In view of the comfortable cash balances, the Sta&y consider to defer and/or
resort to more need based borrowing programmespportune times in a cost
effective manner. The State may consider identifyanclear shelf of projects which
require capital investment and borrow only to theent and by realistic assessment
of cash needs and with effective cash managemenbetter synchronization of cash
inflows and outflows may be able to minimize thborrowing requirements. This
will at the same time curb unwarranted build-ugash surplus as well.

1.10 Fiscal Imbalances

Three key fiscal parameters - revenue, fiscal aimdgry deficits - indicate the extent
of overall fiscal imbalances in the Finances of B&te Government during a
specified periodThe deficit in the Government accounts represdrégsgap between
its receipts and expenditure. The nature of deigcan indicator of the prudence of
fiscal management of the Government. Further, tlagswin which the deficit is
financed and the resources raised are appliedrgeriant pointers to its fiscal health.
This section presents trends, nature, magnitudetla@dnanner of financing these
deficits and also the assessment of actual le¥eksvenue and fiscal deficitgs-a-vis
targets set under FRBM Act/Rules for the finangedr 2009-10.

1.10.1 Trends in Deficits

Charts 1.12and1.13present the trends in deficit indicators overgkeod 2005-10.
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Chart 1.12: Trends i

Chart 1.13: Trends in Deficit In

Chart 1.12 reveals that the revenue account experienced stasulal deficit of
31,348 crore during 2009-10. The State had a reveay@us during the period from
2005-06 to 2008-09 and the revenue surplus incdefiteen ¥1,509 crore in 2005-06
to 3,834 crore in 2008-09 and turned into a defici¥Df348 crore in 2009-10. The
significant deterioration in revenue account durthg current year was mainly on
account of increase in revenue expenditur&®®89 crore (49.0per cenj against
an increase ot1,807 crore (1(per cen} in revenue receipts over the previous year.
Despite the fact that State’s own resources cang around 73per cent
(X1,318 crore) in the incremental revenue recedit,807 crore) during 2009-10
against 3%er centX928 crore) during 2008-09, the decline in reverzeoant in the
current year was primarily on account of sluggisiowgh rate of 6lper cent
(X12,144 crore) in central transfers as compared4tpeés cent(X11,655 crore) in
2008-09.
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The fiscal deficit, which represents the total baings of the Government and its
total resource gap touched the leveR4f043 crore in 2009-10 from fiscal surplus of
31,407 crore in 2008-09. The reductionZ&f 182 crore in revenue surplus as well as
marginal decrease &ftwo crore in non-debt capital receipts alongwithiricrease of
3256 crore in capital expenditure and an increastlOfcrore in net disbursement of
loans and advances in 2009-10 resulted in a fiseftit of I4,043 crore in 2009-10
as against fiscal surplus 31,407 crore during the previous year.

The primary surplus that continued during 20054Xkta turnaround in 2009-10 and
resulted into primary deficit oR2,210 crore. The reduction of fiscal surplus of
35,450 crore and a moderate increas@2%0 crore in interest payment resulted in
primary deficit? of 2,210 crore during the current year from primaryphis of
%3,000 crore in 2008-09.

1.10.2 Composition of Fiscal Deficit and its Finamg Pattern

The financing pattern of the fiscal deficit has ergbne a compositional shift as
reflected in théable 1.32

Table-1.32: Components of fiscal deficit and its fiancing pattern

(R in crore)
Particulars 2005-06 2006-07 2007-08 2008-09 2009-10
1 2 3 4 5 6

Decomposition of ) 35! ) 71: ) 790 (-) 140° 404z

Fiscal Deficit (0.62) (1.11) (1.10) (1.77) (4.59)

1 | Revenue Deficit () 1,509 () 2211 () 2581 () 3,834 348,

2 | Net Capital| (+) 1,085 (+) 1,453| (+) 1,688 (+) 2,373] (+) 2,629
Expenditure

3 [ Net Loans & (+) 68| (+) 46 (+) 103 (+) 54| (+) 64
Advances

Financing Pattern of Fiscal Deficit*

1 [ Market Borrowings | (+) 717.65] (+) 592.01] (+) 544.56] (+)2,014.77] (+) 1,405.45

Loans from GOl | (-)4,029.24] () 99.71 () 6686 () 6888  @93.19

Issued to NSSF

2
3 | Special Securitiey (+) 4,602.21| (+) 86.06] (-) 8.60| (+) 17.37 (+) 24.79
4

Loams from| (+) 45.76 (+) 42.63 (+) 94.06 (+) 133.46 (+) 46.40
Financial
Institutions
5 | Small Savings, PH (+) 385.6: (+) 349.3¢| (+) 317.9(| (+) 390.2: (+) 489.5!
etc
6 | Deposit &| () 51.27 (-) 126.62 () 56170 (+) 30/47 (3%8.13
Advances
1 2 3 4 5 6
7 | Suspense and Misc| (-) 1,652.56| (-)1,799.65| (-) 1,943.01| (-) 3,549.14 (+) 980.13
8 | Remittances (+) 1501 () 4399 (¥) 3348 (¥) 99|12 ) (64.64
9 | Reserve Fund () 184.34| (+) 76.88 (+) 161.39| (-) 109.97 (+) 413.92
10 | Decreaselincrease | (+) 112.9.| (+) 191.6-| (+) 638.3'| (-) 364.2 (+) 573.6:
in cash balance wit
RBI
11 | Others () 317.49 - - - () 0.74

*All these figures are net of disbursements/outBaturing the year

22 primary deficit defined as the fiscal deficit net of iett payments indicates the extent of deficit,
which is an outcome of the fiscal transactions of theeStaluring the course of the year.
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It can be seen fromable 1.32that there was fiscal surplus during the yearS2D®
to 2008-09 but it took a turnaround in 2009-10 adedame fiscal deficit in 2009-10.
During 2009-10, the fiscal deficit was mainly fircaa by market borrowings, Small
Savings, PF etc., Deposits and Advances, Suspens&lscellaneous balances and
Reserve Funds.

Though increase in capital expenditure indicateat thorrowed funds were being
utilized for productive uses, the solution to thev€rnment debt problem lies on the
method of application of borrowed funds., whether they are being used efficiently
and productively for capital expenditure which eittprovides returns directly or
results in increased productivity of the economyiclvhmay result in increase in
Government revenue in future, making debt paymesatsageable.

1.10.3 Quality of Deficit/Surplus

The ratio of revenue deficit to fiscal deficit atite decomposition of primary deficit
into primary revenue deficit and capital expendit(including loans and advances)
would indicate the quality of deficit in the Statefinances. The ratio of revenue
deficit to fiscal deficit indicates the extent tdwh borrowed funds were used for
current consumption. Further, persistently higioraf revenue deficit to fiscal deficit
also indicates that the asset base of the Stateovdmuously shrinking and a part of
borrowings (fiscal liabilities) were not having aagset backup. The bifurcation of the
primary deficit Table 1.33 would indicate the extent to which the deficisHzeen
on account of enhancement in capital expenditunéciwmay be desirable to improve
the productive capacity of the State’'s economy.

Table-1.33: Primary Deficit/Surplus — Bifurcation of factors

(X in crore)
. Primary .
NI LR Capital LeES Primary Revenue PHEY
UGGt e RS Expenditure i Expenditure | Deficit(-)/ DIEE (5} 4
Receipts | Expenditure P Advances P Surplus (+)
Surplus (+)

1 2 3 4 5 6 (3+4+5) 7(2-3) 8 (2-6)
2005-06 12,083 9,026 1,085 106 10,217 (+) 3,057 (+) 1,866
2006-07 13,702 9,940 1,453 81 11,474 (+) 3,762 (+) 2,2p8
2007-08 15,365 11,232 1,688 143 13,063 (+) 4,133 (+) 2,302
2008-09 18,112 12,650 2,373 89 15,112 (+) 5,462 (+) 3,000
2009-10 19,917 19,399 2,629 99 22,127 (+) 518 (-) 2,210

There was a primary surplus in Assam during theode2005-06 to 2008-09 but in

the current year, there was a primary deficit beeawon-debt receipts was less than
primary expendituré. In the current year non-debt receipts was jusficient to
cover primary revenue expenditure and was not adeqtor capital expenditure.
Over the period 2005-2010, there has been an isergathe proportion of capital

3 primary expenditure of the State defined as the totalneiipe net of interest payments, indicates
the expenditure incurred on the transactions undertaken duringahe y
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expenditure in primary expenditure, which may besiddle as it indicates
improvement in the productive capacity of the Ssageonomy.

1.11 Institutional measures

Towards strengthening fiscal disciplines in thet&téhe Government of Assam had
taken certain institutional measures like legiskatin respect of guarantees and fiscal
responsibilities in the form of enactment of thes&m Fiscal Responsibility and
Budget Management Act in 2005. Since then the Gowent had been undertaking
measures like implementation of Consolidated SigkiRund, introduction of
VAT etc.

As a measure to improve fiscal transparency, the@e@onent of India outlined
several initiatives to assist the State Governmantbkeir developmental and social
roles. Public Private Partnership (PPP) is such an initiative that enables
implementation of Governments programmes/schemearimership with the private
sector. The potential benefits derived from PPPcast effectiveness of the project,
higher productivity, accelerated delivery, enhansecial service and recovery of user
charges. It also allows the State Government tolinséed budgetary resources on
high priority schemes where private sector is nitling to enter.

In view of the above, several State Governmentesacindia are entering into PPP
agreements in the areas of infrastructure projetisiey and exploitation of mines
and minerals, development of industrial estateseld@ment of hydro-electricity
projects etc.

The Government of Assam however, has not framelR pdlicy for the State as yet
and therefore, development of projects in PPP nfuake not taken off. The State
Government should frame the PPP policy for theeStdtthe earliest in order to
enhance fiscal space for its developmental actwiti

1.12 Conclusion and Recommendations

The fiscal position of the State viewed in termske¥ fiscal parameters — revenue
deficit, fiscal deficit, primary deficit etc. indited that except during 2009-10 the
State had maintained revenue, fiscal and primarglss during the last four years.
During the current year, the State had witnessege hdeficit in all the three
parameters but managed to minimize holding of laagh surplus.

Revenue Receipts

Revenue receipts grew by Xr centover the previous year. The increase was
mainly contributed by tax revenue $@&r cent non-tax revenue 2f@er cent State’s
share of Union Taxes and Duties eigletr centand Grants-in-aid from Government
of India (GOI) 19per cent The revenue receipts a&19,884 crore is, however,
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higher by X575 crore than the assessment made by the StateefBowent in its
Fiscal Correction Path (FCP)319,309 crore), but lower b§3,180 crore than the
assessment made in FYFR43,064 crore).

(Para-1.1)

The State Government should mobilize additional asces both through tax and

non-tax sources by expanding the tax base and nadlizing the user charges. It

should also make efforts to collect revenue arreagsforts should also be made to
increase tax compliance, reduce tax administratioosts, etc. so that deficits are
contained. Ensuring that the Government of India leases all grants due to the
State by timely action on all conditionalities thate pre-requisite to the release will
also increase the total receipts of the State. Thas an urgent need to improve
collection of tax revenue so that recourse to bosed funds can be reduced.

Revenue Expenditure

The overall revenue expenditure of the State irsmeaby 101.52per centfrom
310,536 crore in 2005-06 21,232 crore in 2009-10 at an annual average ffate o
20.30 per centand increased frorR14,243 crore in 2008-09 21,232 crore in
2009-10.

(Para-1.5.3)

During 2009-10, though the development expendif@iig!, 953 crore) increased by
%3,801 crore over the previous year, yet it was mbelow the Budget Estimate
(X18,847 crore) for 2009-10. The relative share of tevenue developmental
expenditure was 5per centof the total expenditure while this share in resps
capital development expenditure was onlypkt cent The expenditure pattern of the
State, reveals that there is an increasing pressargevenue expenditure The
expenditure on salaries and wages increased hyed@ent(from ¥5,842 crore in
2008-09 t0%8,193 crore in 2009-10) against the TFC norms awtn rate of
six per cent According to recommendation of the TFC, the Stdteuld follow a
recruitment and wages policy, in a manner such ttattotal salary bill relative to
revenue expenditure net of interest payments anasiges does not exceed
35 per cent This norm was not followed in the State and théary and wages
expenditure stood at 46.4er centduring 2009-10.

(Paras-1.6.2 & 1.5.4)

Though expenditure incurred under Capital Heads hdzken increasing over the

years, yet the State needs to ensure that outcoaresachieved. A monitoring

mechanism should be put in place to ensure effeetivse of budgetary funds and
value for money is channelised in its entirety tbet intended beneficiaries. The
State should initiate action to restrict the compamts of non-plan revenue

expenditure by phasing out implicit subsidies anelsort to need based borrowings
to cut down interest and principal payments.

Fiscal Correction Path
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During 2009-10, there was a sudden fall in all ttheee major fiscal indicatorgz.,
revenue, fiscal and primary deficits from surplusesr the previous year mainly due
to increase in expenditure both in revenue andtalapeads. The State could not
achieve the fiscal deficit target ofper centof GSDP as prescribed in the AFRBM
Act, 2005 for the year 2009-10, which stood at 4&B8cent

(Para-1.10)

There is a reasonable prospect of returning backatéiscal correction path if efforts
are made to increase tax compliance, collection relvenue arrears and prune
unproductive expenditure so that deficits are comiad.

Fiscal Priority

The State had attached low fiscal priority towadéselopment expenditure, as the
Development Expenditure/Aggregate Expenditure ra@s much lower than the NE
State’s average in 2005-06 and 2009-2010.

(Para-1.6.1)

The decrease in the ratio of developmental expemditto aggregate expenditure
indicates that State attaches low fiscal prioritgwiards its development. From the
point of view of improving developmental expendigyr it is pertinent for
Government of Assam to take appropriate expenditaneasures and lay emphasis
on provision of expending more under social and eomic sectors.

Fiscal liabilities

The overall fiscal liabilities of the State incredsat an annual average rate of
9.83per centduring 2005-10. The fiscal liabilities of the &taovernment however,
increased byX3,231 crore (12.8Qper cenj from ¥25,234 crore in 2008-09 to
328,465 crore in 2009-10. The committed liabilitfes the State projected by the
TFC was 5,610 crore of non-plan revenue expenditure for year 2009-10.
Compared to this, there was an increase of ddrlcentin the actual expenditure
during 2009-10. During 2009-10, interest receiptspercentage of outstanding loans
and advances was 0.41 whereas interest paid bgdvernment as percentage to
outstanding liabilities was 6.83.

(Paras 1.7.3 and 1.8.2)

Recourse to borrowed funds in future should be claly assessed and managed so
that the recommendations of the ¥3Finance Commission to bring Fiscal
Liabilities-GSDP ratio to around 25 per cent coulte achieved in next five years.

Investment and Returns

The average return on Assam Government’'s investimeftatutory Corporations,
Rural Banks, Joint Stock Companies, Co-operatived @overnment Companies
varied between 0.70 to 1.2&r centin the past five years whereas its average irtteres
outgo was in the range of 6.76 to 8 cent
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(Para-1.7.2)

A performance-based system of accountability shoddd put in place in the
Government Companies/Statutory Corporations so asderive profitability and
improve efficiency in service. The Government shduénsure better value for
money in investments by identifying the Companies/f@rations which are
endowed with low financial but high socio-economieturns and justify the use of
high cost borrowed funds for non revenue generatimyestments through a clear
and transparent guideline.

Debt sustainability

The Government of Assam should ideally keep the-@G&DP ratio stable. Borrowed
funds should be used as far as possible only td éapital expenditure and revenue
expenditure should be met from revenue receiptsn2009-10 fiscal deficit-GSDP
ratio deteriorated sharply compared to previous yehcating increase in debt-GSDP
ratio. The sum of quantum spread and primary de&tiX(-)1,014 crore during
2009-10 againsk3,989 crore in 2008-09 is an alarming situationtiie State
Government. The State has also negative resougelwang 2009-10 indicating the
beginning of risk of non-sustainability of debt.

(Para-1.9)

The State should make efforts to return to primaayd revenue surplus as was the
case in the past years. Maintaining a calendar adrbowings to avoid bunching
towards the end of the fiscal year will ensure thatarket borrowings are sourced
optimally. A clear understanding of the maturity pfile of debt payments will go a
long way in prudent debt management.
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