Chapter I1: Finances of the State

2.1 Introduction

This chapter provides a broad perspective of the finances of the State, analyses the
critical changes in major fiscal aggregates relative to the previous year, overall trends
during the five-year period from 2017-18 to 2021-22, debt sustainability of the State
and key Public Account transactions, based on the Finance Accounts of the State.

Major changes in Key Fiscal Aggregates during 2021-22 vis-a-vis 2020-21

Table 2.1 gives a bird’s eye view of the major changes in key fiscal aggregates of the
State during 2021-22, compared to the previous year.

Table 2.1: Changes in key fiscal aggregates in 2021-22 compared to 2020-21

> Revenue Receipts of the State increased by 26.08 per cent
> Own Tax Receipts of the State increased by 18.33 per cent
Revenue L
R > Non-Tax Receipts mcreased by 94.08 .per. cent
> State’s Share of Union Taxes and Duties increased by 40.48 per cent
> Grants-in-Aid from Government of India decreased by 20.81 per cent
» Revenue Expenditure increased by 7.11 per cent
» Revenue Expenditure on General Services increased by 9.14 per cent
Revenue . . .
= > Revenue Expend!ture on Social Sc_erwces_lncrfeased by 11.56 per cent
> Revenue Expenditure on Economic Services increased by 1.25 per cent
> Expenditure on Grants-in-Aid and contributions decreased by 1.12 per cent
> Capital Expenditure increased by 16.40 per cent
Capital > Capital Expenditure on General Services decreased by 30.93 per cent
Expenditure| > Capital Expenditure on Social Services increased by 10.19 per cent
» Capital Expenditure on Economic Services increased by 23.98 per cent
Loansand | > Disbursements of Loans and Advances increased by 541.70 per cent
Advances > Recoveries of Loans and Advances decreased by 15.97 per cent
. > Public Debt Receipts decreased by 30.04 per cent
Public Debt . .
> Repayment of Public Debt increased by 10.29 per cent
Public > Public Account Receipts increased by 6.84 per cent
Account > Public Account Disbursements increased by 6.90 per cent
Cash » Cash balance and investment of cash balances increased by I460.25 crore
Balance (4.86 per cent) during 2021-22 over the previous year

Each of the above indicators is analyzed in the succeeding paragraphs.

2.2 Sources and Application of Funds

Table 2.2 compares the sources and application of funds of the State during 2021-22
with 2020-21 figures, while Charts 2.1 and 2.2 give the details of receipts into and
expenditure from the Consolidated Fund during 2021-22 in terms of percentages.
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Table 2.2: Details of Sources and Application of funds during
2020-21 and 2021-22

(X incrore)
NS(')'. Particulars 2020-21 2021-22 ng?:::e(z))/
1 | Source
2 | Opening Cash Balance? 11,396.60 9,461.37 (-)1,935.23
3 | Revenue Receipts 63,176.18 79,652.03 16,475.85
4 | Misc. Capital Receipts 4.85 4.89 0.04
5 | Recoveries of Loans and Advances 104.80 88.06 (-)16.78
6 | Inter-State Settlement (-)0.67 (-)0.04 0.63
7 | Public Debt Receipts (Net) 13,561.39 6,252.98 (-)7,308.41
8 | Public Account Receipts (Net) 325.76 300.37 (-)25.39
9 | Contingency Fund 0 0 0
10 Total 88,568.91 | 95,759.66 7,190.75
11 | Application
12 | Revenue Expenditure 70,032.84 75,010.01 4,977.17
13 | Capital Expenditure 9,024.19 10,504.22 1,480.03
14 | Disbursement of Loans and Advances 50.5 324.06 273.56
15 | Inter-State Settlement 0.01 (-)0.25 (-)0.26
16 | Contingency Fund 0.00 0.00 0.00
17 | Closing Cash Balance 9,461.37 9,921.62 460.25
18 Total 88,568.91 | 95,759.66 7,190.75
Source: Finance Accounts 2020-21 and 2021-22

Chart 2.1: Sources of Resources (per cent)

Chart 2.2: Application of Resources (per cent)
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Source:

Finance Accounts 2021-22

Note: Others include Recoveries of Loans &Advances and Capital Receipts

10Opening/ closing cash balance includes cash balance, investments of cash balances & earmarked funds
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2.3 Resources of the State

1. Revenue Account receipts consist of tax revenue, non-tax revenue, State’s
share of Union taxes and duties and grants-in-aid from the Government of India (Gol).

2. Capital Account receipts comprise miscellaneous capital receipts such as
proceeds from disinvestments, recoveries of loans and advances, debt receipts from
internal sources (market loans, borrowings from financial institutions/commercial
banks) and loans and advances from Gol. Both revenue and capital receipts form part
of the Consolidated Fund of the State.

3. Net Public Accounts receipts: There are receipts and disbursements in respect
of certain transactions such as small savings, provident fund, reserve funds, deposits,
suspense, remittances, etc. which do not form part of the Consolidated Fund. These are
kept in the Public Account set up under Article 266 (2) of the Constitution and are not
subject to vote by the State Legislature. Here, the Government acts as a banker. The
balance after disbursements is the fund available with the Government for use.

2.3.1 Receipts of the State

Chart 2.3 presents the composition of the overall receipts. Besides, the Revenue and
Capital receipts, funds available in the Public Account (net of disbursement made from
it) are also utilized by the Government to finance its deficit.

Chart 2.3: Composition of receipts of the State during 2021-22

Total Receipts
(%95,143.59 crore)

Public Accounts

Revenue Receipts

Capital Receipts

Contingency

%79,652.03 crore %15,191.19 crore Receipts (Net)
( ) ( ) (¥300.37 crore) Fur.1d
(Nil)
Non-Tax Grants- Debt Non-Debt i
T -
Revz)éue Revenue Receipts Receipts (Net ReC(?IptS)
R55,654.52 | || @13,851.21 ||| from Gol ||| @15008.28 | || (zep.o1 | || - Small savings, P
crore) crore) (%10,1486. crore) crore) B
30 crore) (-%0.90 crore)
2. Reserve Funds
Own Tax Revenue State Share of Union 1. Internal 1. bearing interest
(%27,083.73 crore) Taxes & Duties ) Deb_t Recoveries (-X164.00 crore)
(328,570.79 crore) including of Loans 3. Reserve Funds
special and not bearing interest
1. Taxes on (ifa\{\;!?g Advances (3610.73 crore)
Sales, Trade etc. Rgaglzllyw (X¥88.06 4. Deposits (interest
(%¥5,341.10 c’rorej crore) and not bearing
crore) o 2. interest) / advances
2. State Excise : ar?gns Miscellane (-%204.13 crore)
(%35,106.61 ARG ous Capital 5. Suspense and
crore) from Gol Receipts Miscellaneous
3. Stamps and (%5,776.51 (%4.89 (%65.50 crore)
Registration fees crore) crore) 6. Remittances

etc.,
(%1,945.40 crore)

4. State GST
(%9,483.48 crore)

(-36.83 crore)

Source: Finance Accounts 2021-22

Page 21




State Finances Audit Report for the year ended 31 March 2022

2.3.2 Revenue Receipts

Revenue receipts consist of the State’s Own Tax and Non-Tax Revenue, Central Tax
transfers and Grants-in-aid from Gol.

2.3.2.1 Trends and growth of Revenue Receipts
Table 2.3 provides the trends and growth of Revenue receipts as well as revenue
buoyancy with respect to GSDP over the five-year period 2017-22. Further, trends in

Revenue Receipts relative to GSDP and composition of Revenue Receipts are given in
Charts 2.4 and 2.5 respectively.

Table 2.3: Trend in Revenue Receipts

X incrore
SI. No Parameters 2017-18 2018-19 2019-20 2020-21 | 2021-22
1 |[Revenue Receipts (RR) 59,647.07 | 65,094.93 | 63,868.70 | 63,176.18 | 79,652.03
2 |Rate of growth of RR (per cent) 11.11 9.13 (-)1.88 (-)1.08 26.08
3 |Own Tax Revenue 19,894.68 | 21,427.26 | 22,117.85 | 22,889.20 | 27,083.73
4 |Non-Tax Revenue 6,340.42 7,703.02 7,933.77 | 7,136.95 | 13,851.21
Rate of growth of Own Revenue
5 |(Own Tax and Non-tax Revenue) 6.58 11.04 3.16 (-)0.08 36.33
(per cent)
6 |Gross State Domestic Product 2,82,266 | 3,27,693 | 3,44,571F | 3,52,161° |4,00,061"
7 |Rate of growth of GSDP (per cent) 741 16.09 5.15 2.20 13.60
8 |RR/GSDP (per cent) 21.13 19.86 18.54 17.94 19.91
Buoyancy Ratios?
9 |Revenue Buoyancy w.r.t GSDP 1.50 0.57 (-)0.37 (-)0.49 1.92
10 [are s Own Revenue Buoyancy to) g gg 0.69 0.61 | ()0.04 2.67

Source: Finance Accounts of the respective years, GSDP figures: Directorate of Economics and
Statistics of the Chhattisgarh State.

P-Provisional Estimates; Q-Quick Estimates; A-Advance Estimate

Revenue buoyancy measures the percentage change in the revenue receipts to the
percentage change in GSDP. As can be seen from Table 2.3, Revenue buoyancy which
was (-)0.49 during the year 2020-21 has increased to 1.92 in the year 2021-22, this
shows that during the year 2021-22 when GSDP has grown by one basis point, Revenue
Receipts of the State showed a growth of 1.92 basis points. Further, Own Revenue
buoyancy increased from (-)0.04 in 2020-21 to 2.67 during the year 2021-22 which
implies that during the year 2021-22 when GSDP of the State has grown by one basis
point, Own Revenue showed a growth by 2.67 basis points.

2Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal variable with respect to a
given change in the base variable.
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Chart 2.4: Trend of Revenue Receipts
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Chart 2.5: Trend of components of Revenue Receipts
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Source: Finance Accounts of the respective years

An analysis of Revenue receipts of the State revealed that:

Revenue receipts increased by 320,004.96 crore from X59,647.07 crore in
2017-18 to X79,652.03 crore during 2021-22. During 2021-22, Revenue
receipts increased by X16,475.85 crore (26.08 per cent) over previous year
mainly due to increase in receipts of Tax Revenue by X12,427.78 crore
(28.75 per cent) and Non-Tax Revenue by %6,714.26 crore (94.08 per cent).

During 2017-18, about 44 per cent of the Revenue receipts came from State’s
own resources, while Central Tax Transfers and Grants-in-Aid together
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contributed 56 per cent. In the year 2021-22 about 51 per cent of the Revenue
receipts came from State’s own resources, while Central Tax Transfers and
Grants-in-Aid together contributed 49 per cent.

e During the current year, Revenue receipts increased significantly by 26.08 per
cent (316,475.85 crore) while the Revenue expenditure increased by 7.11 per
cent (34,977.17 crore), leading to Revenue surplus of ¥4,642.02 crore, as against
Revenue Deficit of ¥6,856.66 crore in the previous year.

2.3.3 State’s own resources

State’s share in central taxes is determined on the basis of recommendations of the
Finance Commission. Grants-in-Aid are determined by the quantum of collection of
Central tax receipts and anticipated Central assistance for schemes. State’s performance
in mobilization of additional resources should be assessed in terms of its own resources
comprising revenue from its own tax and non-tax sources.

The states actual Own Tax and Non-Tax Revenue receipts for the year 2017-18 to 2021-
22 are given in the Table 2.4.

Table 2.4: Growth of State’s own Tax/Non-Tax revenue during 2017-22

(X in crore)
SI.No. | particulars 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 Own Tax Revenue 19,894.68 | 21,427.26 | 22,117.85 | 22,889.20 | 27,083.73
2 Rate of Growth (per cent) 5.01 7.70 3.22 3.49 18.33
3 Non-Tax Revenue 6,340.42 | 7,703.02 | 7,933.77 | 7,136.95 | 13,851.21
4 Rate of Growth (per cent) 11.84 21.49 3.00 (-)10.04 94.08

Source: Finance Accounts of the respective years

e The growth rate of Own Tax Revenue (OTR) showed fluctuating trends ranging
from 3.22 per cent to 18.33 per cent during 2017-22 and increased significantly by
%4,194.57 crore (18.33 per cent) from 322,889.20 crore in 2020-21 to 327,083.73
crore in 2021-22.

e The growth rate of Non-Tax Revenue (NTR) showed fluctuating trends ranging
from (-)10.04 per cent to 94.08 per cent during 2017-22 and increased significantly
by %6,750.04 crore (94.08 per cent) from X7,136.95 crore in 2020-21 to ¥13,851.21
crore in 2021-22.

2.3.3.1 Own Tax Revenue

Own tax revenues of the State consist of State GST, State excise, taxes on vehicles,
Stamp duty and Registration fees, Land revenue, taxes on goods and passengers, etc.
Growth of Own Tax Revenue of the State Government during the five-year period 2017-
22 is given in Chart 2.6:
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Chart 2.6: Growth of Own Tax Revenue during 2017-22
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The component-wise details of Own Tax Revenue collected during the five-year period
2017-22 are given in Table 2.5.

Table 2.5: Component-wise Own Tax Revenue during 2017-22

(X incrore)
% Increase
Sl (+) / Decrease
No. Heads 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22 | {Vioo51 5o
over 2020-21
1| Ly 6,449.60 | 4,087.72 | 3,931.37 | 4,236.04 | 5,341.10 26.00
Trades, etc.
o | State Goods and 438656 | 8,20341 | 7,894.82 | 7.925.01 | 9,483.48 19.67
Services Tax
3 | State Excise 4,054.00 | 4,489.03 | 4,952.36 | 4.635.80 | 5,106.61 10.16
4 | Taxeson Vehicles | 1,180.01 | 1,204.85 | 1,274.85 | 1,148.07 | 1,372.51 19.55
5 | SEE 1,197.47 | 1,108.46 | 1,634.63 | 1584.94 | 1,945.36 22.74
Registration Fees
6 | Land Revenue 44641 | 48757 5515 | 937.71 | 949.94 1.30
7 | Taxes on Goods 47766 | 5451 | 4051 7983 |  47.90 (-)40.00
and Passengers
Taxes and duties 1,688.96 | 1,790.27 | 1,837.00 | 234141 | 2,836.05 21.13
on electricity
Other Taxes® 14.01 1.44 0.81 0.39 0.78 100.00
Total 19,894.68 [21,427.26 | 22,117.85 | 22,889.20 | 27,083.73 18.33

Source: Finance Accounts of respective years

Own Tax Revenue of the State increased by X7,189.05 crore (36.14 per cent)

from ¥19,894.68 crore in 2017-18 to ¥27,083.73 crore in 2021-22. During the
current year, the Own Tax Revenue increased by 34,194.57 crore (18.33 per
cent) mainly due to increase in receipts under State Goods and Services Tax
(X1,558.47 crore), Taxes on Sales, Trades, etc. (31,105.06 crore).

3 Other taxes include Hotel Receipts Tax and Other Taxes on Income and Expenditure.
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e Qut of the Total Own Tax Revenue of X27,083.73 crore in 2021-22, the State
Goods and Services Tax contributed 35.02 per cent followed by Taxes on Sales,
Trades, etc. 19.72 per cent and State Excise 18.85 per cent.

2.3.3.2 State Goods and Services Tax (SGST)

The State Government implemented the Goods and Services Tax (GST) Act, with
effect from 01 July 2017. Under the GST (Compensation to the States) Act, 2017, the
Central Government will compensate the States for loss of revenue arising on account
of implementation of GST for a period of five years. The compensation payable to the
State shall be calculated for every financial year after the receipt of final revenue
figures, as audited by the Comptroller and Auditor General of India. A base year (2015-
16) revenue figure of taxes subsumed under GST was finalised under GST Act. As per
the provisions of the Act, the projected revenue for Chhattisgarh was calculated at
%16,149.36 crore for the year 2021-22 by applying the projected growth at the rate of
14 per cent per annum over the base year (2015-16) revenue of X7,357.43 crore.

Revenue on account of GST for the year 2021-22 has been depicted in the Finance
Accounts as per nature of receipts i.e., State Goods and Services Tax (SGST), Input
Tax Credit cross utilization of SGST and Integrated Goods and Services Tax (IGST),
Apportionment of IGST-transfer-in of Tax component to SGST and Advance
apportionment from IGST. Against the projected revenue of 316,149.36 crore, the
revenue receipts of the State under GST were %9,483.48 crore during the year 2021-22.
The State Government received compensation of ¥1,216.86 crore from Gol for loss of
revenue arising out of implementation of GST. Besides, the State Government also
received back to back loan of 34,965.15 crore from Gol to meet the resource gap due
to shortfall in GST compensation during 2021-22.

2.3.3.3 Non-Tax Revenue

Non-Tax revenue consists of interest receipts, dividends and profits, mining receipts,
departmental receipts, etc. The component-wise details of Non-Tax Revenue collected
during the years 2017-22 were as follows:

Table 2.6: Component wise non-tax Revenue during 2017-22
(R in crore)

% Increase

Sl (+)/ Decrease
No. Revenue head 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22 (=) in 2021-22
over 2020-21
y | Non-ferrous Miningand |~ 914 44 | 611024 | 619573 | 553849 | 12,305.39 122.18

Metallurgical Industries

2 | Interest receipts 180.44 189.55 232.41 89.77 137.96 53.68
3 | Dividend and Profits 4.80 1.49 2.39 2.29 3.64 58.95
4 | Major Irrigation 461.23 521.81 437.04 | 445091 418.17 (-)6.22
5 | Forestry and Wild Life 291.17 236.73 249.37 | 277.09 346.90 25.19
6 | Other non-tax receipts 491.34 643.20 816.83 783.40 639.15 (-)18.41
Total 6,340.42 | 7,703.02 | 7,933.77 | 7,136.95 | 13,851.21 94.08

Source: Finance Accounts of the respective years
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The Total Non-Tax Revenue receipts increased by ¥7,510.79 crore (118.46 per
cent) from 6,340.42 crore in 2017-18 to ¥13,851.21 crore in 2021-22. The Non-
Tax Revenue increased significantly by ¥6,750.04 crore (94.08 per cent) during
2021-22 over the previous year mainly due to increase in receipts from auction of
coal blocks and other minerals under Non-ferrous Mining and Metallurgical
Industries by 6,766.90 crore.

2.3.3.4 Transfers of funds from the Centre

Transfer of funds from Central Government are dependent on recommendations of
Finance Commission. The trends in this regard during the ten year period 2012-22 are
given in Chart 2.7:

Chart 2.7: Trends in transfers from the Centre
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Source: Finance Accounts of the respective years

Transfer of funds from the Centre have increased from 2015-16 onwards, as State’s
share of Central taxes increased to 42 per cent from 32 per cent as per XIV Finance
Commission. Also, The Gol accepted the recommendations of XV FC to decrease the
States’ share in the divisible pool of taxes from 42 per cent to 41 per cent with effect
from 2020-21 onwards.

Transfers from the Centre increased by ¥26,789.16 crore from I11,927.93 crore in
2012-13 to ¥38,717.09 crore in 2021-22. During the current year, Transfers from the
Centre increased by ¥5,567.06 crore from X 33,150.03 crore in 2020-21 to %¥38,717.09
crore in 2021-22.

Central Tax Transfers

The details of Chhattisgarh State’s share in Union Taxes and Duties during 2017-22 are
given in Table 2.7.
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Table 2.7: Central Tax Transfers

X incrore)
NS(I)' Head 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 | Central Goods and Services Tax 291.44 | 5,789.33 | 5,733.71 | 6,068.90 | 8,628.50
2 | Integrated Goods and Services Tax 2,094.36 462.00 0.00 0.00 0.00
3 | Corporation Tax 6,352.98 | 8,157.09 | 6,889.42 | 6,117.65 | 7,699.82
a Bexesonlicemeiatientan 5364.62 | 6,007.35 | 5,398.34 | 6,269.51 | 8,887.95
Corporation Tax
5 | Customs 2,093.70 1,662.66 1,280.78 1,097.20 | 2,017.68
6 | Union Excise Duties 2,188.50 | 1,104.93 890.49 686.04 | 1,009.06
7 | Service Tax 2,369.40 217.76 0.00 84.52 296.68
8 | Other Taxes (-)0.19 57.57 13.10 13.72 31.10
9 | Central Tax transfers 20,754.81 | 23,458.69 | 20,205.84 | 20,337.54 | 28,570.79
|| PEUEEMENE G [TENEEE @ 10.34 13.03 | (-)13.87 0.65 40.48
previous year
(g, || FETCEREDE O CEmtE] 8 3480 | 3604| 31.64| 3219| 3587
transfers to Revenue Receipts

Source: Finance Accounts of the respective years

Over the five-year period 2017-22, Central tax transfers increased by X7,815.98 crore
(37.66 per cent) from X20,754.81 crore in 2017-18 to X28,570.79 crore in 2021-22.
The growth rate of Central Tax Transfers showed fluctuating trends ranging from
(-)13.87 per cent to 40.48 per cent during 2017-22. The increase of Central Tax
transfers by X8,233.25 crore (40.48 per cent) in 2021-22 over the previous year was
mainly under Taxes on Income other than Corporation Tax (%¥2,618.44 crore) and
Central Goods and Service tax (32,559.60 crore).

2.3.3.5 Grants-in-Aid from Government of India

The State Government receives Grants-in-Aid and share of Union Taxes and Duties
based on the recommendations of Finance Commission. Details of Grants-in-Aid
(GIA) received by the State Government from Gol during 2017-22 are given below in

Table 2.8:
Table 2.8: Grants-in-Aid from Gol
(R incrore)
ng Particulars 2017-18 2018-19 2019-20 2020-21 2021-22
1 | Grants for Centrally Sponsored Schemes | 9,275.76 | 8,214.77 | 7,808.24 | 6,975.55 | 6,170.60
2 Finance Commission Grants 1,460.23 | 1,679.48 | 2,044.75 | 2,289.50 | 2,379.80
3 | Other Transfers/Grants to State 1,921.17 | 2,611.70 | 3,758.25 | 3,547.44 | 1,595.90
4 Total 12,657.16 | 12,505.95 | 13,611.24 | 12,812.49 | 10,146.30
5 )F;z;(r:entage of increase over the previous 93.34 (119 8.84 (-)5.87 (-)20.81
6 | Revenue Receipts 59,647.07 | 65,094.93 | 63,868.70 | 63,176.18 | 79,652.03
Total grants-in-aid as a percentage of
J Revenue Receipts of the State 2Ll dezn 2150 2028 125

Source: Finance Accounts of the respective years
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GIA constituted 12.74 per cent of revenue receipts of the State Government during
the year 2021-22. Grants for Centrally Sponsored Schemes (36,170.60 crore) to the
State constituted 61 per cent of the total grants during the year. Finance
Commission Grants (2,379.80 crore) to the State were provided for Local Bodies
and State Disaster Response Fund (SDRF) and constituted 23 per cent of total
grants during the year. Other Grants to State from the Gol (%¥1,595.90 crore) included
GST compensation of ¥1,216.86 crore which constituted 76.25 per cent of other
transfer/grant.

Grants-in-Aid from Gol decreased by X2,666.19 crore (20.81 per cent) during the
year 2021-22 compared to the previous year primarily due to decrease in receipt of
Grants for Centrally Sponsored Schemes by ¥804.95 crore (under Pradhan Mantri
Awas Yojna (Urban) (X¥234.01 crore), Urban Rejuvenation Mission-(AMRUT)
(X411.38 crore) and others) and GST compensation by ¥1,951.54 crore under Other
Transfers/Grants to State.

Further, the State Government received back to back loan of ¥4,965.15 crore in lieu of
shortfall in GST compensation during 2021-22 as debt receipt which would otherwise
be a transfer as GIA from Gol.

2.3.3.6 Fifteenth Finance Commission Grants

Government of India provided grants under Fifteenth Finance Commission for local
bodies and State Disaster Risk Management Fund (SDRMF) to the states. Details of
grants provided by the Gol to the State in this regard during the year 2021-22 are given
in Table 2.9:

Table 2.9: Grants-in-Aid released by Gol during 2021-22 as per recommendation
of Fifteenth Finance Commission (XVFC)

(X incrore)

Sl. Transfers Recommendation of 15" Grant released in
No. FC 2021-22 by Gol
Local Bodies

1 Grants to PRIs

(a) | Basic Grants (Grants-in-aid-General) ‘ 1,075.00 1,075.00

2 Grants to ULBs

(@) | Grants for Million Plus cities 163.00 107.50%

(b) | Grants for non-Million Plus cities 367.00 426.50*

3 Health Grant to Local Bodies 339.00 338.80

4 Total for Local Bodies 1,944.00 1,947.80

State Disaster Risk Management
5 | Fund (SORMF) g 432.00 432.00
6 Grand Total 2,376.00 2,379.80

Source: Finance Accounts of 2021-22 and XVFC report
# Includes ¥53.50 crore pertaining to the year 2020-21 released by Gol in the 2021-22, * Includes 9243

crore pertaining to the year 2020-21 released by Gol in the 2021-22

e As of March 2022, the State Government received entire basic grants for PRIs
(X1,075.00 crore) as against the recommendation of Fifteenth Finance Commission
(XVFC) during 2021-22.
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e The State Government received I237.50 crore for ULBs against the XVFC
recommendation of ¥530.00 crore for the year 2021-22. Grant of ¥ 296.50 crore for
ULBs against the recommendation of X\VVFC for the year 2020-21 was also received
during the year 2021-22.

e The State Government received entire Union’s share of State Disaster Response
Fund against the recommendation of XVFC (3432.00 crore) during 2021-22.

2.3.3.7 Receipts under Capital Section

Receipts under capital section comprise miscellaneous capital receipts such as proceeds
from disinvestment, recoveries of loans and advances, debt receipts from internal
sources (market loans, borrowings from financial institutions/ commercial banks) and
loans and advances from Gol.

The following table shows the trends in growth and composition of receipts in capital
section for the year 2017-18 to 2021-22.

Table 2.10: Trends in growth and composition of Receipts in Capital Section

R incrore)
SI. | Sources of State’s Receipts under | 41715 | 201819 | 2019-20 | 2020-21 | 2021-22
No. | capital section
1 | Miscellaneous Capital Receipts 3.32 5.26 4.70 4.85 4.89
2 | Recovery of Loans and Advances 138.59 162.32 256.78 104.80 88.06
3 | Inter-State Settlement 1.24 0.56 0.13 (-)0.67 (-)0.04
4 | Non-Debt Capital Receipts (A) 143.15 168.14 261.61 108.98 92.91
5 | Internal Debt 9,187.89 | 13,816.66 | 19,308.36 | 17,961.37 | 9,321.77
6 | Growth Rate (in per cent) 80.21 50.38 39.75 (-)6.98 (-)48.10
7 | Loans and advances from the Central 46455 | 55344 | 27917 | 362031 | 577651
Government
8 | Growth Rate (in per cent) 21.76 19.13 | (-)49.56 | 1,196.81 59.56
9 | Public Debt Receipts (B) 9,652.44 | 14,370.10 | 19,587.53 | 21,581.68 | 15,098.28
10 | Receipts under capital section (A+B) | 9,795.59 | 14,538.24 | 19,849.14 | 21,690.66 | 15,191.19
11 | Rate of growth of non-debt Capital ()1854 | 1746 | 5559 | (5834 | (-)14.75
Receipts (per cent)
12 Rate of gr_owth of_Publlc Debt receipts 76.14 48.88 36.31 10.18 (-)30.04
under capital section (per cent)
13 Ra_tte of growth of GSDP at current 741 16.09 515 220 13.60
price (per cent)
Rate of growth of receipts under
14 73.20 48.42 36.53 9.28 | (-)29.96

capital section (per cent)

Source: Finance Accounts of the respective years

Capital section receipts of the State increased by ¥5,395.60 crore (55.08 per cent) from
%9,795.59 crore in 2017-18 t0 ¥15,191.19 crore in 2021-22. During 2021-22, the capital
section receipts decreased by ¥6,499.47 crore (29.96 per cent) over the previous year
mainly due to decrease in Public Debt receipts by %6,483.40 crore (30.04 per cent)
inspite of increase in loans and advances from Gol. Increase in loans and advances was
due to receipt of %4,965.15 crore from Gol as back to back loan in lieu of GST
compensation shortfall.

Non-Debt capital receipts, mainly in the form of recovery of loans and advances
decreased by ¥16.07 crore (14.75 per cent) in 2021-22 over the previous year.
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2.3.4 State’s performance in mobilization of resources

State’s performance in mobilization of resources is assessed in terms of its own
resources comprising own-tax and non-tax sources. Details of the State’s actual own
tax and non-tax revenues for 2021-22 in comparison to the Fifteenth Finance

Commission (XVFC) assessment and budget estimates are given in Table 2.11.

Table 2.11: Tax and non-tax receipts vis-a-vis projections

R incrore)
Percentage variation of
Sl. Particulars XVFC Budget Actual actual over
No. projections | Estimates Budget XVFC
estimates projections
1 | Own Tax revenue 24,105.00 25,750.00 27,083.73 5.18 12.36
2 | Non-tax revenue 8,871.00 9,250.00 13,851.21 49.74 56.14
Total 32,976.00 | 35,000.00 | 40,934.94 16.96 24.14

Source: Finance Accounts, Budget Books and Finance commission report

The State Government exceeded in meeting the expectations of the XVVFC by 24.14 per
cent and 16.96 per cent in mobilizing its own resources against the targets set in its own
budget estimates. Increase in Own Tax revenue (31,333.74 crore) was mainly due to
increase in Taxes on Sales, Trades, etc. by ¥ 984.21 crore than projections made in the
budget. Similarly, increase of I4,601.21 crore in Non-Tax revenue was mainly due to
more receipts under Non Ferrous Mining and Metallurgical Industries (35,705.39 crore)
than projections made in the budget.

2.4  Application of Resources

The State Government is vested with the responsibility of incurring expenditure within
the framework of fiscal responsibility legislations, while at the same time ensuring that
the ongoing fiscal correction and consolidation process of the State is not at the cost of
expenditure directed towards development of capital infrastructure and social sector.

2.4.1 Growth and composition of expenditure

The total expenditure incurred, its composition, and relative share in GSDP during the
years 2017-18 to 2021-22 is presented in Table 2.12.

Table 2.12: Total Expenditure and its composition

® incrore
Sl. 2021-22 | 2021-22
No. Parameters 2017-18 | 2018-19 | 2019-20 | 2020-21 (Budget) | (Actual)
1 Total 66,600.54 | 73,555.31 | 82,099.86 | 79,107.54 | 97,106.45 | 85,838.04
Expenditure(TE)
Revenue
2 : 56,229.75 | 64,411.17 | 73,477.31 | 70,032.84 | 83,027.55 | 75,010.01
Expenditure (RE)
3 | Capital 10,000.96 | 8,903.45 | 8,566.39 | 9,024.19 | 13,839.35 | 10,504.22
Expenditure
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4 ";fc’ians G 360.83 |  240.69 56.16 5051 | 23955 | 32381
\Vances
5 | Asa percentage of GSDP
6 ;?C'?az atcurrent |5 g9 966 | 327,693 | 344571 | 352161 | 3.83098 | 400,061
7 | TE/GSDP 2359 22.45 23.83 22.46 2535 21.46
8 RE/GSDP 19.92 19.66 21.32 19.89 2167 18.75
9 | CE/GSDP 354 2.72 2.49 256 361 263
Loans and
10 | o D 0.13 0.07 0.02 0.01 0.06 0.08

Source: Finance Accounts of the respective years

The above table shows that total expenditure of the State increased by 19,237.50 crore
(28.88 per cent) from ¥66,600.54 crore in 2017-18 to ¥85,838.04 crore in 2021-22.
The total expenditure showed increasing trend during 2017-22 except for the year
2020-21. However, the total expenditure as a percentage of GSDP decreased from
23.59 per cent to 21.46 per cent during the same period. During the current year, total
expenditure increased by 6,730.50 crore (8.51 per cent) over the previous year due
to increase in revenue expenditure by 4,977.17 crore (7.11 per cent), capital
expenditure by ¥1,480.03 crore (16.40 per cent) and loans and advances by ¥273.30
crore (541.08 per cent).

During the 2021-22, actual expenditure on revenue and capital was less than the
budgeted estimates however the expenditure on loans and advances was more than the
budgeted estimates. Deviations from the budget estimates are indicative of non-
attainment and non-optimisation of the desired fiscal objectives due to a variety of
causes, both within and outside the control of the Government.

Further, the revenue expenditure as a percentage of GSDP has decreased from 19.89
per cent to 18.75 per cent, while capital expenditure as a percentage of GSDP
increased from 2.56 per cent to 2.63 per cent over the previous year. Chart 2.8 depicts
the trend of the share of the components in total expenditure.

Chart 2.8: Total Expenditure: Trends in share of its components
(in per cent)

100 0.55 0.33 0.07 0.06 0.38
80
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40
20
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ORevenue Expenditure (RE)  ECapital Expenditure i Loans and Advances

Source: Finance Accounts of the respective years

4 Loans and advances including inter-State settlement.
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It is evident from the above Chart that Capital Expenditure and Loans & Advances have
generally displayed a decreasing trend with inter year fluctuations in the last five years.

In terms of activities, the total expenditure (refer Appendix 2.1) comprises of
expenditure on General Services including Interest Payments, Social Services,
Economic Services and others. Relative expenditure on these components is shown in

Table 2.13.
Table 2.13: Relative share of various sectors of expenditure

® incrore
Sl. No. Parameters 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 General Services 13,373.74 | 15,535.80 | 19,289.82 | 20,095.21 | 21,727.03
2 | Social Services 27,116.57 | 25,319.17 | 28,610.12 | 28,001.32 | 31,382.55
3 | Economic Services 24,744.50 | 31,804.93 | 33,079.55 | 29,885.69 | 31,615.95
4 | Others (Grantsto Local Bodies | ) qe5 79 | go5a1 | 112037 | 112532 | 111251

and Inter-State settlement)
Total Expenditure 66,600.54 | 73,555.31 | 82,099.86 | 79,107.54 | 85,838.04

Source: Finance Accounts of the respective years

e Expenditure on General services increased by ¥1,631.82 crore (8.12 per cent) from
%20,095.21 crore in 2020-21 to ¥21,727.03 crore in 2021-22 mainly due to increase
in expenditure on Government Contribution to Defined Pension Contribution
Scheme by ¥286.00 crore and interest payment by ¥511.00 crore.

e Expenditure in Social Services increased by ¥3,381.23 crore (12.08 per cent) over
the previous year mainly due to increase in expenditure in General Education by
%1,361.11 crore, Medical and Public Health by ¥844.93 crore and Water supply and
Sanitation by ¥534.62 crore.

e Expenditure in Economic Services increased by ¥1,730.26 crore (5.79 per cent) over
the previous year mainly due to increase in expenditure on Rural Employment by
%629.41 crore and Road and Bridges by ¥1,071.81 crore.

Chart 2.9: Total expenditure - Expenditure by activities

(in per cent)
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Page 33




State Finances Audit Report for the year ended 31 March 2022

As can be seen from Chart 2.9, Social and Economic services constituted 73.39 per
cent of total expenditure during the 2021-22. The State has spent more amount in social
services whereas marginal reduction has been seen in General and Economic services
w.r.t to activity components of total expenditure during 2021-22. Chart 2.10 depicts
the composition of expenditure during 2021-22.

Chart 2.10: composition of total expenditure during 2021-22
(in per cent
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Source: Finance Accounts 2021-22

Chart 2.10 presents that during the year 2021-22, the revenue expenditure under Social
Services was highest at 32.58 per cent of total expenditure followed by Economic
Service 28.61 per cent and General Service 24.90 per cent. The capital expenditure on
General, Social, Economic services and loans and advances disbursed was 12.61 per
cent of total expenditure.

2.4.2 Revenue Expenditure

Revenue expenditure is incurred to maintain the current level of services and payment
for the past obligations. As such, it does not result in any addition to the State’s
infrastructure and service network.

The overall revenue expenditure, its rate of growth, its ratio to total expenditure and
buoyancy vis-a-vis GSDP and revenue receipts are indicated in Table 2.14 and trend of
revenue expenditure w.r.t. Budget estimates and GSDP is shown in Chart 2.11.

Table 2.14: Revenue Expenditure—basic parameter

(X in crore)

Sl. No. Parameters 2017-18 2018-19 2019-20 2020-21 2021-22
1 Total Expenditure (TE) 66,600.55 | 73,555.31 | 82,099.86 | 79,107.54 | 85,838.04

2 Revenue Expenditure (RE) 56,229.75 | 64,411.17 | 73,477.31 | 70,032.84 | 75,010.01

3 Rate of Growth of RE (per cent) 16.74 14.55 14.08 (-)4.69 7.11

4 E:r‘fe';‘t‘:g?;ﬂe?g”“re & 84.43 87.57 89.50 88.53 87.39

5 RE/GSDP (per cent) 19.92 19.66 21.32 19.89 18.75
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6 Revenue Receipts (RR) 59,647.07 | 65,094.93 | 63,868.70 | 63,176.18 | 79,652.03

7 Rate of Growth of RR (per cent) 11.11 9.13 (-)1.88 (-)1.08 26.08

8 RE as percentage of RR 94.27 98.95 115.04 110.85 94.17
Buoyancy of Revenue Expenditure with

9 GSDP (ratio) 2.26 0.90 2.73 (-)2.13 0.52

10 Revenue Receipts (ratio) 1.51 1.59 (-)7.49 4.34 0.27

Source: Finance Accounts of respective years

Revenue expenditure continued to be the dominant component of the total expenditure
and its share increased from 84.43 per cent in the year 2017-18 to 87.39 per cent in the
year 2021-22. The rate of growth of revenue expenditure of the state showed a
decreasing trend from 16.74 per cent in 2017-18 to 7.11 per cent in 2021-22 with inter
year fluctuations. Revenue expenditure increased during 2021-22 by 34,977.17 crore
(7.11 per cent) over the previous year mainly due to increase in salary and wages from
%21,543.04 crore in 2020-21 to ¥23,541.33 crore in 2021-22. Revenue Expenditure
buoyancy with GSDP measures the percentage change in the revenue expenditure to the
percentage change in GSDP. As can be seen from the Table 2.14, the revenue
expenditure buoyancy ratio which was (-)2.13 in the year 2020-21 has increased to 0.52
in the year 2021-22 due to positive growth rate of revenue expenditure.

Chart 2.11: Revenue Expenditure w.r.t. Budget estimates and GSDP

® incrore)
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Source: Finance Accounts of respective years

As can be seen from above Chart, the revenue expenditure was within the budgeted
estimates in last five years i.e. 2017-18 to 2021-22. During 2021-22, revenue
expenditure as percentage of GSDP has decreased from 19.89 per cent to 18.75 per cent
over the previous year.
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The sectoral distribution of revenue expenditure is given in Chart 2.12:

Chart 2.12: Sectoral distribution of Revenue Expenditure during 2021-22
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Source: Finance Accounts of 2021-22
2.4.2.1 Major Changes in Revenue Expenditure

Table 2.15 details significant variations under various Heads of Account with regard to
Revenue expenditure of the State during the current year and the previous year.

Table 2.15: Details of significant variation in Revenue Expenditure
(X incrore)

,\Sl’:) Major Heads of Accounts 2020-21 2021-22 'B‘;ﬁi;ié?;
1 2202-General Education 13,964.06 15,332.29 1,368.23
2 2210-Medical and Public Health 4,924.27 5,956.21 1,031.94
g 2505-Rural Employment 971.90 1,601.31 629.41
4 2049-Interest Payments 5,633.11 6,144.24 511.13
5 2406-Forest 1,039.07 1,300.58 261.51
6 2055-Police 3,909.77 4,265.75 355.98
7 2801-Power 4,393.81 3,800.00 (-)593.81
8 2515-Other Rural Development Programmes 2,453.72 2,096.79 (-)356.93

Source: Finance Accounts for the respective years

Revenue expenditure under Major Head 2202-General Education increased
significantly during the year, primarily due to increase in expenditure on Government
Secondary Schools and teachers training. Increase in expenditure under the Head 2210-
Medical and Public Health was mainly due to increase on expenditure of components
of public health like Prevention and Control of Diseases, Tribal Sub-Plan etc. by 123
per cent. Further, increase in expenditure under the Head 2505-Rural Employment
during 2021-22 as compared to previous year was due to increase in expenditure on
assistance provided to Zilla Panchayats by 70 per cent.

During 2021-22, decrease in expenditure under the Major Head 2801-Power was due to
less expenditure incurred on Special Component Plan for Scheduled Castes under
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General and Rural Electrification as compared to previous year. Decrease in expenditure
on 2515-Other Rural Development Programmes during current year was mainly due to
decrease in expenditure on Assistance to Gram Panchayats and Assistance to Janpad
Panchayats over the previous year.

2.4.2.2 Committed and Non-Committed Expenditure

Expenditure of the State Government on revenue account can be classified as committed
and non-committed expenditure. Committed Expenditure of Government on revenue
account consists mainly of expenditure on salaries and wages, interest payments,
pensions and subsidies. Expenditure other than committed expenditure can be classified
into non-committed expenditure. Increase in committed expenditure restricts the
Government’s ability to incur developmental expenditure.

Table 2.16 presents the trends in the components of committed expenditure during
2017-22.
Table 2.16: Components of Committed Expenditure

®® incrore)
Components of
el Corgwmitted 2017-18 | 2018-19 | 201920 | 202021 | 292122 | 2021-22
No. Expendit (Budget) | (Actual)
penditure
1 | Salaries & Wages 13,183.70 | 17,807.60 | 21,763.92 | 22,002.14 | 25,121.65 | 24,017.78
2 E:ﬁ;’;‘:}'st”re on 3,923.58 | 542850 | 6,637.98 | 7,136.00 | 6,580.76 | 7,472.22
3 Interest Payments 3,098.33 | 3,65255| 4,970.36 | 5,633.11 | 6,470.83 | 6,144.24
4 | Subsidies 5,004.69 | 8,323.01 | 11,483.23 | 7,307.94 | 7,479.68 | 6,565.30
5 Total 25,210.30 | 35,211.66 | 44,855.49 | 42,079.19 | 45,652.92 | 44,199.54
6 | Asa percentage of Revenue Receipts (RR)
7 | Salaries & Wages 22.10 27.36 34.08 34.83 31.54 30.15
g (EYEmLGE e 6.58 834| 1039 11.3 e 0.38
Pensions
9 Interest Payments 5.19 5.61 7.78 8.92 8.12 7.71
10 | Subsidies 8.39 12.79 17.98 11.57 9.39 8.24
11 Total 42.26 54.10 70.23 66.62 57.31 55.48
12 | As a percentage of Revenue Expenditure (RE)
13 | Salaries & Wages 23.45 27.65 29.62 31.41 33.49 32.02
Expenditure on 8.77
14 | b 6.98 8.43 9.03 10.19 9.96
15 | Interest Payments 5.51 5.67 6.77 8.04 8.63 8.19
16 | Subsidies 8.90 12.92 15.63 10.44 9.97 8.75
17 Total 44.84 54.67 61.05 60.08 60.86 58.92

Source: Finance Accounts of the respective years

The committed expenditure affects the State in prioritising expenditure and in meeting
capital investments to meet growing needs of social and economic infrastructure. The
high proportion of committed expenditure to revenue receipts and revenue expenditure
indicates that the State has limited flexibility in allocation of its resources for new
schemes. Table 2.16 shows that, Committed Expenditure has increasing trend and
grown from ¥25,210.30 crore (44.84 per cent of RE)) in 2017-18 to 344,199.54 crore
(58.92 per cent of RE) in 2021-22. During the current year, committed Expenditure
increased by 2,120.35 crore mainly on account of increase in expenditure towards
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Salaries & Wages. The interest payment has increased (98.31 per cent) as compared to
the year 2017-18 due to continuous rise in the public debt during 2017-18 to 2021-22.

Further, during 2021-22, the State Government, paid ¥6,565.30 crore as subsidy. The
expenditure on subsidies increased by ¥1,560.61 crore (31.18 per cent) from ¥5,004.69
crore in 2017-18 to 6,565.30 crore in 2021-22. It also includes central assistance of
%168.07 crore for subsidy under Centrally Sponsored Schemes. During the year
2021-22, subsidy of 6,565.30 crore (which was less than the budget estimates of
X7,479.68 crore) was 8.24 per cent and 8.75 per cent of revenue receipts and revenue
expenditure respectively. Subsidies as a percentage of Revenue Receipt decreased from
11.57 per cent in 2020-21 to 8.24 per cent in 2021-22 and as a percentage of Revenue
expenditure decreased from 10.44 per cent in 2020-21 to 8.75 per cent in 2021-22. The
overall decrease (X742.64 crore) during the 2021-22 as compared to previous year 2020-
21 was mainly due to decrease in subsidies under Chief Ministers food assistance
scheme. The departments with major portion of subsidy during the year 2021-22 are
shown in Table 2.17.

Table 2.17: Departments with major portion of subsidy during the year 2021-22

Sl. | Name of the Subsidy Percentage of

No. | Department | Rincrore) | total Subsidy FETTEUIETS

Grant (X1,075.00 crore) for free Supply of electricity
to Agriculture Pumps up to five Horse Power and

Lo B ga S Relief in Electricity Bills (3900 crore) to Domestic
Electricity Consumers

Food and On Acc_ount of grant_ to State Cooperative Marketing

5 Civil 3.675.95 55 98 Federation for meeting losses on fooq _procurement

supplies T ' (X1,005.25 crore) and Chief Ministers Food

Assistance Scheme (32,382.99 crore)

Source: Finance Accounts 2021-22

The trend of committed expenditure w.r.t. Budget estimates and GSDP is shown in

Chart 2.13.
Chart 2.13: Committed Expenditure w.r.t. Budget estimates and GSDP
® incrore)
50,000 13.02 14.00
45,000 12.00
40,000
35,000 10.00
30,000 8.00
25,000
20,000 6.00
15,000 4.00
10,000 .
5,000 00
0 0.00
2017-18 2018-19 2019-20 2020-21 2021-22
=1 Committed Exp  ——4Committed Exp (Budget Estimates) ==@==Committed Exp/GSDP (%6)
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As can be seen from above Chart, committed Expenditure showed increasing trend
during the last five years except during 2020-21. Committed expenditure remained
within the projected budget figures during the five year except during the year 2018-19
and 2019-20 it exceeded the budget estimates.

Percentage of committed and non-committed expenditure to revenue expenditure
during 2017-22 is given in Chart 2.14:

Chart 2.14: Share of Committed and Non-Committed Expenditure
(in per cent)
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Source: Finance Accounts of the respective years

As can be seen from Chart 2.14 above, share of committed expenditure in total revenue
expenditure increased from 44.84 per cent in 2017-18 to 58.92 per cent in 2021-22.
Ratio of committed expenditure also increased to 55.48 per cent of revenue receipts in
2021-22 from 42.26 per cent in 2017-18. Further, non-committed expenditure
decreased from 55.16 per cent in 2017-18 to 41.08 per cent in 2021-22,

2.4.2.3 Un-discharged Liability under National Pension System

During 2021-22, expenditure on pension payments was I7,472.22 crore, out of which
%1,282.75 crore was incurred towards National Pension System (NPS) applicable to
employees recruited on or after 1 January 2005.

National Pension System (NPS)

The State Government employees recruited on or after 1 November 2004 are covered
under the National Pension System (NPS), which is a defined contributory pension
scheme. In terms of the scheme, the employee contributes 10 per cent of basic pay and
dearness allowance, which is matched by the State Government, and the entire amount
is transferred to the designated fund manager through the National Securities
Depository Limited (NSDL)/ Trustee Bank.

Deduction of contributions under New Pension System from the employees
commenced from March 2006 along with contribution of arrears for the period
December 2004 to February 2006. During 2021-22, receipts under the Public Accounts
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- Major Head 8342 Other Deposits — (117) Defined Contribution Pension Scheme was
1,296.61 crore®, out of which ¥1,291.00 crore was transferred to NSDL, resulting in
less transfer of amount i.e. ¥5.61 crore. As on 31 March 2022, ¥37.78 crore remained
in the Public Account, pending transfer to NSDL/Trustee Bank. Short transfer of ¥5.61
crore and previous balance of 32.17 crore resulted in avoidable liability of ¥37.78
crore to the State Government and created uncertainty in respect of benefit due to the
employees to that extent.

After the commencement of work of Regulation of Pension fund by Pension Fund
Regulatory Development Authority, the State Government contribution is debited to
Major Head 2071 and directly transferred to the Trusty Bank without routing it through
Major Head 8342-117. Against employee’s contribution of ¥1,286.67 crore, the State
Government contributed only ¥1,282.75 crore, resulting in short contribution of
%3.92 crore to Defined Contribution of Pension Scheme.

2.4.2.4 Financial assistance by the State Government to Local Bodies
and other Institutions

The quantum of financial assistance by way of grants and loans provided by the State
Government to Local Bodies and other institutions during last five years are given in
Table 2.18.

Table 2.18: Financial Assistance to Local Bodies and other Institutions

® incrore)
,:Skl)' Financial Assistance to Institutions | 2017-18 | 2018 -19 | 2019-20 | 2020-21 | 2021-22
1 | (A) Local Bodies
2 Urban Local Bodies 3,425.75 | 2,778.73 | 3,138.94 | 3,554.17 | 3,904.13
3 Panchayati Raj Institutions 10,899.36 | 6,905.17 | 6,006.83 | 4,421.79 | 4,345.60
4 Total (A) 14,325.11 | 9,683.90 | 9,145.77 | 7,975.96 | 8,249.73
5 (B) Others
Educational Institutions (Aided
6 | Schools, Aided Colleges, 235.45 170.44 273.67 204.97 254.57
Universities, etc.)
7 Development Authorities 287.03 271.41 235.06 229.93 393.08
8 gnoéol\‘l’ggg"e & Other Institutions | 1 155 75 | 13 25570 | 10,499.70 | 12,555.37 | 13,241.09
9 | Total (B) 10,638.20 | 13,697.55 | 11008.43 | 12,990.27 | 13,888.74
10 | Total (A+B) 24,963.31 | 23,381.45 | 20,154.20 | 20,966.23 | 22,138.47
11 | Revenue Expenditure 56,229.75 | 64,411.17 | 73,477.31 | 70,032.84 | 75,010.01
1p | Assistance as percentage of 44.40 36.30 27.43 29.94 29.51
Revenue Expenditure

Source: Finance accounts of respective years

Financial assistance to Local Bodies and other Institutions has shown a decreasing trend
upto 2020-21 and increased by ¥1,172.24 crore from 320,966.23 crore in 2020-21 to

5%1,286.67 crore pertains to employees contribution and ¥9.93 crore pertains to employee and employers
contribution of deputation employees.
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%22,138.47 crore in 2021-22. During 2021-22, Financial assistance to Local Bodies
increased by X273.77 crore over the previous year mainly due to more assistance
provided to Urban Local Bodies. Financial assistance to Local Bodies and other
Institutions by the State Government as percentage of Revenue Expenditure has
decreased from 44.40 per cent in 2017-18 to 29.51 per cent in 2021-22,

2.4.3 Capital Expenditure

Capital expenditure includes primarily expenditure on creation of fixed infrastructure
assets, such as buildings, roads, bridges, etc. Details of capital expenditure against the
budget estimates during the five-year period 2017-22 are given in Chart 2.15.

Chart 2.15: Capital expenditure in the State

® incrore)
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0 — — — — 0%
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=4 Capex L——1Budget Estimates ==@==Capex as a percentage of total expenditure

Source: Finance Accounts of the respective years

Capital expenditure increased during the last five years from ¥10,000.96 crore in
2017-18 t0 ¥10,504.22 crore in 2021-22. However, the State could not meet the budget
estimate on creation of assets from 2017-18 to 2021-22. During 2021-22, Capital
expenditure increased by 16.40 per cent (%¥1,480.03 crore) over the previous year
mainly due to increase in expenditure in Jal Jeevan Mission Yojana, and State Highway
Road Construction works.

During 2021-22, 42 per cent of total capital expenditure (310,504.22 crore) was
incurred on Roads and Bridges (34,415.62 crore) followed by 13.56 per cent on water
supply and sanitation (X1,424.47 crore).

2.4.3.1 Major changes in Capital Expenditure

Table 2.19 highlights the cases of significant increase or decrease in various heads of
account in capital expenditure during 2021-22 vis-a-vis the previous year.
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Table 2.19: Capital Expenditure during 2021-22 compared to 2020-21
R incrore)

Increase (+)/

No. Major Heads of Accounts 2020-21 | 2021-22 Decrease ()
1 | 5054-Capital Outlay on Roads and Bridges 3,351.28 | 4,415.62 1,064.34
2 | 4215-Capital Outlay on Water Supply and Sanitation 907.93 | 1,424.47 516.54
3 | 4801-Capital Outlay on Power Projects 52.11 327.95 275.84
4 | 5275-Capital Outlay on Other Communication Services 70.00 200.00 130.00
5 | 4059-Capital Outlay on Public Works 400.11 | 247.43 (-)152.68
6 | 4210-Capital Outlay on Medical and Public Health 511.71 | 324.70 (-)187.01
7 g?c}grfrﬁﬁ:g Outlay on other Rural Development 35057 | 271.28 (:)79.29

Source: Finance Accounts of 2020-21 and 2021-22

The increase in expenditure on Roads and Bridges was mainly due to administrative
approval of new work under State Highways Bridges and Road works projects. Increase
in expenditure on Water Supply and Sanitation was mainly due to increase in
expenditure under Jal Jeevan Mission Yojana and Water Augmentation Scheme of
Urban Bodies. Further, increase in expenditure on Power Projects was mainly due to
increase in Mukhyamantri Mazra Tola Vidhyutikaran Yojna and increase in expenditure
on Other Communication Services was due to payment of pending bills.

During 2021-22, decrease in expenditure under the Major Head 4210-Capital outlay on
Medical and Public Health and under the Major Head 4515- Capital outlay on other
Rural Development programmes was due to delay in administrative approval of work.
Decrease in expenditure on Public Works was mainly due to decrease in expenditure on
Infrastructure Development Fund and Environment Fund.

2.4.3.2 Quality of Capital Expenditure

This section presents an analysis of investments and other capital expenditure
undertaken by the Government as of 31 March 2022.

Quality of investment in Companies, Corporations and other Bodies

Capital Expenditure in companies, corporations and other bodies, which are loss
making or where net worth is completely eroded, is not sustainable.

Investments made and loans given to companies, corporations, and co-operatives which
are loss making and those whose net worth is completely eroded, affect the quality of
capital expenditure. Return on investment in share capital invested in PSUs and history
of repayment of loans given to various bodies are important determinants of quality of
capital expenditure. Issues related to quality of investment in PSUs viz. Investment in
PSUs, Rate of Return on Investment, Erosion of Net Worth, Dividend Payout, Return
on Capital Employed etc., have been discussed in detail in Chapter V of the Report.

Investment and Returns

As per the Finance Accounts 2021-22, the Government of Chhattisgarh had invested
%7,320.19 crore in 10 Statutory Corporations, 28 Government Companies, 22 Joint
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Stock Companies, two Rural Banks and 1460 Co-operative Institutions and local bodies
in the State as of 31 March 2022. The State Government earned a return of X3.64 crore
on these investments during 2021-22. Year-wise details of investment by the
Government of Chhattisgarh over the five-year period 2017-18 to 2021-22 are as
follows:

Table 2.20: Details of Investment and Return on Investment

R incrore)
NS(I)' Investment/Return/Cost of borrowings | 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 Statutory Corporations 37.82 86.92 87.88 88.34 89.69
(No. of entities) (02) (10) (10) (10) (10)
2 Government Companies 6,459.45 | 6,683.34 6,683.34 | 6,683.34 | 6,733.34
(No. of entities) (13) (28) (28) (28) (28)
3 Joint Stock Companies 144.80 145.21 145.21 145.21 156.93
(No. of entities) (05) (22) (22) (22) (22)
4 Rural Banks 25.15 25.15 25.15 25.15 25.15
(No. of entities) (01) (02) (02) (02) (02)
| RS gt 199.15 | 32742 | 32421 | 31926 | 31508
(No. of entities) (1523) (1523) (1460) (1460) (1460)
6 Total Investment 6,866.37 | 7,268.05 7,265.79 | 7,261.30 | 7,320.19
7 Investment at the end of the year 6,866.37 | 7,268.05 7,265.79 | 7,261.30 | 7,320.19
8 Return on investment 4.80 1.49 2.39 2.29 3.64
9 Return on investment (per cent) 0.07 0.02 0.03 0.03 0.05
10 Averagfa rate of interest on Government 6.38 6.10 6.83 6.57 6.40
borrowing (per cent)
11 Difference between interest rate and 6.31 6.08 6.80 6.54 6.35
return (per cent)
12 Loss due to dlfferenge between interest 433.27 44215 493.86 474.89 464,85
rate of market borrowing and returns
Figures in the bracket shows the number of entities

Source: Finance Accounts of respective years

During 2021-22, the return on investment was ¥3.64 crore (0.05 per cent). However,
the Government paid interest on its borrowing at an average rate of 6.40 per cent during
the same period. Continued use of borrowed funds to fund investment which do not
have sufficient financial returns will lead to an unsustainable financial position.

Loans and Advances by State Government

In addition to investments in Co-operative societies, Corporations and Companies, the
State Government has also provided loans and advances to many
institutions/organisations.

Table 2.21 presents the outstanding loans and advances as on 31 March 2022, along
with interest receipts vis-a-vis interest payments during the five-year period 2017-18
to 2021-22.
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Table 2.21: Loans disbursed and recovered during 2017-18 to 2021-22

< in crore)
ng Loans disbursed and recovered 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 | Opening balance of loans outstanding 941.98 | 1,519.63 | 1,597.75 | 1,397.08 | 1,173.86°
2 | Amount advanced during the year 368.76 240.44 56.11 50.50 324.06
3 | Amount recovered during the year 138.59 162.32 256.78 104.8 88.06
A || LS CEVENES ORI 1,172.16 | 1,597.75 | 1,397.08 | 1,342.78 | 1,409.86
outstanding
5 | Net addition 230.17 78.12 | (-)200.67 | (-)54.30 236.00
6 | Interest received 27.61 28.32 1.67 6.88 3.27
7 Iqterest rate on Loans and Advances 217 204 0.11 050 0.24
given by the Government
Average rate of Interest paid on the
8 | outstanding borrowings of the 6.38 6.10 6.83 6.57 6.40
Government
9 leferenqe between rate of interest 401 406 6.72 6.07 6.16
paid and interest received (per cent)

Source: Finance Accounts of Respective years

The loans disbursed during the year have increased as compared to the previous year.
Interest received by the State Government against loan given was 33.27 crore. At the
end of March 2022, the Government had outstanding loans and advances of ¥1,409.86
crore, out of which ¥324.61 crore pertains to Urban Local Bodies, ¥213.01 crore
pertains to Government companies and I427.43 crore pertains to co-operative
societies/bodies.

Further, the State Government made fresh loans and advances during the year to the
following sugar mills against which the repayment of earlier loans and interest is in

arrears.
Table 2.22: Details of loans and advances to sugar mills during 2021-22
R incrore)
Year of Amount of Amount Re- Total loans Interest
S| previous principal of loans payment |outstanding arrear as
Nc; Name Loans outstanding durin made ason on
outstanding | as of 15t April this egr during | 31%tMarch 31March
Since 2021 y the year 2022 2022

Loh  Purush  Sardar

1 | Vallabh Bhai Patel Sugar 2017-18 95.00 13.00 2.00 106.00 31.15
Mill Limited

o0 (| EhiorarmdeuSGOperative S8 57 o7 77.00 13.00 2.00 88.00 13.49
Sugar Mill Limited

g (| Mahamayal Gos aperative S ) %) 103.67 17.00 10.00 110.67 26.73
Sugar Mill, Limited
Danteshwari maiya Co-

4 | operative Sugar Mill , 2011-12 74.83 7.00 0.25 81.58 34.59
Limited

Source: Finance Accounts 2021-22

6 Reduced by X168.92 crore vide State Government letter No. 523/R-110/2020/13/2 dated 23-02-2022 due to reconciliation of
Loan balance between the figures of Finance Account and Account of Power Company. 3168.92 crore includes ¥136.78 crore of
loan adjusted as Share Capital of the State Government in 2017-18 and ¥32.14 crore of excess payment of Interest by Chhattisgarh
State Electricity Board during 2004-05 and 2005-06 adjusted as repayment of loan.
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2.4.3.3 Capital blocked in incomplete projects

An assessment of trends in capital blocked in incomplete capital works would also
indicate quality of capital expenditure. Blocking of funds on incomplete projects/ works
impinges negatively on the quality of expenditure and deprives the State of the intended
benefits for prolonged periods. Further, the funds borrowed for implementation of these
projects during the respective years leads to extra burden in terms of servicing of debt
and interest liabilities.

A total of 357 projects with estimated cost I15,638.78 crore were sanctioned. Out of
which 148 projects were identified which were to be completed on or before 31 March
2022 and costing 10 crore and above. Year wise and Department wise details of
incomplete projects are shown in Table 2.23 and Table 2.24 respectively.

Table 2.23: Age profile of incomplete projects as on 31 March 2022

(X in crore)
Sl. No. of Incomplete . Expenditure
No. el Projectsp il Cs] (As on Bri March 2022)
1 Up to 2011 12 291.21 384.87
2 2011-12 16 468.53 973.79
3 2012-13 8 322.86 544.95
4 2013-14 13 939.35 1,146.43
5 2014-15 14 315.74 281.04
6 2015-16 21 584.90 682.06
7 2016-17 11 330.71 312.19
8 2017-18 23 504.14 609.87
9 2018-19 12 366.72 339.26
10 2019-20 11 157.33 182.11
11 2020-21 5 323.34 66.90
12 2021-22 3 64.84 10.05
Grand Total 148 4,667.24 5,493.35
Source: Finance Accounts
Table 2.24: Department-wise profile of incomplete projects
(X in crore)
49 Incomplete Projects whose cost were Cumulative
revised expenditure
Number of —
Sl. in- Estimated _Initial : Lofall 148
No. Departments complete cost estimated cost Revised Cost _ mco_mplete
projects of 49 projects cost _Of 49 overru_n in projects as
projects | 49 projects on 31
No. Amount March 2022
1 | Public Works 10 417.43 2 151.61 551.20 399.59 514.37
) ||kt 138 | 424981 | 47| 1,761.68 | 3617.75| 1,856.07 4,978.98
Resources
Total 148 4,667.24 49 | 1913.29 4,168.95 2,255.66 5,493.35

Source: Finance Accounts 2021-22

Out of 148 incomplete projects (costing more than 10 crore) with estimated cost of
%4,667.24 crore, the State Government has revised the cost of 49 incomplete projects
with cost overrun of ¥2,255.66 crore. Delay in completion of project works increases
the risk of cost escalation. Since the State Government had not evaluated the cost of 99
incomplete projects, the actual amount of expenditure to be incurred by the State could
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not be ascertained, and due to delay in completion of these projects, the intended
benefits from the projects could not be achieved.

2.4.4 Expenditure priorities

Enhancing human development levels require the States to step up their expenditure on
key social services like education, health etc. Low fiscal priority (ratio of expenditure
under a category to aggregate expenditure) is attached to a particular sector, if the
allocation is below the respective national average. The higher the ratio of these
components to total expenditure, the quality of expenditure is considered to be better.

The fiscal priorities of the State Government with regard to development expenditure,
social services expenditure and capital expenditure during 2017-18 and 2021-22 are
shown in Table 2.25 below:

Table 2.25: Expenditure priority of the State with regard to Health, Education
and Capital expenditure

(in per cent)

sl TE/GSDP | SSE/TE | ESE/TE | DE/TE | cE/TE | BdUcation/ | Health/
No. TE TE
1 Average (Ratio) 2017-18 of

2 Stzrt‘gf' Category 1613 | 36.65| 3117 | 67.82| 1556 1517 | 5.09
3 | Chhattisgarh State 2350 | 4072 | 37.15| 77.87| 1502 1864 |  6.02
4 Average (Ratio) 2021-22 of

5 Stzrt‘gf' Category 1584 | 3831 | 2844 | 6674 | 14.41 14.66 |  6.20
6 | Chhattisgarh State 2146 | 3656 | 36.83| 73.39 | 12.24 1854 | 763

TE: Total Expenditure, SSE: Social sector Expenditure, ESE: Economic Sector Expenditure, DE:
Development Expenditure, CE: Capital Expenditure, Development Expenditure includes Development

Revenue Expenditure, Development Capital Expenditure, development Loan and Advances disbursed.
*States other than NE and Himalayan States

Source: Data provided by Economic Advisor

As a percentage of Gross State Domestic Product, the Total Expenditure of
Chhattisgarh was higher than the average of General Category States.

The proportion of expenditure on Development, especially on health and
education, to the Total expenditure of Chhattisgarh has been higher than the
average of other General States.

Allocative priority accorded to Social sector expenditure by the State
Government declined from 40.72 per cent (2017-18) to 36.56 per cent (2021-
22) and it was less than the average of general category states in the current year.
Significant shortfall in expenditure vis-a-vis budget estimates 2021-22 was
noticed under the Major Heads 2202 - General Education (%2,069 crore), 2215-
Water Supply and sanitation (X 488 crore) and 2235-Social Security and Welfare
(X 281 crore) under Pradhan Mantri Matru Vandana Yojana etc.

The allocative priority accorded to capital expenditure by the State Government
was less than the average of general category States in 2021-22.
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2.4.5 Object head wise expenditure

Finance Accounts depict transactions only up to the Minor Head level. Object head wise
expenditure gives information about the object/ purpose of the expenditure. The per cent
wise object head expenditure w.r.t total expenditure for 2021-22 is shown in Chart 2.16
below:

Chart 2.16: Object head wise expenditure
(in per cent)
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Source: Finance Accounts 2021-22

As can be seen from the above chart, the expenditure under object heads Salaries &
Allowances, Grants-in-Aid and Pension & Retirement Benefits constituted 61.10 per
cent of overall expenditure ¥85,514.23 crore (Excludes expenditure on ‘Loan and
Advances’ and ‘Inter State Settlement’) of the States. Besides, Financial Assistance,
Interest/Loan repayments and Construction Works constituted 7.68 per cent, 7.55 per
cent and 4.61 per cent of the expenditure respectively.

A drill down view of budgetary allocation and extent of expenditure (above ¥1,000
crore) incurred on the actual items at the Object Head level is given in Table 2.26
below:

Table 2.26: Object head wise expenditure (where the expenditure is 1000 crore
and above) vis-a-vis budget authorisation

X incrore

Sl Original Budget . Utilisation
No. —— sIJEstimate ° L Percentage
1 14- Grants-in-Aid 25,580.38 22,163.89 86.64
2 01- Salaries and Allowances 25,121.65 22,639.42 90.12
3 12- Pension and Retirement benefits 6,580.76 7,450.26 113.21
4 13- Financial Assistance 7,479.68 6,565.30 87.78
5 35- Interest / Loan Repayments 6,913.07 6,458.51 93.42
6 97- Construction Works 5,946.02 3,940.15 66.27
7 26- Major Construction Works 4,698.95 3,516.25 74.83
8 25- Materials and Supplies 3,174.04 3,142.14 98.99
9 45- Creation of Capital Assets 2,491.83 2,227.04 89.37
10 | 37- Inter Account Transactions 2,129.14 1,587.42 74.56
11 | 27- Minor Construction Works 1369.67 1,031.70 75.32

Total 91,485.19 80,722.08 88.24

Source: Finance Accounts 2021-22
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As can be seen from the above Table, out of a total budgetary allocation of ¥91,485.19
crore under 11 object heads, the actual expenditure during 2021-22 was only

%80,722.08 crore (88.24 per cent).

2.5

Public Account

Receipts and Disbursements in respect of certain transactions such as Small Savings,
Provident Funds, Reserve Funds, Deposits, Suspense, Remittances etc., which do not
form part of the Consolidated Fund, are kept in the Public Account set up under Article
266(2) of the Constitution and are not subject to vote by the State Legislature. The
Government acts as a banker in respect of these. The balance after disbursements
during the year is the fund available with the Government for use for various purposes.

2.5.1 Net Public Account Balances

The status of receipts and disbursement under Public Account are shown in Statement
21 of the Finance Accounts. Component-wise net balances in the Public Account of

the State as of 31 March of respective years are shown in Table 2.27 below:

Table 2.27: Component-wise net balances in Public Account as of 31 March of

the year
R incrore)
S(I)' Sector Sub Sector 2017-18 2018-19 2019-20 2020-21 2021-22
1. Small National Small Savings
1 f,?‘é\'/’:gzn . Eﬂggs Sta;f] ; Pm"(')‘:ﬁre‘: (+)6,077.89 | (+)6,832.41 | (+)7.617.67 | (+)8,021.40 | (+)8,020.50
Fund, etc. Accounts
1 Resorve E)i)arin;‘fsgé‘zt Funds |\ 1100283 | (+)400.70 | (N1,101.77 | (+)614.84 | (+)769.36
2 F'unds (b) Reserve Funds not
L ik (+)1,387.39 | (+)1,254.83 | (+)1,363.00 | (+)1,384.75 | (+)1,683.77
() Deposits Deang | (1)g060 | (14290 | (93729 | (43316 |  (+)28.27
K. Deposits : i
3 | ond Advances fggeiesfos'ts notbearing | ,ve 189,04 | (+)5,964.44 | (+)5,446.01 | (+)5,951.96 | (+)5,758.23
(c) Advances ()1.74 ()L.75 (-)1.84 (-)1.84 ()7.35
(a) Suspense (+)57.24 |  (+)35.96 | (+)29.66 | (+)20.08 |  (+)84.64
L. Suspense |_()Other Accounts ()4,022.35 | (-)9,711.03 | (-)5,199.46 | ()3,344.86 | (1)3,299.78
A | e (c) Accounts  with
Miscellaneous | Governments of Foreign 0.00 0.00 0.00 0.00 0.00
Countries
(d) Miscellaneous 0.00 0.00 0.00 0.00 0.00
a) Money Orders, and
" ) SO OI7117 | ()297.90 | ()20448 | ()240.97 |  ()245.09
5 o
Remittances | (b) Inter- Governmental
géjustmem yerme (96549 | (16119 | (7382 | (98841 |  ()9L13
Total 9,703.33 4,581.75 10,115.80 12,350.11 12,701.42

Source: Finance Accounts of respective years
Note: (+) signifies Credit Balance; (-) signifies Debit Balance
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The net balances in Public Account increased by ¥351.31 crore in 2021-22 over the
previous year, mainly due to increase in Reserve Funds bearing interest by ¥154.52
crore, Reserve Funds not bearing interest by ¥299.02 crore which was counter balanced
by decrease in Deposits not bearing Interest by ¥193.73 crore.

The yearly changes in composition of balances in Public Account over the last five year
period 2017-22 are given in Chart 2.17:

Chart 2.17: Yearly changes in composition of Public Account balances

R incrore)
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Source: Finance Accounts of respective years
Note: Yearly changes depicted in the chart above excludes changes in Major Head-8671 Departmental
Balances, 8673- Cash Balance Investment Account and Reserve Funds Investment Accounts.

During 2019-20, high change in Reserve Fund was due to receipt of ¥5,791.70 crore
under Compensatory Afforestation Funds (CAMPA) transferred by Government of
India from National Compensatory Afforestation Deposit and interest of ¥81.25 crore
on investment of CAMPA funds.

2.5.2 Reserve Funds

Reserve Funds are created for specific and defined purposes under the Public Account
of the State Government. These funds are met from contributions or grants from the
Consolidated Fund of the State.

There were 17 Reserve Funds earmarked for specific purposes in the State with effect
from 2000-2001 (since the formation of the State), out of which, 14 funds were operative
and three funds were in-operative as of 31 March 2022. The gross balance at the end of
31 March 2022 in these funds was %9,627.40 crore, out of which X7,174.27 crore (74.52
per cent) was invested in Government of India Securities and Treasury Bills (37,020.35
crore) and Share Capital of Joint Venture Companies (3153.92 crore).
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Transfers into reserve funds and disbursement therefrom are affected through debit and
credit entries under the appropriate revenue and expenditure heads under the
Consolidated Fund. These represent actual cash transfers only if they impact the
Reserve Bank Deposits either directly or by way of investment. Since there was no
actual cash outflow, the transactions depicted by GoCG against reserve fund are only
book entries to the extent of amount not invested, which violate the spirit underlying
the creation and operation of reserve funds.

25.2.1 Consolidated Sinking Fund

Following the recommendations of the 12" Finance Commission, the State has created
a Consolidated Sinking Fund (CSF) for amortisation of all loans including loans from
banks, liabilities on account of National Small Savings Funds, etc. Further, as per
recommendation of the 12" Finance Commission, a minimum annual contribution of
0.50 per cent of outstanding liabilities at the beginning of the year was required to be
transferred to the fund.

During 2021-22, GoCG transferred ¥300.00 crore to the Consolidated Sinking Fund
against the minimum requirement of ¥463.57 crore (representing 0.5 per cent of
outstanding liabilities 0f ¥92,714.22 crore as on 31 March 2021). The short contribution
of X163.57 crore to the Consolidated Sinking Fund resulted in overstatement of
Revenue Surplus and understatement of Fiscal deficit to that extent. As on 31 March
2022, an amount of ¥2,886.94 crore was lying in the Fund, and the entire amount was
invested in Government of India securities.

25.2.2 State Disaster Risk Management Fund

Fifteenth Finance Commission has recommended the creation of fund for disaster
mitigation along with disaster response, which will be together called as State Disaster
Risk Management Fund (SDRMF). Out of the total amount recommended for SDRMF,
the share of SDRF shall be 80 per cent and the share of SDMF 20 per cent. The SDRF
had an opening balance of ¥103.11 crore as of 01 April 2021. During the year, the State
Government received ¥345.60 crore as Central Government Share and the
corresponding state share of ¥115.20 crore which was to be transferred to the fund. The
State Government transferred whole amount of ¥460.80 crore to the Fund under Major
Head 8121-122 SDRF. Expenditure of ¥360.54 crore was made from SDRF during
2021-22. Thus, the SDRF had a closing balance of ¥205.527 crore as on 31 March 2022.
No amount was received from the Central Government towards NDRF.

Further, the XVVFC recommended to create the State Disaster Mitigation Fund (SDMF)
for local level and community-based interventions which reduce the risks and promote
environment-friendly settlements and livelihood practices. The Government of India
and the State Government are required to contribute to the fund in the proportion of
75:25 respectively. The SDMF had an opening balance of X 57.60 crore as on 1 April

" Including 2.15 crore of Treasury deposit.
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2021. During 2021-22, the State Government received I86.40 crore as the Central
share. Thus, the State Government had to transfer ¥115.20 crore to SDMF (X86.40 crore
as Central Share along with ¥28.80 crore as State Share). However, the State
Government transferred only X57.60 crore (343.20 crore and ¥14.40 crore of Central
Share and State Share respectively) resulting in the closing balance of ¥115.668 crore
as of 31 March 2022.

Details of expenditure charged to SDRF are given below in Table 2.28:
Table 2.28: Details of expenditure charged to SDRF

X incrore

NS:;. Head Minor Head of Account Expeng(;tzultgzd uring
1 | 2245- Relief on Account of Natural Calamities

2 | 01-Drought

3 101 | Gratuitous Relief 0.30
4 282 | Public Health 0.00
5 | 02-Floods, Cyclones, etc.

6 101 | Gratuitous Relief 3.03
7 106 | Repairs and Restoration of Damaged Roads and Bridges 0.00
8 110 Assistance f_or repair and restoration of damaged Water 0.03

Supply, Drainage and Sewerage Works
111 | Ex-gratia Payments to bereaved families 18.92

10 112 | Evacuation of population 0.54
11 113 | Assistance for repair and construction of Houses 7.84
12 114 | Assistance to Farmers for purchase of Agriculture Input 20.21
13 116 ,:;]sgi;tj:qcpe S:[;)t SFarmers for repairs of damaged tube wells 0.02
14 117 | Assistance to Farmers for purchase of livestock 6.87
15 | 80-General

16 101 | Centre for Training to Disaster Preparedness 74.45
17 102 g/ilsgsa;grer;r%r:]teo;?;:ural Disasters, Contingency Plans in 0.00
18 800 | Other Expenditure 228.58
19 | Total SDRF Expenditure 360.79
20 | 05-State Disaster Response Fund

21 901 ‘ Deduct- Amount met from State Disaster Response Fund ‘ (-)360.54

Source: Finance Accounts 2021-22
2.5.2.3 Guarantee Redemption Fund

As per the recommendation of the 12" Finance commission, the Government of
Chhattisgarh was required to constitute a Guarantee Redemption Fund (GRF) with
minimum annual contribution of 0.50 per cent of outstanding guarantee at the beginning
of the year. Accordingly, the State Government was required to create a GRF and
transfer ¥99.18 crore to the Fund in 2021-22. Contrary to the Finance Commission

8 Including 0.46 crore of interest received
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recommendations, the State Government has decided not to form the GRF as most of
guarantees sanctioned by the State Government were of “low and medium risk” and
none of the institutions had defaulted in repayment of loan against the guarantees
sanctioned shifting the liability/burden to the State Government since the formation of
the State.

2.6 Debt management

Debt management is the process of establishing and executing a strategy for managing
the Government’s debt in order to raise the required amount of funding, achieve its risk
and cost objectives, and to meet any other sovereign debt management goals that the
Government may have set through enactment or any other annual budget
announcements. The trend of overall Debt between 2017-18 and 2021-22 is shown in
Chart 2.18 below:

Chart 2.18: Trend of overall Debt during 2017-18 and 2021-22
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Source: Finance Accounts of respective years

Note: Debt to GSDP ratio has been calculated after excluding the amount of back to back loan ¢3,109
crore and 98,074.15 crore from the total outstanding debt 2,714.22 crore and ¥9,172.89 crore for the
year 2020-21 and 2021-22 respectively.

2.6.1 Debt profile: Components

As per Chhattisgarh FRBM act, Public Debt comprises internal debt of the State
Government and Loans and Advances from Central Government. Internal debt consists
of Market Loans, Ways and Means advances from RBI, Compensation and other
Bonds, Loans from Financial Institutions and Special Securities issued to National
Small Savings Fund of Central Government.

The details relating to total debt received, repayment of debt, ratio of debt to GSDP and
the actual quantum of debt available to the State during the five-year period 2017-22
are given in Table 2.29:
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Table 2.29: Component wise debt trends

® incrore)
NS(') Particular 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
1 | Outstanding Overall Debt 52.007.08 | 66,749.51 | 78.712.46 | 92,714.22 | 99.172.89
, | Public | Internal Debt 36,690.44 | 49.553.83 | 60.382.67 | 70.538.81 | 71,186.62
Debt | Loans from Gol 233957 | 270039 | 2,764.05 | 6.169.30 | 11,726.15
3 | Liabilities on Public Account 13.877.07 | 1449529 | 155565.74 | 16,006.11 | 16,260.12
4 | Rate of growth of outstanding 19.54 26.16 17.92 17.79 6.97
overall debt (per cent)
5 | &ross State Domestic Praduct 282266 | 327,603 | 344571 | 352161 | 400061
(GSDP)
6 | Rate of growth of GSDP (per cent) 7.41 16.09 5.15 2.20 13.60
7 | Debt/GSDP (per cent) 18.74 20.37 2284 | 25449 | 22.779
8 | Total Debt Receiptsit 15.851.32 | 2073652 | 31,921.72 | 33,423.87 | 28,164.36
9 | Total Debt Repayments 720252 | 692387 | 19,958.77 | 19,422.11 | 21,657.37
10 | Total Debt Available 8,648.80 | 13,812.65 | 11,962.95 | 14,001.76 | 6,506.99
17 | Debt Repayments/Debt Receipts 45.44 33.39 62.52 58.11 76.90
(Per cent)

Source: Finance Accounts of respective years

The amount of outstanding overall debt shown above included back-to-back loan of
%8,074.15 crore (%3,109.00 crore during 2020-21 and ¥4,965.15 crore in 2021-22)
provided in lieu of shortfall in GST Compensation as debt receipt to the State
Government with no repayment liability for the State. The effective outstanding overall
debt after excluding the back-to-back loan would be ¥91,098.74 crore as on March
2022. The rate of growth of outstanding overall debt decreased from 17.79 per cent in
2020-21 to 6.97 per cent in 2021-22. During 2021-22, total debt receipts decreased by
%5,259.51crore (15.74 per cent) and total debt repayment increased by %2,235.26 crore
(11.51 per cent) as compared to previous year. The rate of growth of outstanding overall
debt in all the five years exceeded the rate of growth of GSDP, except for 2021-22
where rate of growth of GSDP was more than rate of growth of outstanding overall
debt.

The State Government has net outstanding off-budget liabilities/borrowings of
%3,872.80 crore towards various Financial Institutions in addition to the budgeted
liabilities of ¥99,172.89 crore as on 31 March 2022. The State Government has not
disclosed these borrowings as required under FRBM disclosures alongwith the budget
document.

® Debt to GSDP ratio has been calculated on the total debt of ¥89,605.22 crore after excluding the amount
of back to back loan (33,109 crore) from the total outstanding debt (392,714.22 crore).

10 Debt to GSDP ratio has been calculated on the total debt of ¥91,098.74 crore after excluding the amount
of back-to-back loan of ¥8,074.15 crore (%3,109.00 crore in 2020-21 and 34,965.15 crore in 2021-22)
from the total outstanding debt (399,172.89 crore).

% Including Public Account Liabilities
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Component-wise break-up of debt is shown below in Chart 2.19:

Chart 2.19: Break up of Outstanding Overall Debt at the end of 2021-22

® incrore
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Source: Finance Accounts 2021-22

Internal debt (¥71,186.62 crore), which is primarily market borrowings through issue
of State Development Loans (SDLs), accounts for 72 per cent of the total outstanding
debt.

Chart 2.20 depicts Internal Debt taken by the State Government and repayment for the
same period.
Chart 2.20: Internal debt taken vis-a-vis repaid
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Source: Finance Accounts of the respective years

During 2017-22, the internal debt receipts under the overall debt of the State
Government increased by ¥133.88 crore from 9,187.89 crore in 2017-18 to %¥9,321.77
crore in 2021-22. However, it decreased by ¥8,639.60 crore in current year as compared
to previous year. During 2021-22, the State Government utilised 92.53 per cent of its
internal debt receipts in repayment of previous internal debt, resultantly only 7.45 per
cent was available for expenditure. This availability was lowest (7.45 per cent) in 2021-
22 and highest (93.10 per cent) in 2018-19.
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2.6.2 Components of fiscal deficit and its financing pattern

Fiscal Deficit represents the total financing that the State requires (predominantly by
drawing on its cash and investment balances with the RBI and by borrowing) to meet
the excess of the Revenue and Capital Expenditure (including loans and advances) over
Revenue and Non-debt Receipts. Financing pattern of fiscal deficit is reflected in

Table 2.30.
Table 2.30: Components of fiscal deficit and its financing pattern
X incrore)
NS:).. Particulars 2017-18 2018-19 2019-20 2020-21 2021-22
Composition of Fiscal Deficit
Revenue Deficit (-)/ Surplus (+) 3,417.32 683.76 | (-)9,608.61 | (-)6,856.66 4,642.02
Net Capital Expenditure (-)9,997.64 | (-)8,898.19 | (-)8,561.69 | (-)9,019.34 | (-)10,499.33
Net Loans and Advances®? (-)230.00 (-)77.80 200.75 53.62 (-)235.79
Total (-)6,810.32 | (-)82,92.23 | (-)17,969.55 | (-)15,822.38 | (-)6,093.10
Financing pattern of Fiscal Deficit
1 | Market borrowings 8,100.00 | 12,899.99 10,980.00 10,500.00 999.99
2 | Loans from GOI 292.41 360.82 63.66 3,405.25 5,556.85
3 | Special securities issued to NSSF (-)431.13 (-)443.74 (-)455.88 (-)455.88 (-)455.88
4 | Loans from financial institutions 691.28 407.14 304.72 112.02 239.03
5 | Small Savings, PF etc. 640.61 754.51 785.26 403.73 (-)0.90
6 | Deposits and Advances 120.95 (-)231.39 (-)524.14 501.82 (-)204.13
7 | Suspense and Miscellaneous (-)1,611.16 | (-)5,709.95 4,505.27 1,845.02 109.64
8 | Remittances 70.92 (-)122.43 80.79 (-)51.08 (-)6.83
9 | Reserve Fund (-)765.14 60.4 814.16 (-)465.18 453.53
10 | Compensation and Other Bonds 0.00 0.00 0.00 0.00 (-)87.01
11 | Overall Deficit 7,108.74 7,975.35 16,553.84 15,795.70 6,604.29
12 ggl';‘rfcrgase/ (E)DBEEESS T Easi (29842 | (+)316.88 | (+)1,415.71 |  (+)26.68 | (-)511.19
Gross Fiscal Deficit 6,810.32 8,292.23 17,969.55 15,822.38 6,093.10

Source: Finance Accounts of respective years

During 2021-22, Loans and Advances from the Central Government (35,556.85 crore)
raised by the State Government contributed to finance a major portion of fiscal deficit
and its share in financing fiscal deficit was 91.20 per cent.

Receipts and Disbursements under different components financing the Fiscal Deficit are

shown in Table 2.31;

12 Net loans and advances including inter-State settlement
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Table 2.31: Receipts and Disbursements under components financing
the fiscal deficit

® incrore)
Sl. No. Particulars Receipt Disbursement Net
1 Market Borrowings 3,999.99 3,000.00 999.99
2 Loans from GOI 5,776.51 219.66 5,556.85
3 Special Securities issued to NSSF 0.00 455.88 (-)455.88
4 Loans from Financial Institutions 1,104.27 865.24 239.03
5 Compensation and Other Bonds 0.00 87.01 (-)87.01
6 Small Savings, PF, etc. 1,648.18 1,649.08 (-)0.90
7 Deposits and Advances 4,226.54 4,430.67 (-)204.13
8 Suspense and Miscellaneous 1,45,828.19 1,45,718.55 109.64
9 Remittances 8,877.41 8,884.24 (-)6.83
10 Reserve Fund 7,779.21 7,325.68 453.53
11 Contingency fund 0.00 0.00 0.00
12 Overall Deficit 1,79,240.30 1,72,636.01 6,604.29
13 Increase/Decrease in cash balance 0.00 511.19 (-)511.19
14 Gross Fiscal Deficit 1,79,240.30 1,73,147.20 6,093.10

Source: Finance Accounts 2021-22
2.6.3 Debt Profile: Maturity and Repayment

Debt maturity and repayment profile indicates commitment on the part of the
Government for debt repayment or debt servicing. Table 2.32 below shows the debt
maturity profile of the State.

Table 2.32: Maturity profile of repayment of State debt

R incrore)
sl. Period of Internal Loans & Advances Percentage
No. repayment (Years) Debt from Central Total (vy.r.t.

Government public debt)

1 Otol 5,652.58 354.80 6,007.38 7.24
2 1to3 16,250.73 497.59 16,748.32 20.20
3 3tob 20,980.66 373.85 | 21,354.51 25.76
4 5to 7 19,426.37 363.19 19,789.56 23.87
5 7 and above 8,720.30 2,061.14 10,781.44 13.00
6 Others®3 155.97 8,075.58 8,231.55 9.93
Total 71,186.62 11,726.15 | 82,912.77 100.00

Source: Finance Accounts 2021-22
The maturity profile of the State debt as on 31 March 2022 indicates that the State has
to pay 77.07 per cent of the debt within the next seven years.

2.7 Debt Sustainability Analysis (DSA)

Debt sustainability is defined as the ability of the State to service its debt now and in
future. Apart from the magnitude of the debt of the Government, it is important to

13 Details of maturity year not available
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analyse the various parameters that determine the debt sustainability of the State and
indicate the ability of the State to service its debt obligations. This section assesses the
sustainability of the debt of the Government in terms of rate of growth of outstanding
debt; ratio of interest payments and revenue receipts, debt repayments and debt receipts;
net debt available to the State.

Table 2.33 analyses the debt sustainability of the State according to these indicators for
the period of five years from 2017-18 to 2021-22.

Table 2.33: Trends in debt Sustainability indicators

®incrore)
NS(I)' Particulars 2017-18 | 2018-19 2019-20 2020-21 2021-22
1 | Outstanding Public Debt" 39,030.01 | 52,254.22 | 63,146.72 | 76,659.79* | 82,912.77°
Rate of growth of outstanding
2 Public Debt (per cent) 28.48 33.88 20.85 21.40
3 %gssps)tate Domestic Product 282,266 | 327,693 | 344571 | 352161 4,00061
Rate of growth of GSDP
4 o 7.41 16.09 5.15 2.20
5 | Debt/GSDP (per cent) 13.83 15.95 18.33 20.89%6
Average  interest Rate  of
6 | Outstanding Public Debt 7.52 6.79 7.42 7.19
(per cent)
7 Percentage of_ Interest payment to 437 476 6.70 778
Revenue Receipt
8 Percentage_ of Debt Repayment to 10.36 797 44.39 3716
Debt Receipt
9 | Net Debt available to the State” 6,044.56 | 10,126.19 6,610.26 8,645.96
10 Net Debt _avallable as per cent to 62 62 70.47 33.75 40.06
Debt Receipts
11 | Primary Deficit (-)3,711.99 |(-)4,639.69 |(-)12,999.19 | (-)10,189.27
Debt Stabilisation (Quantum : : :
12 spread® + Primary Deficit) (-)3,752.99 219.95 |(-)14,432.62 | (-)13,859.45 4,728.55

Source: Finance Accounts of the respective years
* Qutstanding Public Debt is the sum of outstanding balances under the heads 6003-Internal Debt and
6004- Loans and Advances from the Central Government.

# Net debt available to the State Government is calculated as excess of Public debt receipts over Public
debt repayment and interest payment on Public Debt.

@ Quantum spread = Debt * interest spread; Where Interest spread = GSDP growth rate - average
interest rate. For computation of quantum spread for the year 2020-21 & 2021-22, the debt and average
Interest rate are taken excluding back to back loan of ¥3,109 and ?8,074.15 crore respectively.

4 Includes back to back loan of ¥3,109 crore provided in lieu of shortfall in GST compensation as debt
receipt to the State Government with no repayment liability for the State.

15 Includes back to back loan of ¥8,074.15 crore provided in lieu of shortfall in GST compensation as
debt receipt to the State Government with no repayment liability for the State.

16 Debt/GSDP has been calculated on ¥73,550.79 crore after excluding back to back loan of 3,109 crore
from total public debt of ¥76,659.79 crore.

17 Debt/GSDP has been calculated on ¥74,838.62 crore after excluding back to back loan of ¥8,074.15
crore from total public debt of ¥82,912.77 crore.
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A necessary condition for debt stability states that if the rate of growth of economy
exceeds the interest rate or cost of public borrowings, the debt GSDP ratio is likely to
be stable provided primary balances are either zero or positive or are moderately
negative.

Given the rate spread (GSDP growth rate — interest rate) and quantum spread (Debt *
rate spread), debt sustainability condition states that if quantum spread together with
primary deficit is zero, debt-GSDP ratio would tend to be constant or debt would
stabilize eventually. On the other hand, if primary deficit together with quantum spread
turns out to be negative, debt-GSDP ratio would be rising and in case it is positive, debt
GSDP ratio would eventually be falling.

e During year 2017-18 and 2019-21 debt to GSDP ratio was rising as primary
deficit together with quantum spread was negative and so could not fulfill the
condition for debt stabilization. However, during 2021-22, the rate of growth of
economy (rate of growth of GSDP) exceeded the interest rate or cost of public
borrowings resulting in falling debt to GSDP ratio and fulfillment of necessary
condition for debt stabilization.

e Higher percentage of interest payments leaves less funds for priority areas.
Percentage of interest payments to revenue receipt measures the margin of
safety a government has for paying interest on its debt during a given period.
There was increasing trend in the percentage of interest payment on public debt
to revenue receipt from 2017-18 to 2020-21. However, during 2021-22 interest
payment on public debt to revenue receipt decreased to 6.85 per cent as
compared to 7.78 per cent over the previous year.

e The percentage of net debt available to the State after repayment of borrowings
and interest decreased to five per cent (3799.18 crore) in 2021-22 as against 40
per cent (38,645.96 crore) in 2020-21. Decline in net debt availability of the
State indicates towards increased burden of servicing of debt and leave the State
with limited fund available for development activities.

e The average expenditure (Public debt repayment and interest payment on Public
Debt) on debt servicing during the period 2017-22 was %9,612.78 crore, which
accounted for 59.86 per cent of average public debt receipts (316,058.01 crore)
during the same period, implying that a large percentage of debt was being used
for debt servicing rather than productively.

Total outstanding guarantees (X19,523.54 crore) of the State Government at the end of
March 2022 stood at 65.02 per cent of State own Revenue Receipts. Since the State has
not created Guarantee Redemption Fund (GRF), any liability arising due to default by
the borrowing entities would be serviced through budget provision which will put
additional burden on the State Government.

Chart 2.21 below depicts the sustainability of debt of the State Government in terms
of debt/GSDP ratio.
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Chart 2.21: Trends of Debt Sustainability indicators
(in per cent)
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2.7.1 Trend of Outstanding Public Debt for Repayment in upcoming

Years
The borrowings of the State Government are governed by Article 293 of the
Constitution of India. The State Government takes loans/borrows from market for
implementation of various State Plan programmes and fulfilment of fiscal liabilities.
The principal and interest of outstanding debt stock for repayment in next 10 years on
the present debt liabilities is depicted below in Table 2.34.

Table 2.34: Outstanding Public Debt (Principal) for Repayment in next 10 years

(X incrore)
Outstanding Public Debt (Principal) for Repayment
SI. No. Year Internal Debt of the | Loans and Advances from Total
State Government Central Government

1 2021-22 8,625.64 219.66 8,845.30
2 2022-23 5,652.58 354.80 6,007.38
3 2023-24 7,204.78 294.16 7,498.94
4 2024-25 9,045.96 203.42 9,249.38
5 2025-26 10,800.46 189.02 10,989.48
6 2026-27 10,180.20 184.83 10,365.03
7 2027-28 11,870.44 184.80 12,055.24
8 2028-29 7,555.93 178.40 7,734.33
9 2029-30 7,981.26 162.46 8,143.72
10 2030-31 256.48 143.18 399.66
11 2031-32 120.44 133.70 254.14

Total 79,294.17 2,248.43 81,542.60

Source: Finance Accounts 2021-22
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During 2021-22, the State Government made principal repayment of ¥8,625.64 crore
against Internal Debt and 3219.66 crore against Loans and Advances from Central
Government. Further, the State Government will have to make principal repayment of
%70,668.53 crore against Internal Debt and %2,028.77 crore against Loans and
Advances from Central Government from 2022-23 to 2031-32. Outstanding principal

and interest of market loans for repayment is shown in below Table 2.35.

Table 2.35: Outstanding principal and interest of Market Loans for repayment

R incrore)
Outstanding Market Loans for Repayment
SI. No. Year —
Principal Interest Total

1 2021-22 3,000.00 4,697.32 7,697.32
2 2022-23 4,200.00 4,589.64 8,789.64
3 2023-24 5,700.00 3,949.77 9,649.77
4 2024-25 7,500.00 3,525.19 11,025.19
5 2025-26 9,550.00 2,733.74 12,283.74
6 2026-27 9,200.00 2,334.75 11,534.75
7 2027-28 11,100.00 1,449.69 12,549.69
8 2028-29 7,000.00 769.08 7,769.08
9 2029-30 7,680.00 558.28 8,238.28

Total 64,930.00 24,607.46 89,537.46

Source: Finance Accounts 2021-22

The State Government made principal repayment of ¥3,000.00 crore and interest
repayment of ¥4,697.32 crore against market loans during 2021-22. Further, the State
Government will have to make principal repayment of ¥61,930.00 crore and interest
repayment of 19,910.14 crore against market borrowings from 2022-23 to 2029-30.
Market loans of ¥61,930.00 crore forms a major part (85.19 per cent) of total public
debt-principal component of ¥72,697.30 crore. Trend of repayment of outstanding
market loans is shown in Chart 2.22 below.

Chart 2.22: Trend of outstanding Market Loans for repayment
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As can be seen from above chart, that the outstanding year wise market loans for
repayment shows an increasing trend, the State Government needs to augment its
resources to meet the increasing debt repayment burden over the coming years.

2.7.2 Utilisation of borrowed fund

Borrowed funds should ideally be used to fund capital creation and developmental
activities. Using borrowed funds for meeting current consumption and repayment of
interest on outstanding loans is not sustainable. Details and trends of utilisation of
borrowed funds during 2017-18 to 2021-22 are given in Table 2.36.

Table 2.36: Utilisation of borrowed funds

R incrore)
,\Sl:)' Particulars 2017-18 2018-19 2019-20 2020-21 2021-22
1 Total Borrowings®® 15,851.32 20,736.52 31,921.72 | 33,423.87 28,164.36
o | FEFEIMEN el e e 720252 | 6,923.87 | 19,958.77 | 19,422.11 | 21,657.37
borrowings (Principal)
3 | palance availaple after 864880 | 1381265 | 11,962.95| 14,001.76 | 6,506.99
orrowing repayments
4 | Net Capital expenditure | (-)9,997.64 | (-)8,898.19 | (-)8,561.69 | (-)9,019.34 | (-)10,499.33
5 Net Loans and Advances (-)230.00 (-)77.80 200.75 53.62 (-)235.79
6=1- | Portion of Revenue
2-3- | expenditure met out of Nil Nil 3,602.01 5,036.04 Nil
4 net available borrowings
g || SUps Seeliy Nil | 4,836.66 Nil Nil Nil
Cash Balance

Source: Finance Accounts of the respective years

Table 2.36 shows that borrowings during 2021-22 was less than the expenditure on
capital account, i.e., repayment of public debt, capital expenditure and loans and
advances disbursed, thereby, implying that a portion of expenditure on capital account
were met from revenue surplus of the State. During the year 2021-22, 77 per cent of
borrowed funds were utilised towards the repayment of earlier borrowings leaving only
23 per cent of borrowed fund for development activities. During 2021-22, total
borrowings decreased by ¥5,259.51 crore (15.74 per cent) from 33,423.87 crore in
2020-21 to 28,164.36 crore in 2021-22. However, repayment of earlier borrowings
increased by ¥2,235.26 crore (11.51 per cent) in 2021-22 over the previous year.

2.7.3 Guarantees — Contingent Liabilities

Guarantees are liabilities contingent on the Consolidated Fund of the State in case of
default by the borrower for whom the guarantee has been extended. The total
outstanding guarantees of the State Government were within the ceilings fixed under
the Chhattisgarh State Government Guarantee Rules in last five years. The details of
outstanding guarantees at the end of the financial year for the year 2017-18 to 2021-22
are given in Table 2.37.

18 Total Borrowing includes receipts under Public Debt and Other Public Account liabilities
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Table 2.37: Guarantees given by the Government of Chhattisgarh

® incrore)

SI. No. Guarantees 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
Ceiling applicable to the
1 outstanding amount of | 17,230.12 | 18,364.57 | 20,391.20 | 30,051.62 | 30,026.15
guarantees*

Outstanding ~ amount  of | 5 g5, 5 | 10 769,42 | 18,459.36 | 19,836.13 | 19,523.54
guarantees

Source: Finance Accounts of the respective years

2

* As per Chhattisgarh State Government Guarantees Rules, 2003, the total outstanding guarantees in a

financial year shall not exceed seventy per cent of the State’s own Revenue Receipts in the preceding
year. However, the limit was increased (July 2020) to hundred per cent through Chhattisgarh State
Government Guarantees Rules, 2020 (Amended).

As of 31 March 2021, the State Government guaranteed the loans of various entities
amounting to ¥19,836.13 crore. During the year 2021-22, it guaranteed a further amount
of ¥661.25 crore. An amount of ¥973.84 crore was repaid during the year, leaving the
outstanding guarantees at the end of March 2022 at ¥19,523.54 crore.

Audit noticed that many of the above entities raised funds through loans based on
Government guarantees for implementation of Government schemes/programmes.
These entities are either loss making and/or financed by the Government. In five such
cases scrutinized by Audit revealed that the State Government has been servicing the
loans and interest thereon through budget, thus shifting the burden to the Government.

The outstanding Guarantees (319,523.54 crore) at end of March 2022 stood at 65.02
per cent of State’s own Revenue Receipts'® of the preceding year (i.e. ¥30,026.15 crore
in 2020-21) which was well within the ceiling of 100 per cent. During the year 2021-
22, against the guarantee fees receivable of ¥76.00 crore, X73.50 crore was received
and guarantees fees for guarantees given to Atal Nagar Vikas Pradhikaran (32.50 crore)
was not received.

2.7.4 Management of Cash Balances

The State Government invests its surplus cash balance in short and long-term Gol
Securities and Treasury Bills. The profits derived from such investments are credited as
receipts under the head ‘0049-Interest Receipts’.

It is not desirable that State Government takes recourse to market loans despite having
large cash balances leading to further accretion to cash balances without putting it to
productive use. Table 2.38 depicts the cash balances and the investments made out of
these by the State Government during the year.

1% The State’s own Revenue Receipts comprises of State Own Tax Revenue and Non-Tax Revenue
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Table 2.38: Status of Cash Balances

R in crore
sI. _ Opening Closing
No. Particulars balance_: ason balance as on
01 April 2021 | 31 March 2022
1 | A. General Cash Balances
2 | Cash in treasuries 0.00 0.00
3 | Deposits with Reserve Bank (-)1,121.67 (-)610.48
4 | Deposits with other Banks 0.00 0.00
5 | Remittances in transit 0.00 0.00
6 | Total (-)1,121.67 (-)610.48
7 | Investment held in ‘Cash Balance Investment Account’ 3,389.68 3,345.39
8 | Total A 2,268.01 2,734.91
9 | B. Other Cash Balances and Investments
10 Cash with the Departmgqtal Officers viz. Forest, Public 11.95 12.10
Works Departments, Military Secretary to the Governor
11 Eeergz;ltr:ﬁgat:;jéi?iﬁsrsfor contingent expenditure with 0.34 0.34
12 | Investment of Earmarked Funds 7,181.07 7,174.27
13 | Total B 7,193.36 7,186.71
14 | Total Aand B 9,461.37 9,921.62
15 | Interest realised 29.66 28.23

Source: Finance Accounts of 2021-22

Cash Balances of the State Government at the end of the current year increased by
%460.25 crore from %9,461.37 crore in 2020-21 to %9,921.62 crore in 2021-22.
Under an agreement with the Reserve Bank of India (RBI) the Government of
Chhattisgarh has to maintain the required minimum cash balance of X0.72 crore
with the RBI. If the balance falls below the agreed minimum balance on any day,
the shortfall is made good by taking Ordinary and Special Ways and Means
Advance or Ordinary Ways and Means Advance. While the State Government has
not availed of any Ways and Means Advances during 2021-22, it availed of Special
Drawing facility of ¥4,217.51 crore from RBI. The cash balance investments of the
State during the five-year period 2017-18 to 2021-22 are given below in the Table 2.39.

Table 2.39: Cash Balance Investment Account (Major Head-8673)

X incrore)

sl Vear - Cash Balance Invlestment = S

No. alance | ClosmgBalance | (ErRRRI | earned

1 2017-18 2,512.00 4,070.85 1,558.85 140.20
2 2018-19 4,070.85 9,759.02 5,688.17 144.33
3 2019-20 9,759.02 5,246.81 (-)4,512.21 196.10
4 2020-21 5,246.81 3,389.68 (-)1,857.13 29.66
5 2021-22 3,389.68 3,345.39 (-)44.29 28.23

Source: Finance Accounts of respective years
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The position of closing balance of Cash Balance Investment of the State Government
during 2017-22 decreases by ¥725.46 crore with inter year fluctuation from %4,070.85
crore in 2017-18 to ¥3,345.39 crore in 2021-22.

Chart 2.23 below compares the Cash Balance and the Market Loans availed by the
State Government during the period 2017-22.

Chart 2.23: Market Loans vis-a-vis Cash Balance

R incrore)
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12,000 12,277.
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=@=Cash balance and investment of cash balance ==®= General Cash Balance
Cash Balance Investment Accounts =@ Market Loans

Source: Finance Accounts of respective years

The State Government made investment of 33,345.39 crore in Government of India
Treasury Bills from the General cash balance as on 31 March 2022. During 2021-22,
the State Government received interest of ¥28.23 crore on its investment of cash balance
and raised market loans of ¥3,999.99 crore at an average interest rate of 6.64 per cent.

The buildup of large cash balances increases the interest cost burden for the State
Government. The State Government could have lowered its borrowings and burden of
interest by utilizing surplus cash balance available with it.

2.8 Conclusion

The State Government registered a significant increase of 26.08 per cent in its Revenue
Receipts during 2021-22 compared to the previous year. The Own tax revenue
increased by 18.33 per cent and non-tax revenue increased by 94.08 per cent and
achieved the level anticipated in budgetary projections.

The State Government achieved the target of Revenue surplus (?4,642.02 crore) and
ratio of Fiscal Deficit to GSDP (1.52 per cent) was within the target of four per cent
prescribed under FRBM/MTFPS during the 2021-22.

Revenue expenditure which constitute 87 per cent of total expenditure increased by
7.11 per cent during 2021-22 compared to the previous year. Though the Capital
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Expenditure increased by 16.40 per cent over the previous year, its share in total
expenditure was merely 12 per cent. While the revenue expenditure as a percent of
GSDP was 18.75 per cent, the capital expenditure stood at 2.63 per cent of GSDP in
2021-22. The allocative priority accorded to capital expenditure by the State
Government was less than the average of general category States in 2021-22.

Debt-GSDP ratio of the State decreased from 25.44 per cent in the year 2020-21 to
22.77 per cent in the year 2021-22 against the target of 28.34 per cent under the
FRBM/MTFPS.

Debt Stabilisation increased during the year 2021-22 due to the lower average interest
rate on public debt as compared to GSDP growth rate. The percentage of Interest
Payment on Public Debt to Revenue Receipts also decreased to 6.85 per cent in the
year 2021-22 from 7.78 per cent in the year 2020-21.

The percentage of net public debt available to the State after repayment of borrowings
and interest decreased to five per cent (¥799.18 crore) in 2021-22 as against 40 per
cent (98,645.96 crore) in 2020-21. Decline in net debt availability of the State indicates
towards increased burden of servicing of debt and leave the State with limited fund
available for development activities.

Committed Expenditure to Revenue Expenditure in the year 2021-22 decreased to
58.92 per cent from 60.08 per cent in the year 2020-21.

The State Government has not constituted Guarantee Redemption Fund for meeting the
debt servicing obligation arising in the event of default by the borrowing agency out of
guarantees issued by the Government.

During the year 2021-22, the State Government transferred less contribution to the
Consolidated Sinking Fund, which was 0.32 per cent of the outstanding liabilities as
against its minimum required contribution of at least 0.50 per cent.

2.9 Recommendations

I. The State Government should explore ways to rationalise its committed expenditure
so that more funds can be made available for development expenditure.

ii. The State Government should create the Guarantee Redemption Fund as per the
recommendations of Twelfth Finance Commission.

iii.  Government should review and analyse the reasons for delays in completion of
capital projects and initiate expeditious measures to enable the departments
involved, to overcome the hurdles in this regard.
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