CHAPTER-1V

QUALITY OF ACCOUNTS AND FINANCIAL REPORTING
PRACTICES

A sound internal financial reporting system with relevant and reliable information
significantly contributes to efficient and effective governance by the State
Government. Compliance with financial rules, procedures and directives as well
as the timeliness and quality of reporting on the status of such compliance is,
thus, one of the attributes of good governance. Reports on compliance and
controls, if effective and operational, assist the Government in meeting its basic
stewardship responsibilities, including strategic planning and decision-making.
This Chapter provides an overview on the quality of accounts and compliance of
the State Government in its financial reporting practices, with prescribed financial
rules, procedures and directives with regard to completeness, transparency,
measurement and disclosure.

\ Issues related to completeness of accounts

4.1 Extra-budget borrowings through State owned PSEs/Authorities not
being credited to the Consolidated Fund

The State Government resorted to extra-budget borrowings through State
owned PSEs/Authorities, which were not being credited to the Consolidated
Fund, for meeting expenditure having implication on debt parameter of the
State.

The Uttar Pradesh Fiscal Responsibility and Budget Management (UPFRBM)
Act, 2004 outlined that the State Government shall take suitable measures to
ensure greater transparency in its fiscal operations in public interest by disclosing
the contingent liabilities created by way of guarantees; the actual liabilities
arising out of borrowings by Public Sector Enterprises and Special Purpose
Vehicles and other equivalent instruments where liability for repayment is on the
State Government allocations. Further, the Uttar Pradesh Fiscal Responsibility
and Budget Management Rules, 2006 provided that the ‘Medium Term Fiscal
Restructuring Policy (MTFRP) Statement’ laid before the Legislature along with
Budget documents shall contain the five year rolling targets with respect to
Revenue Deficit, Fiscal Deficit and total outstanding debt!® of the State
Government. For the year 2023-24, debt stock was targeted as 32.1 per cent of
GSDP under MTFRP, 2023.

The State Government did not provide the details of extra-budget borrowings in
the budget documents. However, as per details provided (February 2025) by the
State Government to Audit, the outstanding extra budget borrowing of the State
Government was X 38,464.14 crore as on 31 March 2024, which included
borrowings of ¥ 910.00 crore during the year 2023-24 as given in Table 4.1.

19 Total outstanding debt of the State indicates debt stock position or total indebtedness
of the State which includes Internal Debt, Loans and Advances from Gol, Small
Savings, Provident Funds, etc., Reserve funds and Deposits.
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Table 4.1: Detail of Extra Budget Borrowings during the year 2023-24

Zincrore
Name of the Public Opening Funds/Loan Loan Closing
Sector balance as on  raised during Principal balance
Undertaking or 01.04.2023 2023-24 discharged/ {(2+3)-4}
any other entity repaid during
under the control 2023-24
of the state
Government
(@) ) @) (4) ()
Uttar Pradesh Power Corporation Limited (UPPCL)
Loan from 16875.16 0.00 2494.22 14380.94
REC/PFC
Bonds issued by 7439.20 0.00 0.00 7439.20
UPPCL
Total (UPPCL) 24314.36 0.00 2494.22 21820.14
Uttar Pradesh Expressways Industrial Development Authority (UPEIDA)
HUDCO Loan for 2298.26 0.00 183.88 2114.38
purchase of land
for Ganga
Expressway
Construction of 7119.31 0.00 787.87 6331.44
Purvanchal
Expressway
Construction of 6640.00 0.00 408.21 6231.79
Bundelkhand
Expressway
Construction of 1243.90 910.00 187.51 1966.39
Gorakhpur Link
Expressway
Total (UPEIDA) 17301.47 910.00 1567.47 16644.00
Grand Total 41615.83 910.00 4061.69 38464.14

Source: Information provided by the State Government.

As per Finance Accounts 2023-24, State Government had borrowings and other
liabilities of X 7,67,872.25 crore as on 31 March 2024, which included back-to-
back loan received during 2020-21(% 6,007 crore) and 2021-22 (X 8,139.94 crore)
in lieu of GST compensation shortfall with no repayment liability to the State. As
such, the borrowings and other liabilities of State as on 31 March 2024 was
29.58 per cent of GSDP. However, after including outstanding extra-budget
borrowings (X 38,464.14 crore), the borrowings and other liabilities of State as on
31 March 2024 was 31.09 per cent of GSDP which was below the MTFRP, 2023
projection (32.1 per cent).

\4.2 Un-discharged liabilities in Defined Contribution Pension Scheme

The State Government did not discharge its liability towards the Defined
Contribution Pension Scheme as the contributions were not transferred to
the designated fund managers for its further investment.

State Government employees recruited on or after 1 April 2005 are covered under
the Defined Contribution Pension Scheme (DCPS). It is also applicable to the
new entrants of government aided educational institutions and autonomous bodies
financed by the State Government. In terms of the Scheme, the government
employees contribute 10 per cent of basic pay and dearness allowance whereas
State Government contributes 14 per cent. As per the procedure prescribed by the
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Government of Uttar Pradesh, both the contributions are to be initially credited to
the Public Account under the concerned Head of Accounts 8342-Other Deposit-
117 DCPS for Government employees and 8342-120-Miscellaneous Deposits for
Government aided Educational Institutions and Autonomous Bodies. Thereafter,
the entire amount (Government’s contribution and employees’ contribution) so
contributed to DCPS is required to be transferred to the designated fund manager
through the National Securities Depository Limited (NSDL)/Trustee Bank.
Further, the Major Head 8342 falls under the category of ‘deposits bearing
interest’ implying thereby, that the Government is required to pay interest on un-
transferred balance.

During the year 2023-24, State Government booked expenditure of
8,725.78 crore under the head 2071-01-117-Government contribution for
DCPS. This included X7,998.00 crore as Government contribution
(R 4,569.44 crore for government employees, ¥ 3,425.50 crore for aided
educational institutions employees and X 3.06 crore for aided autonomous bodies
employees) and X 727.78 crore for payment of gratuity, family pension and
interest on delayed deposits of employees covered under the scheme. Further,
Government contribution of X 8,006.43 crore was transferred to the heads
designated for DCPS under Major Head 8342 in the Public Account. The
difference between the amount booked as revenue expenditure (X 7,998.00 crore)
and the amount actually transferred to designated head (X 8,006.43 crore) for
DCPS was under reconciliation between the State Government and the
Accountant General (Accounts & Entitlements).

As per Finance Accounts 2023-24, there was a closing balance of
% 748.85 crore under the head 8342-117-DCPS for Government Employees,
which was not transferred to NSDL/Trustee Bank. The opening balance of DCPS
at the beginning of the year was I 481.05 crore in respect of Government
employees on which the Government was required to credit interest amounting to
% 34.15 crore calculated as per the rate of interest payable to General Provident
Fund. However, Government paid interest of ¥ 0.86 crore. The short credit of
interest had an impact on the Revenue Surplus and Fiscal Deficit of the State,
which was overstated and understated respectively by % 33.29 crore during the
year 2023-24.

Short transfers of contributions of DCPS to the designated fund manager were
reported earlier in the State Finances Audit Reports for the year ended 31 March
2017, 31 March 2018, 31 March 2019, 31 March 2020, 31 March 2021, 31 March
2022 and 31 March 2023. Thus, the State Government did not discharge its
liability towards DCPS and the current liability stands deferred to future year(s).
As a result, the non-remitted fund did not yield any value appreciation as it could
not become part of the corpus of investment of the subscribers.

4.3 Uttar Pradesh Road Transport Accident Relief Fund \

The State Government did not establish Uttar Pradesh Road Transport
Accident Relief Fund (UPRTARF) which resulted in a sum of
¥ 181.64 crore not being credited to UPRTARF during 2023-24.
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As per provisions of section 8(1) of Uttar Pradesh Motor Vehicle Taxation
(UPMVT) Act, 1997, as amended in 2009, the State Government shall establish
the Uttar Pradesh Road Transport Accident Relief Fund (UPRTARF) for the
purpose of providing relief to the passengers or heirs of such passengers or other
persons suffering casualty in which a public service vehicle is involved. An
amount equivalent to two per cent of the tax levied under Section 4 and
two per cent of the additional tax levied under Section 6 shall be credited to the
fund.

A mention was made in the State Finances Audit Report for the year ended
31 March 2016 (Para No. 1.9.3.2 of Report No. 4 of the year 2016 — Government
of Uttar Pradesh) regarding non-establishment of the UPRTARF by the State
Government, which negated the very purpose of the provision in the UPMVT
Act. The matter was reiterated in Paragraph 4.4 of the State Finances Audit
Reports for the year ended 31 March 2020, 31 March 2021, 31 March 2022 and
Paragraph 4.3 of the State Finances Audit Reports for the year ended
31 March 2023. It was observed that the State Government had not yet
established the UPRTARF due to which a sum of ¥915.46 crore was not
credited to the fund during 2015-16 to 2022-23.

During the period 2023-24, Transport Department realised tax and additional tax
of T 9,082.08 crore under Section 4 and Section 6 of UPMVT Act. As such,
% 181.64 crore was required to be credited to the UPRTARF as detailed in
Table 4.2

Table 4.2: Details of tax to be credited to the UPRTARF during the period 2023-24
(Rincrore)
Tax realised under Section 4 Addl. Tax Total Tax Two per cent to
realised under realised be transferred
Section 6 under to the
Head of account Section 4and UPRTARF
Head of Section 6

account
0041- 0041- 0041-102-01
102-01 102-03
1 2 3 =col. 6= 2% of col. 5
1+ col. 2
8317.28 420.72 8738.00 344.08 9082.08 181.64

Source: Information provided by the office of Transport Commissioner, Uttar Pradesh

Thus, a sum of X 181.64 crore could not be credited to UPRTARF during
2023-24 as the fund was not established. This also had an impact on Revenue
Surplus and Fiscal Deficit of the State for the year 2023-24, which was overstated
and understated respectively by X 181.64 crore.

Transport Commissioner, Uttar Pradesh stated (July 2024) that the creation of
UPRTARF was under process at the Government level. It was further intimated
(August 2024) that a sum of X28.20 lakh was provided during 2023-24 as
financial assistance to 228 entitled persons suffering from accident under Major
Head 2235-Social Security and Welfare in Grant Number 43-Transport
Department.
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However, the Government needs to comply with the provisions of the Act by
establishing the UPRTARF in the Public Account of the State for providing
financial assistance to the entitled persons as envisaged under the UPMVT Act,
1997.

4.4 Sub-Head/Detailed Head not created for accountal of Green Tax \

The State Government did not create/operate distinct sub-head/detailed
head for accountal of collected Green tax which resulted in receipt of
T 43.10 crore on account of Green Tax not being shown in the Government
account distinctly.

Uttar Pradesh Motor Vehicles Taxation (Amendment) Act, 2014 provides that no
motor vehicle other than a transport vehicle shall be used in any public place after
the expiry of validity of registration under the Motor Vehicle Act, 1988 unless a
Green Tax at the rate specified by a notification by the State Government has
been paid in respect thereof. The purpose of Green Tax was to control
environmental pollution and the revenue so collected was to be utilised for
protection of environment. Government of Uttar Pradesh notified (January 2015)
that Green Tax at the rate of 10 per cent on onetime tax paid at the time of
registration, would be payable at the time of renewal of registration of motor
vehicle.

Information provided (July 2024) by Transport Commissioner, Government of
Uttar Pradesh revealed that the Transport Department had realised Green Tax
amounting to X 10.92 crore from 1.47 lakh vehicles during 2023-24. Realisation
of Green Tax amounting to X 32.18 crore from 7.66 lakh vehicles during 2015-16
to 2022-23 were reported in State Finances Audit Report for the year ended
31 March 2023.

Audit scrutiny revealed that no separate sub-head/detailed head has been created
for accounting of Green Tax and therefore, the same was deposited in the Major
Head-0041-Vehicle Tax along with other taxes levied by the State Government.
As a result, realisation of Green tax was not ascertainable from the accounts of
State Government. Further, the office of Transport Commissioner could not
provide the status of actual utilisation of Green Tax for protection of the
environment.

The matter was also highlighted in the previous State Finances Audit Reports for
the year ended 31 March 2020, 31 March 2021, 31 March 2022 and 31 March
2023.

45 Transfer of Central Scheme Funds to Implementing Agencies in the
State

Appendix VI of Volume 11 of the Finance Accounts exhibits the direct transfer of
central scheme funds to Implementing Agencies in the State, i.e., fund routed
outside State Budget, which is compiled from PFMS portal of Gol. During the
year 2023-24, Gol directly transferred X 880.92 crore to State Implementing
Agencies (State Government DDOs: X 0.04 crore, State Government PSUSs:
% 0.29 crore, State Government Institutions: X 877.94 crore, Local Bodies:
% 1.75 crore, Academic Institutions (Government): X Nil and statutory bodies:
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% 0.90 crore). Further, the direct transfer of Central Scheme funds to the State
Government Implementing Agencies have decreased by 17.11 per cent in the
year 2023-24 as compared to the year 2022-23 (from X 1062.78 crore in 2022-23
to X 880.92 crore in 2023-24).

| Issues related to Transparency |

4.6 Delay in submission of Utilisation Certificates |

The Financial Hand Book Volume-V Part-l, Para 369-H prescribes that where
grants are sanctioned for specific purposes, the departmental officers concerned
should obtain Utilisation Certificate (UC) from the grantee, which after
verification should be forwarded to the Accountant General (A&E). Further, in
respect of grants which are expected to be utilised during the next 12 months
from the date of sanction, the competent authority should furnish to the
Accountant General, the requisite certificate not later than 18 months from the
date of sanction of the grant.

The purpose for which grants-in-aid were utilised can be confirmed only on
receipt of UCs which would safeguard against diversion of funds for other
purposes. Thus, expenditure shown in the accounts cannot be treated as final to
the extent of non-receipt of UCs. The position of outstanding UCs as on
31 March 2024 for grants given up to 30 September 2022 is given in Table 4.3.

Table 4.3: Arrears in submission of Utilisation Certificates

Number of UCs awaited Amount
(as on 31%t March) ® incrore)
Up to 2020-21 15732 6594.76
2021-22 1409 2268.32
2022-23 822 3009.87
(Up to September 2022)
Total 17963 11872.95

Source: Finance Accounts 2023-24

Table 4.3 shows that 17,963 UCs aggregating T 11,872.95 crore were
outstanding as on 31 March 2024 for grants released during the period 2001-02 to
2022-23 (up to September 2022). The total outstanding UCs include 4,211 UCs
(R 5,294.49 crore) related to Centrally Sponsored Schemes. Further, 27,102
number of UCs amounting to ¥ 43,129.08 crore in respect of grants-in-aid
released during the period 2001-02 to 2022-23 (upto 30 September 2022) were
cleared during 2023-24. The age-wise status of pendency of UCs is summarised
in Table 4.4.
Table 4.4: Year wise break up of outstanding UCs

(Rincrore)

Year Number of UCs Amount
2001-02 to 2012-13 11299 3282.26
2013-14 670 297.80
2014-15 707 174.63
2015-16 454 363.75
2016-17 281 146.48
2017-18 202 72.67
2018-19 333 349.72
2019-20 794 392.07
2020-21 992 1515.38

104



Chapter 1V — Quality of Accounts and Financial Reporting Practices

Year ~ Number of UCs Amount

2021-22 1409 2268.32
2022-23

(Up to September 2022) 822 3009.87

Total 17963 11872.95

Source: Finance Accounts 2023-24 and information maintained by Accountant General (A&E)
U.P.

Of the total outstanding UCs, 10,487 UCs (58.38 per cent) amounting to
39,510.20 crore (80.10 per cent) pertained to five departments: Urban
Development Department, Social Welfare Department (Special Component Plan
for Scheduled Castes), Agriculture and Other Allied Department (Agriculture),
Agriculture and other Allied Departments (Rural Development), and Women and
Child Welfare Department as presented in Chart 4.1.

Chart 4.1: Department wise outstanding UCs in numbers
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Chart 4.2: Department wise outstanding amount of UCs
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Source: Information provided by Accountant General (A&E) U.P.

In the absence of UCs, there is no assurance that grants-in-aid disbursed had
actually been incurred for the purpose for which these were sanctioned/authorised
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by the Legislature. Moreover, high pendency of UCs was fraught with the risk of
embezzlement, diversion and misappropriation of funds.

4.7  Abstract Contingent Bills

The drawal of contingent charges on items of expenditure by a State Government,
for which final classification and supporting vouchers are not available at the
time of drawal, are made on Abstract Contingent (AC) Bills. As per Para 183 of
Financial Hand Book (Volume V) Part I, in the case of contingent charges
countersigned after payment, Detailed Countersigned Contingent (DCC) bills are
required to be submitted by the Head of the Office to the controlling officer or if
there is no controlling officer, to the Accountant General directly by the end of
the next month. Delayed submission or prolonged non-submission of supporting
DCC bills renders expenditure through AC Bills opaque. The details of pending
DCC bills as on 31 March 2024 are given in Table 4.5.

Table 4.5: Year wise status of pending DCC bills as on 31 March 2024

Number of pending DCC Bills Amount & in crore)
Up to 2022-23 510 2.95
2023-24 14 0.16
Total 524 3.11

Source: Finance Accounts 2023-24

As evident from Table 4.5, 510 DCC bills amounting to ¥ 2.95 crore were
pending for long periods from the year 2001-02 to 2022-23 and 14 outstanding
DCC bills amounting to X 0.16 crore pertain to the year 2023-24. Of the total
outstanding AC bills, 299 bills (57.06 per cent) amounting to X 2.46 crore
(79.10 per cent) pertained to five departments: Secretariat administration
Department (58 AC bills amounting to % 1.15 crore); Revenue Department
(Relief on Account of Natural Calamities) (five AC bills amounting to
% 0.35 crore); Information Department (85 AC bills amounting to X 0.35 crore);
Election Department (33 AC bills amounting to X 0.34 crore); and Agriculture
and other Allied Departments (Panchayati Raj) (118 AC bills amounting to
% 0.28 crore) as depicted in Chart 4.3.
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Chart 4.3: Pending DCC Bills of major defaulting departments
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Source: Information provided by Accountant General (A&E) U.P.

Delay in submission of detailed contingent bills indicates that funds were drawn
without requirement for immediate payment. Further, non-submission of DCC
bills within the prescribed time not only breaches financial discipline but also
increases the possibility of wastage/misappropriation/malfeasance etc.

4.8 Personal Deposit Accounts

Under the List of Major and Minor Heads of Accounts of Union and States,
Personal Deposits are of the nature of deposits not bearing interest opened under
8443-Civil Deposits-106-Personal Deposits. As per para 4 of Uttar Pradesh
Personal Ledger Account (UPPLA) Rules 1998, the State Government is
authorised to open Personal Deposit (PD) accounts/PLA for specific purposes in
consultation with the Accountant General. Designated Administrators are
authorised to operate these PD accounts by transfer of funds from the
Consolidated Fund of the State.

During the year 2023-24, an amount of X 2.34 crore was transferred from the
Consolidated Fund of the State to PD Accounts under head 8443-106. This
includes % 0.16 crore transferred to PD Accounts in March 2024. Details of PD
accounts as on 31 March 2024 are given in Table 4.6.

Table 4.6: Status of PD Accounts during the year 2023-24

R incrore)

Opening Balance Addition during the year | Disbursement during the year Closing Balance
(As on 01-04-2023) 2023-24 2023-24 (As on 31-03-2024)

No. of Amount No. of Amount No. of Amount No. of Amount
Administrators Administrators Administrators Administrators

(Dr) (Dr)
Source: Finance Accounts 2023-24

Further, Uttar Pradesh Government order (March 1999) provides that

Administrators of PD Account are required to reconcile and verify their balances

with the treasury figures and annual verification certificates are also required to

be submitted to the Accountant General. However, during the year 2023-24, out
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of 12 Administrators of PD accounts of the State, only Six Administrators had

reconciled and verified their balances with the treasury figures.

\4.9 Indiscriminate use of Minor Head 800

As a crucial component of a transparent system of budgeting and accounting, the
forms of accounts in which the receipts and expenditure of the Government are
reported to the Legislature should constantly be reviewed and updated so that
they truly reflect receipts and expenditure on all major activities of the
Government in a transparent manner to meet the basic information needs of all
important stakeholders. For the purpose, Minor head 800 relating to ‘Other
Receipts’ and ‘Other Expenditure’ is intended to be operated only when the
appropriate minor head has not been provided in the accounts. Routine operation
of minor head 800 is to be discouraged, since it renders the accounts opaque.

During the year 2023-24, X 86,265.75 crore under 85 Major Heads of accounts on
the expenditure side, constituting 15.96 per cent of the total Revenue and Capital
expenditure of ¥ 5,40,343.26 crore, was classified under Minor Head 800-Other
Expenditure. The trend of expenditure booked under Minor Head 800-Other
Expenditure during the period 2019-24 and its percentage to total expenditure is

depicted in Chart 4.4.

Chart 4.4: Operation of Minor Head 800 - Other Expenditure during the period 2019-24
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Source: Finance Accounts of respective years

Instances where a substantial proportion (50 per cent or more of the total
expenditure under the Major Head) of the expenditure was classified under minor

head 800-Other Expenditure are listed in Table 4.7.

Table 4.7: Significant expenditure booked under Minor Head 800 — Other

Expenditure during the year 2023-24

Expenditure
under
Minor Head
800

Major

Major Head Description
Head J P

Total
Expenditure

(Rincrore)

Percentage

o || A CUEEY @ Gy 9533.35 9533.35 100
Administrative Services

5053 | Capital outlay on Civil 1650.27 1650.27 100
Aviation

4875 | Capital outlay on other 1334.13 1334.13 100
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PDENO
adjo 0[5 Old
ajo ead De ptio Percentage
eadl O ead PDENQC e
300
industries
2040 | Taxes on Sales, Trade etc. 900.48 900.48 100
9885 Other Qutlays on Industries 176.69 176.69 100
and Minerals
2705 | Command Area Development 87.10 87.10 100
Capital Outlay on Other
5425 | Scientific and Environmental 24.86 24.86 100
research
2407 | Plantations 4.88 4.88 100
Collection Charges under State
2043 Goods and Services Tax 240 240 100
Capital outlay on
4859 | Telecommunication and 2.00 2.00 100
Electronic industries
2041 | Taxes on Vehicles 1.91 1.91 100
2852 | Industries 8175.61 8520.00 96
2801 | Power 30637.34 32925.34 93
3053 | Civil Aviation 27.72 30.74 90
3452 | Tourism 165.43 203.52 81
4216 | Capital Outlay on Housing 4418.92 5737.80 77
Capital Outlay on Social
4235 Security and Welfare 451.53 605.43 75
4575 | Capital Outlay on Other 781.89 1055.54 74
Special Areas Programmes
2501 Special Programmes for Rural 2043.98 302359 68
Development
2216 | Housing 354.51 525.12 68
2211 | Family Welfare 5433.88 8793.33 62
2700 | Major Irrigation 542.41 885.38 61
4217 | Capital Account of Urban 2561.37 4463.97 57
Development
2205 | Artand Culture 113.40 203.02 56
4403 Capital Outlay on Animal 130.00 242 12 54
Husbandry

Source: Finance Accounts 2023-24

Further examination revealed that in two Grants, viz., Grant No. 53-National
Integration Department and Grant No. 85-Public Enterprises Department, entire
expenditure was booked under Minor Head 800 during the last four years
2020-21 to 2023-24.

Similarly, during the year 2023-24, revenue receipts aggregating < 8,467.49 crore
were booked under Minor Head 800-Other Receipts in 57 Major Heads of
accounts on the receipt side constituting 1.82 per cent of the total revenue
receipts of the State of ¥ 4,65,801.15 crore. Instances where a substantial
proportion (50 per cent or more of the total receipts under the Major Head) of the
revenue receipts was classified under minor head 800-Other Receipts during the
year 2023-24 are listed in Table 4.8.
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Table 4.8: Significant receipts booked under Minor Head 800—Other Receipts

Major
Head

during the year 2023-24

Major Head Description

Receipts
under
Minor Head
800

Total
Receipts

(R in crore)
Percentage

1054 | Roads and Bridges 646.35 578.19 11220
0801 | Power 1881.70 1881.70 100
0215 | Water Supply and Sanitation 217.64 217.64 100
0217 | Urban Development 177.22 177.22 100
0852 | Industries 28.18 28.18 100
0875 | Other Industries 3.66 3.66 100
0810 Non-Conventional Sources of 291 291 100
Energy-
1456 | Civil Supplies 1.93 1.93 100
0575 Other Special Areas 155 155 100
programmes
0425 | Co-operation 85.72 85.74 100
1053 | Civil Aviation 12.68 12.69 100
0211 | Family Welfare 18.00 18.01 100
0235 | Social Security and Welfare 184.24 184.56 100
0056 | Jails 7.91 8.01 99
0851 | Village and Small Industries 158.88 161.67 98
0059 | Public Works 117.94 120.76 98
1452 | Tourism 7.84 8.16 96
0700 | Major Irrigation 21.24 25.04 85
0070 | Other Administrative Services 886.90 1067.98 83
0029 | Land Revenue 321.88 404.74 80
0230 | Labour and Employment 47.30 64.05 74
0403 | Animal Husbandry 21.88 33.39 66
0406 | Forestry and Wild Life 212.98 356.67 60
0515 Other Rural Development 77,50 136.92 57
Programmes
Contributions and Recoveries
0071 | towards Pension and Other 223.58 426.38 52
Retirement benefits

Source: Finance Accounts 2023-24

The classification of large amounts under the omnibus Minor Head 800 affects
transparency in financial reporting and distorts proper analysis of allocative
priorities and quality of expenditure.

‘4.10 Expenditure under omnibus Object Head: ‘42- Other Expenditure’ |

With a view to bringing greater transparency in the budget of the State
Government and effecting adequate security and control in planning and
implementing, there is a need for budgeting provision under the appropriate heads

20 Total receipt in Major Head 1054 included refunds of (-) ¥81.01 crore under minor
head 900-Deduct Refunds, receipt of X 12.85 crore under minor head 102-Tolls on
Roads and receipt of ¥ 646.35 crore under minor head 800-Other receipts.
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instead of the omnibus object head ‘42- Other Expenditure’. As defined in budget
documents, ‘Other Expenditure’ pertains to residual items and it also includes
remuneration and award related expenses and expenditure from discretionary
funds.

Scrutiny of the Accounts revealed that expenditure of % 34,110.76 crore was
made under Object Head ‘42- Other Expenditure’ which was 5.99 per cent of the
total disbursements of 2 5,69,746.85 crore out of the Consolidated Fund of the
State during 2023-24. Further, it was observed that in 26 grants, the expenditure
under Object Head: ‘42-Other Expenditure’ was more than five per cent of the
total expenditure of these grants and this contributed to 26.08 per cent of total

expenditure of these grants as given in Table 4.9.

Table 4.9: Expenditure under Object Head ‘42 — other expenditure’
under various Grants

SI.  Grant
[\[o}

No.

53

Grant Description

National Integration
Department

Total

Expenditure

0.44

Expenditure
under
Object

Head 42

0.36

(Rin crore)

Percentage
of
expenditure
under OH
42 to Total
Expenditure

81.66

Medical Department
(Family Welfare)

8205.73

5953.67

72.56

Secretariat
Administration
Department

1721.40

1010.87

58.72

Agriculture and Other
Allied Departments
(Rural Development)

19037.89

10298.89

54.10

Institutional Finance
Department (Stamps
Registration)

463.86

242.48

52.27

Industries Department
(Small Industry and
Export Promotion)

932.96

472.77

50.67

Home Department
(Political Pension and
Other Expenditure)

287.51

135.80

47.23

Environment Department

13.28

5.93

43.23

Vocational Education
Department

1880.65

731.66

38.90

10| 92

Cultural Department

309.35

115.27

37.26

11| 76

Labour Department
(Labour Welfare)

544.87

191.94

35.23

12| 07

Industries Department
(Heavy and Medium
Industries)

12982.45

4245.38

31.93

13| 52

Revenue Department
(Board of Revenue and
other expenditure)

3031.09

944.96

24.04

14| 81

Social Welfare
Department (Tribal
Welfare)

1397.44

270.06

19.33
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Sl. | Grant Grant Description Total Expenditure  Percentage
N\[o} No. Expenditure under of

Object expenditure

Head 42 under OH
42 to Total
Expenditure

Medical Department
(Ayurvedic and Unani)
Finance Department
(Group Insurance)
Urban Development
17| 37 Department 23184.06 2851.45 12.30
18| 22 Sports Department 570.34 63.49 11.13
Social Welfare
Department (Special
Component Plan for
Scheduled castes)
Confidential Department
(Governor Secretariat)
Medical Department
(Homoeopathy)
Agriculture and other

22 17 Allied Departments 166.85 146.40 8.77
(Fisheries)

Medical Department
(Allopathy)
Agriculture and other
24| 11 Allied Departments 5333.95 345.78 6.48
(Agriculture)
Institutional Finance
25| 89 Department (Commercial 934.34 59.40 6.36
Tax)

Food and Civil Supplies
Departments

Total (Above five per cent) 122145.92 31860.66 26.08
Source: Information maintained by Accountant General (A&E) U.P.

15| 33 1093.51 196.65 17.98

16| 66 259.28 35.00 13.50

19| 83 25771.34 2464.35 9.56

201 29 21.04 1.96 9.31

21| 34 559.30 50.07 8.95

23| 32 8279.45 706.60 8.53

26 21 5163.54 319.47 6.19

The classification of large amounts under the Object Head <‘42-Other
Expenditure’ does not give a clear picture in financial reporting.

| Issues related to Measurement |

|4.11 Outstanding balances under major Suspense and Remittance Heads |

The Finance Accounts reflect the net balances under Suspense and Remittance
Heads. The outstanding balances under these heads are worked out by
aggregating the outstanding debit and credit balances separately under various
heads. Clearance of suspense and remittance items depends on the details
furnished by the State Treasuries/\WWorks, Forest Divisions, etc. The outstanding
balances under certain major suspense heads of accounts are indicated in
Table 4.10.
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Table 4.10: Balances under Suspense and Remittance Heads

Suspense Head

® incrore)

2023-24

Major Head 8658 - Suspense

101 - PAO 418.07 739.80 395.41 269.72 257.52 208.31
suspense

Net Cr.321.73 Dr. 125.69 Dr. 49.21
102 - Suspense | 15820.92 1689.57 | 15764.39 | 16431.30 | 15780.89 | 16432.73
Account-Civil

Net Cr. 568.65 Cr. 666.91 Cr. 651.84
109 - Reserve 0.00 0.00 0.00 0.01 0.01 0.01
Bank Suspense —

Headquarters

Net 0.00 Cr. 0.01 0.00
110 - Reserve (-)94.54 | (-)1138.62 (-)94.12 | (-)1136.38 (-)94.92 | (-)1136.44
Bank Suspense —

Central Accounts

Office

Net Dr. 1044.08 Dr. 1042.26 Dr. 1041.52

Major Head 8782-Cash remittances and adjustments between officers rendering accounts to
the same Accounts Officer

102 -  Public | 216990.54 | 218840.01 |232556.35 [235417.30 | 256276.42 | 258390.05
Works

Remittances

Net Cr. 1849.47 Cr. 2860.95 Cr. 2113.63
103 -  Forest 3391.12 3594.69 3701.73 3939.71 4205.85 4483.51
Remittances

Net Cr. 203.57 Cr. 237.98 Cr. 277.66
8793-Inter  State 66.72 0.05 56.76 0.01 56.34 0.11
Suspense Account

Net Dr. 66.67 Dr. 56.75 Dr. 56.23

Source: Finance Accounts of respective years and information maintained by Accountant

General (A&E) U.P.

4.12

Compliance with Accounting Standards

As per Article 150 of the Constitution of India, the President of India may, on the
advice of the Comptroller and Auditor General of India (CAG), prescribe the
form of accounts of the Union and of the States. On the advice of the CAG, the
President of India has notified four Indian Government Accounting Standards
(IGAS). Compliance to these Accounting Standards by the Government of Uttar
Pradesh as well as deficiencies therein during 2023-24 is detailed in Table 4.11.
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Table 4.11: Compliance to Accounting Standards

Accounting  Essence of Compliance by State Deficiency
Standards IGAS Government

1 | IGAS-1 Guarantees Partially Complied | Information relating to
Given by the | (Statement 9 and 20 of | the designated authority
Government | Finance Accounts) for guarantees given by
— Disclosure the Government was not
requirements provided by the State

Government.

2 | IGAS-2 Accounting Partially complied | Information  regarding
and (Statement 10 of | total value of Grant-in-
Classification | Finance Accounts) aid given in kind was
of Grants-in- not provided by State
aid Government.

3 | IGAS-3 Loans and | Partially complied | Information  regarding
Advances (Statement 7 and 18 of | loans in perpetuity was
made by | Finance Accounts) not provided by State
Government Government.

4 | IGAS-4 Prior Period | Information regarding Prior Period Adjustment was
Adjustment not provided by the State Government to

Accountant General (A&E) UP.

Source: Finance Account & information provided by Accountant General (A&E) U.P.

4.13

Adverse balances of Loans and Advances

Adverse balances (credit balances in debit heads and debit balances in credit
heads) are negative balances appearing under those heads of accounts, where
there should not be a negative balance. For example, against the accounting head
of any loan or advance, a negative balance will indicate more repayment than the
original amount advanced.

Finance Accounts for the year 2023-24 contained the following adverse balances
of Loans and Advances as on 31 March 2024 are given in Table 4.12.

Table 4.12: Adverse balance as on 31.03.2024

Head of Account Description Amount
(R in crore)
6215-02-192-04 | Arrangement of Revolving fund for interest free 0.26
loan for expansion and development of
infrastructure facilities of Urban Bodies
6235-02-190-01 | Refund of loan disbursed to U.P. Backward 0.18
Finance
& Development Corp Ltd
6425-00-108-03 Loans to U.P. Cooperative Bank 0.02
6860-01-190-04 Loans to Uttar Pradesh State Spinning Company 123.78
Ltd.
6860-01-190-05 Loans to Uttar Pradesh State Yarn Company Ltd. 75.74
6860-04-190-02 Loan to sugar factories 1108.52
6885-01-190-06 Industrial Investment Incentive Scheme, 2003 49.19
6885-01-190-10 Loans to U.P. Financial Corporation 26.09
7055-00-190-10 | Other receipts 9.95
7610-00-202 Advances for Purchase of Motor Conveyances 17.72
7610-00-203 Advance for Purchase of Other Conveyances 25.39
7610-00-800 Other Advances 3.02

Source: Finance Account 2023-24

114




Chapter 1V — Quality of Accounts and Financial Reporting Practices

These adverse balances were under reconciliation between the office of the
Accountant General (A&E) Uttar Pradesh and the State Government.

4.14  Non-reconciliation of Departmental figures

To exercise effective budgetary control over revenue/expenditure and to ensure
accuracy in accounts, as per para 124 of UP Budget Manual, Chief Controlling
Officers (CCOs)/Controlling Officers (COs) are required to reconcile every
month, the receipts and expenditure recorded in their books with the figures of
the Accountant General (A&E). The status of reconciliation of figures by the
Controlling Officers is given in Table 4.13.

Table 4.13: Status of Reconciliation of Receipts and Expenditure
by Controlling Officers

Year Total No. No. of Controlling Officers reconciled their receipts/
0] expenditure
Controlling Fully reconciled Partially Not reconciled
Officers reconciled
Receipts
2021-22 48 43 - 05
2022-23 48 43 - 05
2023-24 48 47 - 01
Expenditure
2021-22 180 177 - 03
2022-23 180 179 - 01
2023-24 180 178 - 02

Source: Information maintained by Accountant General (A&E) U.P.

Reconciliation of receipts was completed by 47 out of 48 CCOs, as they
reconciled revenue receipts of I 2,08,864.07 crore (99.60 per cent of total
revenue receipts of X 2,09,706.29 crore due for reconciliation) during 2023-24.
Further out of 180 CCOs, 178 CCOs had reconciled their expenditure figures of
3 4,61,287.51 crore (97.33 per cent of total revenue and capital expenditure of
< 4,73,923.75 crore due for reconciliation) as shown in Chart 4.5.

Chart 4.5: Status of Reconciliation of Receipts and Expenditure
during the year 2021-24

461287.51

2023-24 473923.75

369692.69

2022-23 37953340

Expenditure

287881.29

2021-22 288840.02

208804.07

_ 2023-24 209706.29
R=
51
e 203047.18
g 2022-23 20454928
174397.97
2021-22 176468.83

(% in Crore)
w Reconciled Receipt/Expenditure = Total Receipt/Expenditure

Source: Information maintained by Accountant General (A&E) U.P.

115



Report of the Comptroller and Auditor General of India on State Finances for the year 2023-24

Necessary action for reconciliation in respect of all receipts and expenditure is
required to be taken.

Issues related to Disclosure

4.15 Submission of Accounts/Separate Audit Reports of Autonomous
Bodies/Authorities

As per Section 19(3) of the CAG’s DPC Act, the Governor/Administrator may, in
the public interest, request the CAG to audit the accounts of a corporation
established by law made by the legislature of the State or of the Union Territory, as
the case may be, and where such request has been made, the CAG shall audit the
accounts of such corporation and shall have, for the purposes of such audit, right of
access to the books and accounts of such corporation.

Apart from Section 19, where the audit of the accounts of anybody or authority
has not been entrusted to the CAG by or under any law, he shall, if requested so
to do by the President, or the Governor of a State or the Administrator of a Union
Territory having a Legislative Assembly, as the case may be, undertake the audit
of the accounts of such body or authority on such terms and conditions as may be
agreed upon between him and the concerned Government and shall have, for the
purposes of such audit, right of access to the books and accounts of that body or
authority (Section 20 of the CAG’s DPC Act).

Audit certificate to the accounts being ‘true and fair’ is issued in case of
abovementioned autonomous bodies and authorities provided CAG is the sole
auditor. Thus, these bodies and authorities are required to prepare annual
accounts and submit the same to AG (Audit) for audit. Apart from Audit
certificate, on completion of the financial audit, the audit office issues a separate
audit report (SAR) that is part of the audit certificate on the accounts.

It was observed that 388 annual accounts of 56 Autonomous Bodies and
Authorities (due up to 2023-24) for audit as on 31 July 2024 have not been
submitted by the concerned entities. The Department-wise details of accounts due
from Autonomous Bodies and Authorities are given in Appendix 4.1. Age wise
pendency of these 388 accounts is given in Table 4.14.

Table 4.14 : Age-wise analysis of Annual Accounts due for audit but not submitted

Delay in number of years No. of Bodies/Authorities No. of Accounts
1-2 8 13
3-4 13 49
5-10 29 197
More than 10 6 129
Total 56 388

Source: Information available in Office of the PAG (Audit)l and AG (Audit)l1

In the absence of annual accounts and their audit, proper utilisation of grants-in-
aid and loans disbursed to these Bodies/Authorities and their accounting cannot
be vouched. Audit has been taking up the matter of non-submission of accounts
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of the defaulting bodies with the authorities concerned from time to time, but
without perceivable improvement.

|4.16 Proforma Accounts of Departmental Commercial Undertakings \

Departmental Commercial Undertakings (DCUs) are required to finalise
proforma annual accounts in the prescribed format and submit the same to the
Accountant General for audit after closure of accounts. Out of the nine DCUs in
the State, four DCUs (lIrrigation Workshop Divisions Kanpur, Bareilly, Meerut
and Prayagraj) have finalised their annual accounts for the financial year 2023-24
and two DCUs (Irrigation Workshop Divisions, Jhansi and Gorakhpur) have
finalised their annual accounts for 2022-23, one DCU (Food Commissioner and
CAO) has finalised its annual account for 2021-22 and another DCU
(Dy. Director, Animal Husbandry Farms Corporation) has finalised its account
for the year 2020-21. The remaining one DCU has not finalised its annual
accounts for many years. The details are shown in Appendix 4.2.

|4.17 Pending cases of misappropriations, losses, thefts etc. |

Para 82 of Financial Handbook, Volume-V Part-I lays down detailed instructions
regarding fixing of responsibility for losses sustained through fraud or negligence
of individuals, loss or destruction of Government property and report them to the
Accountant General.

The State Government reported 135 cases?* of misappropriation/losses/thefts etc.,
of Government material/money involving X 9.31 crore on which final action was
pending as on 31 March 2024. The department-wise break up of pending cases of
misappropriation, losses, theft etc. and reasons for the delay in final disposal are
given in Table 4.15.

Table 4.15: Pending cases of misappropriation, losses, theft etc.
(R in lakh)
Name of Cases of Reasons for the delay in final disposal of pending cases of

Department = misappropriation/ misappropriation, losses, theft etc.

losses /theft of Awaiting Departmental Criminal

Government departmental and action initiated proceedings
material criminal but not finalised finalised but
investigation recovery of the
amount pending

Number Amount Number Amount Number Amount Number Amount

of cases of cases of cases of cases

Food and
Civil 9 28.78 0 0 7 26.83 2 1.95
Supplies
Social

3 0.95 0 0 2 0.70 1 0.25
Welfare
Horticulture 1 3.59 0 0 1 3.59 0 0

2L Pertaining to period January 1967 to March 2024.
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Name of Cases of Reasons for the delay in final disposal of pending cases of

Department  misappropriation/ misappropriation, losses, theft etc.

losses /theft of Awaiting Departmental Criminal

Government departmental and action initiated proceedings
material criminal but not finalised finalised but
investigation recovery of the
amount pending

Number Number | Amount = Number Number = Amount
of cases of cases of cases of cases
Rural
9 3.28 1 0.74 7 2.34 1 0.20
Development
Education 8 171.16 2 101.08 4 55.55 2 14.53
Technical
) 1 11.59 0 0 0 0 1 11.59
Education
Animal
16 6.55 7 5.20 9 1.35 0 0
Husbandry
Fisheries 3 2.61 0 0 3 2.61 0 0
Agriculture 3 7.62 2 2.17 1 5.45 0 0
Irrigation 41 | 121.03 4 16.07 35 36.95 2 68.01
Cooperative 2 1.45 0 0 1 0.17 1 1.28
Medical
Health and
. 11 15.89 1 0.30 9 14.22 1 1.37
Family
Welfare
Home
(Police, 8 56.09 7 8.61 0 0 1 47.48
PAC)
Revenue 5 14.49 3 8.81 2 5.68 0 0
Finance 1 0.67 1 0.67 0 0 0 0
Weight  and
1 1.09 0 0 0 0 1 1.09
Measurements
Public
Works 9 147.80 4 27.26 1 0.12 4| 12042
Department
Revenue
(Land 3| 331.78 0 0 3| 33178 0 0
Acquisition)
Judiciary 1 4.44 0 0 1 4.44 0 0
Total 135 | 930.86 32 | 170.91 86 | 491.78 17 | 268.17

Source: Information received from concerned departments
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The age wise analysis of these pending cases is depicted in Table 4.16, which
indicates that 101 cases involving X 4.88 crore were pending as on 31 March
2024 for more than 20 years.

Table 4.16: Age-wise analysis of pending cases of misappropriation, losses, theft etc.

(% in lakh)

Years ranging Number of cases =~ Amount involved
0 -5 Years (2019-20 to 2023-24) 0 0.00
510 Years (2014-15 to 2018-19) 0 0.00
10 — 15 Years (2009-10 to 2013-14) 16 233.04
15 — 20 Years (2004-05 to 2008-09) 18 209.46
20 — 25 Years (1999-00 to 2003-04) 11 28.27
Above 25 Years (1998-99 and before) 90 460.09
Total 135 930.86

Source: Information received from concerned departments

Out of a total of 135 pending cases (as on 31 March 2024) involving
% 930.86 lakh, departmental and criminal investigation was not initiated in
32 cases involving to X 170.91 lakh. Departmental action was initiated in
86 cases (involving X 491.78 lakh) which were not finalised. Criminal
proceedings were finalised in 17 cases (involving X 268.17 lakh), but
recovery of the amount was pending.

\ 4.18 Follow up action on State Finances Audit Report

State Finances Audit Report is being prepared from the year 2008-09
onwards and presented to the State Legislature. The Public Account
Committee is yet to discuss these reports.

|4.19 Conclusion

The State Government resorted to extra-budget borrowings through
State owned PSEs/Authorities for meeting expenditure having
implication on debt parameters of the State. Since these extra-budget
borrowings do not form part of the Debt-Stock of the State, the debt
position as reflected in Finance Accounts does not depict actual debt
position.

The State Government did not remit entire amount of employees’ and
employers’ contributions towards the Defined Contribution Pension
Scheme to the designated fund manager for its further investment.

The State Government did not establish Uttar Pradesh Road Transport
Accident Relief Fund, as required under Uttar Pradesh Motor Vehicle
Taxation Act, 1997, meant to provide relief to the passengers or heirs
of deceased passengers or other persons suffering casualty in which a
public service vehicle is involved.
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e A large number (17,963) of UCs aggregating X 11,872.95 crore were
outstanding at the close of the year 2023-24. In the absence of UCs,
there is no assurance that grants-in-aid disbursed have actually been
incurred for the purpose for which they were sanctioned/ authorised
by the Legislature.

e Classification of large amounts booked under the Minor Heads ‘800-
Other Receipts/Expenditure’ does not give a complete picture in the
financial reporting. Similarly, in respect of 26 grants, the expenditure
under Object Head: ‘42- Other Expenditure’ was more than five per
cent of total expenditure of these grants, which affects transparency in
financial reporting.

e 388 annual accounts of 56 Autonomous Bodies/Authorities (due up to
2023-24) for audit as of 31 July 2024 have not been submitted by the
concerned entities. In absence of annual accounts and their audit,
proper utilisation of grants and loans disbursed to these Autonomous
Bodies/Authorities cannot be vouched.

[420  Recommendations |

11. The State Government should disclose extra-budget borrowings by the
SPSEs/Authorities in the State Budget.

12. The State Government should transfer the entire amount of Defined
Contribution Pension Scheme to the designated fund manager through
the National Securities Depository Limited (NSDL)/Trustee Bank so
that the un-transferred amount could become the part of corpus of
investment of the subscribers and yield value appreciation.

13. Being the statutory requirement, the Government should create the
‘Uttar Pradesh Road Transport Accident Relief Fund’ so that the fund
could be utilised for benefit of the affected persons.

14. The Government may ensure timely submission of utilisation
certificates by the departments in respect of the grants-in-aid released
for specific purposes and all pendency may be reviewed before release
of fresh grants to defaulting grantees.

15. The Finance Department should, in consultation with the Accountant
General (A&E), conduct a comprehensive review of all items presently
appearing under minor head 800. Further, at the object head level,
indiscriminate use of object head 42-Other expenditure should be
minimised.
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16. The Finance Department should consider evolving a system for
regular review to expedite the process of compilation and submission
of annual accounts by Bodies/Authorities/Departmental Commercial
Undertakings in order to assess their financial position.

Lucknow (SANJAY KUMAR)
The Accountant General (Audit-11), Uttar Pradesh

Countersigned

New Delhi (K. SANJAY MURTHY)
The Comptroller and Auditor General of India
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