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" INTRODUCTION

I, the Chairperson, Fublic Accotints Commitlee {(2015-18), having been
authorised by the Committee, do present this Twenly-fourth Report {Sixdcenth Lok .
Sabha) on Action Taken by the Government on tho Observations/Recommendafions of
the Commiftee contained in thelr Eight-Third Report (Fifleenth fok Sabha) on
‘Augmentalion of Provision to Object Heads Grants-in-Ald and Shhsidy" retating (o

Ministry of Finance {Department of Economic Affairs).

2, The Eighty-third Report was presented to Lok Sabhaflaid in Rajya Sabha on
30" April, 2013, Replies of the Government to ali the Observations/Recommendations
contained in the Report were received. The Public Accounts Committee considersd
and édupted tho  Twentyfourth Report at their  siting held on
11" August, 2015, Minutes of the sifling are given al Appendix |,

3. For facility, of referenco and convenience, the Ohbservations and.
Recommendations of the Commilfee have been printed in thick fype-in the body of the

Repaort.

4. The Commitioe piace on record {heir approciation of the assistance rendered fo

them in the matter by the Office of the Comptroller and Auditor General of India.

15} An analysis of the acfion taken by the Government on the Obsetyations/ -
Fecoirmendations coniained in the Eighty-third Report {Fiﬁeenfh Lok Sabha) is given at’
Appendix-il.

NEW DELHE ) | PROF. K.V. THOMAS

2™ August, 2015 ' ' . Chairparsomn,
2¢ Shravana,"1937 {Saka) . _ Public Accounts Commities

tV.)







' REPORT
DART — |

This Report of the Public Aceounis Commillee deals with the Action Taken by the
Governrment on the Observalions and Recommendations of lhe Commitiee contained in
their Eighty-third Report {(158% Lok Sabha) on "Augmentation of Provision fo object
Heads — Grants-in-Aid and Subsidy" based on Para Nos. 4.2.1 and 4.2.2 of the C&AG's
Report Mo, 1 for the year 2011-12, Union ‘Government — Accounts of the Union
Government,

2, The Fighty-lhird Repaort (15" Lok Sabha) which was prosenied to Lok Sabhaflaid
in Rajya Sabha on agth Anil, 2013, contalned 11 Obescrvalions and Recommendations,
Action Taken Notes in respect of all the Observations and Recommendalions have
been received from the Ministies/Depariments connerned and arc roadiy categorizod
as under:

(f} Observations/Recommendations  which have been accopted by the

Oovernment:
FarafNos. 1, 2,3, 4,56, 7,8, 9104 11

| Total: "11
Chapter - [l
(ii) Obseirvations/Recommendations which the Commiliee do no! desire fo

purstic in view of the replies received from the Government:

[Para Nos. NIL

Total: NIL
Chapter - Ili
(i)  Observations/Recommendations  in reapect of which  replies of the

Government have nof beei accepled by the Commitice and which require
reiteration:
FPara Mos, NIL

Totals  MNIL
Chapter - IV




(W)  Observations/Recommendations in respect of which Government have

furnished interint replies:

Para Mos, NIL

Total: NiL
Chapter -V
fa}  Audit Obscrvation
3. Audit scrutiny of the subject rovealed that in 25 cases, acioss 14 Grants, funds

aggregating lo ¥ 698.82 crore: were provided through Re — appropriafion by various
Ministries/Uepartiments during the financial year 2010-11 for augmenting provisions
under the object head "Gratts-in-aid®, withoul oblaining prior approval of Paifiament.
Furthar, in four cases, across four Grants, funds aggregafing to ¥ 935.52 crore were
provided througit Ro — appropriafion by various Ministries/Deparfments during the
financial year 2010-11 fer augmenting the provision under the object head 'Subsidy’

withoul obtaining prior approval of Patliament.

{b)  Further observation of Audit

4. The Office of Compfroller and Auditor General of India, vide their D.O. letter
dated 14 June, 2012 on the subject had stated lhal lhe aforesaid cases of augmeniation
of provision to object head 'Grant-in-aid’ and 'Suhsidy’ relate lo Re-appropriation being
cffected by Min[striestEpartmﬁms where they were required {o seek prior approval of
Parfiament. {hey had, thercfore, reguesied the Public Accounts Commitico fo review
lhe matter and take a decision as to whether the amount re-appropriated in these cases

may be regulated in terms of Arficle 115{1){b) of the Constitution.

{c)  Gomments of the Minisiry of Finance (Department of Economic Affairs)

b, tn this regard, comments of Ministry of Finance {Deparlment of Economic Affairs}
were sought In the first instance. The Minisliy examined the fssue and made the

following comments —




"Articte 115{1){(b} stipulates. thaf "The President shall, ¥ any money has been
spent on any service during a financial year in excess of the amount granted for
thatl service and [or that year, cause o be faid before both the Houses of
Parliament anothor statement showing the estimated amount of that expenditure
- or cause (o be presented to the House of the People a demand for such oxcess,
as [he case may be,

Soon after the Lok Sabha passes the Demands for Grants, Supplementary
Demands for Grants or Deinahds for Excess Grants, the Government infroduces
an Appropriation Gill to provide for Appropriations out of the Consolidaled Fund
of India, Each Apprapriation Bilf becomes Appropriation Act afier the Parliarment
passes the Bill and President assents. Appropriafion Act authoiizes the
Government to withdraw certain sum {in respect of Main Demands for Granis),
carfain further suins (in respect of Supplementary Demands for Grants for the
senvices of the financial yeai} and in respect of Demands far Excess Grands, the
connecled Appropriation Acl secks lo provide for fhe authorzafion of
Appropriation of moneys ouf of the Consolidated Fund of India to meet the
amaunts spent on cerain services during the financial year ended on the 31st
day of March, in excess of the amounts grantad for those seqvices and for Lhat
vear. The word 'Services' hete denoles the Name of the Demand.

Excess Grants happens when in any one of the four sections, vz, Kevenue
Votnd, Capital-Voted, Revenue-charged or Capitai-Charged, the expenditure for
the yoar exceeds the sum of Original plus Supplementary Grants! Appropriations.
While Original Appropiialion Act and Supplomentary Appropriation Acts are
obiained in thousands of rupees, Appropration far Lxcass Gran{t; are alwaya
obfained in unit of rupoes,

The Re-appropriation orders issued by the Ministries/Dapariments in respect of
Grants-in-aid and Subsidy without tho approval of Parliament tantamount to
dofective Re-appropriation order, and, therefore, it has to be deall in the manner
as an Instance ih which the expenmtuie is theurred w:thm:t proper budgefary
sanelion.

Reqgularisation of such type of expendifure under Arlicle 115(1)(b) is nof an
appopriate mechanism for obtaining Parliament’s approval. As explained above .
Article T15(1) {b) is only invoked to gel the excnss expenditure reguarized in any
of the four saeclions of the Grants {Services). Regulaling the inapprophate Re-
appiopriations through the rote of Article 115(1} (b} of the Conslilution will result
iin bloaling of Appropriation and will be mis-leading.

in view of the above, it is observed that in the instant case, the Re-appropriation
done without the approval of Parliament inay be freated as defective Re-
appropriation and the Ministries/Deparmenls may be directod fo frame the ATN,
which couid be examined by the PAC for further nocessary action.”




(d) Comments of the Ministry of Law and Justice

6. Subssquently, the Commitiee sought the views of Ministry of 1.aw and Justice on
the subject, as lo whether the amount re-appropriated in these cases may be regulated
In terms of Adicle T15(1)(b} of the Constitution. The Ministry referred the malter lo
Learned Allorhoy General for India for his considered opinion. l.eamed Attorney
General dwelling on the Article 115 {1}(a) and Asticle 115{1)(b) of the Constifuiion
opined thal,—

"One has to analyze Article 115 of the Constitution of India. ILis in two paris. Aricle
115(1}a) deals with cases where the amotnt authorized is found insufficient for
the purpose or where a need has arisen during the cuirent financial year for
Supplementary or addilional expenditiie. This wonld cover cases where the
autharization is sought belore the amount is spent. Article 115(1)(b) deals with
casns where money has been spenl on any service during a financial year in
excrss of the amount granted for lhal service and for that year.

In both cases, the President shall cause to be laid before both the Houses of
Parliament, ancther sfaternent showing the estimated amount of that expenditure
or cause 1o be presented to the | louse of the People a demand for such excess, as
the case may bo, )

As rightty pointed out by Dr. B.R. Ambedkar, the passing of an excess Grant is
nathing but an Indeminily act which Is consistont with the principle that ultimately it
iz Parliament alone which can sanction and . authorize . payments in - the
Consolidated Fund of India, As Dr. Ambedkar said; -

in the case of excess grant, the cxecess expenditure has already been incurred and
tho executive comes before Parliament for sanclioning whal has already been
spant.

fn the premises, my answer 1o the Quary raisced is in the ‘affirmative’.”

7. Therefore, taking into consideration tlhe Constifutional provisions, lhe relevant
Rules, the reasons aiirbuted by the Ministries/Depariments concemed in their
explanatory nofos, comments of the Ministry of Finance {Depariment of Economic
Affairs) and the cunsidered opinion of the Leatnied Altorney General for india on the
subject, the Commiftee had given their Observations/iRecommendations in their Sighiy-
third Report {15" Lok Sabha). The gist of imperant observationsfrecomimendations as

contained in the Report are given as under:




(i} The Ministry of Finance should devise an effective imechanism so as lo avoid

tectrrence of such serious fapses and to reinforee financial disc:ip!ine..

{iiy ~ The Minisfiy of Finance should keep strict vigil over the lrend of expenditurc
and take timely comeclive action to oblain additional fuids with the prior
approval of Parliament,

{fi}  The Minisiry of Finénce should sertously look info the maticr and deal slernby
with cases of aberrations noliced so as to ensure skict adherence to and
alrict application of lhe prescribed Financial Rules by the Departmental Heads
and FAs,

(W)  Need for establishing a robust and foo! proof mechanism for ensuring stict
compliance of Constitufional and Financial provisions emphasized.

(v} The contravention of lhe Constitulional and Financial provisions in alf the
cascs of wrongful Ro — appropriations bo regulanized as per the Constitation

as also advised by the | d. Atlorney General,

a. The Action Taken Notos {furnished by the Ministries/Depariments concerned an
the Observafions/Recommendations contained i 83 Report {159 Lok Sabha) have
becn reproduced th the relovant chapters of this Report. The Comimiltee will now deal
willy aclion taken by the Government on their Observations/Recommendations which

oithar need rejlarafion or merit comments.

I To devise an_cffective _mechanism for imposing financial_discipline:
[Recommendation Para No. 2) '

g, The Committee had expressed fheir serious concem over the augmenlation of
fmi[f'c‘- to the fune of T 698.82 crore under the iead 'Granis-in-aid® and T 835.52 crote
under the head 'Subsidy' during the year 2010-11 wilhout obtaining the mandatory prior -
approval of Padiament.  The vidlatton of Conslilutional and Financial provisions
occuried despite the fact that the adeguacy of funds is discussed during mid-review
while drawing up Revised Esfimales. Upon n.otfcing thal the Minisliy of ['inance had no
robust mechanism for timely detection of siuch conlraventions of Constitufional and

Financial provisions, the Commillee recommended that the Ministry of Finance shoukd
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devise an effective mechanism so as to avoid recurrence of such serfous lapses and fo

reinforee financiat discipline.

10.  The Minislry of Finance (Departiment of Econemic Affairs) in their Action Taken

MNotes have responided as tunder:

"Miniatry of Finance (Budget Division) has been re-iteraling all necessary
instructions on the subject every year as a part of Budget ciicufar. Further this
Ministry is contemplating to cause further awareness among all the Ministries/
Departments on the seriousness of overshocofing the appropriafion approved by
the Parliament.

2. A meeting of the Financial Advisors of various Ministries/ Departments on
the subject of ‘excess expendiure’ was also held under the charmanship of
Finance Secretary on 18" April, 2013. The thrust of the meeting was fo ascertain
the reasons for excess expendituie, besides laying spreaial emphasis fo avoid s
recurrence and bring more acouracy in estimation of Budget.

3. The above points will also b discussed in the expenditare review mecting
chaired by Hon'ble Finance Ministor,

4. Lach iMinistries/Departments are controlled by the respeclive Secretary of
that unit and sl expenditre are incurred with the concurrence of respective
Financial Adviser. Minisliy of Viranee does not come into piclure when lhe
expenditure is incurred by them. However, Lhe above sleps taken by Ministry of
Finance will ensure that the incidence of such unauthorised expenditure does nol
rectir again and linancial discipline is enforced.”

11, During the course of vetting of the above said Action Taken Note, the Audit made

the following observations:

"Ministry of Finance, being the nodal auihority is responsible for cnsuring
financial propricty and discipline from all the MinistriesfDopartments. Ministry is
silot on the issucs {o devise an appropriate and offective re-appropriation
meehanism for timely detoction of such contraventions of Constitulional and
financtal  provizions  for  inmposing  financial  discipline  on  all  the
Ministries/Departimentis. This aspect may please be incorporated in the reply for
proper apprectation of the PAC”

12, While submitiing their comuments in response 1o the above-said audit
observation, the Binistry of Finance (Department of Economic Affaiis) have stated as

follows:




“Ministry of Finance {Budget Division) vide letter No.F.7{7}-B{5D)¥2013 dated
7.1.2014 has once again reitcrated that il is incumbent upon the Secretaries of
Minisity/Department  as  Chisf  Accounting  Authority of ftheir respective
Ministry/Department, to ensure that Constitutional and financial provision are
strictly observed. Further thoy have heen directed that these rules are rigidly
followed. '

A new initiative has boen taken wp by this Depardment which envisages
developrment of soflware io process Re-appropriation proposais, for approval of
Compotent Authority, Necessary checks wilh respect lo rules are being built in
the proposed software, so that re-appropriation is corroclly done. The necessary
suftware ts in the conceptual stage and shall ba implemented in due course.

I view of the above it is once again assured that Ministry of Finance shall

continue fo carry out fls reviow al apex level fo ensure {hat such cases of In-

appropriate re-appropriation orders are climinaled.”
13. The Committee note thal in pursuance of their recommendation, the
Ministry of Finance (Department of Economic Affairs} have once again tried to
impress upon the Seccrefaries of the Ministries/Departiments to ohserve the
Constitufional and financial provisions strictly instead of devising a suitable
mechanism for tightening the excheguer contro! as recommeénded by the
Commiftee. The Committce have also been given to urderstand that the Ministry
of Finance (Department of Econoiic Affairs) has _t_aknn up a new initiative to
develop a software for processing Re-appropriation .'pl:u'pnsals, for approval of
Competent Authority. Necessary check with respect to rules are being built in the
proposed software, so that re-appropriaiion is correctly done. Accerding to the
Ministry of Finance the nceessary software is in the canceptual siage and shal!
be implemented in due course. The Cominfllee regret to observe that the Action
Taken Note is silent abouf the date of initiation of this software and the time
frame hy which it would be completed and the tangible outcome thereof. The
Committec also regret to note that despite the lapse of fhree years since the
laying of C&AG Report containing the subject on the Table of the House and after
lapse of twa years since the presefitation of 83" Report (158" Lok Sabha) of Public
Accounts Commitlee to the Parliameni, the said software has not yef been
developed. While deplarihg iack of urgency on the part of the Ministry of Finance

to such a critical area of financial control, the Cominifiee emjhasize the need to




take measurcs for expediting seiting up of such software with a view fo
effectively montioring the .rehépprdpriatiﬂn of funds Dy all the
Ministries/Deparbmenis. The Committee would also like to he apprised about the
tangible difference in the system by eliminating the inappropriaic re-

apprbpriatiuﬁ in the wake of introduction of this software,

1. Unauthorized expenditure under Grant Ne. 32 - Department of Econoinic
Affairs
(Recommendation Para No. 3)

14.  In yet another case, the Committee found that Grant No, 32 .- Depariment of
£ conomic Affairs under head of Account *3075.60.101.02 — Reimbursement of losses of
Railways"” on operating sfrategic Railway lines an addifional expenditure of T 34.38
crore was mel by Re-apprapriafion. According to the Ministry of Finance augmenitation
of ¥ 10 orore was alone agreed against the budget provision of T 600 crore in the
sbsence of prior approval of Parliament through Supplementary Demands for Granids
and sanchtion for release of ¥ 610 crore was acccl'dingly issucd by them. lhe
Committeo observed that augmeniation of T 10 ¢rore through Re~app’%npriatinn of funds
iz admissible under the primary unit of appropriation 'Subsidy’ in terms of Ministry of
-inance's instructions dated 25.05.2006.  Strangely, thé Ministiy' of "Raiiways while
putting through the transaclion on proforma basis adjusted ¥ 634.38 crore In accounis
for the year 20110-11 for re-imbursement of losses fo Railways, resulting in unauthorized
expendilure of T 24,38 crore. Taking a serfous view of tho porfunciory manner in which
fhe vilal accounts were maintained by the Railways, the "Committee sought an
cxgnla:1afio|1'f(orrt fhe Ministry as {o how such error escaped notice and could nol be
rectified in lime. They had also dosired the Minisiry to go inlo the causes, fix
yesponsibility for the lapse and lake corrective measurres so that such aberrations do not

FECHT.

15, In their Acton Taken Nole on the above-said recommendation, the Ministry of

Ratlways slaled as foliows:

"MNo erfor has occdrred as far as Railway Accounts are conceried,  The
"Reimbursement of Losses on operation of Stratngic Lines" has been accounted




for at T 610 crore only in railway accounts as per sanction given by the Ministry of
Finance. llowever, in accounts of Depariment of Economic Affairs, the same
has been shown as ¥ 634.38 crore. This migh! be due {o the fact that both the
‘Subsidy to Rallways towards dividepd relief and the 'Reimbursement of Losses

- to Railways on operafion of Strategic lines' are shown under the MH-8675. The

16.

under:

17.

amount of ¥ 24,38 crore, which actually should have been a part of the first item
appears to have been erroneously accounted for in the second ifem by Ministry
of Finance. The maiter has already been explained to Ministry of Finance vide
this Qffice’s letter No, 2012/AC-1/3/6 dated 16.10.2012 in reference o their lelter
Mo, CCANIR/DEA/RAOIPro, Acct /2012-13/1192 daled 19.08.2012 that the
adjustments made are strictly as per rules and within the ailotted amounts ™

The Vefled comments of Audit on the above said Action Taken Noleg are as

"Railway Audit vide their U.O. 14 — RA-NIF2-2/13 dafed 23.08.2013 have vetted
the ATN with the remarks Scen. Thanks.! Ministry of Railways receives
subsidies from Ministry of Finance on two occasions subsidy to Railways from
Gencral revenues fowards dividend relief, ofher concoessions and subsidy o
dividend reliel is fo he accounted for by the Departiment of Econormic Affairs
under Sub Head-01 Paymeni to Railways (Object Hoad 04.00.33) and Re-
imburseiment of losses to Rallways ot operafing sirategic railway line under Sub
| tead-02 {(Object Head 02.00.33)

During the year 2010-11, the Minislry of Rallways has oblained ¥ 610
ciore as subsidy fo Ralways owards re-imbursemenl of losses on operating
strategic railway line and ¥ 2 037.64 crore as Subsidy to Railways fiom Getieral
Revenves towards dividend relief and other concessions both for Commercial
iine {¥ 2,01 3.26) and stratogic lines (€ 24.38 crore)

Thus, subsidy fowards losses fo Railways on operafing of skrategic lines

was only ¥ 610 crore during the year 2010-11 and not T 834.38 crore. The
rermarks given by the dMinistry of Railways in its Action Taken ara correct,”

While observing that wrong adjustment of T £34.38 crore instead of ¥ 810

crore in the accounts for the year 2010-11 by the Ministry of Railways resulted in

unauthorized expenditure of ¥ 2438 crore, the Commitlee had desired the

Miﬁistry to go into the causes, fix responsihility for the lapse and fake corrective

measures so that such aberrations do not recur, The Ministry of Railways while

denying the said wrong adjustments in their accounis have now slaled that the

amount of T 24.38 crore had been erronenusly accounted for by the Minisfry of

Finance and the matter had already been explained 1o the Ministry of Finance by
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the Ministry of Railways vide their letter dated 16™ October, 2012. The Raliway
Audit while vetting the Action Taken Notes of the Ministry of Railways had also
supporied the views of the Ministrf and found those correctf. On account of the
casual appreach of the Minisivy of Finance In presenting the facts and figures
without proper analysis of the case the Committee were misled and accordingty
constrained to seek explanation from the Ministry of Railways for unauthorized
expenditure of T 24.38 crore. The Committee consider it a sad retflection on the
adeguacy of accounting system and alsa a failure on the part of the Budget
. Confrolling Authorities of the Ministry of Finance. The Committee are inclined fo
conclude that this is a clear case of laxity in the financial control cxercised at the
supervisory level in the Ministry of Finance for which respensibility should be

fixed and aclion taken against those responsible for the mistake.

.  Infringement of the basic Constitutional and Financial Provisions
{Recommendation Para No, 9 and 10)

18.  Expressing their serous displeasure over the ever increasing tendency on the
part of vatious Ministries/Deparimeanls to blatanfly induige in viclation of the provisions
of Geneoral Financial Rules, the Committee had emphasized that it is imperative on the
part of the Ministry of Finance, being the nodal Ministry for averall general financial
managemeant, fo pul in place a robust and fool-proof me_cl_m_nism for ensuring strict
compliance and ohservance of the Constitutional and I'inancial provisions by all the
Ministnes/Departmonts. As the Ministries/Depariments were requited fo obtain
approval of Partiament in all the cases of wrongful Re-appropriafions, the Commitioo
had recornmended that contravention of the Consiitulional and Financial provisions be
tegularized as per the Constitution and urged the Ministry of Finance to re'guiarize the

[rregllar excess re-appropriations as also advised by the Ld. Altorney General,

19.  The Ministry of Finance (Depariment of Coonomic Affairs — Budgel Division) in
their Action Taken Noles have statod as under:

"I'he recommendationsfobservations of the Commillee made in the above fwo
paragraphs of 83° Reporl (2012-2013) (158" Lok Sabha) on ‘Augmentation of
Frovision to Object Heads—-Grants-in-Aid and Subsidy’ bave been noted. The
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fofiowing Is the submiission of this Minisiry on the recommendafionsfobservations
of the Commiifee:

2. Hules 59 and 6 of General Financial Rules {GFRs) stipulafe thal —

-

Subject to the provisions of Rule 10 of the Diélegation of Financiat Powers Rules,
1978, and also subject to such other general or specific resfrictions as may be
imposed by the Finance Ministiy in this behalf, re-appropriafion of funds from one
pritnary unit of appropiiation to another such unit within a grant or appropriation,
may be sanctioned by a compotent authornity af any time before the close of the
financial year 1o which such grant or appropriation relates.

(i) Re-appropriation of funds shzall e made only when it is known or anticipated that

the appropriafion {or the unit rom which funds are to be lransferred will not be
utilized in full or that savings can be effected in the appropriation for the said unit,

(il Funds shall not bo re-appropriated lrom a unit wilh the intention of restoring the

diverted appropriation o that unit when savings bocome available under other
units fafer in the year.

{iv}An applicalion for re-appropriation of funds should ordinarily be supported by a

statement in F'orm GFIX 4 or any olher special form auihorized by depardmenta
regulaiions showing how the excess is proposed te bo mel In all orders,
sanctioning re-approprialion, the reasons for saving and excess of 7 1 lakh or
over and the primary units (secondary unifs, wherever necessary}, affecied
should be invariably stated. ‘the authority sancfioning the re--éppmpriatiﬂn should
endorse a copy of the order to the Accounts Officer.

{vi Supplemenlary Grants: Il savings are nol available within the Granl fo- which the -

payment is required fo be debited, or if the expendilure is on 'New Scrvice' o
New Instrument of Service' not provided in the budget, neccssary
Supplemenlary Grant or Appropriafion in accordance wilh Article 115 (1) of the
Constifution should ze obtained before paymeont is authorized while procossing
the cases relating to re-appropriation of funds available within the same section
of the Grant and for oblaining the approval of Parliament through Supplementary
Demands for Gramts when savings arc nol available in the Grant for meeting
additional requirement of fuasds or i the expenditure on 'New Servicefiew
instriment of Servico' 2 nol provided in the budget.

All the Ministries/Departments are required to follow these provisions while
processing tho cases relating o re-appropriafion of funds available within the
same section of the Grant and {or oblafning the approval of Parliament through
Supplementary {emands for Grants.
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3. Minisiry of Finance has been impressing upon all Ministries/Departments,
while calling for the Supplementary proposals, the need to obtain the approval of
the Parliament whenever the financial limits to New Service/New instrument of
Sefvice are attracted. The paosition is brought to the notice of all Financial
Advisors of line Ministdes/Departments at the tme of calling for tho
Supplemeniary proposals. As is evident from the table below, the
Ministiies/Departments are complying with the stipulations made in GFRs ard in
Lhis Ministry's O.M. No. F.1 {23)-B {ACY2005 dated 25.05.2006,

Stafement showing number of cascs referred t{o-Parliament
~through token supplementaries in Supplementary Demands for

Granls seeking approval of Parfiament for incurring axpenditure
_on ‘New Service/New Instrument of Service’,

- Supplementary Demands for Grants - o
Year | Hiest|  Second| —__ Third Total
ot | % | o0 ] e 26|
gg::; 64 80 107 257
381% 94 B 192
SoNe 3 00 | 123 235

*No third batch in the year 2017-2013,

A. This Ministry has been faking all precauiiijl'is.in ens[jringi cmnpiiam;ﬁ of
financizl rues/provisions relaling o sugmenlation of funds under various object
heads including ‘Grants-in-Aid® and *‘Subsidy’.

5. The Report cites only 25 cases across 14 Granls/Appropriations for the
year 2010-2011, where excess expendituie has been observed by audit under
these specific objecl heads such as ‘Granfs-in-aid’ and ‘Subsidy’, whereas 216
cases, in all, were referred to Partiament {hrough Supplementary Demands for
Grants by including token supplementaries. This is evident from the table given
above. This proves lthat this Minisley has been monitoring the cases which
require lhe approval of Parliament in cases relating lo MNew Service/New
Instrenent of Scivice and ensuring that these are included in the Supplementary
Demands for Grants and approval of the Parfiament thereon ohtained. The cases
where the cerlain Ministries/Deparbments failed to obtain the pricr aporoval of He
Parliament through Supplementary Nomands for Grants for augmentation under
Grants-in-aldfSubsidy are viewed by this Ministry fo obviate the possiility of
recurrence of such deviaftonsflapses and efforts arc continuing lo educate the
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Ministries/Departments.  This Minislry has been inviting the attention of the
Secrotarios of Ministries/Departments to the provision stipulated in this Ministiy's
0.1 No.1(23)-BACY2005 dated 25.5.2005 relating to financial linits applicable
to 'New Senvice'f' Mew Instrument of Service'. Latest insfriciion issued vide letter
Mo, 7(7)-B (SDYW2013 dated 7.1.2014 from {his Ministry refers in this regard.

. The observalions and recommendations made by the Commities for
recularizing lhe excess expendilire ender specific primary tnits of appropriation
viz. ‘Subsidies’ and ‘Grants-m-aid’ under article 115(1){b) of the Constitution are
based on the considered views rendered by Ld. Allorney Gencral. H may be
secn that the views rendered by Ld, Aftorney General are largely fowards
interpretafion of the Consfifutional provisions relating to Supplementary/iZxcess
grant and the opinion does nof throw new inlerpretation fo the extant procedure
being foilowead with reference to Supplementanyf Excess grant. Application of the
Caonstitutional provision on financial management at micro level may not be
appropriale.  Regularization of excess expenditure under the object heads .
‘Subsidias’ and 'Granls-in-aid’ in terms of arficle 115 ol the Constitulion of lndia
are selective and this may resull in sseking the approval of Parliamenl on the
excess expendifure even when, undor apecific circumslances, ‘grant as a whio'
is not oxcended. In case, the excoss oxpenditure tnder the object heads
‘Gubsidies’ and 'Granls-in-aid’ is regularised in forms of article 115 of the
Constitution of [ndia, similar trealment may need o be given lo afl other object
heads {tike ‘Major Works’, "‘Machinety & Equipment’, “Investmenis’ and ‘Loans
and Advances’ etc) where the expendilure incurred in excoss of the financial
limits applcable to New Service/New Instrument of Service and withoul the
explicit approval of the Parliameni. Wilh the recommendation made by the
Commiltee, the excess expenditure occurred under “Subsidies’ and ‘Grants-in-
aid’ would roquire to be regularized even if there is no oxcess expendifure in any
of four seclions of the grant {Revonue-Volod, Revente-Charged, Capital-Voled
and Capital-Charged}.”

Welted comments of Audit on the aforesatd Action Taken Nofes are as under:

") On Action Taken Note's Paras 4 and 5

The Public Accounts Commillee in their 23 Reporf (14" Lok Sabha;
2005-2006), whilc agrocing o he revision of norms for re-appropriation of {unds,
which was circulafed vide Ministry of Finance OM Ne. F.1 (2318 (AC)H2005
dated 25.05.2006, had observed that;

“the Committec would like to impress upon the Minisiry of Finance
{Department of Expoaditure} lo devise an effective mechanismn for proper and
continuous mamtoling of he revised norms in order (o ensure strict adherence ko
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the same by each and every Ministry/Deparlment. The Commillee also exponts
ihe financial Advisars of the Ministries/Departiments o ensitre that there s no
violation in implementafion of the sald revised nonms for re-appropriation of funds
and any siackness in complying with the said norms is strictly dealt with”

. Being the nodal Ministry for ensuring overall financial discipline in lhe

- Government, Minislry of Finance is responsible o ensurg lhai thers is no

viclation of OM No. .1 {23)-B{ACY2005 dated 25.05.2006 by any
Ministrny/Deparfment as desired ihid by the Commitlee. 25 cases of violalion
dcrass 14, grantsfapproprialions in the financial year 2010-2011 reflects that
Commitiee's directives have not been taken seriously by the Minisliy of Finance
and the line Ministries.

(il OnAcfion Taken Note's para B

n para 4.2.1. and 4.2.2 of Compiroller & Auditor General of India's Audit
Report No. 1 of 2011-12 for the financial year 201011, cases of financial breach
attracting [lmilations of New Service/New Insirument of Service have been
pointed owl in respact of only lwo object heads viz. subsidies/granis-in-atd.

In sitbseqguent l'inancial Audit Repaorts of Complroller & Auditor Generat of
India on the Accounts of the Union Governmeni, instances relafing 1o financial
breach attraciing New Service/New [nstrument ol Service in respecl of a number
of object heads in addiion fo subsidiesfgrants-in-aid, viz. Major Works,
Machinery & Eqguipment, Loans & Advances, efe. have been pointed out,

in the light of the recommendations of the PAC, the Ministry of I'inance
would thorofore necd fo strengthen the mechanisins to ensure that a single
aberration of the conditions stipulated in OM No. F4.(23)-8 (AG)/2005 dated 25"
May, 2006 do not occur in any of the grant/appropriation. it may also be
mentioned lhat the Ministry of Finance, has further clarified and claborated the
OM dated 25" Miay, 2006, In their subsequent OM No. F.1 (5)-B (ACY2011 dated
21 May, 2012, Any slackness in implementationf compliance of the said revised
norms for re-appropriation of funds is slicliy dealt with,. as desired by the PAG,
since such instances tantamount to asstining the Bnancial powers of Parliament
by the executives.™

Furtier reply of the Minishry of Finance {(Depardment of Economic Affairs -

Budget Division) on the aforesaid Audit comments is given as under:

“Ministry of Finance has been taking all precautions in ensuring compliance of
linancial rules/provisions refating to augmentation of funds under variols object
heads including 'Grants-in-Aid" and “Subsidy’,

I view of fhe above, fthis Minisity huimbly appeals to the Public Accounts
Commillee 1o re-cansider their recommendation for regularizing the expenditure




ocourred under object heads ‘Subsidies’ and 'Grants-in-aid', exclusively, in
excass of the appropriation authorized by Parfiament and allow this Ministry fo
continue the existing practice of sacking approval of Parddiament for regularizing
the excess expenditure only il the excoss expenditure has occurred in any of the
four sections of the grant.”

22.  Expressing concern over the irregular provisian of funds to the tune of
more than T 1600 crore  through Rn-appmhriatinn hy  various
Ministrics{Departments during the Financial year 2010-11 without obtaining the
approvai of Parliament, the Committee in their 83" Report (15™ Lok Sabha) had
emphasized the Ministry of Finance to put in place a robust and fool-proof
mechanism for ensuring sfrict compliance and observance of the Constitutional
ardd Financial provisions by all the Ministries/Departments. They had also urged
the I‘u']iniétr:-,.r of Finance to cnsure that in case the expenditure cxceeds
Parliamentary authorization, the excess expendifure is regularized through
Appropriation (Excess) Act. Tlie Ministry of Finance have now informed that the
cases where certain Ministries/Depariments failed to obtain the prior approval of
the Parliament through Supplementary Demands for Grants for augmentation
under Grants-in-aidisubsidy have been reviewed fo obviate the possibility of
recurrence of such deviationsflapses and efforts are continuing fo educate the
Ministries/Departments. Further, the Ministry of Firiance have been ilwitingr the
attention of Secretaries of Ministrics/Departments to the provision stipulated in
their O.M.- dated 25.06.2006 relating to financial fimits applicable 1o 'New -
Service/New Instrument of Service' and lafest instruction in this regard was
issued on 07.01.2014. Keeping in view the instances relating to financial breach
in respect of the ebject heads Grants-in-zid and subsidy in -the subsequent CEAG
Reports, the Commiliee feel that repeated instructions are not being followed
scruptlously by the  Ministrics/Departments  and  therefore, an  effective
mechanism should be put in place in the Ministry of Finance [{Departiment of
Economic Affasirs-Budget Division) so as lo ensure that a proper check is
exercised on the flow of expendiltire under every GranlAppropriation of all the
Ministries/Departments.  Again, as regards the regularization of oxcess

expenditure under specific primary units of appropriations vz 'Subsidies' and
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'‘Grant-in-aid' under Article 115{1) (b} of the Consfitufion, the Minisiry of Finance
informed that this may result in séeking the approval of Parliament on the cxcess
expenditure even when, under specific circumsiances, 'grant as a whole' is not
exceeded, Moreover, similar freatment may heed to be given {o all other object
heads viz. ‘Major Works’, Machinery and Equipment', 'Investments' and ‘Loans
and Advances’ etc, The Ministry of Finance (Department of Economic Affairs)
have therefore, requested the Public Accounts Comimittee fo re-consider their
recommendatien for regularizing the expenditure occurred under abject Heads
'‘Grants-in-aid' and 'Subsidy’. The Committee have been disappointed to note that
the wMinistry of Finance {(Department of Economic Affairs) have not faken any
concrete steps for implementation of their recommendation. No mention has
been made in the reply regarding measures faken or proposed fo be faken to
strengthen the mechanisms io ensure that there is no violation of O.M. No. F.i
(23)-R (ACYy2005 dated 25.05.2006 by any Ministry/Department. The fact that
instructions have bgen issued time and again without achicving any concrete
result warrants that some bold and innovative measures are required to be taken
by the Ministry of Finance to ensure compliance of financial rulgsfprovisions
relating to augmentation of funds under various object heads including 'Grants-
in-Aid' and 'Subsidy’. Since instances relating to financial breach attracting New
ServicelNew Instrument of service tantamount to assu'niing the financial powers
of Parfiament by the executive, the Committee trust that in the larger inferest of
achieving a sound fiscal health in future, the Ministry of Finance (Department of
Economic Affairs} should dovise an effective mechanism o tifmely detect such
cases and ensurc that these are inciuded in the Supplementary Demands for
Granls, approval of Parliament thereon obtained and :any slackness is strictly

dealt with.

NEW DELHI, PROF. K.Y. THOMAS
']‘2”‘ August, 2015 Chairperson,

2@ Shravana, 1937 (Saka) Public Accounts Committee
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APPENDIX-!
(Vide Mardgraph 5 of Infroduction)

ANALYSIS GF THE ACTION TAKEN BY THE GOVERNMENT ON THE
OBSERVATIONS/RECOMMENDATIONS OF THE PUBLIC ACCOUNTS COMMITTEE
CONTAINED IN THEIR EIGHTY -THIRD REFORT (FIFTEENTH LOK SABHA}

(iy  Total number of ObservationsfRecommendations 11
(i)  Observations/Recommendations of the Commitice Total : 11
which have been accepied by the Government: Percentage: 100%

Parg Nos. 1 (o 11

(iii} Observations/fRecommendations which the Total : 0
Comimittee do not desire fo pursue in view of Percentage: 0
the: reply of the Government:

Para Mos. -Nil

{iv} Observations/Recommendations in respect of Total : 0
which replies of the Government have not been Percentage: 0
accepted by'the Commitiee and which roguire
reiteration:

Para Nos. -Ni)
{v} Observations/Recommendations in respectof ~ - Total : 0

which the Government have furnishoed inlerim replies:  Percentage: 0

ParaMNos. -Nil




