NEWS ITEMS ON CAG/ AUDIT REPORTS (01.07.2022)

1. Union govt to make Aadhaar mandatory for kids, mothers at
anganwadis? Report (thenewsminute.com) JUNE 30, 2022

The Union government is reportedly urging states to link Aadhaar numbers of beneficiaries of
Anganwadi services, with the intention of making Aadhaar linking compulsory to provide take-
home ration (THR) and other sources of nutrition for children and mothers. The government
has also indicated that funds allocated to states for nutrition programmes will henceforth
depend on the number of beneficiaries whose Aadhaar details are registered at anganwadi
centres. The Reporters’ Collective in Articlel4 has reported that according to official
correspondence and guidelines of the Union Ministry of Women and Child Development,
earlier in March 2022, states were told that only those beneficiaries who are registered at
anganwadi centres, with mandatory possession of Aadhaar card and submission of Aadhaar
number at the time of registration, will be entitled to Supplementary Nutrition.

Supplementary Nutrition is given to children aged six months to six years, and pregnant and
lactating mothers, under the Integrated Child Development Services (ICDS) Scheme. This
includes take-home rations and hot cooked meals provided at anganwadi centres to children
and mothers. There are concerns that making Aadhaar linking compulsory will deny nutrition
to lakhs of ICDS beneficiaries including children.

Recently on June 23, the Union government once again urged states to expedite the process of
linking Aadhaar details of beneficiaries in the Poshan Tracker App, which tracks beneficiaries
of anganwadi centres and services delivered by anganwadi workers, according to The
Reporters' Collective. The WCD Ministry in its letter says that beneficiary details will be
allowed to be added or edited at the block level until July 15, with the purpose of expediting
Aadhaar seeding.

According to The Reporters' Collective, the guidelines sent to states by the WCD Ministry in
March 2022 on the Union government’s POSHAN Abhiyaan or National Nutrition Mission
said, “Only those beneficiaries who are registered at the AWC (Anganwadi Centre) are entitled
to receive Supplementary Nutrition. The beneficiaries must compulsorily be in possession of
Aadhaar card and shall submit Aadhaar number at the time of registration under Anganwadi
Services Scheme at AWC.” The guidelines also reportedly said that beneficiaries would be
required to carry their Aadhaar cards to the anganwadi centre every time they went to collect
rations or food.

Earlier in November 2021, the WCD Ministry had asked states to update Aadhaar details of all
ICDS beneficiaries in the Poshan Tracker by December 15, 2021, and that future allocation of
funds under the Supplementary Nutrition programme and food grains under the Wheat Based
Nutrition Programme would be made on the basis of this data.


http://thenewsminute.com/

In 2018, the Supreme Court while upholding the constitutionality of the Aadhaar, had said that
no child could be denied the benefit of any scheme for not producing an Aadhaar number.
According to Unique Identification Authority of India (UIDAI) data, only 23% of children
under five years of age had Aadhaar as of March 31, 2022, the Article14 story points out. In a
report from April 2022, the Comptroller and Auditor General pulled up UIDAI for issuing
Aadhaar to children below five years of age based on the biometrics of their parents and asked
it to “explore alternate ways to capture uniqueness of biometric identity for minor children
below five years.”

Meanwhile, responding to the report, the Women and Child Development Ministry has said
that a child's Aadhaar card is not mandatory for availing of the benefits of the Supplementary
Nutrition scheme. However, the mother's biometric card must be used to register on the Poshan
Tracker app to access the scheme, it said. The WCD Ministry insisted the Aadhar details of
children are not mandatory and the Ministry is ensuring that the benefits of the nutrition scheme
are delivered using the Aadhaar of the mother.

"A media report claims that the Aadhar card of children is mandatory for availing the benefits
of the POSHAN scheme#PIBFactCheck...This claim is #fake, the Aadhar card of children is
not mandatory, the Aadhar ID of the mother is required for the Poshan Tracker,” the PIB
tweeted.

The WCD Ministry recently proposed that the Anganwadi services should be digitised through
the Poshan tracker to keep a tab on the nutrition access of the children moving across states.
"When you move from one place to another, it becomes easier for beneficiaries to identify you
as part of the programme as a whole and that is why when we are proposing to the states that
you universalise Poshan access ... we are riding on the Aadhar linkage of the beneficiary," an
official had said earlier this month, according to
PTI. https://www.thenewsminute.com/article/union-govt-make-aadhaar-mandatory-
kids-mothers-anganwadis-report-165426

2. Why deny concessional rail travel to the
elderly? (deccanherald.com) Jun 30, 2022

The decision of the Indian Railways to discontinue fare concessions to senior citizens violates
the spirit of constitutional provisions and the United Nations conventions on the care for the
elderly.

The Indian Railways had been providing fare concessions to 53 categories of citizens, including
freedom fighters, Arjuna awardees, war widows and media persons. After Prime Minister
Narendra Modi announced a national lockdown following the outbreak of the coronavirus
pandemic in March 2020, the Indian Railways announced the denial of fare concessions to all
but three broad categories of train travellers: Patients, including cancer afflicted, disabled
persons and students.
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In its response to a Right to Information query from Madhya Pradesh-based Chandra Shekhar
Gaur, the Railways stated that in the two years from March 2020 to March 2022, the transporter
generated additional revenues worth Rs 1500 crore on account of the decision to do away with
the concession regime. In March this year, Railways Minister Ashwani Vaishnaw said there
was no proposal to restore fare concessions for the elderly, as train fares were "already
subsidised".

The subsidy regime

The Indian Railways have traditionally followed a "cross-subsidy™ regime, with profits earned
from freight being annually diverted to subsidise passenger fares. Vaishnaw's argument that
senior citizen fares are already subsidised appears fragile on two grounds. First, passenger fare
subsidy has been - and remains - applicable to all train travellers, not just senior citizens.
Second, as advocate Setu Niket says, the minister's decision can be challenged on the grounds
of the "arbitrariness” of the decision since only some categories of concession beneficiaries
have been selectively removed from the list. MPs, MLAs, former railways ministers, rail
employees and officers or members of the Passenger Amenities Committee Or the Passenger
Services Committee - have all continued to benefit by way of passes for free or concessional
travel. Have the senior citizens been targeted because they are a vulnerable and voiceless
group? This question is being asked.

Cross subsidy, meanwhile, hardly provides for a happy situation for passengers or citizens, as
higher freight rates eventually convert to a heavier financial burden on consumers. Passengers
pay less for train fares but end up spending more because of the increasing consumer price
index. The Railways have failed to effectively address the freight versus fare distortions,
largely because of the reluctance of the elected governments to raise passenger fares because
of political considerations. During the tenure of the UPA rule, Dinesh Trivedi had been the sole
railways minister to have attempted to raise fares. Trivedi, then with the Trinamool Congress,
had to pay a heavy price, as his party compelled him to step down as railways minister.

Shortly after the change of government in 2014, the Narendra Modi government's first
Railways Minister DV Sadananda Gowda had - somewhat apologetically - announced a 28 per
cent acrossthe-board hike in train fares - stating that he was only implementing the proposal of
the previous government. In the last eight years, no further direct fare hikes have been
announced, although indirect strategies to raise passenger revenues - such as running "special
trains” on hiked or flexi fares - have often been resorted to. In some cases, train speeds have
marginally been increased from 52 kmph to 55 kmph, for instance. Trains running at 55 kmph
or above are designated as "super fast" trains, which have higher fares.

Rail finances, therefore, have been in the red because of multiple factors, including the
reluctance of the political leadership to raise fares. In a recent report, the CAG has pulled up
the public transporter for having spent a massive Rs 2.5 lakh crore on track improvement
without having achieved the goal of raising train speeds. Costs of projects, including the
Udhampur-SrinagarBaramulla Rail Link (USBRL) and the Dedicated Freight Corridors, have
continued to skyrocket. The Mumbai-Ahmedabad high-speed project has been suffering time
and cost overruns too. The point is this: The denial of concessions to senior citizens appears to
be a shoddy attempt to window dress the bigger and nastier realities of rail finances.



Why concessions to the elderly

Private airlines such as Vistara and Spicejet provide for a big discount, while the Tatas have
announced a 50 per cent discount on base fares for seniors. Public sector banks, including the
State Bank of India, provide higher concession rates to the elderly. The principle of “care for
the elderly" finds resonance in most of the developed or capitalist nations of the world. While
transportation is free for all citizens in Luxembourg, most European nations have different
categories of concessions for the elderly.

Belgium offers senior discounts on non-peak travel to 65 plus travellers, while France offers a
"Carte Senior plus" card to 60 plus people, which entitles them to discounts ranging from 25
to 50 per cent on train travel. Germany offers the "BahnCard" to the 60 plus (25 to 50 per cent
concession), while Italy offers the "Carta d'Argento™ or silver card, which provides a 25 per
cent discount for seniors in the RailEurope system. Spain's RENFE rail system offers senior
travellers the "Tarjeta Dorada” (Gold Card), providing a 25-50 per cent concession on rail
travel. The UK's "Senior RailCard"”, meanwhile, provides for one-third discount on a wide
variety of standard and first-class tickets. Most of these countries also provide senior citizen
discounts on opera or theatre tickets and visits to museums or historical or cultural sites. Such
policies are in consonance with internationally established principles underlying the need for
state support for the elderly to enable them to live a life of dignity in their sunset years. The
United Nations Principles for Older Persons provide that the elderly in society ought to have
"independence, the ability to participate in society, have access to care and be entitled to self-
fulfilment and the full dignity of life among other rights".

The Indian government also provides several benefits to the elderly, including tax benefits,
reduced telephone charges and a simpler passport application process. Article 41 of the
Constitution secures the right of senior citizens to employment, education and public
assistance. In 2007, the Indian Parliament also passed the Maintenance and Welfare of Parents
and Senior Citizens Act, which provides effective and mandatory provisions for children to
take responsibility for aged parents. Therefore, the denial of benefits to the elderly through
discounted train tickets appears dichotomous.

The UN estimates are that the number of 60 plus people will increase from 600 million in 2000
to over 2 billion in 2050. In developing countries, the numbers of senior citizens are estimated
to triple in the next 40 years, while the aged population is projected to rise rapidly in India and
other Southeast Asian countries. The UN, therefore, has been pressing member states to adopt
a specific resolution on older people's rights, as the "lack of policies to address these issues is
condemning millions of older people to live a life of poverty"”. Given the population growth
trends of the elderly and the correspondingly increasing financial burden on the government, it
is understandable that the Indian Railways can review its concession fare policy. But the
outright denial of concession fares to the elderly appears
unjustified. https://www.deccanherald.com/opinion/why-deny-concessional-rail-travel-to-
the-elderly-1122666.html
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3. Fiscal
Deficit: 5 ¥ ¥ fhepa SfhRie, ATAFT Ioidia @& & 12.3% TR UE

9T ISPV "TeT (hindi.moneycontrol.com) Jun 30, 2022
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https://hindi.moneycontrol.com/news/business/centre-fiscal-deficit-at-12-3-percent-of-
full-year-target-in-may-widens-from-year-ago-640951.html
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4, CAG report for 1st pandemic year flags Bihar’s outstanding
debt (hindustantimes.com) Jun 30, 2022

The report, tabled in the Bihar Legislature on Friday, the last day of the monsoon session,

says that utilisation certificates (UCs) of ¥ 92,687.31 crore were outstanding as on March
31, 2021.

A report by Comptroller and Auditor General (CAG) of India on Bihar’s finances for the fiscal
2020-21, which coincided with the first wave of Covid-19 pandemic and led to a lot of
restrictions, has flagged the state’s outstanding debt and high pendency of utilisation
certificates for funds, saying the latter “is fraught with risk of misappropriation of fund and
fraud”.

The report, tabled in the Bihar Legislature on Friday, the last day of the monsoon session, says
that utilisation certificates (UCs) of X 92,687.31 crore were outstanding as on March 31, 2021.
“High pendency of UCs is fraught with risk of misappropriation of fund and fraud,” it says.

According to the report, 82.94% of the borrowed funds were used for discharging existing
liabilities during 2020-21 and could not be used for capital formation/development activities
of the State.

The state, according to the report, recorded a fiscal deficit of X 29,827 crore during the fiscal
2020-21, an increase of 215,103 crore over the previous year. During 2020-21, the state
suffered a revenue deficit of ¥ 11,325 crore for the second time since 2004-05, it adds.

Outstanding public debt ( X 1,77,214.85 crore) at the end of the year increased by X 29,035
crore over the previous year. Outstanding debt is getting closer to the size of the budget, as in
2020-21 total expenditure of state government was X 165696 crore, the report says.

A positive sign is that the state witnessed an increase of revenue receipts by X 3,936 crore
(3.17%) in 2020-21 over the previous year, though revenue expenditure in 2020-21 increased
by X 13,476 crore (10.69 %) over the previous year and capital expenditure in 2020-21
increased by X 5,905 crore (47.99 %) over the previous year.

Earlier, data of the union ministry of statistics and programme implementation (MOSPI) had
shown positive growth rate of 2.5% in Bihar’s gross state domestic product (GSDP) during
2020-21, the period during which the Indian economy shrank by 7.3% under the impact of
Cocid-19 pandemic.
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Sudhanshu Kumar, economist & associate professor, Centre for Economic Policy and Public
Finance (CEPPF), Patna, said the report corresponds to the year affected by the Covid-19
pandemic, which severely affected the finances of many of the state governments across the
country.

“Although the stress is visible on the government finances through the audited numbers, the
overall management of the state finances in Bihar is sustainable for the given level of
expenditure. The state government could manage a higher level of expenditure with the help
of transfers from the central government and the borrowings. Increasing outstanding debt leads
to increase in interest payments, and the cost of borrowing is expected to increase further in
the coming time with the monetary policy decision of increasing policy interest rates. The
interest payments are part of the revenue account, which was in deficit during the year. The
state has limited means to generate revenue from own sources, and therefore, further significant
jump in the government expenditure requires special fiscal assistance from the central
government,” he said. https://www.hindustantimes.com/cities/patna-news/cag-report-for-
1st-pandemic-year-flags-bihar-s-outstanding-debt-101656604648553.html

5. CAG: Borrowed funds wused for clearing liabilities in
Bihar (thestatesman.com) June 30, 2022

The latest report of the Comptroller and Auditor General (CAG) of India on the Government
of Bihar has detected huge borrowed funds used to discharge existing liabilities, rather than for
capital formation or carrying out development activities. The report was tabled on the floor of
the state legislature on Thursday.

“82.94 percent of the borrowed funds were used for discharging existing liabilities during
2020-21 and could not be used for capital formation/development activities of the State,” says
the CAG report for the year ending March 2021.

The report also said the outstanding public debt (Rs1, 77,214.85 crore) at the end of the year
has increased by Rs 29, 035 crore over the previous year. It added the revenue expenditure in
2020-21 increased by Rs13, 476 crore (10.69 percent) whereas the capital expenditure grew by
Rs 5, 905 crore (47.99 percent) over the previous year.

The CAG report stated that the state recorded a fiscal deficit of Rs 29, 827 crore during the
year, an increase by Rs15, 103 crore over the previous year. During 2020-21, the State suffered
a revenue deficit of Rs11, 325 crore for the second time since 2004-05. The primary deficit of
the state has increased from Rs 3,733 crore in 2019-20 to Rs17, 343 crore in 2020-21. The ratio
of total outstanding debt to GSDP, as envisaged in mid-term fiscal policy, was within the
BFRBM Act norms, said the report.

As per the report, the funds booked under capital expenditure and transferred to Major Head -
8448 ranged from 50 per cent to 92 per cent during the last five years, leading to the parking
of funds. An accumulated amount of Rs 28, 573.60 crore was transferred in deposit accounts
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as on 31 March 2021 by depicting expenditure over the years. As a result, actual capital
expenditure in the state could not be ascertained.

The outstanding loans as on 31 March 2021 amounted to Rs 21, 743.77 crore which had
increased by Rs 293.54 crore over the previous year, said the report. It further stated that Rs
13,459.71 crore drawn on 26,504 Abstract Contingent (AC) bills remained outstanding as of
March 2021 due to non-submission of Detailed Contingent (DC) bills. This includes 1,833 AC
bills amounting to X 429.32 crore drawn in March 2021 alone. Non-adjustment of advances for
long periods is fraught with the risk of misappropriation. Utilisation certificates (UCs) of
Rs92,687.31 crore were outstanding as of 31 March 2021. High pendency of UCs is fraught
with risk of misappropriation of funds and fraud, the report said.

Committed expenditure of the Government under the revenue head mainly consists of
expenditure on salaries and wages (Rs21,841.65 crore), pensions (Rs19,635.15 crore) and
interest payments (Rs12,484.04 crore). Total committed expenditure (Rs53,960.84 crore)
constitutes a major component of revenue expenditure (38.68
percent). https://www.thestatesman.com/india/cag-borrowed-funds-used-clearing-
liabilities-bihar-1503086000.html

6. Bihar recorded fiscal deficit of RS 29,827 crore in 2020-
21 (uniindia.com) 30 June 2022

Bihar recorded a Fiscal Deficit of Rs 29,827 crore during 2020-21, which had increased by Rs
15,103 crore over the previous year.

According to the audit report of the Comptroller and Auditor General (CAG) of India on state
finances ended on March 2021, tabled in the state legislature, the state suffered a Revenue
Deficit of Rs 11,325 crore during 2020-21 for the second time since 2004-05.

The report said the Primary Deficit of the state has increased from Rs 3,733 crore in 2019-20
to Rs 17,343 crore in 2020-21.

The state, however, witnessed an increase in Revenue receipts by Rs 3,936 crore (3.17 percent)
in 2020-21 over the previous year, said the report adding that revenue expenditure in 2020-21
increased by Rs 13,476 crore (10.69 percent) over the previous year.

According to the report capital expenditure in 2020-21 increased by Rs 5,905 crore (47.99
percent) over the previous year whereas the outstanding public debt (Rs 1,77,214.85 crore) at
the end of the year has increased by Rd 29,035 crore over the previous year.
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The State Government deposited Rs 1,976.81 crore to NSDL/Trustee Bank but failed to deposit
Rs 23.04 crore collected on account of NPS during the year 2020-21. The total amount not
deposited to NSDL/Trustee Bank as on 31 March 2021 was Rs 338.96 crore.

The outstanding loans as of 31st March 2021 amounted to Rs 21,743.77 crore which had
increased by Rs 293.54 crore over the previous year and interest Rs 2.20 crore was received
during the year.

The report further maintained that the state government has neither created a Guarantee
Redemption Fund in terms of the recommendations of the 12th Finance Commission nor
framed any rules for fixing a ceiling on guarantees. http://www.uniindia.com/bihar-recorded-
fiscal-deficit-of-rs-29-827-crore-in-2020-21/east/news/2769552.html

7. f98R &1 IS "TeT 29827 HAS FTUD: P (navbharattimes.i

ndiatimes.com) Updated: Jul 1, 2022
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9. Bihar:
CAG @t ftaid 1 @t Fidier wReR @t U9, fFar 98 TsTs=a” ot

3R FRIRT (indiatv.in) Updated: July 1, 2022

Bihar

CAG: fS8R AU ayT &1 AFYT 95 9 IR Jd gMHER 3R I9® T 39 99 § U@ ad o
3u fayrep! S o | 3o fobar o 8 U & @ faurge g I P ST o |
IR e I3 iR Y fQure shaddt @) urdfl AIMIM T €21 RID & 3d 80 faum® & 1T
g 3R 98l AIMIM &1 FHad U& gt faurs & 8 T 81 AR 9 & Sifdy 3 Tear &)
e H CAG &1 RUd o1 &t 5| S8t dieg arfeH=iR w¥re 3 ¥ & g8 Ruid 9w &1 39
o # ke $AR & WHR B AR UH §91 Jarm foar m gl

&1 T O CAG ! RUK & Sf9R, A/ 2021 0@ i PR A 92 TR 687 FRIS ¥UT &I
IUIAET gHTOT U o\ g e fhar g1 g8l e, 2004-
05%F o1 Ugall aR 11,325 R 30T F 3G &1 o HI °1eT g3 g1 A Vsdl H Hg
dl RID T YES! dl WBHR & d1G A AR HI WHR H Ugel §R [98R P g1 deT

STHINT °eT BT AT BT UST 8T o

fUsa 9@ 1 ga=m ¥ °rer 15,103 HIS el

e ¥ 99 CAG @t Rad & wamr mar § & faxig af  2020-

21 T 29827 RIS TUU HI ASIHINY ©TeT g5l fbal T g1 I8 fUsa I &t a1 & 15,103
IS g¢ T gl Nuid 7 3 off sarm man ® 6 foxig avf 2020-21 & GRA IT5T B 2004-
05 & d1¢ G TR 11,325 HRIS JUY ¥ 3HfYFH & JoRG el BT AHAT HAT UST g

gTdife Yo wifed | 3.17 BRadt a1 i3

CAG 3t RUIE & SIUR, AT &1 Ufle d1er ay 2019-

20H 3,733 FRIS IUT UT| Wfh- A1 2020-

217 I&! 9TeT Sgdx 17,343 HRIS ¥UU 8 A1l d6 USd a¥ $i a1 § I1d 2020-

21 % Iora Wit & 3.17% &t 3fs &% 81 39 Rue ¥ fsd 9 & ga 1 § $d 3,936 RIS
IUY ! gfa ol B! T3 31 gl AoRd 9T | 10.69 BIAS! TMT 13,476 HRIS FUT & I §
g Bl 2020-

217 goid =g fUad adf &1 gam d 5,905 SIS BUT ( 47.99 B! ) B 3G g5 ! https://

www.indiatv.in/bihar/bihar-cag-report-exposed-the-poll-of-nitish-kumar-government-
pointed-towards-big-mess-2022-07-01-861679

10. A WMOR & DY H §H IR 15 TAR BRIg SHUP e,
92 9IR PG P fgUrd & gl (news4nation.com) Updated: Jun 30, 2022
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PATNA: iR faymayr & Ogd ¥ & Sifad &9 o ¥ea & &1 &1 RUid 9 & @1 7
7| &8t Hum 3 Wea # Ruid uqad faman &1 &t Rl § AR &1 dag ga T8 ¢l Ruie
T garr a1 § 6 A 2021 9% I H 92 TR 687 HRIS & HI ITARIAT YA TF AT
& e far mar g1 SUARAT ST AR AT Afed SRl § b dRareSt &t g GHIeA 81 &
7 fod & gg o gam gan g & 2004-

05 & §Ic Ugel b fSER H 11325 TRIS = I 3 &1 Ioia °1eT g3 &1 I aa! dt
& UG & Sl 3G A IS H Ugal G a1 dS] JISIh N °Tel &I AT HRAT T3l
gl

qg8T gdrr

&1 Bt NUIE o g I w1 g & Isu # 29827 IRIS FUY &1 IASHIN ©IeT gof fobar T
2. 78 fUsd a¥ & a1 ¥ 15103 HRIST JUAT §¢ T 5. foxiig av 2020-

21 % SRM I B 2004-

05 & Sl GO G 11325 FRIS & oG °Iel &I AT HRAT UST §. I A1 ISa! A &
g I IS H I IGHNT °Iel B UR FR T f9gR &1 wflid °rer a¥ 2019-

20 T 3733 TRIS I dgdR 2020-

21 T 17343 XIS IUU g T8 USd a¥ & ga H a¥ 2020-

21 H I & o W] H 3.17% ! IS 85 ©. T 3936 TS B! gl Gol B g §. ISl
W Y H 13476 BRIS T 10.69% B gG € 2.

92687 IS T g g1

& R | et T g fF 31 AR 2021 9% 92687.31 HRIS ITAAGT YA UF fad A, HA
o o o Ieora fpar B b oiftrs A o Suifivar wwmor o wifed g A & gouar
T T JREyS! & SiRaH P JeIal &, WY Weal | B ol BT 7 YR TSTS! Bl RB IR

forar g1 Raid & wer mr § % A 2021 9% SR fod ugd 6 8 & BRU FA 26504 T

It faua St IR 13450.71 FRIS dfsd A, Farm a1 g & ifm Iy &1 gamieE 76 8
T fRETUST 8 Wbl €. https://news4nation.com/news/big-disclosure-there-is-a-loss-

of-30-thousand-crores-in-the-treasury-of-the-nitish-government-628151

11.  Punjab performed poorly in UDAY implementation: Comptroller and
Auditor General (timesofindia.indiatimes.com) Updated: Jul 1, 2022

CHANDIGARH: The Punjab State Power Corporation Limited (PSPCL) not only performed
poorly in implementing Ujwal Discom Assurance Yojana (UDAY) scheme, but also failed to
achieve most of the financial and operational parameters, showed the Comptroller and Auditor
General (CAG) report. The performance audit report that covers the performance of the PSPCL
pre- and post-implementation of UDAY scheme from 2015-16 to 2019-20 was tabled in the
assembly.
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Painting a sorry picture, the report pointed out that the state government was required to take
over 75% of PSPCL’s debt amounting to Rs 15,628.26 crore and to be transferred back to the
PSPCL as a mix of grant of Rs 11,728.26 crore and equity of Rs 3,900 crore by 2019-20.
However, in violation of the prescribed norms of the scheme and memorandum of
understanding, the government converted the entire loan of Rs 15,628.26 crore into equity. The
government had to get the remaining 25% of the amount converted through the banks into loans
or state government bonds with an interest rate not more than the bank rate plus 0.10 %.

The government neither issued bonds nor got the debt converted into loans at the prescribed
rates, resulting in PSPCL paying higher interest of Rs 261.09 crore for the period 2016-17 to
2019-20.

Despite getting the loan amounting Rs 15,628.26 crore converted into equity, the amount
remained outstanding. The growth in loans could not be checked post UDAY scheme and there
was increase of Rs 9,010.29 crore in outstanding loans from September 2015 to March 2020.
During the check, the audit found that the debt burden increased by Rs 7,181.41 crore, largely
due to non-payment of dues by the state government on account of tariff compensation and
defaulting dues of government departments.

According to the laid down conditions, all outstanding dues from the state government
departments to PSPCL for the supply of electricity were required to be paid by March 2016.
Contrary to this, the outstanding dues jumped from Rs 524.78 crore in March 2016 to Rs
2,183.49 crore in 2019-20.

The report stated that the Punjab government failed to pay the subsidy dues determined by the
Punjab State Electricity Regulatory Commission (PSERC) as a result the outstanding subsidy
payable by the state government increased from Rs 1,603.17 crore at the end of 2015-16 to Rs
5,598.60 crore by 2019-20.

PSPCL failed to achieve the targeted reduction in transmission and distribution loss, causing
loss of Rs 1,810.30 crore to PSPCL as the amount could not be passed on to the consumers
through tariff. https://timesofindia.indiatimes.com/city/chandigarh/punjab-performed-
poorly-in-uday-implementation-cag/articleshow/92583810.cms

12. wfgarsh et @ A ft goul &t @y, voe d gae oft 39
I 9% dd 38 qeldrl CRIE] (jantaserishta.com) 30 Jun 2022

Uoe AUyl & aoic ¥ & Uidd fad §UaR &1 I8 8§ &7 &t aiiie R O $f TR
o & wmfore WRem Wi § Wolldls &1 YART HRd gU Fel T § b 3 U a% gd @
T & 9| w o teF §id IRt @ SR st 3 ot 59 W wm T8 e
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Golte o rTiofes R&m AT & dgd ol I ol off Xo! gerdl Uk H efecht &1 a1 Jgamr
T ¢l URd & Ad 3R TRl Wi (B7) = 3O+ did 9y $f RUlc ¥ de1 § 6
I H U At B ot gerar dxE & St 38, ot g diF Ird ugd 81 gt At T 9
T wrer U A &1 ot oo 9ar S gerdt OvE & forg fRuffa S @ o 3w smg & A1 B
3 75 W gamn fear § 6 39 divcht & 9ed e ga gd gerEEt S smikex Rig &
o ufearen & 9 S §

Uoe fAyyT & aoic ¥ & Uidd fad §UaR &1 e 8 &7 B aiiie R O 3 TR
e o 9 JRem Wi | woldle ® GArT $Rd gU ®el T § % 3 9 a% gd @
T & a9 W off oM a1 ot @ SR fdt 7 off 39 W e T fan agt 50053 GRSt
Y 59151 Hfgdly, 1 &H Y & HRUI eIl U & ghaR ol I, d! H U &I St W|H 3
T SHATdT 76848 AN & A F YIB! FH fafy g gol T2 Bt TR Rui F 7g ot gan
1 foran T § fb UhussySl Wi, S dhaq Afgansft & W g, F 12047 AT B YN dr
T g1 98l 23754 fad, @ 39 18 98 § &4 I, 39 Wi & dgd il @y & arg |
HRI

3T ® a9 1G] e gfearen ¥ I oY g1 RUiE & SrguR, ufedrar # 6455, R/
T 1871, U8 ¥ 629, TEIe W Rig R T 204, TYUEH TR Higen H 698 3@ ANN &1 G
a1 Idll 3% oid 3 auf § gord § g et Jor feaaRee (ad diwom) o welf aig T

Swliore AUl &I | 9.89 TRIS

&1 @ A & g1 T § & 8286 gt anuiiiat @Y sifafvad @y ugend gU emi,
2017 ¥ TS,

2020 IF 9.89 HRIS HT YIAH fobar war| RUid & FHel T 6 T80 WPHR B 3R ¥ AR
fem-

A3 & YR, U 3Mded Had UHh kg & ot JMIore JR&l U¥F & Ihdl g1 3P §1d9]
g 2226 Afgam, foMd fOdr &1 AW, SMYR FaR 1 dF Wil HaR UH o1, I qHl WpiAl- Sfiedt
IR THUSSYS! WY & ded Al Heg df ofdl I8t 8 WYt AR SHast 1996 ¥ 2020 &

AN TSR &l TS| https://jantaserishta.com/local/punjab/men-also-benefited-in-
womens-scheme-even-the-dead-in-punjab-continued-to-take-old-age-pension-for-
three-years-1339790

13. TN assembly panel flags X700 crore scam in medicine purchase under
AIADMK regime (timesofindia.indiatimes.com) July 1, 2022

Madurai: Chairman of the state assembly’s public accounts committee has accused the
AIADMK regime of indulging in malpractices in medical procurement. The committee was
inspecting Tirunelveli district public accounts on Wednesday. Chairman K Selvaperunthagai
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told reporters that medicines worth Rs 700 crore were procured without date of manufacture or
expiry.

During their inspection of hospitals, the committee found that medical equipment worth 4.3
crore to detect dengue and malaria was imported from Norway without any need. This has been
flagged by the Comptroller and Auditor General’s report as well as state government’s
Accountant General report. The report blamed Tamil Nadu Medical Services Corporation for
causing the loss to public exchequer by such unnecessary procurement for hospitals.

It was found that the corporation procured expired medicines more than the required quantity
for many districts, which the committee is investigating. For Tirunelveli, the corporation has
procured medical equipment which is not required. During inquiry, the doctors concerned
explained that a medical test to detect dengue and malaria would cost only 45 paise. But the
test taken in the imported equipment costs Rs 28 which is not affordable for the hospital. “In
such case, why was the loss to exchequer caused? And, they are now going to order an inquiry,”
Selvaperunthagai said.

He said that a lot of anomalies were unearthed in many hospitals across the state. Altogether,
medicines worth Rs 700 crore without any manufacturing date or expiry date were procured
during the previous regime and distributed. The committee found such medicines in Papanasam
government hospital at Thanjavur. All these medicines and equipment were procured
particularly in 2016, 2017 and 2018. “We are ordering a detailed enquiry,” he
said. https://timesofindia.indiatimes.com/city/madurai/tn-assembly-panel-flags-700-
crore-scam-in-medicine-purchase-under-aiadmk-regime/articleshow/92586342.cms

14. CEM talks tough on KHADC accounts (theshillongtimes.com) Jul 01,
2022

SHILLONG: Khasi Hills Autonomous District Council Chief Executive Member Titosstarwell
Chyne on Thursday said the council will fix responsibility if it finds any irregularities in the
maintenance of its accounts.

Recently, the Comptroller and Auditor General of India (CAG) had written a letter to Governor
Satya Pal Malik seeking his intervention in the alleged embezzlement of funds by the three
autonomous district councils. They are under the scanner for non-maintenance of accounts.

Chyne said the CAG report was placed in the council’s budget session and it covered up to the
year of 2013. He said the accounts of the council were audited till 2018. The council has already
explained to the Accountant General that the accounts could not be audited from 2019 to 2022
due to problems arising out of the pandemic, he added.

“We had written to the AG much before the CAG wrote to the Governor. We said give us time
till the end of July or August and we will submit all documents,” Chyne said.
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He also said the council has decided to appoint a chartered accountant (CA). The CA will be
with a special team which will probe the maintenance of accounts in the council.

“If we find any irregularities, we will fix responsibility,” he said.

Earlier, he stated the council has submitted the utilisation certificates (UCs) of most projects
but there was some delay as the state government took time to release the funds.

“Implementation is still going on for many of the schemes. So, how can we submit the UCs?”
he asked. https://theshillongtimes.com/2022/07/01/cem-talks-tough-on-khadc-
accounts/

15. Maharashtra: As Devendra Fadnavis returns to government, Jalyukt
too is back (timesofindia.indiatimes.com) Jul 01, 2022

MUMBALI: In his first cabinet meeting since taking oath as deputy chief minister, Devendra
Fadnavis directed the state administration to revive the Jalyukt Shivar scheme. The water
conservation scheme was started by the BJP-led government under Fadnavis that was in power
from 2014 to 2019 but was wound up by the MVVA government under Uddhav Thackeray.

Right after Eknath Shinde of the Shiv Sena was sworn in as the CM and Fadnavis as his deputy,
the duo reached Mantralaya to hold their first cabinet meeting.

"We are making a new start and we would like to expedite developments works for the benefit
of the people,” said Shinde while speaking to bureaucrats.

After it wound up the scheme, the MVA government constituted an open inquiry into alleged
irregularities in it following a CAG report passing strictures on its effectiveness. The inquiry
committee was headed by a retired bureaucrat, whose report highlighting irregularities in the
project in 2021.

The scheme entailed deepening and widening of water bodies, construction of small earthen
dams and digging of farm

ponds. https://timesofindia.indiatimes.com/city/mumbai/maharashtra-as-devendra-
fadnavis-returns-to-government-jalyukt-too-is-back/articleshow/92585856.cms

16. Devendra Fadnavis orders shifting of metro car shed project back to
Aarey Colony (hindustantimes.com) Jul 01, 2022

In his first cabinet meeting after taking charge as Maharashtra deputy chief minister, Devendra
Fadnavis on Thursday overturned the decisions of former chief Uddhav Thackeray to shift the
Metro 3 car shed out of the Aarey Milk colony and ordered a restart of the Jalyukt Shivar
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Abhiyan — the flagship water conservation scheme from his previous regime as the CM,
functionaries familiar with the matter said.

After taking over as CM in 2019, Thackeray had stayed the construction of the Colaba-Bandra-
Seepz metro 3 corridor and appointed a committee to look for alternative plots. Subsequently,
his government designated Aarey colony as a reserve forest.

The Maharashtra government and the Centre were engaged in a battle over the proposed car
depot plot in Kanjurmarg, thus delaying the 33-km underground metro project. The Thackeray
government decided to shift the metro depot out of Aarey colony, following protests by
activists against construction in one of few remaining green spots in Mumbai.

According to a functionary who did not want to be named, Fadnavis asked the administration
to direct the state’s advocate general that the shed will be built in Aarey.

Thackeray had also stayed the Jalyukt Shivar Abhiyan and initiated an investigation into
alleged irregularities in the scheme. The multi-crore drought-proofing scheme, which was
Fadnavis’s pet project, had been criticised by the Comptroller and Auditor General of India
(CAG) in its report which was tabled in the state legislature in September
2020. https://www.hindustantimes.com/cities/mumbai-news/devendra-fadnavis-orders-
shifting-of-metro-car-shed-project-back-to-aarey-colony-101656616813023.html

SELECTED NEWS ITEMS/ARTICLES FOR READING

17. External debt up 82% on year to $620.7 billion in
FY22 (financialexpress.com) July 1, 2022

India’s external debt rose by 8.2% to $620.7 billion at the end of March, 2022 from a year ago,
the Reserve Bank of India said on Thursday. However, the external debt to GDP ratio declined
t0 19.9% at end of March 2022 from 21.2% at end of March 2021.

Excluding the valuation effect due to the appreciation of the US dollar vis-a-vis Indian rupee

and major currencies, India’s external debt would have increased by $58.8 billion instead of
$47.1 billion at end of March 2022 over end of March 2021.

At end of March 2022, long-term debt (with original maturity of above one year) was placed
at $ 499.1 billion, recording an increase of $26.5 billion over its level at March end 2021. The
share of short-term debt (with original maturity of up to one year) in total external debt
increased to 19.6% at end-March 2022 from 17.6% at end-March 2021. Similarly, the ratio of
short-term debt (original maturity) to foreign exchange reserves increased to 20% at end-March
2022 (17.5% at end-March 2021).
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Short-term debt on residual maturity basis constituted 43.1% of total external debt at end of
March 2022 (44.1% at end-March 2021) and stood at 44.1% of foreign exchange reserves
(43.8% at end of March 2021).

US dollar denominated debt remained the largest component of India’s external debt, with a
share of 53.2% at end-March 2022, followed by debt denominated in the Indian rupee (31.2%),
SDR (6.6%), yen (5.4%) and the euro (2.9%).

Outstanding debt of both government and non-government sectors increased during 2021-22.
The share of outstanding debt of non-financial corporations in total external debt was the
highest at 40.3%, followed by deposit-taking corporations at 25.6% (except the central bank) ,
general government (21.1%) and other financial corporations (8.6%).

Loans remained the largest component of external debt, with a share of 33%, followed by
currency and deposits (22.7%), trade credit and advances (19%) and debt securities (17.1%).

Debt service (i.e., principal repayments and interest payments) declined to 5.2% of current
receipts at end-March 2022 as compared with 8.2% at end-March 2021, reflecting lower
repayments and higher current
receipts. https://www.financialexpress.com/economy/external-debt-up-8-2-on-year-to-
620-7-billion-in-fy22/2578785/\

18.  Govt’s total liabilities rise 3.7 pc to Rs 133.22 lakh crore in March
guarter (financialexpress.com) Jun 30, 2022

The government’s total liabilities rose 3.74 per cent to Rs 133.22 lakh crore in the March
quarter from Rs 128.41 lakh crore in the three months ended December 2021, according to the
latest public debt management report.

In absolute terms, the total liabilities, including liabilities under the ‘Public Account’ of the
government, jumped to Rs 1,33,22,727 crore at the end of March 31, 2022. As of December
31, 2021, the total liabilities stood at Rs 1,28,41,996 crore.

The report released by the finance ministry on Thursday said public debt accounted for 92.28
per cent of the total outstanding liabilities at the end of March. It was at 91.60 per cent at the
end of December last year.

Further, the report said the weighted average yield on primary issuances of dated securities
showed an increase to 6.66 per cent in the fourth quarter from 6.33 per cent in the third quarter
of the current fiscal.
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“The weighted average maturity of issuances of dated securities was also higher at 17.56 years
in Q4 of FY22 (16.88 years in Q3 of FY22).

“The weighted average maturity of outstanding stock of dated securities was higher at 11.71
years at the end of Q4 of FY22 as compared to 11.69 years at the end of Q3 of FY22,” it said.

Crude oil prices also remained at an elevated level during the quarter, touching a high of USD
129.26/bbl before moderating slightly and closing at USD104.40/bbl at the end of the quarter,
the report said.

It noted that the elevated level of crude prices contributed to hardening of 10-year G-Sec yield
in the domestic market.

Regarding ownership pattern of central government securities, the report said the share of
commercial banks stood at 37.75 per cent at the end of March, lower than 35.40 per cent
registered at the end of December 2021.

At the end of March, share of insurance companies and provident funds stood at 25.89 per cent
and 4.60 per cent, respectively.

Share of mutual funds was at 2.91 per cent at the end of March as against 3.08 per cent at the
end of quarter December 2021 while share of RBI went downward to 16.62 per cent from 16.92
per cent during the same period. https://www.financialexpress.com/economy/govts-total-
liabilities-rise-3-7-pc-to-rs-13322-lakh-crore-in-march-quarter/2578581/

19.  Freebies, bailouts, revival of pension scheme — why many states are
at risk of fiscal stress (theprint.in) Jul 1, 2022

Power sector reforms, preventing leakages in subsidies payments and avoiding fiscally
unwise decisions like reversion to old pension system can help improve their financial
health.

A recent study by the Reserve Bank of India (RBI) highlighted the fiscal risks confronting the
state governments in India. While the Covid-19 pandemic stretched the finances of the state
governments due to collapse in revenues and increase in expenditures, the tendency to spend
on freebies, revival of the old pension scheme by some states and the periodic bailout of the
power distribution companies (DISCOMSs) have worsened the position on state finances.

Undertaking power sector reforms, preventing leakages in the payment of subsidies and
avoiding fiscally unwise decisions like the reversion to the old pension system can help
improve the financial health of the states.
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States’ fiscal profile prior to pandemic

Before the onset of the pandemic, states had managed to maintain their fiscal deficit below the
three per cent ceiling mandated by the Fiscal Responsibility Legislation barring three years —
2009-10, 2015-16 and 2016-17.

In 2009-10, the overshooting of the target was owing to the global financial crisis, while in
2015-16 and 2016-17, the deviation was due to the UDAY scheme. Under the scheme meant
for the revival of the debt-laden power distribution companies, sixteen states took over the debt
of power distribution companies. The UDAY scheme led to overshooting of the fiscal deficit
target by 0.7 to 0.8 per cent of GDP.

Another factor that had a bearing on the finances of states were the farm loan waivers
announced by various states. Loan waivers add to the fiscal burden as they are essentially a
transfer from tax payers to borrowers.

Estimates suggest that higher expenditure owing to farm loan waivers leads to increase in fiscal
deficit to GDP ratio by 20-40 basis points. As borrowings by states increase to finance the
higher expenditure, yields on state development loans (SDL) will inch up leading to higher
interest burden for states.

Finance Commission glide path & fiscally stressed states

While a number of states are fiscally vulnerable, the RBI study has identified Bihar, Kerala,
Rajasthan, Punjab and West Bengal as highly stressed due to their higher debt levels, the fiscal
deficit and the quality of expenditure.

These states have high debt to GDP ratios. Higher debt implies that a significant proportion of
the revenue goes towards payment of interest. Most of these states spend more than 10 per cent
of their revenue receipts on interest payments, with Punjab and West Bengal spending more
than 20 per cent of their revenues on interest payment. A higher proportion of interest payments
squeezes the fiscal space for more productive capital expenditure.

The first year of the pandemic saw the fiscal deficit of states surging to 4.7 per cent of GDP.
The Fifteenth Finance Commission suggested a glidepath for fiscal consolidation for the central
and state governments for the five-year period till 2025-26. For states, it recommended the
fiscal deficit limit (as % of GSDP) of 4 per cent in 2021-22, 3.5 per cent in 2022-23, and 3 per
cent during 2023-26.

Most of the fiscally stressed states (with the exception of West Bengal) exceeded the fiscal
deficit target of 4 per cent set by the Fifteenth Finance Commission for 2021-22. Not only did
they exceed the Finance Commission target, they also significantly deviated from their own
budgeted targets. As an example, for Bihar, the revised fiscal deficit target was more than 11
per cent of its GDP as against a target of 2.97 per cent of GDP set during the budget for 2021-
22.
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The Finance Commission also suggested a glide path for states’ debt to GDP ratio. The
Commission expects the states’ debt-GDP ratio to decline to 32.5 per cent by 2025-26. Punjab
seems to be in a particularly difficult fiscal position. The state’s debt to GSDP has been 40 per
cent or more for six years. Rajasthan also has debt levels touching 40 per cent of its GDP.

Own tax revenues & reliance on central govt

On average, the share of own tax revenue as a share of total revenue of states is around 48 per
cent. For the rest, states rely on tax-sharing from the central government and transfer of grants-
in-aids.

For some states such as Bihar, Assam, Himachal Pradesh and Jharkhand, the share of own tax
revenues in revenue receipts is much below the average. More worrying is the fact that states
like Karnataka, Telangana and Chhattisgarh have seen a decline in the share of their own taxes
in total revenues. As the GST compensation regime has ended for now, some states could see
a significant revenue shortfall.

While the GST compensation is to be financed through a levy of a cess on luxury goods, the
cess fell short of compensation during the pandemic year. To meet the shortfall in the GST
compensation fund, the government borrowed and released to states Rs 1.1 lakh crore in 2020-
21 and Rs 1.59 lakh crore in 2021-22 as back-to-back loans. The levy of cess has been extended
till March 2026 to repay the borrowings that were done in 2020-21 and 2021-22 to compensate
states for GST revenue loss.

Reverting to old pension system & freebies

The decision to revert to the old pension system by some states is a fiscally imprudent move.
The adoption of the old pension system, though will not have an immediate impact on the
states’ finances, but will erode their fiscal health in the medium term.

Provision of free electricity, free water, free public transportation, waiver of pending utility
bills and farm loan waivers should also be re-considered as they erode incentives and lead to
misallocation of scarce fiscal resources. https://theprint.in/macrosutra/freebies-bailouts-
revival-of-pension-scheme-why-many-states-are-at-risk-of-fiscal-stress/1018686/

20.  Fiscal deficit jumps 67 per cent in Apr-May to 2 lakh
crores (newindianexpress.com) Jul 1, 2022

Central government’s fiscal deficit increased 67 per cent to Rs 2 lakh crore owing to slow
growth in revenue receipt and a 23% growth in expenditure. The Centre’s fiscal deficit has
reached 12.3% of the budget target in the first two months of the current financial year,
according to data released by the Comptroller General of Auditors (CGA). Last year during
the same time, the fiscal deficit was Rs 1.2 lakh crore.
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The full-year budget target for the fiscal deficit is Rs 16.61 lakh crore, which is 6.4% of the
GDP. The net revenue collection of the centre in the first two months has been Rs 3.7 lakh
crore, which is 16.2% of the budget target of Rs 22 lakh crore. The Centre’s revenue receipts
include net tax revenue, dividends from PSU banks, RBI and CPSEs.

The Centre’s gross tax collection during the April-May 2022 period surged by 29% to Rs 4
lakh crore compared to Rs 3.12 lakh crore in the same period last year. The net tax collection
(gross tax minus states share) during the period was Rs 3.1 lakh crore, registering a growth of
30%. Total expenditure during the period also increased 23 per cent year-on-year to Rs 5.85
lakh crore.

Of that revenue, expenditure was Rs 4.8 lakh crore and capital expenditure was Rs 1.07 lakh
crore. The capital expenditure, which is money spent on the creation of assets and
infrastructure, increased by 70% compared to the first two months of 2021-22 when the
government spent Rs 63,000 crore. Meanwhile, the growth of eight core sector industries was
up 18.1% in May as against 16.4% in the same month last year, says government
data. https://www.newindianexpress.com/business/2022/jul/01/fiscal-deficit-jumps-67-
per-cent-in-apr-may-to-2-lakh-crores-2471616.html

21. At Rs 1.44 Lakh Crore, GST Collection Up 56 Per Cent Year-On-
Year (swarajyamag.com) Jul 1, 2022

The Goods and Services Tax (GST) revenue in June rose to Rs 1.44 lakh crore, registering a
56 per cent increase over the same month last year, Finance Minister Nirmala Sitharaman said
on Friday.

GST revenue for May stood at nearly Rs 1.41 lakh crore.

This is only the fifth time the monthly GST collection crossed Rs 1.40 lakh crore mark since
inception of GST and fourth month at a stretch since March 2022.

Earlier in April, the GST collection touched Rs 1.68 lakh crore, the highest ever figure since
the inception of the indirect tax regime in 2017.

Sitharaman also added that Rs 1.40 lakh crore is the rough bottom line for the month of June.

"Our monthly GST collections are not going below that," she said on the occasion of GST Day
in New Delhi, reports Business Today.

The development comes as India is celebrating its fifth anniversary of GST Day on 1 July to
mark the implementation of the new tax regime brought in place in
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2017. https://swarajyamag.com/business/at-rs-144-lakh-crore-gst-collection-up-56-
per-cent-year-on-year

22.  The road after the end of GST compensation (livemint.com) Updated:
01 Jul 2022

A five-year constitutionally-guaranteed compensation to states to ensure a compound annual
growth rate of 14% in revenues under the Goods and Services Tax (GST) regime came to an
end on Thursday, leaving several states in dire need of funds. An attempt to get a last-minute
extension at the GST Council meeting earlier this week by representatives of as many as 12
states did not yield the desired results, at least for now.

The jury is still out on whether the assurance of 14% revenue growth was a lucrative one to get
states on board with the new indirect tax regime or a desired one to keep the finances of states
healthy. However, with the compensation era coming to an end, states will have to be prepared
to look for other sources of revenue.

GST rate hikes to boost tax collection can also be an option, but it is not desirable amid high
inflation, economists said.

For as many as 13 states, more than a quarter of the guaranteed revenue under the new regime
came exclusively from compensation between 2018-19 and 2020-21, according to an analysis
by PRS Legislative Research. Punjab had the highest dependence on compensation, with 47%
of its guaranteed revenue coming from this mode. Goa, Uttarakhand, Delhi, and Himachal
Pradesh were also among the top five states heavily dependent on compensation. “We believe
the average GST rate will need to rise after the guaranteed compensation period ends in June,
but the increase should be accompanied by further simplification and widening of the tax net,"
Barclays said in a recent note. The GST Council this week raised tax rates on several goods
and services.

However, raising the tax rate against the backdrop of high inflation should be done without
causing unintended consequences either through raising the rate for items in the 12-18% bucket
or expanding the list of goods and services under GST or by removing exemptions, it said.

Raising GST rates can also be a complex process as it will have to be done by the GST Council,
leaving little autonomy for states.

““The fiscal stress and cash flow situation varies across the states considerably post pandemic,
as the five year transition period ends. It’s a toss-up between extending compensation for all
states versus doing some state-specific measures, which may not be universally popular, versus
letting the states with a higher dependence on GST compensation chart their own path,” said
Aditi Nayar, chief economist at ICRA.

23


https://swarajyamag.com/business/at-rs-144-lakh-crore-gst-collection-up-56-per-cent-year-on-year
https://swarajyamag.com/business/at-rs-144-lakh-crore-gst-collection-up-56-per-cent-year-on-year
http://livemint.com/

States can look for non-GST revenue streams such as estate duties or fuel tax. However, a
recent article, titled ‘State Finances: A Risk Analysis’, by the Reserve Bank of India noted that
non-tax revenue has been volatile, dropping significantly in recent years. The article also noted
that the fiscal conditions among states are showing warning signs of increasing stress, with a
slowdown in own tax revenue, high share of committed expenditure, and high debt. Punjab,
Rajasthan, Kerala, West Bengal, Bihar, Andhra, Jharkhand, Madhya Pradesh, Uttar Pradesh,
and Haryana turn out to be the states with the highest debt burden, the article said. Several
states demanded an extension in compensation and finance minister Nirmala Sitharaman said
she had heard their request. A final decision is likely in August.

“I think GST has not yet stabilized and, until the time it stabilizes, there should be an assurance
of about 8-10%, not 14%, (annual revenue growth) to incentivize the states to implement
reforms and boost revenues,” said M. Govinda Rao, who served as a member of the 14th
finance commission. https://www.livemint.com/economy/the-road-after-the-end-of-gst-
compensation-11656615799711.html

23.  Privatisation of banks: Reversing the
history (timesofindia.indiatimes.com) July 1, 2022

Good economy and bad banking can never go together. But will privatisation usher in good
banking? Why at all the banks that were once private, were nationalised in 1969 and later
liberalised in 19917 These are some questions that occur to any customer of a bank when he
sees that the union government would like to privatise the nationalised banks by amending the
Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970 in the monsoon
session of the Parliament.

1970 Banking Act required the union government to hold at least 51 percent of equity. When
Mrs Indira Gandhi overnight nationalised the banks in two bouts — first in 1969, fourteen and
second in 1980, six banks with different capital thresholds, it was just not a political move.
Banking as a public good, was not within the reach of millions, more particularly, the neediest,
in the rural areas then.

When the first stage of reforms started in 1991, nationalised banks were found to have achieved
the expectations, ushering in barefoot banking and phenomenally improving the reach through
the Lead Bank Scheme and Service Area approach, al bait at the cost of efficiency. The reforms
helped cleaning up the banks’ balance sheets, introduced asset-liability management,
prudential management, and better and responsible customer service. Within fourteen years,
they became symbols of inefficiency reflected in large accumulation of non-performing assets
(NPAS).

Inclusive banking approach, post 2005, led to the creation of banking correspondents (BCs),
Small Finance Banks, Small Payment Banks. While in 1991 there were 76 scheduled
commercial banks, excluding the regional rural banks and urban cooperative banks, the
comparable figure now is 93.
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From 60,220 total bank branches in 1991 — 35,206 rural, 11,334 semi-urban, 8,046 urban and
5,624 metropolitan branches, the total grew in 2022 to 158,373 (rural branches -52,773, the
least to grow, semi-urban-43,683 branches; urban branches-30,638, and 31,279 metropolitan
branches). On average a branch covers 9,500 persons now against 14,000 in 1991.

Businesswise, the banks had Rs3.8 lakh crore deposits and a Rs1.32 lakh crore credit portfolio.
Three decades later, the deposit portfolio is over Rs155.7 lakh crore and credit portfolio,
Rs108.8 lakh crore. Credit — deposit ratio in terms of percentage scaled up from 34.2 to 69.88,
that is more than twice. The cash reserve ratio or the portion of deposits that commercial banks
keep with the central bank was 15% in 1991, as against 3%. RBI ensured more liquidity in the
hands of the banks to lend responsibly, while answering the needs of the society.

Banks have been given freedom to charge interest rates to different categories of the borrowers
based on their risk perception. The core content changed in the banks. Although technology
took the front seat, cost of banking went up over the years. During the last eight years, Jan
Dhan accounts brought more than 43 crore persons into the fold of banking.

The decadal data between 2000 and 2020 indicates growth in advances in both private and
public sector banks and their NPAs too. However, to expect banks to lend without NPAs will
be amounting to calling on banks to give up risk appetite. Also, creating mega banks and Bad
Bank would extinguish neither their toxic assets nor reduce their losses. The government
ignored the experience of the 2008 recession that warned ‘too big to fail” banks would demand
more resources from the exchequer than earlier, when they created the monolithic SBI and
merged major PSBs to be just ten now from 28 in 1991.

Private banks, foreign banks, and PSBs are not on par in the eyes of the regulator when it comes
to meeting the priority sector obligations. While agriculture, small industries and small
businesses, housing for the poor, education for the poor and transport including boats and
catamarans were the priority sectors post-nationalisation, their composition and content
changed dramatically during the last thirty years. Indian Banks Association, the lobbying agent
for the banks, negotiated for redefining the priorities from time to time. The forty percent of
total lending earmarked for this purpose is diluted for the poor and disadvantaged — the very
purpose of prioritisation.

Shaktikant Das, RBI Governor, speaking at Ahmedabad University in 2019, recalled the status
of banking pre-nationalisation:

“Five cities in the country, viz, Ahmedabad, Mumbai, Delhi, Kolkata, and Chennai accounted
for around 44% of the bank deposits and 60% of the out-standing bank credit in 1969. This led
to the widespread political perception that, left to themselves, the private sector banks were not
sufficiently aware of their larger responsibilities towards society.” Quoting RBI’s History of
Banking Vol III, he said, “nationalisation of banks was thought of as a solution for greater
penetration of banking that excluded 617 towns out of 2,700 in the country. And, even worse,
out of about 6,00,000 villages, hardly 5,000 had banks. The spread, too, was uneven... ”
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The 2008 recession also led to demand for nationalisation in the UK, Australia, and the US to
save the interests of the depositors and bondholders. The very purpose of nationalisation —
namely, serving the unbanked and under-banked — is yet to reach its frontier. Financial
inclusion cannot afford the luxury of complete privatisation. In fact, coexistence of private and
public sector banks will lead to a healthy competition if governance issues in PSU banks are
adequately addressed.

It is wise to turn the pages of reforms suggested by the Narasimham Committee-11 and
reiterated at Gyan Sangam-1 (Retreat for Banks and Financial Institutions), that the government
would do well to provide full autonomy to PSU banks, not interfere in transfers and postings,
and issue of loans. Behest lending should stop with setting goals by the RBI. Owner cannot be
regulator. It can at best be a supervisor to ensure their healthy functioning. Government seems
to have realized that its capacity to supervise is highly limited and therefore, it would be better
to give up such responsibility. It must have also realized that its ability to improve governance
in PSBs has reached its limits.

However, there is no evidence that all is well with the private banks, and they can deliver better
to the people the banking requirements than PSBs.

The present government gives the impression that growth comes from the rich and the rich do
not cry on inflation. They can pursue non-inclusive growth agenda more effectively if they
change the institutional architecture, so that expenditure on institutions meant for delivering to
the poor can be minimised, if not eliminated. This is undesirable both politically and
economically. While privatisation by itself is not bad, the timing and motive behind the move
at the moment, are suspect, particularly after the consolidation of PSBs took
place. https://timesofindia.indiatimes.com/blogs/fincop/privatisation-of-banks-
reversing-the-history/
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