NEWS ITEMS ON CAG/ AUDIT REPORTS

1. As PM, India’s Modi secretly tried to massively cut state funds
(aljazeera.com) 18 Jan 2024

Modi tried to force the Finance Commission to cut back on the amount of tax
revenue meant for India’s states.

New Delhi, India — Immediately after becoming the prime minister in 2014, Narendra
Modi held backdoor negotiations with the Finance Commission of India to significantly
cut funds allocated to the country’s states.

However, the head of the commission, an independent constitutional body deciding
states’ shares from central taxes, resisted, and Modi had to back off, new revelations
show.

The Finance Commission’s firm stance forced the Modi government to hastily redo its
maiden full budget in 48 hours and slash funding across welfare programmes since its
assumption of retaining a greater portion of the central taxes did not pan out.

At the same time, Modi falsely claimed in Parliament that he welcomed the Finance
Commission’s recommendations on the tax portions to be allocated to the states.

These revelations of financial haggling and behind-the-scenes manoeuvring in the
making of the federal budget came from BVR Subrahmanyam, the CEO of the
government think-tank NITI Aayog. As a joint secretary in the prime minister’s office,
he was the liaison in the backdoor negotiations between Modi and the chairman of the
Finance Commission, YV Reddy.

This is arguably the first time a top government official in the current Indian
government has admitted publicly that the prime minister and his team had tried from
the start to squeeze the states’ finances, a concern now repeatedly raised by the states.

Subrahmanyam shared the information while speaking as a panelist at a seminar on
financial reporting in India, which had been organised last year by the non-
governmental think-tank the Centre for Social and Economic Progress (CSEP).

In his remarks — another first by a government official — he revealed how the federal
budgets are “covered in layers and layers of attempt to cover the truth”. He added that
he was ““sure you will have a Hindenburg who will open up the [Indian government’s]
accounts if they are transparent”.

He meant, if the accounts were transparent, the truth of the government’s fiscal
condition would become evident, similar to how the Adani Group’s questionable
accounting practices were highlighted by US-based short seller Hindenburg Research
last year.

Those allegations of accounting fraud and other issues by one of India’s largest business
conglomerates led to a $132bn market rout in the group’s valuation and became a



political hot potato as the airports-to-cooking oil conglomerate is perceived as being
close to the Modi government.

The Reporters’ Collective independently verified Subrahmanyam’s claims against
budget and other documents going back a decade.

At one point, Subrahmanyam even divulged details of financial embezzlement and
fraud in a government-funded infrastructure project, referring to it as a “funny case”.

Despite his headline-grabbing revelations, the seminar’s YouTube livestream has
garnered little more than 500 views. Hours after The Reporters’ Collective sent detailed
queries to the Prime Minister’s Office (PMO), public access to the video of the seminar
was cut off on the CSEP YouTube channel.

Subrahmanyam, the Ministry of Finance and the PMO did not respond to The
Reporters’ Collective’s detailed queries.

The Finance Commission scandal

Per India’s Constitution, an independent Finance Commission, made up of economists
and public finance experts, decides what percentage of money the federal government
should share with the states from its tax collections, excluding those it labels as “cess”
or “surcharges”.

The 14th Finance Commission was set up in 2013. Around the same time, Narendra
Modi, as the chief minister of the state of Gujarat, was campaigning for the post of
prime minister and made news for asking the commission to give states a 50 percent
share of central taxes.

In its report that it submitted in December 2014, the commission recommended that
states should get 42 percent of the share of central taxes, up from the 32 percent they
had been receiving until then. But Modi, now the prime minister, and his Ministry of
Finance, wanted to keep the states’ share of taxes down at 33 percent and a larger
portion for the federal government.

Under the constitutional provisions, the government has only two options: accept the
Finance Commission’s recommendations or reject them and establish a new
commission. It cannot argue, debate or negotiate with it formally or informally.

But the prime minister tried off-record parleys to get the chairman of the Finance
Commission, YV Reddy, who was earlier the governor of the Reserve Bank of India,
to pare down his recommendations on the revenue share. In his comments on the panel,
Subrahmanyam said he was the only other person in that conversation.

This was in breach of constitutional propriety. If the government had succeeded, it
would be able to reduce the states’ income while passing the blame onto the
constitutional body, the commission.

Subrahmanyam said that a “tripartite discussion between Dr Reddy, me and the prime
minister” about the figure took place.



“No Finance Ministry [official or minister],” he stressed, was involved. “Should it be
42 [percent] or 32 [percent] or some number in between? The previous number was
32,” he said, referring to the percentage share of taxes recommended by the 13th
Finance Commission.

The conversation lasted two hours, Sabrahmanyam said, but Reddy was unyielding.
Subrahmanyam recalled Reddy, telling him in “good south Indian English: ‘Appa
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[Brother], go and tell your boss [the prime minister] that he has no choice’.

The government had to accept the Finance Commission’s recommendations of 42
percent.

The Reporters’ Collective verified from an official who was part of the 14th Finance
Commission that there had been a delay in accepting the report and conversations about
potentially altering it. We corroborated it with another economist who, at that time, was
working for the government and in the know about the events.

“It was conveyed that the government had the power to reject the report but not ask for
it to be altered. Only once in the past, the federal government has rejected the main
report of a Finance Commission and even then it went with the dissenting note that was
part of the report. It did not proffer its own devolution numbers,” said the economist,
who declined to be named as the discussions involved the prime minister’s office.

But in Parliament, Modi hid his government’s failed attempt to reduce the states’ share
of revenues. He told Parliament on February 27, 2015: “To strengthen the nation, we
have to strengthen the states... There is a dispute among Finance Commission
members. We could have taken advantage of that. We didn’t. But it is our commitment
that states should be enriched, should be strengthened. We gave them 42 percent
devolution.”

He added, “Some states would not have treasuries big enough to keep all this money,”
as members of Modi’s ruling Bharatiya Janata Party (BJP) laughed and applauded.

But with a smaller portion of the tax revenue, the government had to rehash the entire
budget and ended up slashing allocations for several welfare schemes.

“The budget was written in two days that year. Two days because this recommendation
is accepted so late, so late and everything was written at that time ... in a conference
room in NITI Aayog. Four of us sat and actually recast the entire budget,”
Subrahmanyam recounted.

“I still remember when we were cutting off ... women and child — state subject — 36,000,
make it 18,000 crores,” he said in his speech, recounting how he and three other
unnamed officials halved the allocation from 360 billion rupees ($5.8bn) to 180 billion
rupees ($2.9bn) for the central Ministry of Women and Child Development, which runs
welfare schemes like delivering hot cooked meals to children, pregnant women and
lactating mothers.

While the numbers he rattled off were not precise, the government did significantly cut
allocations by nearly half from 211 billion rupees ($3.4bn) in the budget for the
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financial year ending March 2015 to 102 billion rupees ($1.6bn) the next year after it
had to accept the higher proportion of payment to the states.

The budget also saw an 18.4 percent cut in allocation for school education from the
previous year.

‘Attempt to cover the truth’
Subrahmanyam’s candid remarks stand out all the more because it is quite rare for
government officials, particularly in the Modi administration, to be so forthcoming.

Speaking on the panel on fiscal transparency — how honestly the government lays out
its revenues and liabilities — Subrahmanyam said it would take a “Hindenburg” to delve
into the country’s accounts. A chuckle of acknowledgement rippled across the
conference room.

The federal budget is “covered in layers and layers of attempt to cover the truth”, he
said. Analysis of budgets by the likes of JPMorgan and Citibank “actually unveils the
truth in what the real situation is”, he said, referring to how foreign banks and investors
are more honest than domestic players in their analyses of the Indian government’s
accounts.

Subrahmanyam added that the budgets of the states and federal government were
untrustworthy as governments at both levels were using accounting tricks and
sometimes plain fraud to avoid revealing the levels of debt.

One of the key concerns of domestic and international investors is the level of fiscal
deficit the government carries at any given time — how much it is spending in excess of
what it earns from taxes and other revenues, through borrowings. In other words, living
beyond its means. Unhealthy levels of fiscal deficit scare away investors and can lead
to a negative cascading effect on the economy.

Governments, therefore, try accounting tricks to meet their expenses from borrowings
that can be kept out of budget documents, better known as “off-budget borrowing”.

Indian governments of all hues have been criticised in the past for doing this. These,
simply put, are loans, usually taken by the likes of government-owned companies,
which are not reflected in government accounts, even though, ultimately, it is the
government that has to repay these loans.

In its fiscal year 2019-20 budget, the federal government announced that going forward,
it would disclose all such off-budget borrowings. This came on the heels of criticism
from the 15th Finance Commission against the rise in such borrowings.

It did disclose better than it had so far, but as Subrahmanyam admitted, it was not
enough.

“It is disclosing only one part,” he pointed out in his speech, referring to the
government’s statement on extra-budgetary resources. “What is the time of the
borrowing, amount of borrowing, timeline of the borrowing, interest rate? Nothing is
known.”



A report on the federal government’s finances by the country’s comptroller and auditor
general, exposed some of these deficiencies in 2022. It, for instance, did not disclose
the more than 1.69 trillion rupees ($21.9bn) raised by different government-owned
bodies, which should have been part of the budget statement on extra-budgetary
resources.

In his comments, Subrahmanyam also delved into a case of financial misconduct in a
government-funded infrastructure project in the erstwhile state of Jammu and Kashmir
when it was under the direct control of the federal BJP government.

“We had a funny case,” he said and narrated how the Jammu and Kashmir
administration, at the time under the direct control of the federal BJP government,
submitted a “fake UC”. This referred to utilisation certificates, the official document
certifying that funds have been used for the purpose for which they were disbursed.

The federal government sends funds to states for infrastructure projects in tranches. The
money for each subsequent tranche is released after the state sends a certificate that it
has used the previous tranche for the right purposes.

“The second instalment came in. The contractor who has taken the first instalment,
nobody knew how to pay him. Because the first instalment technically is consumed and
the second has come up,” he added.

In other words, based on the fake utilisation certificate that had been submitted, the
federal government sent the second tranche of funds. But now, the Jammu and Kashmir
administration was stuck with it. It had misused the first instalment of funds and it could
not afford to pay the contractor partially.

The Reporters’ Collective did not receive a response from Subrahmanyam and the
Finance Ministry on detailed queries regarding the legality of this practice.

Cesspool of surcharges

Once the Modi government found it could not reduce the state’s share of taxes by
getting the Finance Commission to change its report, it exploited an old accounting
manoeuvre that persists to this day. The federal government steadily increased the
collection of a class of taxes called cess and surcharges. States are not entitled to any
portion of this.

“There is an increasing use of cesses and surcharges to fund or to raise revenues,”
Subrahmanyam said in his speech.

The amount of cess and surcharges collected by the federal government under Narendra
Modi has grown since 2015, data shows.



How India’s federal government shortchanges states

The federal government has increased cesses and surcharges over the years as a percentage of gross tax revenues (GTR).
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The share of cesses and surcharges stood at 10.4 percent of total taxes collected in 2011-
12 by the Congress-led federal government. Between 2017-18 and 2021-22, the total
cess and surcharge collected by the federal government more than doubled, from 2.66
trillion rupees ($33.7bn) to 4.99 trillion rupees ($64.8bn). During that period, cesses
and surcharges rose from 13.9 percent to 18.4 percent as a share of gross tax revenue.

Malini Chakravarti of the independent think-tank Centre for Budget and Governance
Accountability writes about the tricks the BJP government deployed to up its share of
monies at the cost of the states: “In the 2017-18 budget while the Centre reduced the
tax rate of incomes up to Rs 500,000 [$7,400] from 10 percent to 5 percent, it levied a
surcharge on incomes above Rs 5 million [$74,600] to counter the resultant revenue
loss. Similarly, in the 2018-19 budget even while excise duty on petrol was reduced by
Rs 9 [$0.12] per litre, the road cess was increased by an equivalent amount.”

Referring to the rise in cesses and surcharges, Subrahmanyam said: “So, if that is the
case and these are part of the non-divisible pool, then states would be wary of ceding
more and more of their autonomy in taxation.”

One such way the Modi government eroded the state’s tax resources was through a
national goods and services tax (GST), which was introduced in July 2017 after years
of political haggling. It was supposed to create a single market, replacing a plethora of
local taxes with national ones. But “states are being increasingly choked for revenue,”
Subrahmanyam said, echoing a concern that has previously been voiced by opposition-
ruled state governments.

Research papers in the recent past have shown that state tax revenues post-GST have
declined when compared with the pre-GST period.

A January 2023 paper by researchers at the National Institute of Public Finance and
Policy analysed state revenues and found that in 17 out of 18 states they reviewed, the

6



revenue that states generated through state-level taxes declined in the post-GST period
compared with the pre-GST period when seen as a percentage of the gross state
domestic product (GSDP).

States choked for revenue

How states’ tax revenues changed as a percentage of their gross state demestic product (GSDP) post-goods and services
tax (GST).
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The federal government’s continued attempts to restrict states’ financial independence
also showed up when it set up the 15th Finance Commission in 2017 and tasked it with
recommending fiscal sticks and carrots to convince states to avoid “populist measures”.

In the same vein, Modi, since mid-2022, has been accusing opposition-governed states
of indulging in a “revdi culture” referring to traditional sweetmeats and disparagingly
likening welfare schemes to distributing sweets or freebies to people.

In his comments on the panel, Subrahnmanyam differed with his boss on the matter.

“The question is these are social decisions. Somebody can say that Medicare and
Medicaid in the US are freebies. Can you go and scrap them?”” he asked. “I think these
are societal decisions, these are not economic decisions. Economics will only decide
whether you can pay for it and do it or not. It cannot say it is right or wrong. It is a
political ~ decision.”  https://www.aljazeera.com/economy/2024/1/18/as-pm-indias-
modi-secretly-tried-to-massively-cut-state-funds
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2. Chartered Accountants Institute, CAG join hands to boost
employment (republicworld.com) Jan 17, 2024

The online certification courses will provide remuneration for workforce
maintaining local account.

In an endeavour to address paucity of accountants in local bodies, the Controller and
Auditor General of India (CAG) and the Institute of Chartered Accountants of India
(ICAI) have joined forces to launch online certification courses. These courses are
specifically tailored for individuals interested in managing accounts for Gram
Panchayats and Municipalities.

A statement said that the initiative aims to bridge the accounting gap at the grassroots
level and create a skilled workforce for local governance. This, in turn, will provide
temporary employment opportunities and remuneration for those involved in
maintaining local accounts.

“The O/o the CAG of India has entered into an MoU with the Institute of Chartered
Accountants of India (ICAI) to develop a set of online courses for different categories
of Local Bodies. At the conclusion of such course, the participants/students would be
required to clear a skill-based examination and get certified to be employed as an
Accountant for Local Bodies. This would create the requisite pool of accountants for
different types of LBs and resolve the problem of shortage of Accountants. A brief of
the course is available at link for the flier. The details of the course can be seen at link
for the brochure,"” said an official statement.

The online certification courses include CAP (Certificate Course for Accountants of
Panchayats) and CAMB (Certificate Course for Accountants of Municipal Bodies).
CAP comprises two levels focusing on Gram Panchayats and Zilla & Block Panchayats,
while CAMB includes levels for Town Panchayats and Municipal Corporations &
Municipalities.

It said that to ensure widespread access, the enrollment fee for each course is set at Rs
590, with the registration deadline for the first batch closing on January 31, 2024.
Aspiring  candidates can  register  through  the  official  website:
https://Iba.icaiarf.org.in/](https://Iba.icaiarf.org.in.
https://www.republicworld.com/business/chartered-accountants-institute-cag-join-
hands-to-boost-employment/
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AT Rew (3mSuawy) Rfid w7 31 2. Afee Fafor onft 9@ g&= = gan .

frasTa bl &I Al gaurst I € &M IamT gh. Sl ded 3ighg, forg faeat |
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IR 48R HRd & e AAfE R sel f s 76t 21 ® dfes Infie ® f6 arvm
gars 3rgl TR & T U 3fadR @
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AYe 1 & TP HIRdWR TolfR oRfdE o ®ed &, <N ofd 9 dbad al # oo
ARt ¥ i & fau dic % §. afcw 9 Tst o &m ot HRA 918d 87 Usd d
FN-FUR g U= Tia oM A Afhd ofd J gaTs ST YT 8,98 I & &3 IR N &

Ued o5 auf 518 3F & MUY B3 <SRT 3R M 59 T ¢, e A
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3§ q%, I/ gATS g & 10 M F SRR H 150 AN B STHA o B
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W F T ggi T & W@ T TRUE A Ugd e oHH B Had 6-7 g IW
Ui &1 R 3@ T§ 14-15 G IUY Ufd HGT €. §ATs g & HRUI, URdGEH, I
3R fafdre gRwsht 9@ uga omaH & T 8.7

3q I3 o gfg & M 9gM aat 3 fba afad el 8. fnl et & off wama
IGT B, He YA SO Sl & Uigel TG HHAR 7 UM T 3@ 3R 3P IR/R
3rafed fPT €. 9 Fed @, “SiaRe! §ad Wl § AR Ol AN Tse B SUdNT A &
IgiA fRmdl HT IUAN TR L= R e 8.

frar +ff 0 2t @ §. S taiged @t YRS A Sd! IUS F AU AU IR WA
fou & oA & e & o ¥ ofict figR ¥ aeR Asht it B, wa i af &
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BIc TR F TAZ 3, TSI Al
R R UFHR AfSId 91 A U fddid Udan: A Journey Translated T 8418 318 &

IR ¥ fOWR § 9arn 8. I2A fora, “gargergl T ®U ¥ 98 WH ol Wgt # famEr
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G Ugd. 99 98 g6 10 §9 gals g W Ugd, dl 3¢ Sarl 1 fh It wRe
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F %

FAR TS 3 & e & aeR F-aar WA U Fed ¢, 45 0 T & fow AN &4
F TOIY UM F TH Taee g P dfb Tdlse dc 8l T8 iR g 99 R gfad
ot 78t fopar T

T & iR R cR-TR FER, T 937 o1 o, T |18 iR HisHTert
o FH-aRE & R w7 Do & FHow Avd wgd 7 e dTaE & faw
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939 TF DI Dls IR &l 7.
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TR TRUE & FCF U0 $AR 7 gl & “TRUE Y& HAT 3R 39 IAHT1 &
SET-3AET 1 §.”

Ps TR WG HIGH T dHh1D! TR & HRUT Eeelt F XU SH are ISHF B gedTm
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YW & e T WeR F S At 18 S 76 Twe oA € o gt §, TeR Ul
it L& B §S . SOl iIG P HEAT § [F “016 HRIS IUY BT <X IR AT T

oo f &) Tuw Rk gy do g Tifia T8 8. CAG 7 31U+t 3 2023 &t Ruid #
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Ay R Tu Rt Sieye o Aiwa weiel & gd Fewe Sitd g ®ed B,
“fRR # SiR-& Sremar 9gd SfYd  ofR Ul afaa o off 9gd #H ©. 9T,
FHad d AT S ST HHS P ©, 8BTS I BT ST B UT | 8.7

faSe1 a5 7 % wIgf o) a1 IE §¢1 8, TGl ISH & d5d P HFN W JaN¢ &3 7
TE ¥ g, T, goel 3R AP FY R TS o9 W B, S 3uare 8. AR
Igg g HAl i Rig A g9y & 9arn o7 fb fUSd 9e 31 Sfagar ddb, 103
&g PAfaefad) aomT (3RETE) AT & 9 O & 91G §¢ B a1 T °T 3R 3

136 AN &I fF Ia &1 qieyet fafd T e F ugd qHT @ fear v o

F% WPR & 3Abs! J UdT Iadl § & S Ui auf & 3416 I TIRARY s 81 T8
g, o T TRARY, TR S9%, TR Sfifexn ¢k Toie i 8 99 9 Toie 40
R AT WR uR=re aal T Ul S6id WBHR o Aol & dgd 13 TR Bl
1,154 AN 3rdfed fbu g, 27 AR 2023 &% FHad 517 UAf arag & =g 3. fod daraa

9 I & forg uRey &1 fUsa fadiia au o 601 RIS 0T I QR B 2023-2024
H 1,244 300 R feur §.

ififer qdeq &) sgmar
UDAN & HTe0 ¥, WRBR 3Mp¥e Hfex TRRRT iR eifffes wdies &l YFFT1 I8 ¢,
T e NR & 3gHM & SR, faxd au 2023 & @M $56 faferas o1, S 2020

A $44 aferg @ oifds o1, I\ AR F WULUANT THRIE ¥ UF qWE Ugd e &
U QA 7AR IF F U g Rodve IR R I IH AT W .
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WHR BT a1 § b uRfiere, SR, gt 3R de gars 3igl &1 Lo & HRU
qaR & Wied I § FHIH! IB1A 371 @1 8. IS g auf H, RUITY Aol & dgd
53 YTH® AN &1 & (a1 T, S H ToRTe!, SHaeR 3R fHRre (SRmR) i .
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UET O Tobdl 7, T8 SR B srfouaeyt H Hgaqul Yfyest fAuT debar .

3B PEl, “Ugd AN I SIhR Welge Ad A Afb 31 1B IHY & 8T §. dgl ol
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654 THg B all, TR gals 31gl, o TR ¥ 12 fft @ ¢ iR fusa @ =rq. ge,
IR & e SR onfeantt sfoe 4 o1 B §aR oF & siee W ¥ wFg
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3% o o & faeedt e o1 dfe g Ffdd 761 § % wemse a9 W gnh ar =18,
TR A oy W wEe 3t 38 ok F T TE IRy 99 q@ 3

3% FUR Fed g, “ug nfi-onft IE g3 8. AR B Y& BT 3R 39 T
A S-S T ®.  https://hindi.theprint.in/feature/darbhanga-deoghar-airport-
bihar-darbhanga-airport-jharkhand-narendra-modi-udan-scheme/652597/

STATES NEWS ITEMS

4. Audit report: GMCH-32 Causes loss of 86 lakh as it failed to
float tenders for services (hindustantimes.com) Jan 18,2024

According to the report, GMCH failed to float the tenders in 2018 as per the instructions
of the UT finance department to outsource the services of workers and security
personnel from existing contractors

The local audit department, in its special audit, has pointed out that the Government
Medical College and Hospital (GMCH), Sector 32, has caused a financial loss of nearly
%86 lakh to the government exchequer.

According to the report, GMCH failed to float the tenders in 2018 as per the instructions
of the UT finance department to outsource the services of workers and security
personnel from existing contractors. The tender was supposed to be floated through the
Government e-Marketplace (GeM) portal, but the hospital continued with the services
of existing contractors, leading to the audit department pointing out the anomalies.

A special audit was conducted recently, and it was found that a loss of ¥86 lakh has
been incurred to the government exchequer. On hiring four contractors for providing
technical and other skilled services, round-the-clock security and fire prevention
services, housekeeping, and sanitation services and paramedical services, the special
audit report concluded that four contracts for outsourcing manpower have been
extended for many years without the approval of the competent authority. Had new
tenders been finalised in a time-bound manner, the expenditure to the tune of 386.36
lakh could have been saved on the government exchequer.

GMCH-32 director Dr AK Attri said, “We have already filed our reply with the UT
finance department, and we have not received any reply from them regarding the loss.”

In 2018, the department said the secretary of medical education and research conveyed
the advice of the UT finance department dated August 27, 2018, that GMCH should
review all outsourcing contracts and immediately take the services of GeM, which is
presently at 1.18%, to avoid loss to the exchequer. However, GMCH-32 continued to
outsource the services, including housekeeping and sanitation, paramedical, technical
and other services, round-the-clock security, and fire prevention, from existing
contractors from October 2018 to March 2020 and paid %86.35 lakh in excess
administrative charges paid over and above 1.18%.
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The report observed that if the services had been hired through the GeM portal, an
amount of ¥86,35,906 paid more than administrative charges could have been saved.

Furthermore, the report stated that it was clarified to GMCH-32 that services of
manpower provided to educational institutions for security or housekeeping or cleaning
are exempted from service tax, but GMCH had paid the service tax on these services
amounting to X1.66 crore to the outsource agencies providing manpower for security
and housekeeping. The report remarked that necessary steps to recover the amount of
service tax amounting to %1.66 crore paid to outsource firms should be taken at the
earliest.

The audit department advised inviting fresh tenders in the future well before the
completion of the existing contract, and contracts should be awarded on the expiry of
existing contracts to avoid unnecessary extensions.
https://www.hindustantimes.com/cities/chandigarh-news/audit-report-gmch-32-
causes-loss-0f-86-lakh-as-it-failed-to-float-tenders-for-services-
101705521645476.html

SELECTED NEWS ITEMS/ARTICLES FOR READING

5. Food subsidy bill for FY24 to overshoot Budget estimates,
breach %2 trillion (/ivemint.com) 17 Jan 2024

The food department requires additional funds of nearly %5,600 crore for its
flagship food welfare programme that it recently extended by another five years,
ahead of the general election

NEW DELHI : The Union government’s food subsidy bill for fiscal year 2023-24 is
likely to overshoot the budgeted estimate of X1.97 trillion, prompting the food
department to seek additional funds primarily to support its flagship programme.

Revised allocation for the ongoing fiscal year is expected to go up by 3% to 32.02
trillion, a top official of the department of food and public distribution told Mint.

The department requires additional funds of nearly %5,600 crore for decentralised
procurement of foodgrains under the Pradhan Mantri Garib Kalyan Anna Yojana
(PMGKAY) scheme, and sugar subsidy for families covered under the Antyodaya Anna
Yojana programme, this official said, declining to be identified.

India’s food subsidy bill is likely to go up next year as well, as the Union government
recently extended the PMGKAY scheme, its flagship food welfare programme, for
another five years ahead of this year’s general election.

This will require more procurement and storage capacity and a higher state-set
minimum or guaranteed price for wheat and rice.

Containing spending on food subsidy is crucial for managing India’s fiscal deficit,
which the government is targeting at 5.9% of gross domestic product this financial year,
with plans to lower it by at least 50 basis points in fiscal year 2024-25.
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“In view of a hike in (minimum support price) of crops and other incremental expenses,
including the extension to the free food scheme, the food subsidy bill is bound to
increase,” the official mentioned above said.

“Though the (budgeted estimate) is X1.97 trillion for food subsidy in FY24, we require
a slightly higher budget. We have given a proposal for additional allocation, and 32.02
trillion may be allocated for food subsidy alone in the ongoing financial year."

A fund for assistance to state agencies for intra-state movement of foodgrains is also
expected to be revised to a little over X8,500 crore from the budgeted estimate of 37,400
crore, the official informed.

About 23 crore is also likely to be allocated for the Scheme for Modernisation and
Reforms through Technology in Public Distribution System (SMART-PDS), which had
not received any allocation in the Budget for 2023-24, the official said.

The expenditure and the food and public distribution departments did not immediately
reply to queries on the request for additional funds.

India runs its multi-billion-dollar food welfare programme, the world's biggest such
initiative, by buying rice and wheat from millions of domestic farmers at guaranteed
prices and then supplying the staples at subsidised rates or for free to 800 million
Indians.

The government spends some part of the food subsidy also on maintenance and other
administrative costs.

“Food subsidy depends on the quantum of offtake from the central pool. As there is no
additional allocation, food subsidy will not rise much,” said Siraj Hussain, former
Union agriculture secretary. “Additionally, there is an element of buffer subsidy on the
stocks, which is also likely to be lower because food grain stocks are at a low level."

Mint on 9 January reported that the Union government may allocate 2.2 trillion
towards food subsidy in the upcoming Budget to pay for higher farm support prices and
an extended food welfare scheme. The allocation could be 10% higher than last year’s.

The Union government provides subsidised food grains to states under the National
Food Security Act and other welfare schemes, including PMGKAY. The Food
Corporation of India (FCI) is reimbursed by the Centre for the gap between the cost and
the subsidised price of food grains supplied to states.

States participating in decentralised procurement of foodgrains receive direct subsidies
from the Centre based on the quantity they procure and distribute. Over the previous 9
years, the government has released food subsidy amounting to %¥4.04 trillion to such
states, and %14.48 trillion to FCI. https://www.livemint.com/economy/food-subsidy-
bill-for-fy24-to-overshoot-budget-estimates-breach-2-trillion-11705494136197.html
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6. Healthy direct tax growth is good news for the fisc
(thehindubusinessline.com) January 17, 2024

Income tax collections as well as the number of IT returns filed have increased

The buoyancy in direct tax collections in the first nine months of this fiscal, led by
robust personal income tax collections, is probably a signal that the recent drive to
increase the tax base is beginning to show dividends. The estimated growth for gross
tax collections in the Budget for 2023-24 was quite conservative at 10.5 per cent, taking
into account the possible decline in inflation and moderation in growth. But the 16.77
per cent growth in the April-December 2023 period has helped collect X17.18-lakh
crore of tax, which is almost 81 per cent of the Budget estimate. This can prove quite
helpful in achieving the fiscal deficit target for this fiscal year.

The growth in corporate tax collections has been muted in the first nine months of this
fiscal year, at 8.32 per cent. This is not surprising given the challenges being faced by
companies due to tepid global demand, rising interest burden and lower revenue
growth, resulting in lower profitability. Personal income tax collections have, however,
surprised pleasantly, with strong growth of 26.11 per cent. This growth is accompanied
by a 9 per cent increase in number of income tax returns filed for the accounting year
2023-24, reaching a record high of 8.18 crore. The increase in tax base could be partly
due to the increasing formalisation of the economy and a younger workforce joining
the services sector where the pay packages are higher. Reforms in personal income tax
rules could also be contributing to the increase.

Among these is the new tax regime, where the taxpayer enjoys a lower tax rate while
foregoing all exemptions and deductions. This could be resonating with new taxpayers
due to its simplicity, increasing compliance. Two, the practice of pre-filing the returns
with data including salary, interest, dividend, brought forward losses and MAT credit
is also making the process easier. Three, the information on financial transactions of
taxpayers given in the annual information statement and taxpayer information summary
helps in capturing all the income of the taxpayer, which can be inadvertently omitted,
thus increasing the tax revenue. Four, expansion of the number of transactions subject
to tax collection at source is also perhaps proving to be a good idea, bringing high
income earners who have been evading paying tax, into the tax net. The Centre must
continue this drive to plug the loopholes and simplify tax structure and process in order
to expand the income tax payer base.

With the first advance estimate pegging the nominal GDP growth for FY24 at 8.9 per
cent, the fiscal deficit could be under pressure. Decline in central excise duty collection
from fuel, shortfall in disinvestment programme and higher outgo on food and fertilizer
subsidy will also expand the fisc for FY?24. Higher direct tax collections along with
robust dividends from public sector enterprises and the Reserve Bank of India will
prove handy in achieving the fiscal deficit target of 5.9 per cent of GDP budgeted for
FY24. https://www.thehindubusinessline.com/opinion/editorial/healthy-direct-tax-
growth-is-good-news-for-the-fisc/article67748917.ece
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7. Govt to target fiscal deficit at 5.3% of GDP for FY2025, says
ICRA (financialexpress.com) January 18, 2024

With the the Union Finance Minister Nirmala Sitharaman all set to present the interim
Budget for the fiscal year 2024-25 on February 1, 2024, an analysis by ICRA suggested
that the government is likely to target fiscal deficit at 5.3 per cent of GDP for FY 2025,
entailing a reasonable degree of fiscal consolidation amid slower capex growth.

The upcoming Budget will be an interim one and is said to have no major
announcements as it is coinciding with the general elections year which is scheduled
for this year. The full budget for the fiscal year 2024-25 will be presented after the
formation of the new government following the general elections. The Budget is
allotted for the upcoming fiscal year, which runs from 1st April to 31st March of the
next year.

However, the expansion in the Government of India’s (Gol’s) capex and the extent of
fiscal consolidation would be scrutinised closely, given the implications for growth and
G-sec yields, respectively. ICRA expects the fiscal deficit target for FY2025 to be set
at 5.3 per cent of GDP, midway through the expected print of 6.0 per cent for FY2024
and the medium-term target of sub-4.5 per cent by FY2026. “This, along with our
projection of an appreciable dip in the revenue deficit, would allow for a capex target
of Rs 10.2 trillion for FY2025, 10 per cent higher than the expected level for FY2024
vis-a-vis the 20 per cent-plus YoY expansion seen during FY2021-FY2024. A higher
capex target would impinge on the Gol’s ability to bridge half the required fiscal
consolidation in FY2025, thereby making the task of reaching medium-term fiscal
deficit target by FY2026 even more challenging,” ICRA said in a report.

What are the expectations from Interim Budget for FY24

Per a report by ICRA, the GoI’s revenue receipts are likely to exceed the FY2024
Budget Estimate (BE) by ~Rs 0.5 trillion, largely driven by the overshooting in net tax
and non-tax revenues. On the expenditure side, it said that the total spending is expected
to remain largely in line with the FY2024 BE of Rs 45.0 trillion, with a lower-than
budgeted capital expenditure partially offsetting the projected overshooting in revenue
expenditure (by +Rs. 800 billion) vis-a-vis the budgeted target for the fiscal.

Further, it said that the fiscal deficit is unlikely to overshoot the FY2024 BE of Rs 17.9
trillion. However, a lower nominal GDP number than what the Union Budget had
pencilled in (NSO’s first advance estimates: Rs 296.6 trillion vs. FY2024 BE: Rs 301.8
trillion), is likely to result in the fiscal deficit printing at 6.0 per cent of GDP. This,
along with the robust inflows into small savings schemes, suggest that the Gol’s market
borrowings are likely to remain in line with the budgeted amount for FY2024 (gross:
Rs 15.4 trillion; net: Rs 11.8 trillion).

What are the expectations from Interim Budget for FY25

Given the favourable macroeconomic backdrop and expectations of the benign
domestic environment sustaining in the next fiscal, per the analysis by ICRA, the Gol
is expected to continue on the fiscal consolidation path in the Union Budget for
FY2025. However, it added that this is likely to entail a slower expansion in capex vis-
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a-vis that seen in the post-Covid years, which could weigh on the growth in economic
activity. Additionally, with the upcoming Budget set to be an interim one for the
purpose of a vote-on-account, major policy changes and announcements are unlikely at
this juncture, it said.

“We expect the Gol’s gross tax revenues (GTR) to grow by a healthy 11 per cent in
FY2025, led by direct taxes and GST collections, even as the growth in excise and
customs duty collections is likely to be subdued,” it said.

The disinvestment target is likely to be pegged at sub-Rs 500 billion for FY2025. Given
the uncertainties involved in market transactions, it would be prudent to set a moderate
target of sub-Rs 500 billion for FY2025, instead of a higher aim that may disrupt the
budget math if there is a large shortfall in such receipts by the end of the fiscal, based
on the past year trends.

Furthermore, ICRA expects the revenue expenditure to increase by a modest ~4 per
centin FY2025, led by a moderate growth in interest payments amid a slight moderation
in allocation for subsidies and a continued focus on curtailment of other expenses. It
added, “We estimate the Gol to budget for a capex of Rs 10.2 trillion in FY2025,
implying a relatively sedate YoY expansion of ~10 per cent, compared to over 20 per
cent expansion seen in each of post-Covid years. The slowdown in capex growth is
likely to have some bearing on economic activity and GDP growth.”

As already mentioned above, ICRA expects the Gol to target a fiscal deficit of 5.3 per
cent of GDP in FY 2025, midway through the expected print of 6.0 per cent in FY2024
and the medium-term target of 4.5 per cent for FY2026.

For FY2025, the 15th Finance Commission (FC) had recommended a normal
borrowing limit of 3.0 per cent of the Gross State Domestic Product (GSDP) for the
state governments. Given this and ICRA’s expectations of the Gol’s fiscal deficit, the
General Government deficit is likely to dip to 8.3 per cent of GDP in FY2025 from 9.2
per cent of GDP expected in FY2024. This would be the lowest level of the General
Government deficit since FY2020 (7.2 per cent of GDP).

Net General Government dated market borrowings for FY2025 are pegged to rise to Rs
18.6 trillion, marginally higher than the Rs 18.5 trillion projected for FY2024. With
larger redemptions of G-sec and SGS, gross borrowings are estimated to rise by 2.1 per
cent to Rs 25.5 trillion in FY2025 from the projected Rs 25.0 trillion in FY2024.
Overall, largely stable market borrowings, along with inflows on account of bond index
inclusion, are expected to augur well for yields, ICRA said.
https://www.financialexpress.com/budget/interim-budget-2024-expectations-govt-to-
target-fiscal-deficit-at-5-3-of-gdp-for-fy2025-says-icra-3367862/

8. NHAI gets back to BOT, readies massive Rs 2.1 trillion pipeline
(financialexpress.com) January 18, 2024

The length of these would be 522 km and cost Rs 39477 crore. Uttar Pradesh will
have six highways of 1344 km at the cost of Rs 50,333 crore.
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The National Highways Authority of India (NHALI) has identified 53 highway projects
worth Rs 2.1 trillion to be developed through Built Operate Transfer (BoT) model. This
marks a big shift in the resource generation strategy, after long years of low private risk
capital raised its debt burden to very high levels.

Around 5214 km road stretches with high traffic density will be developed through
BoT. The maximum number of BOT projects (14) will be in Maharashtra. The length
of these would be 522 km and cost Rs 39477 crore. Uttar Pradesh will have six
highways of 1344 km at the cost of Rs 50,333 crore.

Jammu and Kashmir, Haryana, Punjab, Rajasthan, Telangana and Uttrakhand will have
six new highways of 490 km on BoT at the cost of Rs 15,600 crore. Seven projects in
Andhra Pradesh and four in Bihar will be developed at the total cost of Rs 28,027 crore.

Four BoT projects in Tamil Nadu will come up with Rs 26,061 crore investment. As
per the Centre’s ‘Vision 2047’ Plan, a large number of high-speed corridors are
envisaged to be developed. Robust Public Private Partnership in development of the
road sector will play a pivotal role in realising this vision, according to a NHAI
statement.

The government wants to push BOT in a big way to bring back private participation in
highway construction. In the BOT model, winning the concession builds and operates
the highway thus saving resources of the government. However, there is a provision in
some cases for capital grants of up to 40% in the BOT model also.

During 2007 and 2014 only BOT was used for building highways. With the disputes
and delays that the system ran into, the pace of highway construction slowed down
considerably.

In 2018-19 and 2019-20, no road concessions were awarded on the BOT model.
Officials say that the problems that the BOT faced have been sorted out and the
contractors are willing to bid for highways under this model again.

In the last few years, almost the entire cost of highway construction has been borne by
the government through Hybrid Annuity Model (HAM) and Engineering Procurement
and Construction (EPC). This has resulted in a big jump in budgetary support to NHALI.
This year the budget will provide Rs 1.62 lakh crore to NHAI as against Rs 1.41 lakh
crore last year. In 2021-22 NHAI had got Rs 57081 from the budget and rest from debt.
From the 2022-23 budget NHAI was barred from raising money through bonds

To make BoT more attractive the modifications has been proposed in the Model
Concession Agreement (MCA) of BOT (Toll) to address concerns and remove
roadblocks highlighted by the stakeholders.

The proposed modifications include various provisions to eliminate discrepancies such
as determination of termination payments, modifications in Concession Period based
on actual traffic (PCU) Vs tolling groups of vehicles, actual traffic exceeding design
capacity to be re-visited, and compensation for delays on the part of Authority as well
as force-majeure cause to be clearly defined termination payments before project
completion with a new provision of Buy Back in case of Additional
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Tollway/Competing Road. https://www.financialexpress.com/business/roadways-nhai-
gets-back-to-bot-readies-massive-rs-2-1-trillion-pipeline-3367555/

9. Incentives worth 34,415 crore disbursed in 8 sectors under PLI
scheme (thehindubusinessline.com) 17 January 2024

A total of Rs %1,515 crore was disbursed in FY24 till October, while it was Rs 2,900
crore in 2022-23, when payments under the scheme commenced

The government has disbursed incentive of around 34,415 crore disbursed under the
Production Linked Incentive (PLI) scheme for eight sectors so far, per figures shared
by the Department for Promotion of Industry and Internal Trade (DPIIT).

The sectors where disbursements have been made include large scale electronic
manufacturing, IT Hardware, bulk drugs, medical devices, pharmaceuticals, telecom
and networking products, food processing and drones and drone components, DPIT
Additional Secretary Rajeev Singh Thakur said at a press briefing.

A total of 1,515 crore was disbursed in FY?24 till October, while it was 32,900 crore
in 2022-23, when payments under the scheme commenced.

Going forward

Next fiscal, disbursements will begin in at least four of the six remaining sectors that
are part of the PLI scheme, Thakur added. The six sectors where disbursements are yet
to start include white goods, speciality steel, textiles, high efficiency solar PV modules,
chemistry cell batteries and electronic/technology products.

Singh said that while some small changes may be made by the line Ministries in the
processes for certain sectors where performance may not be as expected, no major
change is likely in the schemes.

Investments of over 21.03 lakh crore were made in the PLI schemes till November
2023, which led to production/sales of X8.61 lakh crore and employment generation
(direct & indirect) of over 6.78 lakh, the DPIIT noted.

PLI Schemes have led to exports surpassing 3.20 lakh crore, with significant
contributions from sectors such as large-scale electronics manufacturing,
pharmaceuticals, food processing, and telecom & networking products.

The government has so far approved 746 applications in the 14 sectors under the scheme
with expected investment of over X3 lakh crore. As many as 176 MSMEs are among
the PLI beneficiaries in sectors such as bulk drugs, medical devices, pharma, telecom,
white goods, food processing, textiles & drones, per a statement.

The PLI scheme was launched with an outlay of ¥1.97 lakh crore to enhance India’s
manufacturing capabilities and exports.

“PLI scheme across these key specific sectors has started to make Indian
manufacturers globally competitive, attract investment in the areas of core
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competency and cutting-edge technology; ensure efficiencies; create economies of
scale; enhance exports and make India an integral part of the global value chain,” the
statement added. https://www.thehindubusinessline.com/economy/incentives-worth-
4415-crore-disbursed-in-8-sectors-under-pli-scheme/article67749429.ece

10.  Study reveals surge in monsoon rain across India amid climate
crisis (indiatoday.in) UPDATED: Jan 17, 2024

The CEEW study analysed 40 years of rainfall data (1982-2022) across more than 4,500
tehsils. It points to a rapid shift in monsoon behaviour, with erratic patterns emerging
due to the accelerating pace of climate change.

A comprehensive study by the Council on Energy, Environment and Water (CEEW)
has revealed a significant increase in southwest monsoon rainfall across India, with
55% of tehsils or sub-districts experiencing over a 10% rise in the last decade (2012-
2022).

The findings highlight the impact of climate change on monsoon patterns, particularly
in traditionally drier regions such as Rajasthan, Gujarat, central Maharashtra, and parts
of Tamil Nadu. Remarkably, nearly a quarter of these tehsils have seen a pronounced
increase in rainfall exceeding 30% during the June to September period.

The CEEW study analysed 40 years of rainfall data (1982-2022) across more than 4,500
tehsils. It points to a rapid shift in monsoon behaviour, with erratic patterns emerging
due to the accelerating pace of climate change.

The study also notes that increased rainfall often comes in the form of short-duration,
heavy downpours, leading to flash floods. For instance, 31% of tehsils reported an
increase of four or more days of heavy rainfall annually during the southwest monsoons
over the past decade compared to the previous 30 years.

The monsoons are vital for India's agriculture-dependent economy, yet the study found
that 11% of tehsils, particularly those in the Indo-Gangetic plain, northeast India, and
the upper Himalayan region, have experienced a decrease in southwest monsoon
rainfall.

Climate change rain

These areas are critical for agricultural output and house ecosystems that are highly
sensitive to climate extremes.

Dr. Vishwas Chitale, Senior Programme Lead at CEEW, emphasised the importance of
preparing for erratic rainfall patterns, especially with the upcoming 2024 Union Budget.
He stressed that monsoons affect essential aspects of daily life, including food, water,
and energy.

CEEW's study provides detailed tehsil-level rainfall data to help policymakers assess

local risks and develop hyper-local climate risk assessments and action plans, which
are essential for leading climate action and disaster risk reduction.
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The study also discovered that rainfall increases are unevenly distributed throughout
the seasons. While some tehsils saw a decline in rainfall during the crucial sowing
months of June and July, others observed a rise in October rainfall by more than 10%,
possibly due to the delayed retreat of the southwest monsoon. This shift has
implications for the sowing of rabi crops.

Additionally, the northeast monsoon, critical for peninsular India from October to
December, has seen more than a 10% increase in rainfall in the last decade in many
tehsils across Tamil Nadu, Telangana, Andhra Pradesh, as well as Odisha, West Bengal,
Maharashtra, and Goa.

Shravan Prabhu, Research Analyst at CEEW, highlighted the link between extreme
weather events and Indian monsoons. The research indicates that monsoon variability
has intensified over the past decade, necessitating the integration of its impacts into
climate action plans at all administrative levels.
https://www.indiatoday.in/environment/story/study-reveals-surge-in-monsoon-rain-
across-india-amid-climate-crisis-2489947-2024-01-17

11.  Before Deciding on Next Steps for the Kaleshwaram Project, a
Detailed Review Is in Order (thewire.in) 17 January 2024

The new Congress government in Telangana has inherited the massive Kaleshwaram
Lift Irrigation Project in bad shape. But any hasty decision to close the entire project or
to rush to alternative locations will lead to a further waste of money.

After nearly ten years in power in Telangana, the Bharat Rashtra Samithi (BRS; earlier
known as the Telangana Rashtra Samithi or TRS) has lost elections to the Congress

party.

One of the reasons for the BRS’s defeat, experts say, is the problems related to the
Kaleshwaram Lift Irrigation project (KLIP).

This was the pet project of the BRS and its chief minister, K. Chandrashekar Rao
(KCR). This mega project is reported to have cost Rs 1,20,000 crores, most of it on
commercial loans from banks.

Though the project is supposed to have been completed, its benefits are minuscule. It
became a major election issue and was termed as an ‘ATM’ for KCR’s family by the
Congress, while the BJP described it as a hallmark of corruption.

On top of this, a part of the main structure of this mega project literally sank into the
Godavari River on the night of October 21. Forty days later, the BRS government itself
sunk and lost the assembly election.

Now, the new government has inherited this massive project in bad shape.

This article is an attempt to provide a framework for the new government to address the
KLIP’s issues and retrieve the situation in the larger interests of Telangana.
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The KLIP became a major political issue ahead of the 2023 Telangana assembly
election. Photo: X/@MirzaSiraj_INC.

Telangana and the KLIP

For those who are not familiar with the KLIP and Telangana, this brief description
might help.

After a prolonged agitation, Telangana was established in 2014 by dividing Andhra
Pradesh. Water was one of the three main reasons for this more than half-century-long
agitation for separate statehood.

The Telangana region, which is mostly located in the Deccan plateau at higher
elevations, was not getting its fair share of water allocated to the combined state of
Andhra Pradesh. This is in spite of the fact that the region contains large parts of the
Godavari and Krishna basins.

The Krishna River, which flows through the south of Telangana, does not have much
water left due to various projects upstream in Karnataka and downstream in the coastal
region. The Godavari, which is in the north of Telangana, does have plenty of water.

Water is needed in the uplands located higher than 400 metres above sea level, whereas
the Godavari in Telangana has plenty of water along its course located less than 100
metres above sea level. Therefore, the only solution for getting water to the uplands is
lift irrigation.

Lift irrigation is inherently expensive. As mentioned above, water is a very emotional
issue in Telangana; as a result, lift irrigation got wider political and public acceptance.

In the combined state of Andhra Pradesh, several lift irrigation projects were announced
for the Telangana region, mostly to pacify the agitation for a separate state. One such
attempt was made by the then-Congress government in 2007 by initiating the Pranahita-
Chevella lift irrigation project, which was later renamed as the Dr B.R. Ambedkar lift
irrigation project.

The basic concept of the project is to divert water from the Pranahita, which is a
tributary of the Godavari, to Yellampalli, which is on the main Godavari River. From
here, the water is lifted several times and transported through tunnels and canals to
provide water for irrigation and drinking water to Hyderabad.

The water is then transported further south till a town named Chevella (hence the name
of the project).

This was the beginning of the KLIP.

The BRS government came to power in 2014 and significantly modified the Pranahita-
Chevella project in 2016 and renamed it as the KLIP.
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Kaleshwaram is a small town on the right bank of the Godavari. This remote and sleepy
pilgrimage place has now become a household name for this rather controversial lift
irrigation project.

The basic concept and strategy of the KLIP remained the same as that of the earlier
project, which is to lift water to a height of about 500 metres from the Godavari and
transport it 400 km to Medak, to Hyderabad city and further west into Rangareddy
district.

The BRS government made three major changes to the project and increased its size
and scope, thus making it very expensive.

The project was implemented through the engineering, procurement and construction
(EPC) system of contracting introduced earlier. EPC contracting is opaque, and the
resulting difficulty in tracking component and construction costs makes it easy for
others to allege corruption.

While making these structural changes, the BRS projected this approach as far better
and far more suitable than that of the earlier Pranahita-Chevella project. The KLIP was
also marketed as the saviour of farming in Telangana, not only by the then-government
but even by Union government agencies such as NABARD and the Central Water
Commission (CWC).

The following are the three changes made by the BRS government:

* Shifting the primary intake point from the Pranahita at Thummidihatti village (close
to the Maharashtra border) to Medigadda, just downstream from Kaleshwaram on the
main Godavari River after its confluence with the Pranahita.

This change of intake points means using the main Godavari River as a storage
reservoir, requiring the pumping of water upstream with three barrages and several
dozens of high-capacity, high-speed pumps.

* Increasing the pumping capacity to 215 tmc, which required large storage reservoirs.
A consequence of this was the creation of the Mallannasagar Reservoir, which has a
capacity of 50 tmc, is located in the middle of nowhere and required the uprooting of
22 villages.

» Massive increase in cost: This increased the cost of the project from Rs 40,000 crore
to almost Rs 1,27,872 crore.

This reengineered, re-branded project had the following three stated objectives:
1. New irrigation for 19.63 lakh acres and stabilisation for another 18.82 lakh acres
2. Providing thirty tmc drinking water for Hyderabad and ten tmc for villages en route

3. Providing sixteen tmc water for industry.
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With three barrages, 15 storage facilities, 1531 km of gravity canals, 203 km of tunnels
and 21 pump houses, the project became massive and complex. The estimated power
demand is 4,959 MW and 19 sub-stations were to be built for this purpose.

It is not a simple irrigation project, as was the case with most other irrigation projects.
This level of complexity in construction and the speed at which these works were taken
up have almost became a national spectacle.

The purpose and cost of operating this system all became secondary. At one stage, the
project became a must-visit destination for whoever visited Hyderabad.

Even before it started, civil society critically analysed the project and presented its
findings to the Telangana government.

Their constructive advice and later critical reports all were ignored. Any attempt to
scrutinise the cost of water delivery was met with ridicule and even termed as ‘anti-
Telangana’ and ‘anti-national’.

Later, the project’s key infrastructure was flooded and any criticism of the project even
at this stage was largely ignored by both the state and Union governments.

It is important to mention three key points which reflect the thinking of the political
establishment in India, particularly related to agriculture and large water-infrastructure
investments.

Often, these projects are presented as a national good based on these outdated and
outlived concepts:

(a) Water is wasted when it goes to sea, so all river water must be used to the last drop,
(b) more irrigation is good for the country and (c) irrigation must occur at any cost,
including without any analysis of the operation and maintenance costs of lift irrigation
schemes.

These concepts were to some extent relevant then when India was deeply concerned
about food security for its growing population. Also, most of those investments then
were on gravity-based irrigation projects with little annual operation and maintenance
Costs.

The political establishment has continued endorsing these concepts and invested in
complex lift irrigation projects, which require huge capital costs as well as operation
and maintenance costs, which exceed even the total value of crops cultivated by
farmers.

On top of this, most of these irrigation projects are being built by taking loans with
commercial levels of interest.

Now, irrigation projects are not about farmers or food security; they are driven largely
by a desire to keep construction contracts running.
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These mega projects are being built due to lack of clear guidelines on (a) the cost of
water delivery, (b) limits on state governments to create special purpose vehicles
(SPVs) for any unproductive projects, (c) technical and quality oversight of project
designs and construction, and (d) restrictions on commercial banks’ lending to such
projects, which have no benefits to the country, all played a role in conceiving and
constructing projects such as the KLIP.

In the prevailing situation, any state government can create an SPV and borrow money
to construct any irrigation project with no economic logic, creating long-term economic
consequences for future generations.

Unless clear policy framework and guidelines are in place, projects such as the KLIP
will continue to be constructed in many parts of the country.

The current situation of the KLIP

* So far, Rs 93,782 crore has been spent on the project since 2016. (The earlier amounts
were not included.) Of this, the Telangana government spent Rs 32,203 crore and Rs
61,665 crore has been borrowed from commercial banks. Data also indicate that the
state government has already started paying loans and interest.

*» The Telangana government has already spent a total of Rs 22,700 crore as part of its
debt service. Of that, Rs 17,700 crore is towards interest. The major loan repayment
started in 2023-24 with annual instalments of Rs 13,000 crore. This will go on for the
next 13 years or so.

* In addition to money, this project required close to 1,00,000 acres of land; of that,
66,000 acres were acquired for infrastructure purposes, displacing many farmers and
rural people. As mentioned above, Mallannasagar single-handedly displaced more than
22 villages.

* So far, just 98,000 acres of ayacut were created. This is just 5% of the total (19.6 lakh
acres) expected to be created. No additional water for industry or drinking was
provided.

* The project’s key infrastructure is crumbling at an alarming rate.

In 2022, two of the three major pumping stations on the Godavari were submerged due
to floods, and in 2023, the first intake point (from where all the water is supposed to be
pumped) experienced a major structural problem. The barrage across the main Godavari
River started sinking. After that, two more barrages upstream are supposed to have
developed similar problems.

» The Mallannasagar reservoir, which is supposed to be storing 50 tmc of water, is not
being filled out of safety-related fears. The reservoir has been built on a geological fault
line. After filling just 15 tmc (less than one-third of its capacity), some leakages have
been reported. If this structure fails, it would be a major catastrophe for the nearby
villages.

30



» Based on recently released data on electricity consumption for pumping water to
various locations, the cost of electricity for providing water for irrigating each acre of
land will be around Rs 80,000 to even Rs 1,00,000 per season. This far exceeds the total
value of the crop. This cost is not considering the capital cost; it is just the yearly cost
of providing water to farmers.

In a single sentence, this mega project is in utter and total disarray.

The project will be a major burden on the new government, whose prospects will be
negatively impacted if it does not understand the project and put together systems to
deal with it.

The way forward

Soon after the new government came to power, the KLIP figured prominently in its
press conferences, and the chief minister is reported to have expressed his intention to
‘expose’ the project’s irregularities and order an investigation headed by a sitting high
court judge.

Also, the new irrigation minister is negotiating with the company that constructed the
Medigadda barrage to repair the damages.

Before the new government makes any attempt to repair the KLIP’s crumbling
infrastructure, it needs to have clarity on the following three questions:

« Is the infrastructure safe and secure?
* How much it will cost annually to provide water for each acre of irrigation?
* What institutional mechanism is needed to manage the project?

The most effective and rational way of getting clarity on these questions is to
commission a review of the project.

We suggest the following process in order to get a comprehensive view of the project.
Until such a process is complete, the new government may have to avoid any new
construction or repairs.

1. Review of existing infrastructure: The state government may approach the National
Dam Safety Authority to constitute a committee with experts from the CWC as well as
international experts to review the safety, security and reliability of all the structures
constructed as part of the KLIP. The Union government should be able to help the state
government in this process, including by providing financial support.

2. Cost-benefit analysis: An independent international agency, such as the ADB, must
be hired to review the operation and maintenance cost of the project, which includes
the costs of electricity and other costs in delivering water to farmers at each elevation.
Such a review will significantly help in taking policy decisions on which parts of the
KLIP are most useful and which parts need re-orientation or a relook.
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3. Re-structuring loans: The Kaleshwaram Lift Irrigation Corporation, a state
government SPV has been created to borrow loans for the project.

Now, the state government, which has guaranteed the loans, must pay them back. The
annual payment from 2024 is about Rs 13,000 crore a year. Several public sector banks,
the Rural Electrification Corporation and NABARD have given loans without going
through any technical and financial review. On top of the project’s crumbling
infrastructure, the SPV is almost bankrupt and has no income.

The Telangana government should ask these banks to re-structure their loans and re-
negotiate the interest. This is most important in order to avoid undue burden on state
finances. The Union finance minister has herself publicly stated that the Telangana
government borrowed at high interest rates for this project and therefore the Union
government might help in the process of restructuring the loan.

4. Institutional mechanism: A separate institutional mechanism to deal with this project,
and the process of review and loan negotiations, must be established.

Conclusion

The KLIP is one of the costliest irrigation projects in India and the world. Even ignoring
its massive capital cost and structural failures, the project requires at least Rs 10,000
crore to Rs 12,000 crore for annual maintenance towards electricity and other costs.
This project will also pose a major policy challenge to Telangana’s government for
several decades.

Telangana’s people are expecting rational decisions by this government. Based on
reports, it appears that the new government is contemplating certain options, which
include (a) closing the entire project, (b) spending large sums to repair damaged
structures and (c) building structures to bring water from other locations.

Such options should emerge from a comprehensive review process. Without such a
process, any decision could certainly lead to even more financial and operational
problems and pose even greater risk.

Well-structured reviews with national and international experts on the safety and
stability of the project’s structures, and on its cost benefits, will surely come out as the
best possible solution to this project.

Already, massive public money amounting to more than Rs 1,20,000 crore has been
spent. Any additional money on this project should be based on the recommendations
of a credible and independent review process.

It is in the interest of Telangana’s people to take wise and informed decisions. Any
hasty decision to close the entire project or to rush to alternative locations will lead to
a further waste of money. Therefore, the only clear and wise option in front of this
government is to commission these reviews at the earliest without any further delay.

If the new government wants to ascertain the extent of the misappropriation of funds
and other administrative lapses related to the KLIP, that should be a separate process,
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in addition to technical reviews suggested above. There is a window of opportunity for
the new government to do the right thing for Telangana and for its farmers.

Telangana’s people and farmers have waited for a long time — they can wait for a few
more  months until the completion of these review  processes.
https://thewire.in/government/before-deciding-on-next-steps-for-the-kaleshwaram-
project-a-detailed-review-is-in-order

12.  Battling funds crisis, Madhya Pradesh govt hits pause on 370
schemes (timesofindia.indiatimes.com) Jan 18, 2024

The cash-strapped Madhya Pradesh government has put at least 370 schemes on hold
this fiscal, including those concerning schools, IT industry, farm loans, metro rail and

BHOPAL: The cash-strapped Madhya Pradesh government has put at least 370

schemes on hold this fiscal, including those concerning schools, IT industry, farm loans,
metro rail and even Pradhan Mantri Sadak Yojana.
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IN WAIT MODE

Some of the schemes
named in Dec 8 order
where funds are

in cold storage

» Mukhya Mantri
Rin Samadhan Yojana

» Metro Railway 6@
» Model schools 7N
» Tantya Bhil temple

» Setting up IT parks Q
» Job fairs & /
career counselling S‘Q’Q
» Teerth Yatra Yojana

» Khelo India MP

» Ek Jila Ek Utpad

» Development of air strips

» Road renovation under
PM Sadak Yojana

Officially, the stand is that none of the projects has been shut down, but the fact is that
the money is under lock and key. Three government orders have been issued in the last
10 months (March 31, June 30 and Dec 8), making it very clear that funds for schemes
should not be withdrawn without permission from the finance department.

No department has been left untouched. As many as 22 schemes and heads, where the
funds are in cold storage, are under the school education department.

The new BJP government is having a tough time managing finances.
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It inherited a debt of Rs 3.5 lakh crore, and in less than a month, it has taken a fresh
loan of Rs 2,000 crore.

Expenditure may go up by 10% due to pre-poll promises

Sources say the paperwork is on for a second loan soon. The fiscal pressure on the state
can be gauged from the fact that it took a loan of Rs 5,000 crore to meet the expenses
when the model code of conduct was in force for the assembly polls.

The government’s prepoll announcements and schemes in the run-up to the elections
were estimated to increase expenditure by at least 10%, say sources. The effect was
evident.

On December 8, just five days after the assembly poll results gave BJP a massive
victory, more schemes were put in the pause basket. These included Teerth Yatra, Khelo
India MP, One District One Produce Scheme management, farm loan settlement
scheme, metro rail, establishment of model schools, laptops for meritorious students,
Tantya Bhil temple, Raja Sangram Singh Puraskar Yojana, development of college
libraries, setting up IT parks, job fairs and career counselling, developing air strips, and
renovation and upgrade of roads under Pradhan Mantri Sadak Yojana.

In the first supplementary budget of Rs 26,816.6 crore passed in the assembly in July
last year, Rs 762 crore was set aside to pay the interest of the new market loans taken
by the government. The second supplementary budget will be passed in the assembly
before the vote on account next month.

Finance department officials failed to explain why all the departments have been told
to seek its approval, or the nod of the competent authority, before withdrawing funds
for a whopping 370 schemes. “Funds are utilized as per availability of resources and
priority of the government,” an official said.

“Having to take finance permission before withdrawal of funds does not mean the
scheme is closed. But, yes, it does get put on hold due to the rider,” said another. Also,
it would discourage many departments from approaching the finance department for
funds for the schemes.

Among the major financial responsibilities of the government is the Ladli Behna
scheme, which needs nearly Rs 1,600 crore every month. This scheme was started last
year ahead of the assembly polls and was branded as a game changer for the BJP. There
IS no constraint on funds for this scheme S0 far.
https://timesofindia.indiatimes.com/city/bhopal/battling-funds-crisis-madhya-pradesh-
govt-hits-pause-on-370-schemes/articleshow/106941665.cms

13. Curious case of forest conservation in Kerala: Fund
misappropriation, malpractices and more
(english.mathrubhumi.com) 18 Jan 2024

Thrissur: As per the reports, crores of money are being misappropriated in the name of
forest protection councils and eco-development committees. As per the findings of the
police vigilance, over Rs 3,000 crores has been spent over the last two decades under
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the pretext of implementing various projects, but several of them have just remained on
paper.

An estimated fraud of Rs 300 crores has been done in the last two decades. In Kerala,
there are 1,500 forest protection councils and 500 eco-development committees in total.
A council receives almost Rs 1 crore from the government per year. There is no further
monitoring of the disbursed funds, making things easier for the miscreants.

An average of Rs 4-5 lakhs is expected to remain in each of the accounts, but that’s not
the case always.

A lot of discrepancies have been identified in the vigilance inspection named ‘Jungle
Safari’. For example, in the Periyar Tiger Conservation Foundation, parking fees are
being collected via Google Pay. But the money is being sent to the personal account of
the employee. In the inspection, it was also found that details of the generated tickets
were being erased from the ticket vending machine and the integrated computer. This
allows the employee to siphon off the entire money.
https://english.mathrubhumi.com/news/kerala/crores-of-money-being-swindled-in-
the-name-of-forest-conservation-in-kerala-1.9249791

14. 'Why Maharashtra is nudging the well-off to give up subsidies
(indiatoday.in) Jan 17,2024

The government’s aim is to rationalise allocations under 65 welfare schemes for
the socially and economically weaker sections

To rationalise allocations to welfare schemes for the socially and economically weaker
sections, the Maharashtra government is giving citizens the option of voluntarily giving
up these subsidies. The move is on the lines of the ‘Give It Up’ scheme for cooking gas
consumers launched by the Union government in 2015, and motivates the well-off to
surrender their subsidy benefits in favour of the economically disadvantaged.

The general administration department (GAD) issued a government resolution (GR)
earlier this month to provide beneficiaries the option of foregoing subsidies and
benefits. For now, it will cover 65 welfare schemes under various departments in the
state administrative headquarters of the Mantralaya.

Last August, deputy chief minister and finance minister Ajit Pawar had held a meeting
in this regard and directed the launch of a citizens’ initiative to weed out those ineligible
or affluent. “The give-it-up option will apply for individual benefit schemes and
programmes,” said a senior state official.

This can be done on the MahaDBT portal, the direct benefit transfer (DBT) portal of
the government of Maharashtra that allows beneficiaries to apply for benefits under
various schemes. The cash benefit is transferred to their Aadhaar-seeded bank accounts.
Those who want to opt out of subsidy can do so now through an OTP-based system.

The Maharashtra budget put the total subsidies at Rs 30,452 crore in 2023-24. The state
government has various welfare and benefit schemes for sections like farmers,
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entrepreneurs, widows, the flood-affected and earthquake-affected. The give-it-up
option will also cover benefits provided through schemes launched in the future. These
schemes include post-matric scholarships, educational concessions for children of ex-
servicemen, assistance for meritorious students, subsidies for micro-irrigation, farm
mechanisation, horticulture, pension schemes, and schemes for informal labour and
special assistance. https://www.indiatoday.in/india-today-insight/story/why-
maharashtra-is-nudging-the-well-off-to-give-up-subsidies-2490015-2024-01-17

37


https://www.indiatoday.in/india-today-insight/story/why-maharashtra-is-nudging-the-well-off-to-give-up-subsidies-2490015-2024-01-17
https://www.indiatoday.in/india-today-insight/story/why-maharashtra-is-nudging-the-well-off-to-give-up-subsidies-2490015-2024-01-17

