Chapter-I

FINANCES OF THE STATE GOVERNMENT

Profile of Goa

Goa was incorporated with the Indian Union as a Union Territory with
Legislative Assembly in 1962. It was granted Statehood on 30 May 1987. As
indicated in Appendix 1.1, in the last 10 years, the density of population in
Goa has increased from 258 persons per sq. km. to 394 persons per sq. km.

As indicated in Appendix 1.1 the State’s population increased from
0.13 crore in 2001 to 0.15 crore in 2011 recording a decadal growth of
8.17 per cent. During 2013-14 the percentage of population below poverty line
was five per cent as compared to all-India average of 21.92 per cent. The
State’s literacy rate increased from 82.01 per cent (as per 2001 census) to
88.70 per cent (as per 2011 census).

The social indicators viz., literacy rate, rate of infant mortality and life
expectancy were better than the all India average (Appendix 1.1,
Part A).

Gross State Domestic Product (GSDP)

GSDP is the market value of all officially recognised final goods and services
produced within the State in a given period of time. The growth of GSDP of
the State is an important indicator of the State’s economy as it indicates the
standard of living of the State’s population. The trends in the annual growth
rate of India’s GDP and that of the State’s GSDP at current prices are indicated
below:

Annual growth rate of GDP and GSDP at current prices

Year 2009-10 2010-11 2011-12 2012-13 2013-14
| (AE)* (QE) *

India’s GDP (¥ in crore) 6108903 | 7248860 | 8391691 9388876 | 10472807
Growth rate of GDP (in per cent) 15.18 18.66 15.77 11.88 11.54
State’s GSDP (¥ in crore) 29126" 33605 " 43255° 42407° 48897"
Growth rate of GSDP (in per cent) 14.61 15.38 28.72 (-)1.96 15.30

*QE-Quick Estimates, AE-Advance Estimates

* Based on Ministry of Statistics and Programme Implementation, Gol

>Quick estimates (2013-14) provided by Directorate of Planning, Statistics and Evaluation Department,
Government of Goa

It could be seen from the above table that the State’s GSDP growth rate at
current prices which had witnessed a negative growth (1.96 per cent) in
2012-13 mainly due to recession in mining activities had turned positive
(15.30 per cent) during the current year. Tertiary sector and Secondary sector
continued to be the dominant source of GSDP and it accounted for
46.37 per cent and 41.46 per cent of the GSDP during 2013-14. The
contribution of Primary sector during the current year was 12.17 per cent
mainly due to reduction in revenue from mining and quarrying activities. The
sector wise data relating to GSDP of the State are given in Appendix 1.2,
Part A.



Receipts

Revenue receipts 6449.77

Tax revenue

Non-tax revenue 1661.56

Share of Union

taxes/duties

Grants from Government

of India

Misc. Capital receipts Capital Outlay 1008.22

Recoveries of Loans and

Advances

Contingency

12.57 14.57 ) 4.25 4.09 0.16 3.98
disbursed
Public Debt receipts* 134878 | 1537.49 gzg‘t‘ﬁmm of Public 385.06 - ~ | 33906
Fund Contingency Fund 0.01 -- -- --
Vil o ot e 8496.00 | 729032 [SACEAEIE 8026.81 - ~ | 7655.66
disbursements
Opening Cash Balance 703.91 IOEXIM Closing Cash Balance 783.40 -- -- 703.91

Total 17011.03 | 15706.22 Total 17011.03 ‘ 15706.22

(Source: Finance Accounts of the State)

Chapter I — Finances of the State Government

1.1 Introduction

This chapter is based on the audit of Finance Accounts and makes an
assessment of the State’s fiscal position as on 31 March 2014. It provides a
broad perspective of the finances of the State during 2013-14 and analyses
critical changes observed in the major fiscal aggregates in relation to the
previous year, keeping in view the overall trends during the last five years. The
structure and form of Government accounts is depicted in Appendix 1.1,
Part B. The methodology adopted for assessment of the fiscal position and
norms/ceilings prescribed by the Goa Fiscal Responsibility and Budgetary
Management (FRBM) Act, 2006 and Rules, 2007 of the State are given in
Appendix 1.2, Part B.

1.1.1 Summary of current year’s fiscal operations

A summary of the State Government’s fiscal transactions during 2013-14
vis-a-vis the previous year is presented in Table 1.1 below. Appendix 1.3
provides details of receipts and disbursements as well as the overall fiscal
position during the 2013-14.

Table 1.1 : Summary of current year’s fiscal operations
(Tin crore)

2013-14 2012-13 Disbursements 2013-14 2012-13

Section-A: Revenue Total Non-Plan Plan ‘

LZSERM Revenue expenditure 6803.28 5091.73 1711.55 6061.34

3582.48 2939.66 MEEIEEIRSaTEEN 2075.62 2046.54 29.08 1859.97

1832.90 ENGEIRC RGN 1863.49 862.90 1000.59 1525.67

848.53 YRWMAW FEconomic services 1923.14 1528.27 394.87 1912.91

Grant-in-aid and
Contributions

357.20 295.66 941.03 654.02 287.01 762.79

Section —B: Capital and others

Loans and Advances

*Including ways and means advances on three occasions for 17 days

(Receipts X 52.69 crore and Disbursement 3 52.69 crore)

**Includes 3T 53.63 lakh, on account of write off of Central loans received from Gol under Centrally
Sponsored Schemes by ministries other than Ministry of Finance as per recommendation of ThF'C
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The following are the major changes in fiscal transactions during 2013-14 over
the previous year:

e Revenue receipts grew by T 605 crore (10.35 per cent) mainly due to
increase in tax revenue by X 642 crore (21.83 per cent), share of Union
taxes and duties by I 72crore (9.27 per cent) and T 61 crore
(20.61 per cent) in grants from the Government of India (Gol); offset by a
decrease of non-tax revenue by X 171 crore (9.33 per cent).

e Revenue expenditure increased by X 742 crore (12.24 per cent) mainly due
to increase in expenditure on Social welfare and Nutrition (X 149 crore),
Interest payments (X 90 crore), Education, Sports, Art and Culture
(R 173 crore), Agriculture and Allied activities (X 54 crore) and Pension
and other retirement benefits (X 78 crore).

e Public Debt receipt decreased by X 189 crore (12.28 per cent) and
Repayment of Public Debt increased by X 46 crore (13.57 per cent).

e Public Account receipts and disbursements increased by 16.54 per cent
(R 1,206 crore) and 4.85 per cent (X 371 crore) respectively over the
previous year.

e (Cash balances of the Government at the end of the year 2013-14
(X 783.40 crore) increased by X 79 crore (11.22 per cent) over the previous
year. Of the above, X 193.83 crore was invested in Gol Treasury bills.
During the year, the Government obtained X 52.69 crore on three
occasions as Ways and Means Advances (W&M) from Reserve Bank of
India (RBI) in order to maintain the minimum cash balance of X 19 lakh.
The Government repaid X 52.72 crore to the RBI inclusive of X 3.64 lakh
as interest on these W&M advances during the year.

1.1.2 Fiscal reforms path in Goa

In compliance to the Twelfth Finance Commission (TwWFC) recommendations,
the Government of Goa enacted Fiscal Responsibility and Budget Management
Act (FRBM) in 2006 with a view to ensure prudence in fiscal management and
fiscal stability by progressive elimination of revenue deficit, greater
transparency in fiscal operations of the Government and conduct of fiscal
policy in a Medium Term Fiscal Framework.

To improve the States’ Fiscal consolidation, Ministry of Finance, Gol
(January 2011) directed the States to enact/amend their FRBM Acts to
conform to the fiscal reform path. It was observed that there was inordinate
delay in carrying out the necessary amendments in the FRBM Act by the State
Government, which was passed by the State Legislature in March 2014.

In consonance with the FRBM Act 2006 and Rules 2007, the State
Government was required to prepare Medium Term Fiscal Plan (MTFP) in the
indicating three year rolling target for the prescribed fiscal indicators to ensure
fiscal stability and sustainability while ensuring efficient provision of public
services.

However, the rolling targets for the years 2011-12 to 2013-14 in respect of
fiscal indicators specified in the FRBM Rules, 2007 had not been prepared by
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the Finance Department (Debt Management), Government of Goa
(December 2014).

1.1.3  Budget estimates vis-a-vis actual

The budget papers presented by the State Government provide estimation of
revenue and expenditure for a particular fiscal year. The importance of
accuracy in estimation of revenue and expenditure is widely accepted in the
context of effective implementation of fiscal policies for overall economic
management. Deviations from budget estimates are indicative of non-
attainment and non-optimisation of desired fiscal objectives.

Chart 1.1 presents the budget estimates and actual of some important fiscal
parameters for the year 2013-14.

Chart 1.1: Selected fiscal parameters: Budget estimates
vis-a-vis actuals in 2013-14
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The budget estimates envisaged revenue receipts of X 6,746 crore against
which the actual realisation was X 6,450 crore, a shortfall of T 296 crore
(4.39 per cent). The shortfall was mainly under non-tax revenue (X121 crore),
Grants-in-aid and contributions from Gol (X 75 crore) and central tax transfers
(X 300 crore); offset by more realisation under own tax revenue (X 200 crore).

Revenue expenditure was projected at X 7,092 crore against which the actual
expenditure was T 6,803 crore, a shortfall of X 289 crore (4.07 per cent).
Excess over expenditure was noticed in general services (X 53 crore). Shortfall
in actual over the estimates were under social services (X 100 crore) and
economic services (X 242 crore).

Interest payments were projected at I 826 crore against which the actual
payments were X 891 crore recorded below major head 2049. Capital
expenditure was projected at T 1,805 crore against which the actual
expenditure was X 1,008 crore.

The revenue deficit at X 353 crore increased by I seven crore
(2.02 per cent) whereas the fiscal deficit and primary deficit at
R 1,352 crore and T 461 crore respectively decreased by X 790 crore
(36.88 per cent) and X 855 crore (64.97 per cent) over the budget estimates of
the current year.
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1.2  Resources of the State

1.2.1 Resources of the State as per Finance Accounts

Revenue and Capital are the two streams of receipts that constitute the
resources of the State Government. Revenue receipts consist of tax revenues,
non-tax revenues, State’s share of union taxes and duties and grants-in-aid
from the Gol. Capital receipts comprise miscellaneous capital receipts such as
proceeds from disinvestments, recoveries of loans and advances, debt receipts
from internal sources (market loans, borrowings from financial
institutions/commercial banks) and loans and advances from Gol. Besides the
funds available in the Public accounts after disbursement is also utilised by the
Government to finance its deficits. Table 1.1 presents the receipts and
disbursements of the State during the current year as recorded in its Finance
Accounts while Chart 1.1 depicts the actual against the budget in various
components of the fiscal variables of the State during 2013-14. Further, Chart
1.2 depicts the composition of resources of the State during the current year.

Chart 1.2: Components and sub-components of resources

Revenue Revenue
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*Public Account Receipts (] 8,496 crore) - Public Account Disbursement (¥ 8,027 crore)

Chart 1.3 depicts the trends in various components of receipts during 2009-14,
while Chart 1.4 depicts the composition of resources of the State during the
year 2013-14.
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Chart 1.3 : Trends in aggregate receipts
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Chart 1.4 ; Composition of aggregate i'ecei'pt’s during 2013-14
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During 2009-14, total receipts' increased by 2 2,829 crore (52 per cent) from
% 5,452 crore in 2009-10 to X 8,281 crore in 2013-14. The increase of < 2,829
crore could be attributed to increase in Revenue receipts and capital receipts by
% 2,350 crore and X 717 crore respectively during 2009-14 and decrease in net
Public Account Receipts by X 238 crore.

The total receipts of the State for the year 2013-14 was X 8,281 crore of which
the Revenue receipts were X 6,450 crore (78 per cent), Capital receipts were
X 1,362 crore (16 per cent) and Public Account receipts were X 469 crore
(six per cent).

'During the current year the Net Public Accounts Receipts ( Public Accounts Receipts minus Public Accounts
Disbursement) are depicted in the total receipts, however, the gross Public Account Receipts were shown up to last
year.
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1.2.2 Funds transferred to State implementing agencies outside the State
budget

The Gol has been transferring sizeable quantum of funds directly to the State
implementing agencies” for implementation of various schemes/programmes in
social and economic sectors for human and social development of the
population. As these funds are not routed through the State Budget/State
Treasury System, the Annual Finance Accounts do not capture the flow of
these funds and to that extent, the State’s receipts and expenditure as well as
other fiscal variables/parameters derived from them are understated.

During 2013-14, the Gol transferred T 65.06 crore directly to the State
implementing agencies as against X 43.69 crore in 2012-13, an increase in
direct transfer of fund of X 21.37 crore (48.91 per cent) over the previous year.
The status of the funds directly transferred to some of the major State
implementing agencies by the Gol during 2013-14 in respect of major
programmmes are presented in Table 1.2.

Table 1.2: Funds transferred directly to the major State implementing
agencies

(¥ in crore)

Name of the .Name of t!le 2011-12 | 2012-13 | 2013-14 |Increase/Decrease
implementing .
programme B — (-)in2013-14
o over 2012-13
National Rural Health State Health Society, 12.20 12.43 13.29 0.86, (7)
Mission Goa
MP’s Local Area District Collector, 3.50 5.00 2.50 -2.5,(-50)
Development Scheme North Goa
MPLADS
MP’s Local Area District Collector, 8.00 4.50 8.00 3.5,(78)
Development Scheme South Goa
MPLADS
National Aids Control Goa Aids Control 3.43 2.52 4.56 2.04, (81)
Programme Society
Sarva Shiksha Abhiyan Goa Sarva Shiksha 10.79 6.71 13.33 6.62, (99)
Abhiyan Society
Na_thnal Hmﬂgulture Goa State Horticulture 2.25 1.25 4.17 2.92,(233)
Mission and Micro . ..
. Corporation Limited
Irrigation

(Source: Appendix VII of the Finance Accounts 2013-14)
Figures shown in brackets indicates change in per cent

It could be seen from the above table that there was significant increase in fund
flow to Goa State Horticulture Corporation Limited under National
Horticulture Mission and Micro Irrigation by X 2.92 crore (233 per cent), and
to Goa Sarva Shiksha Abhiyan Society under Sarva Shiksha Abhiyan by
% 6.62 crore (99 per cent).

Since these funds are generally not being spent fully by the implementing
agencies in the same financial year in which they are given, unspent balances
remain in their bank accounts. Unless uniform accounting practices are
followed by all these implementing agencies and proper documentation is

* State implementing agencies include any organisations/institutions including Non-Governmental organisations which
are authorised by the State Government to receive funds from the Government of India for implementing specific
programmes in the State.
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maintained with timely reporting of expenditure, it will be difficult to monitor
the end use of these direct transfers. The State Government has to put in place
an appropriate mechanism to ensure a complete picture of the resources under
its control.

1.3  Revenue receipts

Statement 11 of the Finance Accounts details the revenue receipts of the
Government. These consist of the State’s own tax and non-tax revenues,
Central tax transfers and grants-in-aid from Gol. The trends of revenue
receipts over the period 2009-14 are presented in Appendix 1.4 and Chart 1.5
and 1.6 respectively.

Chart 1.5 : Trends in revenue receipts
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It would be seen from the charts that the revenue receipts have shown a
progressive increase from X 4,100 crore in 2009-10 to X 6,450 crore in 2013-14
and increased by X 10.35 per cent (X 605 crore) during 2013-14 over the
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previous year. While 82 per cent of the revenue receipts during 2013-14 came
from the State’s own resources comprising of tax and non-tax revenue, the
central tax transfers and GIA together contributed the remaining 18 per cent.

State’s own resources consist of tax revenue and non-tax revenue. The share of
tax revenue in revenue receipts was between 39 and 56 per cent during
2009-14. Non-tax revenue as a per cent of revenue receipts had decreased from
42 per cent in 2009-10 to 26 per cent in 2013-14.

During 2004-05 to 2012-13, the State’s compound growth rate of revenue
receipts (15.70 per cent) was lower than that of other General Category States
(16.93 per cent). This growth rate for the period 2004-05 to 2013-14 further
decreased to 13.84 per cent (Appendix 1.1).

The trends in revenue receipts relative to GSDP at current prices are presented
in Table 1.3.

Table 1.3: Trends of revenue receipts relative to GSDP

H 2009-10 2010-11  2011-12 ‘ 2012-13 ‘2013-14

Revenue Receipts (RR) (Zin crore) 4100 5442 5781 5845 6450

States’ own taxes (¥ in crore) ‘ 1762 2139 2551 2940 3582

Rate of growth of RR (per cent) 16.21 32.73 6.22 1.11 10.35

Rate of growth of own taxes (per cent)‘ 4.01 21.39 19.26 15.24 21.84

RR/GSDP (per cent) 14.08 16.19 13.36 13.78 13.19

Buoyancy ratio’s ‘

Revenue Buoyancy w.r.t. GSDP 1.11 2.13 0.22 = 0.68

State’s own taxes buoyancy w.r.t.

GSDP 0.27 1.39 0.67 -- 1.43
Gross State Domestic Product

(GSDP) 29126 33605 43255 42407 48897
Growth rate of GSDP 14.61 15.38 28.72 -1.96 15.30

(Source: Finance Accounts for the years 2009-10 to 2013-14)
*GSDP figures in 2012-13 being negative, buoyancy cannot be calculated

The rate of growth of revenue receipts has been fluctuating during the last five
years and accounted for 10.35 per cent growth during the current year over
2012-13. The increase in revenue receipts during 2013-14 as compared to
previous year was due to the net effect of increase in tax revenue by
% 642 crore (21.83 per cent), share of Union taxes and duties by I 72 crore
(9.27 per cent) and X 61 crore (20.61 per cent) in grants from the Government
of India (Gol); offset by a decrease of non-tax revenue by X 171 crore
(9.31 per cent).

Revenue buoyancy, which is directly proportionate to growth of revenue
receipts and GSDP, widely fluctuated during the period due to fluctuations in
the growth rate of revenue receipts. During 2009-11, the higher growth rate of
revenue receipts relative to GSDP increased the revenue buoyancy ratio from
1.11 in 2009-10 to 2.13 in 2010-11.The revenue buoyancy ratio in 2013-14

* Buoyancy ratio indicates the elasticity or degree of responsiveness of a fiscal variable with respect to a given change
in the base variable. For instance, revenue buoyancy at 0.6 implies that revenue receipts tend to increase by 0.6
percentage points, if the GSDP increases by one per cent
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was 0.68. The ratio of State’s own tax buoyancy with reference to GSDP
increased from 0.27 in 2009-10 to 1.39 in 2010-11. The buoyancy of own tax
ratio in 2013-14 was 1.43.

1.3.1 State’s own resources

As the State’s share in Central taxes and grants-in-aid are determined on the
basis of recommendations of the Finance Commission, collection of Central
tax receipts, Central assistance for Plan Schemes ezc. the State’s performance
in mobilisation of additional resources should be assessed in terms of its own
resources comprising revenue from its own tax and non-tax sources.

The State’s actual tax and non-tax receipts for the year 2013-14 vis-a-vis
assessment made by Thirteenth Finance Commission (ThFC) and Budget
estimates of the State Government are given in Table 1.4 and Table 1.5

Table 1.4: Revenue receipts relative to ThFC and budget estimates
(T in crore)
Percentage variation of

ThFC Budget actual over
- 5 Actuals ——————— -
projection | Estimates ThFC Budget

projection Estimates
Tax revenue 3415.44 3381.55 3582.48

Non-tax revenue 843.05 1782.56 1661.56
(Source: Finance Accounts 2013-14, Budget books, ThFC report)

Table-1.5: Growth rate of Tax/Non-Tax revenue during the period 2009-14
2009-10 2010-11 2011-12

Tax revenue (< in crore) 1762 2139 2551 2940

Rate of growth (in per cent) 4.01 21.40 19.26 15.25 21.84
Non-Tax revenue (< in crore) 1731 2269 2314 1833 1662
Rate of growth (in per cent) 40.05 31.08 1.98 (-)20.79 (-)9.33

(Source: Finance Accounts of the respective years)

Table-1.4 shows that the actual realisation of tax revenue during the year was
higher than the normative assessment of ThFC and budget estimates by 4.89
per cent and 5.94 per cent respectively. The Non-Tax revenue of the State fell
short of budget estimates by 6.79 per cent. However, Non Tax revenue
exceeded the ThFC projections by 97.09 per cent.

1.3.1.1 Tax revenue

The components of State’s resource mobilisation during the period
2009-14 are presented in Table 1.6. The sector-wise components of tax
revenue are shown in Chart 1.7
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Table 1.6: Components of State’s resource mobilisation

State’s Own Tax

percentage in

Revenue 2009-10 2010-11  2011-12 2012-13  2013-14 2013-14 over

2012-13

Taxes on sales,

trades etc.

State excise 10.80

Taxes on vehicles 105 130 140 148 154 4.05

Stamp duty and 111 152 184 525 396 (-)24.57

Registration fees

Land revenue 11 8 8 11 454 4027.27

Taxes on goods 161 172 210 258 386 49.61

and passengers

Other taxes 128 158 174 208 248 19.23

Total 1762 2139 2551 2940 3582 21.84

Growth rate 4.01 21.40 19.26 15.25 21.84

(Source: State Finance Accounts of the respective years)

(Source: State Finance Accounts of the respective years)

The State’s own tax revenue has shown a progressive increase over the period
2009-14. The tax revenue in 2013-14 increased by X 642 crore (21.84 per cent)
over the previous year. The increase over the previous year was mainly under
(a) Land revenue by X 443 crore (4,027.27 per cent) due more receipts under
‘Land revenue tax’ (X 251 crore) and ‘Survey and Settlement operation’
(X 192 crore), (b) Sales tax by X 131 crore (8.31 per cent) due to more receipts
under ‘Value Added Tax’ (c¢) Taxes on goods and passengers by X 128 crore
(49.61 per cent), (d) Other taxes and duties on commodities and services by
% 40 crore (19.23 per cent) due to more receipts under ‘Entertainment tax’ and
‘Luxury tax’ and (e) State excise by X 23 crore (10.80 per cent) due to receipt
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of more excise duty on ‘Malt liquor’, Foreign liquors, spirits and licences efc.
which was offset by decrease in collections under Stamp and Registration fees
by X 129 crore.

During 2004-05 to 2012-13, the compound growth rate of tax revenue
(16.68 per cent) was higher than the growth rate of other General Category
States (16.42 per cent). This growth rate for the period 2004-05 to 2013-14
however decreased to 14.69 per cent (Appendix 1.1).

1.3.1.2

Details of composition of non-tax revenue receipts are shown in Table 1.7.

Non-tax revenue

Table 1.7: Composition of Non-Tax Revenue

(T in crore)

13.64 17.88 26.36 18.37 14.12 (-) 23.13

Divide and Pro 1.15 0.20 1.48 1.73 1.11 (-) 35.83

£ 0 1716.41 | 2250.52 228570 1812.80 | 1646.33 (-)9.18
C 9y

Ofai o 1731.20 | 2268.60 | 2313.54 1832.90 | 1661.56 (-)9.35

(Source: Finance Accounts of the State for respective years)

The non-tax revenue of the State decreased sharply by 9.35 per cent
(R 171 crore) from X 1,832.90 crore in 2012-13 to X 1,661.56 crore in
2013-14. The decrease over the previous year was mainly under
(a) Non-ferrous mining and metallurgical industries (X 293 crore) due to less
receipts from mineral concession fees and royalties, (b) Ports and light houses
(X 8.83 crore) (c) Interest receipts (X 4.25 crore) due to less receipts on
investment of cash balances and (d) Minor irrigation (X 4.07 crore) due to less
receipts under sale of raw water from ‘Opa and Panchwadi’ which was offset
by higher collection of fees proceeds towards Casino operation under ‘Other
Administrative services’ (X 23.12 crore).

The Non Tax revenue includes write off of central loans of ¥ 53.63 lakh on
account of central loans received from Gol under Central Plan Schemes and
Centrally Sponsored Schemes by ministries other than Ministry of Finance as
per the recommendation of the ThFC.

During 2004-05 to 2012-13, the compound growth rate of non-tax revenue
(12.22 per cent) was lower than the growth rate of other General Category
States (12.49 per cent). This growth rate for the period 2004-05 to 2013-14
however decreased to 10.79 per cent (Appendix 1.1).
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1.3.2 Grants-in-aid from Government of India
Details of Grants-in-aid from Gol are shown in Table 1.8.

Table 1.8: Grants-in-aid from Government of India
(Zin crore)
|  2009-10 2010-11  2011-12  2012-13 | 2013-14

Grants for State Plan schemes 88.18 352.85 148.38 155.79 185.88

Non-Plan grants ‘ 26.60 13.66 10.05 29.63 95.60
Grants for Central Plan Schemes ‘ 29.41 14.00 9.62 5.07 6.28

Grants for Central and Centrally 35.12 69.05 67.53 105.17 69.44
Sponsored Schemes

Total ‘ 179.31 449.56 235.58 295.66 357.20

Percentage of increase(+)/decrease (-) (-)2.08 150.71 | (-) 47.59 25.50 20.81
over previous year

Total grants as a percentage of Revenue| 4.37 8.26 4.07 5.06 5.54
Receipts

(Source: Finance Accounts of the State)

The grants-in-aid from Gol increased by 20.81 per cent from
% 295.66 crore in 2012-13 to X 357.20 crore in 2013-14. The increase was
mainly under Non-Plan grants (222.64 per cent) and Central Plan Schemes
(23.86 per cent), State Plan Schemes (19.31 per cent) set off by a decrease
under Central and Centrally Sponsored Plan Schemes (33.97 per cent).

1.3.3 Central tax transfers

The ThFC had recommended the State’s share of Central Taxes to be increased
to 32 per cent from 30.50 per cent as recommended by Twelfth Finance
Commission. The State’s share in the net proceeds of Central Tax (excluding
Service Tax) and net proceeds of Service Tax has been fixed at 0.26 and
0.27 per cent, respectively. During the year 2013-14, the State received
X 848.53 crore as the share of union taxes registering a growth of 9.17 per cent
over the previous year (X 777.21 crore).

The increase was mainly under Service Tax (X 24.68 crore), taxes on income
other than Corporation Tax (X20.78 crore), Excise duties (X 9.99 crore),
Corporation Tax (X 6.21 crore) and Customs Duty (X 9.30 crore).

1.3.4 Debt waiver under the debt consolidation and relief facilities

The ThFC had framed scheme of debt relief named the ‘Debt consolidation and
relief facilities’ on central loans released to State Governments by the
ministries other than ministry of Finance. During 2013-14 an amount of
% 53.63 lakh has been received by the State Government from Gol through the
Ministry of Water Resources, New Delhi for write-off of outstanding loans
under the centrally sponsored schemes as per the recommendation of the
ThFC.

1.3.5 Revenue arrears

The arrears of revenue as on 31 March 2014 in respect of some principal heads
of revenue as furnished by the Departments amounted to X 1,251.07 crore as
indicated in Table 1.9.
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Table 1.9: Arrears of revenue

Amount of
arrears as
on
31 March
2010

Amount of Arrears Revenue
arrears as more | Cases pending in arrears
Head of Revenue on than court pending
31 March three recovery

2014 years old No. Amount

Commercial Taxes
State Excise

Taxes on vehicles
Chief Engineer — Water
Resources Department

1) Water Tax

ii) Water Charges

iii) Rent on shops

iv) Hire charges of

machinery

Chief Engineer - Public

Works Department

i) Rent of Building/ Shops

ii) Water charges, meter
rent and sewerage
charges

Chief Electrical Engineer”

Energy charges

318.93

Agriculture 0.35 0.20 - - 0.35 3.27
Printing & Stationery’ - - - - - 1.42
Tourism 1.07 0.51 11 0.26 0.81 0.64
Director General of Police 0.22 0.11 1 0.03 0.19 -
Collector, South Goa

Land Tax 0.23 0.16 - - 0.23 -
Revenue recovery cases’ - - - - - -
River Navigation

Department Barge Tax 0.06 0.06 ! 0.06 ) U8
Total 1251.07 629.43 | 11276 | 34.40 1216.67 389.52

(Source: Information furnished by concerned Departments)

The arrears of revenue increased by 221.18 per cent during the last five years
from T 389.52 crore in 2009-10 to X 1,251.07 crore at the end of 2013-14. This
was equal to 23.86 per cent of the State’s own resources during the year. Of
the total outstanding arrears in 2013-14, X 629.43 crore was outstanding for
more than three years. The Government should ensure the speedy recovery of
huge arrears of revenue.

1.3.6 Optimisation of the ThFC grants

The ThFC was constituted by the President of India under Article 280 of the
Constitution on 13 November 2007 to give recommendations on specified
aspects of Centre-State fiscal relations during 2010-15 (award period). The
ThFC, as per the terms of reference, has three constitutionally mandated tasks
namely, the distribution of net revenues from the divisible pool of taxes,

* Excluding information pertaining to Divisions — I (Panaji), VII (Curchorem), XVI (Margao), XVII (Mapusa)
* Information not furnished by the Department
¢ Information not furnished by the Department
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grants-in-aid to the needy States and measures for supplementing the States’
resources for devolution to local bodies.

The various purposes and the details of grants released during the period
2013-14 are given in Table 1.10.

Table 1.10: Transfers recommended and actual release of Grants-in-aid

(Tin crore)

Expenditure under

Recommendation Actual Unutilised
Transfers relevant revenue ¢
Releases
heads of account
0| Local Bodies
| (a) Grants to PRIs 13.49 = = =
(b) General Performance Grant 924 1.66% 0.00 1.66
to PRIs
\ (c) Grants to ULBs 12.21 --
(d) General Performance Grant 336 _
to ULBs )
20| Disaster Relief
| (i) Disaster Relief Fund 2.57 3.547 1.43 2.30
| (ii) Capacity Building 1.00 --
3 Improving outcome grants
(i) Improvement in Justice .
. 3.00
Delivery
(i1) Incentive for issuing UIDs 0.40 --
(iii) Statistical Systems .
0.40
Improvement
(iv) Employee and Pension Data .
2.50
Base
(V) District Innovation Fund 0.40 --
(Vi) Reduction of infant 0.00 87.11 0.00 87.11
mortality rate
4 Environment related grants
a) Forest 9.22 6.92 3.24 8.59
\ b) Water Sector Management 4.00 --
5 \ Elementary Education 2.00 -
[ Roads and Bridges 10.00
0 State specific grants 50.00 -
| Total 128.79 99.23 4.67 99.66

(Source: Information furnished by Government of Goa)
@Taking in account previous years unutilised money

$ Amount received from Gol on 31.03.2014

#includes ¥ 2.25 crore pertaining to 2012-13

As of March 2014, the State Government received financial assistance of
% 99.23 crore against the recommendation of X 128.79 crore. As per Sample
Registration System of Registrar General of India, Infant Mortality Rate in
Goa was 10 per 1,000 births in 2011. On the basis of Sample Registration
System data collected annually, the incentive grant of I 87.11 crore for
2013-14 was released by Gol in September 2013. This amount was lying
unutilised with the Finance Department. The State Government did not state
any reasons for not releasing the amount to the Public Health Department.

1.4  Capital receipts

The Capital receipts of the State include non-debt and debt receipts. The non-
debt receipts include largely the proceeds from disinvestment of equity in
government companies/corporations and recoveries of loans and advances and

Audit Report (State Finances) for the year ended 31 March 2014



Chapter I — Finances of the State Government

debt capital receipts, credited under Public debt section of the consolidated

fund.

The debt receipts include Public debt which is further divided into broadly two
categories (a) loans/advances from the Gol and (b) Internal debt-borrowings
from banks, financial institutions through negotiated loans or open market
borrowings through issue of State Development loans. The Public debt receipts
during the year (X 1,349 crore) comprised internal debt of X 1,199 crore
(89 per cent) and Loans and advances from Gol of X 150 crore (11 per cent).
Market borrowings had a predominant share under internal debt, comprising
(83 per cent) followed by negotiated loans (13 per cent) and NSSF loans

(four per cent).

The trends and composition of Capital receipts during the years 2009-14 are

presented in Table 1.11.

Table 1.11 : Trends in growth and composition of Capital receipts

(% in crore)

Sources of State’s Receipts 2009-10 2010-11 2011-12 2012-13 2013-14
Capital Receipts ‘ 645 760 553 1552 1362
Miscellaneous Capital Receipts ‘ 0 0 0 0 0
Recovery of Loans and Advances 13 15 16 15 13
Public Debt Receipts 632 745 537 1537 1349
Internal debt 719 717 324 1371 1199
Growth rate (in per cent) 18.06 -0.27 -54.81 323.14 -12.54
Loans and Advances from Gol -87.18 28 213 167 150
Growth rate (in per cent) -61.11 132.18 660.71 -21.60 -10.17
Growth rate of debt capital receipts
(in per cent) -4.67 17.87 -27.91 186.22 -12.23
Growth rate of non-debt capital
receipts (in per cent) 30 15.38 6.66 -6.25 -13.33
Growth rate of GSDP (in per cent) ‘ 14.61 15.38 28.72 -1.96 15.30
Rate of growth of CR (per cent) ‘ -4.16 17.82 -27.24 180.65 -12.24

(Source : Finance Accounts of the State for the respective years)

Capital receipts of the State increased from I 645 crore in 2009-10 to
% 1,362 crore in 2013-14. Debt receipts had a predominant share in capital
receipts and were between 97 and 99 per cent during the period 2009-14.

1.5  Public Account receipts

Receipts and disbursements in respect of certain transactions such as small
savings, provident funds, reserve funds, deposits, suspense, remittances etc.
which do not form part of the Consolidated fund, are kept in the Public
Account set up under Article 266 (2) of the Constitution and are not subject to
vote by the State legislature. Here the Government acts as a banker/trustee for
the public money. The balance after disbursements is the fund available with

the Government for use.
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The net transactions under Public Account covering the period 2009-14 are
indicated in Table 1.12.

Table 1.12: Net transactions under Public Account
(% in crore)

Resources under various heads \ 2009-10 2010-11 2011-12 2012-13 2013-14
Net Public Account Receipts’
a. Small Savings, Provident Fund 252 155 171 150 115

etc.
b. Reserve Fund 155 129 67 169 112
c. Deposits and Advances 138 170 158 192 336
d. Suspense and Miscellaneous 91 -1 101 -699 -179
e. Remittances 71 5 -4 -178 85
Total 707 458 493 -366 469

(Source: Finance Accounts of the State for the respective years)

1.6  Application of resources

Analysis of the allocation of expenditure at the State Government level
assumes significance since major expenditure responsibilities are entrusted
with them. Within the framework of fiscal responsibility legislations, there are
budgetary constraints in raising the public expenditure financed by deficit or
borrowings. It is therefore, important to ensure that the ongoing fiscal
correction and consolidation process at the State level is not at the cost of
expenditure especially directed towards development and social sectors.

1.6.1 Growth and composition of expenditure
The total expenditure and its compositions during the years 2009-10 to

2013-14 are presented in the Table 1.13.

Table 1.13: Total expenditure and its composition

(Tin crore)

| 2009-10  2010-11  2011-12  2012-13 2013-14

Total Expenditure 5348 6021 6677 7007 7815
e e | 4227 4784 5484 6061 6803
. (79) (79) (82) (87) (87)
of which, Non-Plan Revenue 3469 3857 4374 4811 5092
Expenditure
. . 1084 1221 1184 942 1008
Capital Expenditure (20) (20) (18) (13) (13)
37 16 9 4 4
Loans and Advances
(@) (@)

(Source : Finance Accounts of the State)
Figures in parentheses indicate percentage to total expenditure

Chart 1.8 presents the trends in total expenditure over a period of last five
years (2009-14) and its composition in terms of ‘expenditure by activities’ is
depicted in Chart 1.9.

"Net Public Account receipts= Public Account Receipts-Disbursement and Suspense and Miscellaneous and Reserve
fund figures depicted after excluding Investment figures
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1221
16

—&— Total expenditure —#— Revenue expenditure
Non plan revenue expenditure —&— Capital expenditure
—¥— Loans and advances

(Source: Finance Accounts of the State)

Total expenditure

The total expenditure of the State increased at an average growth rate of
11.53 per cent from X 5,348 crore in 2009-10 to X 7,815 crore in 2013-14. The
total expenditure, its annual growth rate, the ratio of expenditure to the GSDP
and to revenue receipts and its buoyancy with respect to GSDP and revenue
receipts are indicated in Table 1.14.

During 2004-05 to 2012-13, the compound growth rate of total expenditure
(14.48 per cent) was lower than the growth rate of other General Category
States (15.37 per cent). This growth rate decreased to 12.77 per cent for the
period 2004-05 to 2013-14 (Appendix 1.1).

Table 1.14: Total expenditure — basic parameters
(% in crore)

009-10 01 | ) | 4
otal expend ; 5348 6021 6677 7007 7815

Rate of gro 0 p 2291 12.58 10.89 4.94 11.53
Reve eipts (RR 4100 5442 5781 5845 6450
Rate of gro of RR (per ce 16.21 32.73 6.22 1.11 10.35
DP ratio 18.36 17.92 15.44 16.52 15.98
RR atio e 76.66 90.38 86.58 83.42 82.53
; 0 ) 0 0ta expe d O nfore 0 0
DP (ratic 1.57 0.82 0.38 -- 0.75
RR (ratio 1.41 0.38 1.75 4.46 1.11

(Source: Finance Accounts of the State)
" GSDP figures in 2012-13 being negative, buoyancy cannot be calculated

The increase of I 808 crore (11.53 per cent) in total expenditure in
2013-14 over the previous year was on account of an increase of X 742 crore
and T 66 crore in revenue and capital expenditure respectively.

The ratio of total expenditure to GSDP decreased from 18.36 per cent in
2009-10 to 15.98 per cent in 2013-14, mainly due to increase in the GSDP
growth at a faster rate as compared to total expenditure. The ratio of revenue
receipts to total expenditure increased from 76.66 per cent in 2009-10 to
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90.38 per cent in 2010-11. However, it gradually decreased to 82.53 per cent
in 2013-14, which shows that 82.53 per cent of the total expenditure was met
from revenue receipts.

The ratio of buoyancy of total expenditure with reference to GSDP was 0.75 in
2013-14. This indicated that during 2013-14 for each one per cent increase in
GSDP; total expenditure grew by 0.75 per cent.

Of the total expenditure during 2013-14, Non-Plan expenditure contributed
65 per cent while Plan expenditure was 35 per cent. Of the increase of
X 808 crore in total expenditure, the Non-Plan expenditure accounted for
36 per cent, while the contribution of Plan expenditure was 64 per cent.

During 2004-05 to 2012-13, the compound growth rate of capital expenditure
(10.43 per cent) was lower than the growth rate of other General Category
States (17.01 per cent). This growth rate for the period 2004-05 to 2013-14,
further decreased to 9.22 per cent (Appendix 1.1).

Trends in total expenditure in terms of activities

In terms of the activities, total expenditure could be considered as being
composed of expenditure on General Services including interest payments,
Social and Economic Services, grants-in-aid and loans and advances. Relative
shares of these components in the total expenditure are indicated in Table 1.15
and Chart 1.9.

Table 1.15: Components of expenditure — relative shares

(in per cent)
2009-10 ‘ 2010-11 ‘ 2011-12 2012-13 2013-14
General Services 28.61 28.11 27.47 28.46 29.04
of which, Interest Payments 10.90 10.79 10.55 11.43 11.40
Social Services 21.93 21.86 22.30 24.43 26.05
Economic Services 37.81 36.94 37.67 36.16 32.82
Grants-in-aid 10.96 12.82 12.43 10.89 12.04
Loans and Advances 0.69 0.27 0.13 0.06 0.05

(Source: Finance Accounts of the State)

Chart 1.9 : Trends in composition of Total Expenditure by
Activities during 2009-14 (Share in per cent)
29.04 26.05 32.82  12.04 0.05
2013-14 | | |IE 5
43 36.16 10.89 0.06
2012-13 1 —
22.30 37.67 12.43 0.13
2011-12 l I (=
28.11 21.86 36.94 12.82 0.p7
2010-11
9
2009-10
0% 20% 40% 60% 80% 100%
OGeneral Services OSocial Services OEconomic Services
O Grants-in-aid OLoans and Advances
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It may be seen from Table 1.15 that the movement of the relative shares of the
above components of expenditure indicated that shares of General Services
and Social Services, increased during the year 2013-14 over the previous year.
These increases were offset by decreases in Economic Services and loans and
advances.

The share of General Services in total expenditure increased mainly on account
of Interest payments (X390 crore), Pension and other related benefits
(X 78 crore), and Police (X 17 crore), whereas the share of Social Services
increased mainly due to Social Security and Welfare (X 148 crore), General
Education (X 119 crore) and Sports and Youth Services (X 51 crore).

The decrease in the share of Economic Services during the period
2013-14 was due to less contribution on purchase of Power (X 72 crore). The
increase in grants-in-aid was mainly due to increase in grants to the Education
institutes.

Revenue expenditure

Revenue expenditure constituted 87.05 per cent of the total expenditure in
2013-14. The increase in revenue expenditure during 2013-14 over the
previous year was mainly on (a) Social Security and Welfare
(R 148 crore), (b) General Education (X 119 crore), (c) Interest payments
(R 90 crore), (d)Pension and other Retirement Benefits (X 78 crore),
(¢) Non ferrous mining and Metallurgical Industries (X 71 crore),
(f) Sports and Youth Services (X 51 crore) and (g) Welfare of Scheduled
Castes, Scheduled Tribes and Other Backward Classes (X 47 crore).

Incidence of revenue expenditure

The bulk of total expenditure goes towards revenue expenditure. Revenue
expenditure is incurred to maintain the current level of services and payment
for past obligations and as such, does not result in any addition to the State’s
infrastructure and service network. The overall revenue expenditure, its rate of
growth, the ratio of revenue expenditure to GSDP and to revenue receipts and
its buoyancy are indicated in Table 1.16.

Table 1.16: Revenue expenditure — basic parameters

( in crore)
2010-11 2011-12 2012-13 2013-14

Revenue Expenditure (RE), of which
Non-Plan Revenue Expenditure (NPRE)
Plan Revenue Expenditure (PRE)
Rate of Growth of

RE (per cent)

NPRE (per cent)

PRE (per cent)
Revenue Expenditure as percentage to TE
NPRE/GSDP (per cent)
NPRE as percentage of TE
NPRE as percentage of RR
Buoyancy of Revenue Expenditure with
GSDP (ratio)
Revenue Receipts (ratio)

(Source : Finance Accounts of the State)
" GSDP figures in 2012-13 being negative, buoyancy cannot be calculated
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The revenue expenditure in 2013-14 increased by Y742 crore
(12.24 per cent) over the previous year. The buoyancy ratio of revenue
expenditure with reference to both GSDP and revenue receipts showed a
fluctuated trend. The revenue expenditure was less (4.07 per cent) than the
assessment made by the State Government in its budget estimates for the year
2013-14.

Plan Revenue Expenditure

The Plan Revenue Expenditure increased by ¥ 461 crore (36.88 per cent)
during 2013-14, mainly due to increase in expenditure under Social Welfare
and Nutrition (X 132 crore), Education, Sports, Arts and Culture (X 98 crore),
Agriculture and Allied Activities (X 54 crore), Welfare of Scheduled Castes,
Scheduled Tribes and Other Backward Classes (X 46 crore) and Health and
Family Welfare (X nine crore).

Non-Plan Revenue Expenditure

The Non-Plan Revenue Expenditure (NPRE) in 2013-14 constituted a
dominant share of 74.85 per cent in the revenue expenditure and increased by
% 281 crore (5.84 per cent) over the previous year. The variations in NPRE
under the major heads indicate increase in expenditure under Interest payments
(X 90 crore), Education, Sports, Art and Culture (X 75 crore), Pension and other
retirement benefits (X 76 crore), Water supply, Sanitation, Housing and Urban
Development (X 33 crore), Health and Family Welfare (X 23 crore).

The NPRE as percentage of revenue receipts decreased from
84.60 per cent in 2009-10 to 70.87 per cent in 2010-11 but increased to
82.31 per cent in 2012-13. However, it reduced to 78.95 per cent during
2013-14 indicating that 78.95 per cent of the revenue receipts were used to
meet the NPRE.

Table 1.17 provides the comparative position of NPRE with reference to
assessments made by ThFC and the projections of the State Government in the
budget estimates.

Table 1.17: NPRE vis-a-vis assessment made by the ThFC, budget and actual

(Tin crore)
Year Assessments made by Projections in the Actuals
the ThFC budget
2012 -13 ‘ 2944.42 5212.93 4810.98
2013 -14 ‘ 3173.93 5130.81 5091.74

The NPRE remained significantly higher than the normative assessments made
by the ThFC but were less than the projections made in the budget during the
years 2012-13 and 2013-14.

Subsidies

Subsidies during the years 2009-10 to 2013-14 are presented in the
Table 1.18.
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Table 1.18: Subsidies

2013-14  2013-14

2009-10 2010-11 2011-12 2012-13 BE Actuals

Subedics 72.02 20131 | 160.15
(1.41) (132) A7) | @26 | 98 | (248

Uil evee 4227 4784 5484 6061 7092 6803

Expenditure

Revenue Receipts 4100 5442 5781 5845 6746 6450

(Source : Finance Accounts of the State)
Figures in parentheses indicate percentage to Revenue Receipts

Table 1.18 indicates that expenditure under subsidies increased by
21 per cent from X 132.34 crore in 2012-13 to X 160.15 crore in 2013-14.
During the current year, subsidies constituted 2.48 per cent of Revenue
receipts and about 2.35 per cent of the total revenue expenditure. The major
recipients of subsidy include Agriculture and Allied Activities (X 108.98 crore)
and Transport (X 38.68 crore).

Capital expenditure

Capital expenditure (X 1,008 crore) constituted 12.89 per cent of the total
expenditure in 2013-14. The increase of X 66 crore (seven per cent) in capital
expenditure during 2013-14 was mainly on account of increase in expenditure
on Tourism (X 24 crore), Water supply, sanitation, Housing and Urban
Development (X nine crore) and Industry and minerals (X five crore).

Loans and advances

Loans and advances (R four crore) constituted only 0.05 per cent of the total
expenditure in 2013-14. The repayments were more by X 8.32 crore as against
loan of X 4.25 crore disbursed by the State Government during the current
year.

1.6.2 Committed expenditure

The committed expenditure of the State Government on revenue account
mainly consists of interest payments, expenditure on salaries and wages and
pensions. Inspite of the recommendations of the TwFC, the statement of
committed liabilities is not included in the Finance Accounts by the State
Government. Chart 1.10 and Table 1.19 present the trends in the expenditure
on these components during 2009-14.

Table 1.19: Components of Committed expenditure

(¥ in crore)
Components of 2013-14 2013-14
Committed 2009-10  2010-11  2011-12 2012-13
. BE Actuals
Expenditure
Salaries & Wages of
which

9003.88 | 967.89 | 1097.27 | 1196.83 1451 | 1324.07
Non=Flanfiead (18.98) | (2047 | (151 | (20.53)
166.60 182.73 239.30 257.50 354 287.92

Hlantead 14| (441 (5.25) | (4.46)
ol 107048 | 1150.62 | 133657 | 145433 1805 |1611.99%
2610 | @L14)| (2312)| (2488) | (26.76) | (24.99)
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Iniorest Paviments 583.00 | 65036 | 705.17 | 800.71 826 | 890.66
¥ (14.22) | (11.95) | (12200 | @3.70)| (12.24) | (13.81)
. 349.65 | 373.81| 41030 | 487.41 508 | 564.99
Pensions
(8.53) (6.87) (7.10) | (8.34) 7.53) | (8.76)
Total Committed 2003.13 | 217479 | 2452.04 | 274245 3139 | 3067.64
expenditure (48.85) | (39.96) | (4241 | 46.91) | (46.53) | (47.56)
Other Commonents 222434 | 260899 | 3031.46 | 3318.89 3953 | 3735.64
omp (52.83) | (47.94) | (5244) | (56.78) | (58.60) | (57.92)
UGG 422747 | 4783.78 | 5483.50 | 6061.34 7092 | 6803.28
Expenditure
Revenue Receipts 4100.27 | 5441.94 | 5780.73 | 5845.43 6746 | 6449.77

(Source : Finance Accounts of the State)
Figures in parentheses indicate percentage to Revenue Receipts
*Salaries : X 1,589.09 crore + Wages : X 22.90 crore (Finance Accounts)

Chart 1.10: Committed expenditure-Trends in share of its
components (2009-14)
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(Source: Finance Accounts of the State)

Salaries and Wages

The average annual growth in salaries and wages during 2009-14 was
12.66 per cent. The expenditure on salaries and wages (including grants-in-aid
component) increased by I157.66 crore (10.84 per cent) from
% 1,454.33 crore in 2012-13 to X 1,611.99 crore in 2013-14. Salaries and wages
were 24.99 per cent of the revenue receipts.

During 2004-05 to 2012-13, the compound growth rate of salary and wages
(16.35 per cent) was higher than the growth rate of other General Category
States (14.73 per cent). This growth rate for the period 2004-05 to 2013-14
however decreased to 14.41 per cent (Appendix 1.1).

Pension payments

The expenditure on pension payments increased at an average annual growth
of 1535 per cent. The increase in pension payments of
X 77.58 crore (15.91 per cent) during 2013-14 over the previous year was due
to higher expenditure on Superannuation and retirement allowances, pensions
to employees of State aided educational institutions, gratuity and family
pensions.
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During 2004-05 to 2012-13, the compound growth rate of pension
(16.86 per cent) was lower than the growth rate of other General Category
States (18.34 per cent). This growth rate for the period 2004-05 to 2013-14
further decreased to 14.86 per cent (Appendix 1.1).

Table 1.20 below shows actual Pension and other retirement benefits with
reference to assessment made by the ThFC and projections of the Government
in the budget.

Table 1.20: Pension and other retirement benefits vis-a-vis ThFC
assessment and State’s projection

(T in crore)
Year Assessments made by Projections in the Actuals
the ThFC budget
2012 -13 508.12 487.41

2013-14 257.61 508.19 564.99

The expenditure on Pension and Other Retirement benefits to State
Government employees during the year was I 564.99 crore. The pension
payments during 2012-13 and 2013-14 were higher than the normative
assessment made by the ThFC. The pension payments with reference to the
projections made in budget was lower during 2012-13 while it was higher
during 2013-14.

In order to limit future pension liabilities, the Government had introduced the
Defined Contribution Pension Scheme for employees recruited after 05 August
2005. An amount of X 119.86 crore towards employee’s contribution and
employer’s share was deposited during 2013-14 under the head ‘8342-Other
Deposits, 117-Defined Contribution Pension Scheme for Government
employees’. The State Government’s liability on this account as on
31 March 2014 was X 405.61 crore.

The Directorate of Accounts stated (May 2014) that 20,091 employees of the
State Government of Goa were registered under New Pension Scheme and an
amount of X 24.23 crore has been transferred to National Securities Depository
Limited (Pension Fund Manager) as on 31 March 2014. The process for
transfer of balance funds to the Fund Manager was stated to be under
consideration.

Interest payments

The expenditure on interest payments increased at an average annual growth of
13.19 per cent from X 583 crore in 2009-10 to X 890.66 in 2013-14, primarily
due to an increase in debt liabilities. However, relative to revenue receipts,
interest payments declined from 14.22 per cent in 2009-10 to 11.95 per cent in
2010-11 and increased to 13.81 per cent during 2013-14.
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Table 1.21: Interest payments vis-a-vis ThFC assessments and State’s

projections in the budget
(T in crore)
Year Assessments made by | Projections in the Actuals
the ThFC budget
2012 -13 843.50 748.62 800.71

2013 -14 934.51 825.60 890.66

The interest payments during 2012-13 and 2013-14 were lower than the
normative assessments made by the ThFC while they were higher than the
projections of the State Government.

During 2013-14, the State Government raised open market loans of X 990 crore
at an average interest rate of 8.90 per cent. The Government also borrowed
X49.66 crore from National Small Savings fund, X 106.60 crore from the
National Bank for Agriculture and Rural Development, X 52.69 crore as ways
and means advances from RBI and X 149.83 crore from Gol during the year.

The increase in interest payments by X 89.95 crore (11.23 per cent) in 2013-14
over the previous year was mainly due to increase in interest paid on market
loans (X 67 crore), interest on special securities issued to the National Small
Savings Fund of the Central Government and other debts (I seven crore),
interest on State Provident Fund (X 10 crore) and interest on deposits
(X six crore).

1.6.3 Financial assistance by State Government to local bodies and
other institutions

Financial assistance to local bodies and other institutions constituted
13.83 per cent of the revenue expenditure during 2013-14.

The quantum of assistance provided by way of grants and loans to local bodies
and others during 2013-14 relative to the previous years is presented below:

Table 1.22: Financial assistance to local bodies and other institutions
(T in crore)

Institutions 2009-10 2010-11 = 2011-12  2012-13  2013-14

Educational Institutions (Aided
Schools, Aided Colleges,
Universities etc.)

Municipal Corporations and

Municipalities

Zilla Parishads and Other
Panchayati Raj Institutions
Other Institutions

Total

Assistance as per percentage of
RE

(Source : Finance Accounts of the State)

It would be seen from Table 1.22 that the financial assistance by the
Government increased from X 590.20 crore in 2009-10 to X 941.19 crore in
2013-14. As compared to previous year, the assistance in 2013-14 increased by
18.25 per cent.
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During the year 2013-14, financial assistance given to (a) Educational
institution (Aided schools, Aided colleges, Universities etc.) increased by
% 49 crore mainly due to payment of more assistance to non-government
colleges and (b) Other institutions by T 92 crore mainly due to increased
assistance given to Tourism (% 33.00 crore), Road transport (X 26.89 crore) and
Fisheries (X 2.30 crore).

1.6.3.1 State Finance Commission

The Second State Finance Commission (SSFC) was set up in August 2005 to
recommend devolution of powers, functions, responsibilities and resources to
Urban Local Bodies (ULBs). The Commission recommended
(December 2007) devolution of all the 11 functions to ULBs for economic
development and social justice as listed in the Goa Municipalities Act, 1968.
Of the 11 functions to be devolved to the ULBs only seven functions and one
activity in one function have been transferred as of April 2014. In addition to
this, the function of Urban Poverty Alleviation and the activity of Solid Waste
Management under Public Health and Sanitation not envisaged in the Act have
also been transferred to ULBs.

Similarly, the SSFC recommended devolution of all the 28 functions and 74
activities to Village Panchayats (VPs) and 25 functions and 47 activities to
Zilla Panchayats (ZPs) for economic development and social justice as listed in
Schedule I and II of the Goa Panchayat Raj Act, 1994 respectively.

The Government constituted a committee of Group of Ministers
(February 2013) to study/examine the recommendations of the SSFC on
activity mapping and prepare explanatory memorandum on the
recommendations of the SSFC. The report of the committee is awaited
(April 2014). The recommendations of the SSFC are yet to be approved though
the five year period as envisaged by the Commission ended in March 2012.

The Third State Finance Commission for the period from 2012-13 to 2016-17
has not been constituted so far (March 2014).

1.6.3.2 Audit arrangements

The audit of ULBs and VPs is carried out by the CAG under section 14 of
CAG’s (Duties, Powers and Conditions of Service) Act, 1971. The
Government of Goa has entrusted Technical Guidance and Supervision over
accounts and audit of Local Bodies to the CAG in November 2006. By virtue
of section 194 of the Goa Panchayat Raj Act, 1994 the CAG is the sole auditor
for ZPs. The audit is conducted under section 20 (1) of the CAG’s DPC Act,
1971.

‘ 1.7  Quality of expenditure

The availability of better social and physical infrastructure in the State
generally reflects the quality of its expenditure. The improvement in the
quality of expenditure basically involves three aspects viz., adequacy of the
expenditure (i.e. adequate provisions for providing public services); efficiency
of expenditure use and effectiveness (assessment of outlay-outcome
relationships for select services).
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1.7.1 Adequacy of public expenditure

The expenditure responsibilities relating to the social sector and the economic
infrastructure assigned to the State Governments are largely State subjects.
Enhancing human development levels requires the States to step up their
expenditure on key social services like education, health efc. Low fiscal
priority (ratio of expenditure under a category to aggregate expenditure) is
attached to a particular sector, if it is below the respective national average. An
analysis of the fiscal priority of the State Government with regard to
development expenditure, social expenditure and capital expenditure during
2010-11 and 2013-14 has been indicated in Table 1.23.

Table 1.23: Fiscal priority of the State in 2010-11 and 2013-14

Fiscal priority by the AE/ DE*/AE SSE/ Education, Health and
State GSDP AE sports, art family
and culture/ | welfare/AE
AE

*QGeneral Category States
Average (Ratio) 2010-11

Goa’s Average (Ratio)
2010-11
General Category
Average (Ratio)
2013-14
Goa Average (Ratio)
2013-14
(Source: For GSDP, information collected from Ministry of Statistics and Programme Implementation)
Quick estimates of 2013-14 provided by Directorate of Statistics and Planning Department, GoG
*General Category States exclude three states 7.e. Delhi, Goa and Puducherry
AE: Aggregate Expenditure; DE: Development Expenditure, SSE: Social Sector Expenditure,
CE: Capital Expenditure
# Development Expenditure includes Development Revenue Expenditure, Development Capital
expenditure and Loans and Advances disbursed

As shown in Table 1.23, the comparison of fiscal priority given to different
categories of expenditure of the State in 2010-11 and 2013-14 is given below:

e The ratios of AE to GSDP in 2010-11 and 2013-14 (17.91 per cent and
15.98 per cent) were higher in the State as compared to the ratio of other
General Category States (15.78 per cent and 15.92 per cent). This meant that
the State was spending more as a proportion of their GSDP when compared to
General Category States.

e The Government has given adequate fiscal priority to Development
expenditure®. Development expenditure as a proportion of aggregate
expenditure in the State was higher than the General Category State’s average
in 2010-11 and 2013-14. Development expenditure consists of both economic
and social service sector expenditure. The social sector expenditure as a
proportion of aggregate expenditure in the State remained lower than that of
the General Category States in 2010-11and 2013-14. As observed from the

The expenditure data is segregated into development and non-development expenditure. All expenditure relating to
Revenue Account, Capital Outlay and Loans and Advances are categorised into Social Services, Economic Services
and General Services. Broadly, the Social and Economic Services constitute development expenditure, while
expenditure on General Services is treated as non-development expenditure
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above table, adequate priority needs to be given to education sector as the ratio
under this sector was below the General Category States average during
2010-11 and 2013-14.

The ratio of CE to AE in the State (20.27 per cent) was higher in 2010-11 as
compared to the ratio (13.49 per cent) of General Category States whereas, in
2013-14 it was lower (12.89 per cent) than the ratio (13.62 per cent) of
General Category States. Greater fiscal priority needs to be given to Capital
Expenditure as increased priority to physical capital formation will increase
the growth prospects of the State by creating durable assets.

Improvement was observed in the ratio of expenditure on Health and Family
welfare to AE which increased from 5.77 per cent in 2010-11 to 5.91 per cent
in 2013-14, indicating that priority given to these areas in Goa was higher than
that in other General Category States.

1.7.2 Efficiency of expenditure use

In view of the importance of public expenditure on development heads from
the point of view of social and economic development, it is important for the
State Governments to take appropriate expenditure rationalisation measures
and lay emphasis on provision of core public’ and merit goodslo. Apart from
improving the allocation towards development expenditure, particularly in
view of the fiscal space being created on account of decline in debt servicing
in recent years, the efficiency of expenditure use is also reflected by the ratio
of capital expenditure to total expenditure (and/or GSDP) and proportion of
revenue expenditure being spent on operation and maintenance of the existing
social and economic services. The higher the ratio of these components to total
expenditure (and/or GSDP), the better would be the quality of expenditure.
Table 1.24 and Chart 1.11 present the trends in DE relative to the AE of the
State during the current year vis-a-vis budget estimates of the current year and
the actual expenditure during the previous years.

® Core public goods are those which all citizens enjoy in common in the sense that each individual’s consumption of
such goods leads to no subtractions from any other individual’s consumption of those goods, e.g. enforcement of law
and order, security and protection of citizen’s rights; pollution free air and other environmental goods and road
infrastructure efc.

Merit goods are commodities that the public sector provides free or at subsidised rates because an individual or
society should have them on the basis of concept of need, rather than ability and willingness to pay the Government
and therefore wishes to encourage their consumption. Examples of such goods includes the provision of free or
subsidised food for the poor to support nutrition, delivery of health services to improve quality of life and reduce
morbidity, providing basic education to all, drinking water and sanitation etc.
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Table 1.24: Development expenditure

(Zin crore)
2013-14

e it 2009-10  2010-11  2011-12  2012-13

Development Expenditure

Development Expenditure 3785
(atoc) (70.80) (71.70) | (72.45) | (71.50) (73.66) (70.91)

a.

. Development Capital 904 1016 982 808 1489 815

. Development Loans and 4 5 6 1 3 0

4838 5010 6561 5542

4317

Development Revenue 2877 3296 3850 4201 5069 4727
Expenditure (53.80) (54.74) | (57.66) | (59.95) | (56.91) | (60.48)

Expenditure (16.90) | (16.87) | (14.71) | (11.53) | (16.71) | (10.42)

Advances (0.10) 0.08) | (0.08) | (0.01) | (0.03) | (0.00)

(Source : Finance Accounts of the State)
Figures in the parentheses indicate as percentage of total expenditure

Chart 1.11 : Development expenditure for the years
2009-10 to 2013-14

and budget estimates vis-a-vis actuals 2013-14
5069

-~
=
5

=
=

e

2009-10 2010-11 2011-12 2012-13 2013-14 BE 2013-14
Actuals

ODevelopment revenue expenditure HDevelopment capital expenditure
ODevelopment loans and advances

(Source: Finance Accounts of the State)

Development revenue expenditure

The development revenue expenditure increased by 526 crore
(12.52 per cent) from 4,201 crore in 2012-13 to 4,727 crore in
2013-14. The increase was under Social Services (X 428 crore) and Economic
Services (X 98 crore). The actual development revenue expenditure in 2013-14
was less than the State’s projection in the budget by X 342 crore.

Development capital expenditure

The development capital expenditure increased marginally by
X seven crore (0.86 per cent) from X 808 crore in 2012-13 to T 815 crore in
2013-14. The decrease under Social Services was X 14 crore (mainly under
Education, Sports, Art and Culture) while increase under Economic Services
X 21 crore (mainly under Agriculture and Allied Activities, Irrigation and
Flood Control and Tourism). The actual development capital expenditure was
also less than the State’s projection in the budget by X 674 crore.
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Development loans and advances

Development Expenditure in respect of loans and advances during
2013-14 was ‘Nil’. The actual development loans and advances were less than
the State’s projections in the budget of 2013-14 by X three crore.

Table 1.25 provides the details of capital expenditure and the component of
revenue expenditure incurred on the maintenance of the selected social and
economic services.

Table 1.25: Efficiency of expenditure used in selected Social and Economic

Services
(in per cent)
DCiA ONO } C | | 4
c 0 are o are o are o
0 C 0
0
ducations, Sports, Art and 7.27 24.53 4.87 23.38
and Fa elfare 2.60 7191 3.76 74.67
9]0, a all10 O g
4 Urban Dovelobme 22.22 12.69 22.48 12.03
! 8 ) b 6
110
AL e & Allied A C 7.77 39.77 9.55 34.02
gation 4 ood Lontro 56.33 39.03 62.08 37.70
Power & crg 14.10 11.84 10.94 13.81
po 51.03 29.37 48.43 28.51

014 6.14 Vi | 4 | 4

(Source: Finance Accounts of the State for the year 2012-13 and 2013-14)
TE: Total expenditure in the concerned sub sector; CE: Capital Expenditure; RE: Revenue Expenditure

The trends presented in Table 1.25 reveal that development -capital
expenditure as a percentage to total expenditure in the sub sector decreased
from 16.14 per cent in 2012-13 to 14.70 per cent in 2013-14. The percentage
of capital expenditure on Social Services to the total expenditure in the sub
sector decreased from 7.83 in 2012-13 to 6.15 in 2013-14. The decrease was
mainly seen under Education, Sports, Art and Culture. The percentage of
capital expenditure on Economic Services to the total expenditure in the sub
sector decreased from 23.75 in 2012-13 to 23.47 in 2013-14. The decrease was
mainly seen under Power & Energy and Transport.

The share of salaries in revenue expenditure decreased marginally from
24.70 per cent in 2012-13 to 24.13 per cent in 2013-14.The share of salaries in
revenue expenditure on Social services decreased from 29.53 per cent in
2012-13 to 27.76 per cent in 2013-14. The decrease was mainly under
Education, Sports, Art and Culture and Water Supply, Sanitation, Housing and
Urban Development. The share of salaries in revenue expenditure on
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Economic Services increased marginally from 19.35 per cent in 2012-13 to
19.56 per cent in 2013-14. The increase was mainly under Power and Energy.

| 1.8  Analysis of Government expenditure and investments

In the post-FRBM framework, the State is expected to keep its fiscal deficit
(and borrowings) not only at low levels but also meet its capital
expenditure/investment (including loans and advances) requirements. In
addition, in a transition to complete dependence on market-based resources,
the State Government needs to initiate measures to earn adequate returns on its
investments and recover its cost of borrowed funds rather than bearing the
same on its budget in the form of implicit subsidy and take requisite steps to
infuse transparency in financial operations. This section presents the broad
financial analysis of investments and other capital expenditure undertaken by
the Government during the current year vis-a-vis previous years.

1.8.1 Financial results of irrigation works

The financial results in respect of irrigation works have not been worked out.
The Government incurred expenditure of X 58.39 crore on maintenance of
irrigation projects in the State during 2013-14, which was X 7.24 crore more
than the maintenance expenditure during the previous year (X 51.15 crore)'".

1.8.2 Incomplete projects

As of 31 March 2014, there were 37 incomplete projects valuing more than
R one crore each, on which ¥ 1,628 crore had already been expended.
Department-wise information of the incomplete projects is given in
Table 1.26.

Table 1.26: Department-wise Profile of Incomplete Projects

(Tin crore)
Number of Initial Revised total Cumulative actual
Department incomplete budgeted cost of Cost over run expenditure as on
projects cost projects 31.3.2014

Public Works

Department Not available

Not available

Water Resources
Department
(1) Tillari
Irrigation
Project

1581.45

1612.15 1394.93

312.60 1612.15 1394.93

1628.24

(Source: Finance Accounts of the State and information received from Goa Tillari Irrigation
Development Corporation)

The Tillari Irrigation project, a joint venture of the Government of
Maharashtra and the Government of Goa, which commenced in 1986 remained
incomplete mainly due to delay in proceedings of land acquisition and is
expected to be completed in March 2015. The Goa Tillari Irrigation project

"' The previous year’s (2012-13) figure reported by the Water Resources Department in 2013-14 was different from
those furnished last year (X 56.09 crore). However, the reasons for difference in figures were not furnished by the
Department
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had since been dissolved in September 2014 as per Section 65 of the Goa
Tillari Irrigation Development Corporation Act 1999 and the assets and
liabilities of the Corporation had been transferred to Water Resources
department.

1.8.3 Investments and returns

As of 31 March 2014, Government had invested X 449.13 crore in Statutory
Corporations, Rural Banks, Joint Stock Companies and Co-operatives
(Table 1.27). The average return on this investment was 0.27 per cent in the
last five years while the Government paid average interest rate of 7.62 per cent
on its borrowings during 2009-14.

Table 1.27: Return on investment

Investment/Return/Cost of
Borrowings

Investment at the end of the
year (% in crore)

Return (% in crore)

2009-10 2010-11  2011-12  2012-13  2013-14

Return (per cent)

Average rate ' of interest on
Govt. borrowing (per cent)
Difference between interest
rate and return(per cent)

(Source : Finance Accounts of the State)

The increase in investments by X 3.41 crore during 2013-14 was mainly due to
increased capital contributions in State run Co-operative Banks and Societies.

Departmental commercial undertakings

There are two Departmentally managed quasi-commercial undertakings viz.,
the Electricity Department and the River Navigation Department in the State.
Table 1.28 depicts the Department-wise position of the investments made by
the Government up to the year for which proforma accounts have been
audited, net profits/loss as well as return on capital invested in these
undertakings.

PInterest payment/[ (Amount of previous year’s Fiscal Liabilities + Current year’s Fiscal Liabilities)/2*100

Audit Report (State Finances) for the year ended 31 March 2014




Chapter I — Finances of the State Government

Table 1.28: Summarised financial statement of Departmentally managed
quasi-commercial undertakings

(T in crore)

Name of Period Amount Turn- Net Accumu Interest Total Percent
the under- of invested = over/ | profit/ | -lated on return -age of
taking accounts by income loss profit/  capital return
audited = Govern- loss on
ment capital
Electricity .
Department 2009-10 | 930.55 | 861.19 | (-)3.07 870.73 -- (-)3.07 | Nil
River

Navigation | 2005-06 | 108.29 1.07 | (-) 10.53|(-) 106.68 | 0.41 (-)10.12 | Nil
Department

An amount of ¥ 1,038.84 crore had been invested by the State Government in
the Electricity Department and the River Navigation Department at the end of
the financial year up to which their accounts were finalised.

The River Navigation Department (RND) was incurring losses every year and
the accumulated loss as at the end of the year 2005-06 was X 106.68 crore
against the total investment of X 108.29 crore. The Government also needs to
review the working of RND so as to wipe out its losses in the short run and to
make itself sustaining in the medium to long term. Though, this was reported
in the Audit Reports since 2008-09, no Action Taken Report has been received
from the State Government.

1.8.4 Loans and advances by the State Government

In addition to investments in co-operative societies, corporations and
companies, the Government has also been providing loans and advances to
many of these institutions/organisations. Tablel.29 presents the outstanding
loans and advances as on 31 March 2014, interest receipts vis-a-vis interest
payments during the last three years.

Table 1.29: Average interest received on loans and advances by the
State Government

(< in crore)

Quantum of loans/interest receipts/cost of

. 2011-12 2012-13
borrowings

Opening Balance

Amount advanced during the year
Amount repaid during the year
Closing Balance

of which Outstanding balance for which terms and
conditions have been settled

Net addition (-)10.59
Interest Receipts 1.85 7.17 2.16
Interest receipts as percentage of outstanding 1.64 6.87 2.27
Loans and advances
Interest payments as percentage of outstanding 7.35 7.13 7.01
fiscal liabilities of the State Government
Difference between interest payments and interest (-)5.71 (-)0.26 (-)4.74
receipts (per cent)

(Source: Finance Accounts of the State)
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As on 31 March 2014, the Government had outstanding loans and advances of
% 90.69 crore. The total amount of loans disbursed during the year increased
marginally from X 3.98 crore in 2012-13 to X 4.25 crore in 2013-14. Of the
total loans disbursed during the year X 0.16 crore went to Co-operation under
Economic sector.

However, interest received against these loans and advances decreased from
% 6.87 crore during 2012-13 to ¥ 2.27 crore in 2013-14 mainly due to less
interest receipts under Agriculture and Allied activities (X 5.72 crore). Interest
spread on Government borrowings was negative during the period 2011-14
which indicated that the State’s borrowings were more expensive than the
loans advanced by it.

1.8.5 Cash balances and investment of cash balances

Table 1.30 and Chart 1.12 depicts the cash balances and investments made by
the State Government out of cash balances during the year.

Table 1.30: Cash balances and investment of cash balances
(T in crore)

Particulars As on 31 As on 31 Increase (+)/
March \Y% BV Decrease(-)
2013 2014

Cash in treasuries - - -
Deposits with Reserve Bank 4.52 20.96 16.44
Remittances in transit-Local -- - --
Cash with the Departmental officers 1.48 1.48 -
expenditare with Departmentat offcers 021 025 0.04
Investments from cash balances (a to d) 196.48 196.06 (-) 0.42
Gol Treasury Bills 194.25 193.83 (-)0.42
Gol Securities -- -- --
Other Securities, if any specify -- -- --
Other Investments 2.23 2.23 --
FERT Rl sz | ssaes | o
a. General and other Reserve Funds 176.71 198.89 22.18
b. Sinking Fund 324.51 365.76 41.25
c. Miscellaneous Deposits -- -- -
Total Cash Balances 703.91 783.40 79.49
Interest Realised 10.48 5.69 (-)4.79

(Source : Finance Accounts of the State)
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Chart 1.12 : Cash balance and investment of cash balance

=
S
=
<
=
e
b

Cash balances Investment from Investment from Interest realised
cash balances earmarked
balances
B As on 31 March 2013 O As on 31 March 2014
(Source: Finance Accounts of the State)

The State Government’s cash balances of X 783 crore at the end of the current
year showed an increase of 11.22 per cent (X 704 crore) over the previous year.
Of the above, X 196 crore was invested in Gol Treasury Bills which earned an
interest of X 5.69 crore during the year. Further ¥ 565 crore was invested in
earmarked funds. The State Government resorted to W&M advances on three
occasions during the year as detailed in Paragraph 1.1.1.

The cash balances of the State Government at the end of March 2014
(X 783 crore) was around 10 per cent of the total expenditure of the State
Government during the year (X 7,815 crore).

1.9 Assets and Liabilities

1.9.1 Growth and composition of assets and liabilities

In the existing cash-based Government accounting system, comprehensive
accounting of fixed assets like land and buildings owned by the Government is
not done. However, the Government accounts do capture the fiscal liabilities"
of the Government and the assets created out of the expenditure incurred.
Appendix 1.3 Part B gives an abstract of such liabilities and the assets as on
31 March 2014, compared with the corresponding position as on 31 March
2013. While the liabilities consist mainly of internal borrowings, loans and
advances from the Gol, receipts from the Public Account and Reserve Funds,
the assets mainly comprise the capital outlay and loans and advances given by
the State Government and cash balances.

BInternal debt (market loans, loans from NSSF and loans from other financial institutions), loans and advances from
Gol, the liabilities arising from the transactions in the Public Account of the State
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1.9.2 Fiscal liabilities

The composition of fiscal liabilities during the year 2013-14 vis-a-vis the
previous year is presented in Chart 1.13.

Chart 1.13: Compositsion of fiscal Liabilities
(T in crore)

161, (28.14%)

Public Account 3660, (28.83%)

Internal debt 1285, (6.8

785, (6.98%)
909, (7.16%)

|

0 4000 8000 12000 16000

Loans and Advances from Gol

H As on 31 March 2013 ¥ As on 31 March 2014

(Source: Finance Accounts of the State)

Figures in parenthesis indicate percentage to total liability
While the Internal debts as percentage of fiscal liabilities marginally decreased
from 64.86 per cent to 64 per cent, the Public Account liabilities increased
from 28.14 per cent to 28.83 per cent over the same period. The outstanding
loans and advances from Gol increased from 6.98 per cent in 2012-13 to
7.16 per cent in 2013-14.

Table 1.31 gives the fiscal liabilities of the State, their rate of growth, the ratio
of these liabilities to GSDP, to revenue receipts and to the State’s own
resources as also the buoyancy of fiscal liabilities with reference to these
parameters.

Table 1.31: Fiscal liabilities — basic parameters
‘ 2009-10 ‘ 2010-11 ‘ 2011-12 ‘ 2012-13

Fiscal Liabilities (T in crore)
Rate of Growth (per cent)
Ratio of Fiscal Liabilities to
GSDP (per cent)

Revenue Receipts (per cent)
Own Resources (per cent)

GSDP (ratio)
Revenue Receipts (ratio)
Own Resources (ratio)

(Source: Finance Accounts of the State)

(-)8.802
15.587
0.045

The overall fiscal liabilities of the State increased at an average annual rate of
14.30 per cent during the period 2009-14. The growth rate decreased from
17.26 per cent in 2012-13 to 13.03 per cent in 2013-14.
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During 2013-14 the debt to GSDP ratio at 25.96 per cent was higher than the
projections made in budget (20.40 per cent) but lower than the ThFC
(29.90 per cent). These liabilities were around twice the Revenue receipts and
3.5 times the State’s own resources at the end of 2013-14. The buoyancy of
these liabilities relative to GSDP during 2013-14 was 0.851, indicating that for
each one per cent increase in GSDP, fiscal liabilities grew by 0.851 per cent.

Of the total fiscal liabilities during 2013-14, the share of Public debt was
maximum (71 per cent), followed by Small Savings, Provident fund '* ezc.
(14 per cent), deposits'> (12 per cent) and Reserve funds (three per cent).
Fiscal liabilities increased by X 1,463 crore from X 11,232 crore in 2012-13 to
% 12,695 crore in 2013-14, mainly due to increase in Public Debt (X 964 crore),
Small Savings and Provident Funds (X 115 crore), Deposits (X 336 crore) and
Reserve Funds (X 48 crore).

1.9.3 Transactions under Reserve Fund

Reserves and reserve funds are created for specific and well defined purposes
under the Sector ‘J’ in the accounts of the State Government (Public Account).
These funds are fed by contributions or grants from the Consolidated Fund of
India or State or from outside agencies. The contributions are treated as
expenditure under the Consolidated Fund. These form debits to the
Consolidated Fund. The expenditure relating to the fund is initially accounted
under the Consolidated Fund itself for which the vote of the legislature is
obtained. At the end of the year, at the time of closure of accounts, the
expenditure relating to the fund is transferred to Public Account under the
concept of gross budgeting through an operation of deduct entry in accounts.
This forms credit to the Fund. The funds may be further classified as ‘Funds
carrying interest’ and ‘Funds not carrying interest’.

As per Statement 19 of Finance Accounts, eight Reserve funds have been
created and maintained in the accounts of the State Government. The total
accumulated balance as on 31 March 2014 was X 952.78 crore (X 949.62 crore
active funds and X 3.16 crore in inoperative funds). However, investment out
of this balance was only X 564.65 crore.

" Small Savings and Provident Fund include State Provident Fund and Pension Funds which are liable to be repaid
by the Government to the subscribers and depositors.

" Deposits include Security Deposits, Deposits from Government Companies, Corporations efc., Defined
Contribution Pension Scheme for Government Employees and Civil Deposits, which are liable to be repaid by the
Government to the subscribers and depositors.
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Table 1.32: Active and Inoperative Reserve Funds

(T in crore)
Classification Opening ‘ RES s ‘ Payment Closing
 balance balance
Active Reserve Funds

8121-122-State Disaster
Response Fund
8222-101-Sinking Fund
8229-110-Electricity
Development Fund
8235-117-Guarantee
Redemption Fund

8235-200-Beaches
Improvement Fund
Total

Inoperative Reserve Funds
8229-123-State Consumer
Welfare Funds
8235-119-National Calamity
Relief Fund
8235-200-Special Fund for
Compensatory Afforestation
Total . ! 3.17

The transactions relating to certain funds are discussed in the following
paragraph.

State Disaster Response fund

The State Disaster Response Fund (SDRF), constituted under Disaster
Management Act, 2005 is operative from 2010-11 under Reserve Fund bearing
interest. As per the SDRF guidelines the accretions to the SDRF together with
the income earned on the investment of the SDRF are to be invested in one or
more of instruments viz. Central Government dated securities, auctioned
treasury bills interest earning deposits and certificates of deposits with
Scheduled Commercial Banks. Further, the State Government has to pay
interest to the SDRF at the rate applicable to overdrafts and credit the same on
a half yearly basis. While 75 per cent of the contribution was to be drawn from
Gol, the balance 25 per cent was to be provided by the State Government. An
amount of X 1.47 lakh as interest earned on investment was credited to the
fund.

The contributions to the fund for the year 2013-14 was X 3.27 crore (Central
share of X 2.45 crore and State’s share % 0.82 crore). Disbursement of % 72.22
lakh was made during 2013-14 under SDRF from the fund.

Sinking fund

The Government has constituted a Sinking fund during 1999-2000 for open
market loans. The fund shall be utilised as an amortisation fund for redemption
of the outstanding internal debt and Public Account liabilities beginning from
the year 2004-05. However, no amount has been utilised by the Government
up to 2013-14. The balance in the Sinking fund (Investment account) in
2013-14 was X 365.76 crore. During 2013-14, the Government contributed
X 20 crore against the minimum contribution of X 37 crore i.e. one per cent of
the outstanding liabilities (X 3,756 crore) at the end of 2013-14.
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Guarantee redemption fund

The State has set up a Guarantee Redemption Fund during 2003-04 with the
objective of meeting the payment of obligations arising out of the guarantees
issued by the State Government on behalf of State level bodies. The State
Government has exempted the borrowing institutions from the payment of
guarantee fees. During the current year, the Government contributed X10 crore
to the Guarantee redemption fund and the amount invested in this fund was
X 183.11 crore at the end of 31 March 2014. No guarantee was invoked during
2013-14.

1.9.4 Contingent liabilities

Status of guarantees
Guarantees are liabilities contingent on the Consolidated Fund of the State in
case of default by the borrower for whom the guarantee has been extended.

The maximum amount for which guarantees were given by the State and
outstanding guarantees for the last three years as given in the Statement 9 of
the Finance Accounts (Volume II), are summarised in Table 1.33.

Table 1.33: Guarantees given by the Government of Goa

(% in crore)

Guarantees \ 2011-12 2012-13 2013-14

Maximum amount guaranteed

Outstanding amount of guarantees ‘
Percentage of maximum amount guaranteed to
total revenue receipt

(Source: Finance Accounts of the State)

The FRBM Act, 2006 specified that the Government should cap the total
outstanding guarantees within the specified limit under the Goa State
Guarantees Act, 1993. The Goa Legislature had fixed a limit of X 800 crore on
the outstanding guarantees in March 2005. The outstanding guarantees at
% 292.74 crore during 2013-14 were well within the ceiling limit specified by
the Legislature. The outstanding guarantee during 2013-14 was 0.60 per cent
of the GSDP.

| 1.10 Debt management

1.10.1  Debt Profile and Debt Sustainability
(@) Debt Profile: Per Capita Debt is as given in Table 1.34.
Table 1.34: Time series analysis showing the per Capita Debt

(% in crore)
2013-14
8126

Guarantees ‘ 2009-10 2010-11

Internal debt 5522 6058
Loans and Advances

2011-12
6226

2012-13
7286

- 555 556 646 785 909
rom Gol

Total 6077 6614 6872 8071 9035
ORIl (o 0.13 0.13 0.15 0.15 0.15

census 2001/2011)
IEAETSTERV NN 46746.15 | 50876.92 | 45813.33 | 53806.66 | 60233.33

(Source: Finance Accounts and Central Statistical organisation data for respective years)
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The per capita debt increased from X 46,746.15 in 2009-10 to X 60,233.33 in
2013-14.

(ii) Debt sustainability

Apart from the magnitude of debt of the State Government, it is important to
analyse various indicators that determine the debt sustainability of the State.

The debt sustainability is defined as the ability of the State to maintain a
constant debt-GSDP ratio over a period of time and also embodies the concern
about the ability to service its debt. Sustainability of debt, therefore, also refers
to sufficiency of liquid assets to meet current or committed obligations and the
capacity to keep a balance between costs of additional borrowings and returns
from such borrowings. It means that rise in fiscal deficit should match the
increase in capacity to service the debt.

This section assesses the sustainability of debt of the State Government in
terms of debt stabilisation, sufficiency of non-debt receipts, net availability of
borrowed funds, burden of interest payments (measured by interest payments
to revenue receipts ratio) and maturity profile of State Government securities.
Table 1.35 analyses the debt sustainability of the State according to these
indicators for the period of three years beginning from 2011-12.

Table 1.35: Debt sustainability: indicators and trends

2013-14

Indicators of debt sustainability 2011-12 2012-13

Debt Stabilisation (R in crore)

(Quantum Spread + Primary Deficit) () 175 (-) 1340 422
Sufficiency of non-debt receipts (Resource Gap) () 316 (-) 267 (-) 205
(X in crore)

Net Availability of Borrowed Funds (R in crore) (-) 111 851 572
Burden of Interest Payments (IP/RR) 12 14 13
(in per cent)

(Source: Finance Accounts of the State)
Debt stabilisation

A necessary condition for stability states that if the rate of growth of the
economy exceeds the interest rate or cost of public borrowings, the debt-GSDP
ratio is likely to be stable provided the primary balances are either zero or
positive or are moderately negative. Given the rate spread
(GSDP growth rate—interest rate) and quantum spread (Debt multiplied by rate
spread), the debt sustainability condition states that if the quantum spread
together with primary deficit is zero, the debt-GSDP ratio would be constant or
debt would stabilise eventually. On the other hand, if primary deficit together
with quantum spread turns out to be negative, debt-GSDP ratio would be high,
indicating unsustainable levels of public debt and in case it is positive, debt-
GSDP ratio would be low, indicating sustainable levels of public debt.

Table 1.35 reveals that the sum of quantum spread and primary deficit which
was negative during 2011-12 and 2012-13 turned positive during the current
year. This was due to decline in the ratio of fiscal liabilities to GSDP which
came down from 26.49 per cent in 2012-13 to 25.96 per cent in 2013-14.
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Sufficiency of non-debt receipts

Another indicator of debt sustainability is the adequacy of the incremental non-
debt receipts of the State to cover the incremental interest liabilities and
incremental primary expenditure. Debt sustainability could be significantly
facilitated if the incremental non-debt receipts could meet the incremental
interest burden and the incremental primary expenditure.

The negative resource gap indicates the non-sustainability of debt while the
positive resource gap indicates the capacity of the State to sustain the debt. The
details for the last three years have been shown in the table indicated below:

Table 1.36: Sufficiency of incremental non-debt receipts
(T in crore)

2011-12 2012-13 2013-14

ncremental Non debt Receipts

ncremental Interest Payments
ncremental Primary expenditure

Resource Gap
(Source: Finance Accounts of the State)

The above table reveals that the resource gap was negative during the period
2011-14. During the year 2013-14, negative indicator of Resource Gap
(X 205 crore) was due to result of insufficiency of the incremental non-debt
receipt (X 603 crore) to meet the incremental primary expenditure (X 718 crore)
and incremental interest payments (% 90 crore). This meant that the State had
to depend on borrowed funds for meeting current revenue and -capital
expenditure indicating the continuing risk of non-sustainability of debt. The
State needs to step up its resource mobilisation and prune unproductive
expenditure to maintain debt stability.

Net availability of borrowed funds

Net availability of borrowed funds is defined as the ratio of debt redemption
(Principal+Interest Payments) to total debt receipts and indicates the extent to
which the debt receipts are used in debt redemption. Table 1.35 reveals that
the net availability of borrowed funds during the year 2013-14 was
X 572 crore.

During 2013-14, Government raised internal debt of X 1,198.95 crore, Gol
loans of X 149.83 crore and other obligations of X 994.24 crore. It also repaid
internal debt of X 359.16 crore, Gol loans of X 25.89 crore and discharged other
obligations of % 494.99 crore and paid interest of X 890.66 crore resulting in
net increase in debt receipts by X 572.32 crore during the year.
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Table 1.37: Maturity profile of State debt

Maturity Profile (in years) Amount (3 in crore) \ Per cent
0-1 372.71 4.13

2-3 871.47 9.65
4-5 1493.90 16.54
6-7 1434.55 15.88

8 and above 4770.60 52.80
Loans pertaining to Ex-Union Territory 91.30
Total 9034.53

(Source: Finance Accounts of the State)

Chart 1.14 : Maturity profile of the State debt
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(Source: Finance Accounts of the State)

The maturity of the State debt as per Table 1.37 and Chart 1.14 indicates that
nearly 30.32 per cent of the total State debt is repayable within the next five
years while the remaining 69.68 per cent is payable after five years. The State
may have to borrow further to repay those loans.

A well thought out debt repayment strategy will have to be worked out by the
Government to ensure that no additional borrowings, which mature in these
critical years, are made.

1.11 Fiscal Imbalances

Three key fiscal parameters - revenue, fiscal and primary deficits - indicate the
extent of overall fiscal imbalances in the Finances of the State Government
during a specified period. The deficit in the Government accounts represents
the gap between its receipts and expenditure. The nature of deficit is an
indicator of the prudence of fiscal management of the Government. Further the
ways in which the deficit is financed and the resources raised are applied are
important pointers to its fiscal health.This section presents trends, nature,
magnitude and the manner of financing these deficits.
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1.11.1 Trends in deficits

Charts 1.15 and 1.16 present the trends in deficit indicators over the period
2009-14.

Chart 1.15 : Trends in deficit indicators " <9
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The revenue surplus of ¥ 297 crore during 2011-12 turned into revenue deficit
of T 216 crore during 2012-13. The deficit further increased to
X 353 crore in 2013-14. This increase in revenue deficit during the current year
was mainly on account of an increase of X 742 crore (12.24 per cent) in
revenue expenditure as against the increase of only I 605 crore
(10.35 per cent) in revenue receipts over the previous year.

The fiscal deficit of X 1,147 crore during 2012-13 increased to X 1,352 crore in
2013-14 as a result of increase of revenue deficit (X 137crore) and net capital
expenditure (X 66 crore) and increase in net loans and advances disbursed
(X two crore) over the previous year.

The primary surplus of X 86 crore in 2010-11 turned to a primary deficit of
X 175 crore in 2011-12 and further increased to X 461 in 2013-14. Increase of
X 205 crore in fiscal deficit together with an increase of X 90 crore in interest
payment resulted in increase in primary deficit from I 346 crore in 2012-13 to
%461 crore in 2013-14.

The revenue deficit which indicates the excess of revenue expenditure over the
revenue receipts rose to the level of X 353 crore (0.72 per cent of GSDP) in
2013-14 from a deficit of X 216 crore (0.51 per cent of GSDP) in 2012-13. It
shows that the revenue receipts of the State were not enough to meet the
revenue expenditure.
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The revenue deficit was to be brought down to zero from 2008-09 and revenue
surplus was to be generated thereafter as per the FRBM Act, 2006. The target
of generating revenue surplus could not be achieved during the last five years
except during the years 2010-11 and 2011-12.

(Source: Finance Accounts of the State)

1.11.2 Composition of fiscal deficit and its financing pattern

Fiscal deficit normally represents the net incremental liabilities of the
Government or its additional borrowings. The shortfall could be met either by
additional public debt (internal or external) or by the use of surplus funds from
Public Account. The financing patterns of the fiscal deficit during the period
2009-10 to 2013-14 are reflected in the Table 1.38.

Audit Report (State Finances) for the year ended 31 March 2014



Chapter I — Finances of the State Government

Table 1.38: Components of fiscal deficit and its financing pattern

(% in crore)
Particulars ‘2009-10 ‘ 2010-11 2011-12 2012-13 2013-14

1235 564 880 1147 1352
Composition of Fiscal Deficit (a)

4.24) (1.60) (2.03) (2.70) (2.76)
127 -658 -297 216 353

Revenue Deficit/Surplus
(0.44) | (-1.96) (-0.69) (0.51) (0.72)
1084 1221 1184 942 1008

Net Capital Expenditure
(3.72) (3.63) (2.74) (2.22) (2.06)
24 01 -07 - 11 -09

Net Loans and Advances
(0.00) (0.00) (-0.02) (-0.03) (-0.02)

Financing Pattern of Fiscal Deficit

1 517 211 151 995 881
Market Borrowings
(1.78) (0.63) (0.35) (2.35) (1.80)
- 160 1 62 139 124
Loans from Gol
(-0.55) (0.00) (0.14) (0.33) (0.25)
97 325 45 65 -42

Loans from Financial Institutions

Ways and Means
252 155 171 150 115
Small Savings, PF etc.
(0.87) (0.406) (0.40) (0.35) (0.24)
137 170 157 192 336
Deposits and Advances
(0.47) (0.51) (0.36) (0.45) (0.69)
91 = 101 - 699 -179
Suspense and Miscellaneous
(0.31) (0.00) (0.23) | (-1.65) | (-0.37)
71 05 - 04 - 178 86
Remittances
(0.24) (0.01) (-0.01) | (-0.42) (0.18)
155 128 67 169 111
Reserve Fund
(0.53) (0.38) (0.15) (0.40) (0.23)
-03 03 -- -- -01
Contingency Fund
(-0.01) (0.01) -- -- (0.00)
Total (1 to 10) (b) 1157 998 750 833 1431
Increase(+)/Decrease(-) in cash 78 -434 130 314 -79
balance(a) - (b) 027 | -1.29 0.30 0.74 | -0.16

(Source: Finance Accounts of the State)
Figures in parenthesis indicate per cent to GSDP
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The fiscal deficit increased from < 1,147 crore in 2012-13 to
R 1,352 crore during 2013-14 due to increase in revenue deficit by
% 137 crore, non-debt capital receipts (X two crore) and increase in capital
expenditure (X 66 crore). During the current year while the share of market
loans for financing fiscal deficit was 65.16 per cent, the loans from financial
institutions, Gol along with special securities issued to NSSF contributed
six per cent. However, deposits and advances and remittances increased during
the year.

The fiscal deficit (X 1,352 crore) in 2013-14 increased as compared to the
previous year and constituted 2.76 per cent of GSDP, which was within the
three per cent limit projected by the ThFC.

As could be seen from Table 1.39 during the period 2013-14, there was
decrease in cash balance after financing the fiscal deficit.

Table 1.39: Receipts and disbursements under components financing
the fiscal deficit during 2013-14

(< in crore)
Particulars Receipts Disbursements  Net
Market Borrowings
Loans from Gol
Loans from Financial Institutions
Small Savings, PF etc.
Deposits and Advances
Suspense and Miscellaneous
Remittances
Reserve Funds
Contingency Fund
Appropriation to/ from Contingency Fund
Total (1 to 10) (b)

Increase(+)/Decrease (-) in Cash Balance
(a)—(b)
Overall deficit (12+13) (a)

(Source : Finance Accounts of the State)

1.11.3 Quality of deficit/surplus

The ratio of revenue deficit to fiscal deficit and the bifurcation of primary
deficit into primary revenue deficit and capital expenditure (including loans
and advances) would indicate the quality of deficit in the States’ finances. The
ratio of revenue deficit to fiscal deficit indicates the extent to which borrowed
funds were used for current consumption.

Non-debt receipts of the State were enough to meet the primary revenue
expenditure. But non-debt receipts were not enough to meet the primary
expenditure resulting in Primary deficit during the last five years except during
the year 2010-11.

The bifurcation of the primary deficit shown in Table 1.40 indicates the extent
to which the deficit was on account of enhancement in capital expenditure
which might be desirable to improve the productive capacity of the State’s
economy.
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Table 1.40: Primary deficit/surplus — bifurcation of factors

(Z in crore)
Primary
revenue
eficit(+)/
surplus(-)

Non- Primary Capital Loans Primary
debt Revenue Expen- and Expend-

Primary
deficit (+)/
surplus (-)

receipts Expenditure | diture Advances iture

2009-10] 4113 3644 1084 37 4765 469 652
2010-11| 5457 4134 1221 16 5371 1323 (-) 86
2011-12| 5797 4779 1184 9 5972 1018 175
2012-13| 5860 5260 942 4 6206 600 346
2013-14| 6463 5912 1008 4 6924 551 461

(Source: Finance Accounts of the State)

As could be seen from the table above, the primary deficit of ¥ 346 crore in
2012-13 increased to X 461 crore during 2013-14. The capital expenditure as a
percentage to primary expenditure'® decreased from 22.75 per cent during
2009-10 to 14.56 per cent during 2013-14.

1.12 Follow up

State Finance Report is being presented to the State Legislature from 2008-09
onwards. The Public Accounts Committee discussed the paragraphs on State
Finance Report for the years 2008-09 and 2009-10 and recommendations of
the PAC have been issued for these reports.

1.13 Conclusion and Recommendations

Fiscal Position

The State had a revenue deficit during the years 2012-13 and 2013-14 as the
revenue receipts of the State were not enough to meet the revenue expenditure.

The revenue deficit of the State rose to the level of X 353 crore
(0.72 per cent of GSDP) in 2013-14 from X 216 crore (0.51 per cent of GSDP)
in 2012-13. While the debt to GSDP ratio at 25.96 per cent was higher than the
projections made in budget (20.40 per cent) it remained lower than the
normative assessments by the ThFC (29.90 per cent) during 2013-14.

The Government may make concerted efforts to reduce gap between revenue
receipts and revenue expenditure.

Revenue receipts

Revenue receipts increased by 10.35 per cent in 2013-14 over 2012-13 mainly
due to increase in tax revenue by 21.83 per cent and 20.61 per cent in grants
from the Gol.

1%Primary expenditure of the State defined as the total expenditure net of the interest payments indicates the
expenditure incurred on the transactions undertaken during the year
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The actual realisation of Tax revenue during the year was higher than the
normative assessment of ThFC and budget estimates by 4.89 per cent and
5.94 per cent respectively. The Non -Tax revenue of the State fell short of
budget estimates by 6.79 per cent. However, Non -Tax revenue exceeded the
ThFC projections by 97.08 per cent.

Revenue expenditure

Revenue expenditure continued to be a dominant component (87.05 per cent)
of the total expenditure in 2013-14. The NPRE constituted 74.85 per cent of
the revenue expenditure. The NPRE (R 5,092 crore) remained significantly
higher than the normative assessments of the ThFC (X 3,174 crore) but was
less than the projections made in the budget (X 5,131 crore) during 2013-14.
The Plan revenue expenditure and NPRE increased by 36.88 per cent and
5.84 per cent respectively.

The Government may make concerted efforts to bridge the revenue gap and
reduce its non productive non-plan revenue expenditure so as to move
towards revenue surplus status.

Quality of expenditure

Capital expenditure constituted 12.89 per cent of the total expenditure in
2013-14. The percentage of developmental expenditure to total expenditure
decreased from 71.50 per cent in 2012-13 to 70.91 per cent in 2013-14. Funds
aggregating I 1,628 crore were locked up in 37 incomplete projects as at the
end of 2013-14.

The return from investment of X 449 crore as of March 2014 in companies/
corporations was negligible (X 1.10 crore) while the average return on this
investment was 0.27 per cent in the last five years. On the other hand the
Government paid average interest rate of 7.62 per cent on its borrowings
during 2009-14.

The State Government may formulate guidelines for quick completion of
incomplete projects and monitor reasons for time and cost overrun with a
view to take corrective action. The Government may ensure proper
Justification for investment of high cost funds.

Monitoring of funds transferred directly from the Gol to the State
implementing agencies

The Central Government transferred a sizeable quantum of funds
(R 65.06 crore) during 2013-14 to State Implementing agencies for
implementation of Central plan schemes. These funds were not routed through
the State budget and hence do not find mention in the Finance Accounts of the
State.

A system has to be put in place to ensure proper accounting of funds
transferred directly by the Gol and the updated information should be
validated by the State Government.
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