
 

 

Chapter 1 Finances of the State Government 

This Chapter provides an audit perspective on the finances of the State Government 

during 2017-18 and analyses changes in major fiscal aggregates relative to 2016-17 

keeping in view overall trends during the preceding three years. 

The analysis is based on the details contained in the Finance Accounts of the Government 

of Telangana. A profile of the State with demographic and other details is in  

Appendix 1.1.  The structure of the Government Accounts is explained in Part A and the 

layout of the Finance Accounts in Part B of Appendix 1.2. 

1.1 Gross State Domestic Product (GSDP) 

The Gross State Domestic Product (GSDP)
1
 of Telangana in 2017-18 at current prices 

India and GSDP of the State at current prices and constant prices (Base year: 2011-12) 

are in Table 1.1. Growth in Telangana was higher than the all-India average at both 

current and constant prices. 

Table 1.1 GDP of India and GSDP of the State 

Year 2014-15 

(TRE) 

2015-16 

(SRE) 

2016-17 

(FRE) 

2017-18 

(AE) 

Current Prices 

   

Growth rate (per cent) 10.99 10.40 10.82 9.96 
 

  

Growth rate (per cent) --- 14.20 14.00 14.10 

Constant Prices (Base year – 2011-12) 

   

Growth rate (per cent) 7.41 8.15 7.11 6.68 

   

Growth rate (per cent) --- 11.60 10.10 10.40 

Source: Ministry of Statistics and Programme Implementation (figures as on 29 August 2018); TRE: Third 

Revised Estimates; SRE: Second Revised Estimates; FRE: First Revised Estimates; AE: Advanced 

Estimates 

1.2 Summary of Fiscal Transactions 

Table 1.2 presents the summary of fiscal transactions of State Government during 

2017-18 vis-à-vis 

well as overall fiscal position during 2017-18 are in Appendix 1.3.  Time series data of 

Appendix 1.4. 

                                                           
1
 Gross Domestic Product (GDP) and Gross State Domestic Product (GSDP) refers to the market value of 

all officially recognised final goods and services produced within the Country and the State respectively 

and State’s economy. 
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Table 1.2: Summary of Fiscal Transactions in 2017-18 

Receipts Disbursements 

 2015-16 2016-17 2017-18  2015-16 2016-17 2017-18 

Section A – Revenue Account
2
 

Total Revenue 

Receipts 

76,134 82,818 88,824 Total Revenue 

Expenditure 

75,896 81,432 85,365 

Section B – Capital Account
3
 and Others 

4

5

Grand Total 1,85,300 2,43,355 2,48,790 Grand Total 1,85,300 2,43,355 2,48,790 

Source: Finance Accounts 

Appendix 1.5.
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The trends of Revenue Receipts (RR) / Revenue Expenditure (RE) / Capital Expenditure 

(CE) relative to GSDP at current as well as constant prices
6
 are in Table 1.3. 

Table 1.3: Trends in RR / RE / CE relative to GSDP 

Particulars 2015-16 2016-17 2017-18 

Gross State Domestic Product at current prices 5,77,902 6,59,074 7,52,230 

Revenue Receipts (RR) relative to GSDP 

76,134 82,818 88,824 

Rate of growth of RR at current prices (per cent) * 8.78 7.25 

RR at constant prices 61,200 64,270 66,661 

Rate of growth of RR at constant prices (per cent) * 5.02 3.72 

RR/GSDP 13.17 12.57 11.81 

Revenue Expenditure (RE) relative to GSDP 

 

Rate of growth of RE at current prices (per cent) * 7.29 4.83 

61,008 64,065 

Rate of growth of RE at constant prices (per cent) * 3.59 1.38 

RE/GSDP 13.13 12.36 11.35 

Capital Expenditure (CE) relative to GSDP 

33,371  

Rate of growth of CE at current prices (per cent) * 145.56 (-) 28.37 

 

Rate of growth of CE at constant prices (per cent) * 137.07 (-)30.74 

CE/GSDP  2.35 5.06 3.18 

Source: Finance Accounts and GSDP data from MoSPI (figures as on 29 August 2018) of respective years 

*Not compared with 2014-2015, as figures for 2014-15 are for 10 months (i.e., from 2 June 2014 to 

31 March 2015) due to bifurcation of Andhra Pradesh State (combined) 

As is evident from the table above, both Revenue Receipts and Revenue Expenditure 

have increased during the last three years, even after accounting for inflation. As a 

percentage of GSDP, however, both Revenue Receipts and Revenue Expenditure have 

been decreasing. Further, the growth rate of both Revenue Receipts and Revenue 

Expenditure decreased in 2017-18 as compared to the preceding year. Capital 

Expenditure, which had increased in 2016-17, however, saw a decline in 2017-18. 

 

                                                           
6
 Constant prices figures for Revenue Receipts, Revenue Expenditure and Capital Expenditure are arrived 

by using a deflator i.e., ratio of GSDP at constant prices to GSDP at current prices for each year. 
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1.3 Review of fiscal situation 

1.3.1 Fiscal parameters 

Three key fiscal parameters viz., (i) Revenue Surplus
7
 / Deficit, (ii) Fiscal Deficit

8
 and 

(iii) Primary Deficit
9
 help in assessing the fiscal situation of the Government. The way 

these deficits are financed assist in assessing the fiscal health of the Government. Trends 

in fiscal parameters (Chart 1.1 and Chart 1.2) as per Finance Accounts indicate that the 

State’s performance in 2017-18 was an improvement over the last year.  Trends in Debt 

Sustainability (Ratio between debt and GSDP in per cent) and outstanding liabilities to 

GSDP are shown in Chart 1.3 and Chart 1.4. 

Chart 1.1: Trends of fiscal parameters 
 

Chart 1.2: Fiscal parameters GSDP 
 

 
 

Chart 1.3: Debt Sustainability 

( ., debt to GSDP ratio in ) 

Chart 1.4: Total Outstanding Liabilities to 

GSDP ratio in  

 
 

Source: Finance Accounts 

                                                           
7
 Revenue Surplus = Revenue Receipts (-) Revenue Expenditure 

8
 Fiscal Deficit = Revenue Expenditure + Capital Expenditure + Net Loans and Advances (-) Revenue 

Receipts (-) Miscellaneous Capital Receipts 
9
 Primary Deficit = Fiscal Deficit (-) interest payments 
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Revenue Surplus

Fiscal Deficit 

per cent per cent   

Primary Deficit per cent

11

Debt to GSDP 

ratio per cent per cent 

per cent

 per cent 

per cent 

per cent

                                                           

per cent per cent 

per cent) 

per cent 

per cent. per cent 

per cent

per cent per cent 
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Table 1.4: Impact on Revenue Surplus and Fiscal Deficit 

Particulars Impact on 

Revenue Surplus 

(Overstated) 

Impact on 

Fiscal Deficit 

(Understated) 

(i) Misclassification 

(ii) Non/short contribution to Statutory Funds   

21.59
12

(iii) Subsidies / Grants-in-Aid classified as loans   

Total 3,743.74 954.60 

Source: Finance Accounts 

Box 1.1

Box 1.1: Subsidies treated as loans 

etc

                                                           
12

per cent

per cent 
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Expenditure). This was not justified in view of the nature of the transfer being subsidy.  

Besides, both these institutions do not have any definite revenue stream to service the 

loan. Further, no terms and conditions like repayment period, rate of interest etc., were 

stipulated while sanctioning the loans. SCCDCL had, in fact, requested the Government 

for conversion of the loans in to subsidy. 

Treating the transfers as loans instead of Grants-in-Aid or subsidies to these 

institutions resulted in understatement of Revenue Expenditure and overstatement 

 

It, however, did not specify as to how it would ensure the institutions would be able to 

repay the loans as they did not have any revenue resource of their own. Further, both the 

above Corporations informed (March 2019) that they do not have their own resources and 

they did not approach the Government for loans. The Corporations also informed  

respective Personal Deposit Accounts. 

Fiscal deficit represents the total financing the State requires (predominantly by drawing 

on its cash and investment balances with the RBI and by borrowing) to meet the excess of 

the revenue and capital expenditure (including loans and advances) over revenue and non-

debt receipts. The composition and financing of fiscal deficit are in : 

  ( in crore) 

Net  Net Net 

1  Revenue Surplus 

 Net Loans and Advances 

B 

1 

a Market Borrowings* 

b 

2 

a Small Savings, PF, etc

b Reserve Funds 

c 

d Suspense and Misc. 

e 
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Sl. 

No. 

Particulars 2015-16 2016-17 2017-18 

Net  Net Receipts Disbursements Net 

3 Contingency Fund - (-)0.09 - - - 

4 Total (1 to 3) 20,129 32,977 1,55,664 1,26,135 29,529 

5 Increase(-) / Decrease(+) in 

Cash Balance 

(-)1,273 2,304 -- -- (-)2,829 

6 Overall Surplus/Deficit 

(4+5) 

18,856 35,281 -- -- 26,700 

Source: Finance Accounts 

* Includes borrowings from other institutions 

Market borrowings financed 80.36 per cent of the Fiscal deficit, which was mainly used 

to finance Capital Expenditure (89.52 per cent). 

1.3.1.2 Quality of Deficit / Surplus 

The bifurcation of Primary Deficit (Table 1.6) indicates the extent to which deficit has 

been on account of enhancement of Capital Expenditure, which may be desirable to 

improve productive capacity of the Government.  

Table 1.6: Primary deficit/surplus – bifurcation of factors 

 

Year 

Non-

debt 

receipts 

Primary 

Revenue 

Expenditure13 

Capital 

Expenditure 

Loans and 

Advances 

and Inter-

State 

settlements 

 

Primary 

Expenditure 

Primary 

Revenue 

Surplus14 

Primary 

deficit (-) / 

Surplus 

(+) 

Primary 

Revenue 

Surplus/ 

Capital 

Expenditure 

(per cent) 

1 2 3 4 5 6 (3+4+5) 7 (2-3) 8 (2-6) 9 

2015-16 76,222 68,338 13,590 5,592 87,520 7,884 (-)11,298 58.01 

2016-17 82,974 72,823 33,371 3,452 1,09,646 10,151 (-)26,672 30.42 

2017-18 88,962 74,529 23,902 6,395 1,04,826 14,433 (-)15,864 60.38 

Source: Finance Accounts 

As can be seen from above, the non-debt receipts were not sufficient to meet the 

Primary Expenditure. 

The Primary Revenue Surplus met 60 per cent of the Capital Expenditure in  

2017-18, an improvement over the previous year. 

1.3.2 Budget Estimates and Actuals 

Shortfall of actual receipts and expenditure against budget estimates, either due to 

unanticipated and unforeseen events or under/over estimation of expenditure or revenue 

at the stage of budget preparation, adversely impacts the desired fiscal objectives. 

Significant variations were noticed between Budget Estimates and Actuals as detailed 

below (chart 1.5): 

                                                           
13

 Primary Revenue Expenditure = Revenue Expenditure – Interest payments 
14

 Primary Revenue Surplus = Non-Debt Receipts (Revenue Receipts + Miscellaneous Capital Receipts + 

Recovery of Loans and Advances) – Primary Revenue Expenditure  



 

Chart 1.5: Budget Estimates and Actuals for the year 2017

Source: Budget Estimates and Finance Accounts
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fell short of BE by 10 

etc. (18 per cent). Shortfall in Grants
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revenue was due to receipt of 

Revenue Expenditure was less than the 

Revenue Expenditure was noticed under Irrigation and Flood 

i.e., 96 per cent). 

Capital Expenditure fell short of 

3,453 crore 

crore i.e., 15 per cent

per cent

crore i.e., 78 per cent).

Revenue Surplus was lower than BE by 24 

Deficit were higher than BE by two 

Recommendation 1: The Finance Department should rationalise the budget 

preparation exercise, so that the gap between the budget estimates and actuals is 

bridged. 

1.4 Financial Resources of the State

1.4.1 Resources of the State as per Annual Finance Accounts

Revenue Receipts consists of Tax Revenues, Non
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Capital comprise of miscellaneous 

disinvestments, recoveries of loans and advances, debt receipts from internal sources 
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Budget Estimates and Actuals for the year 2017

stimates and Finance Accounts 

Revenue Receipts fell short of Budget Estimates (BE) by 21 per cent

fell short of BE by 10 per cent mainly due to shortfall in Taxes on Sales, Trade/ GST 

Shortfall in Grants-in-aid was 26 per cent. 

Tax Revenue was higher than the BE by 18.52 per cent. I

was due to receipt of 500 crore from “Major Irrigation (Kaleshwaram)”.

Revenue Expenditure was less than the BE by 21 per cent. The maximum shortfall in 

Expenditure was noticed under Irrigation and Flood Control (

Capital Expenditure fell short of BE by 23 per cent mainly due to shortfall in Rural 

3,453 crore i.e., 80 per cent), Irrigation and Flood 

per cent), Water Supply, Sanitation, Housing and Urban Development 

per cent) and Welfare of SCs/STs/OBCs and Minorities (

. 

Revenue Surplus was lower than BE by 24 per cent. Fiscal Deficit and Primary 

Deficit were higher than BE by two per cent and six per cent respectively.

1: The Finance Department should rationalise the budget 

preparation exercise, so that the gap between the budget estimates and actuals is 

Financial Resources of the State 

Resources of the State as per Annual Finance Accounts

Revenue Receipts consists of Tax Revenues, Non-Tax Revenues, State’s share of Union 

and Grants-in-Aid from Government of India (GoI). Receipts under 

Capital comprise of miscellaneous Capital Receipts such as proceeds from 

disinvestments, recoveries of loans and advances, debt receipts from internal sources 

Tax 

Revenue

Non Tax 

Revenue

Revenue 

Expenditure

Interest 

Payment 

and 

servicing of 

debt

Capital 

Expenditure

Revenue  

Surplus

619 

6,602 

1,08,512 

11,339 
30,930 

4,751 

-

56,520 

7,825 

85,365 

10,836 

23,902 

3,459 

Budget Estimates

Finances of the State Government 

Budget Estimates and Actuals for the year 2017-18 

 

per cent. Tax Revenue 

mainly due to shortfall in Taxes on Sales, Trade/ GST 

Increase in non-tax 

rore from “Major Irrigation (Kaleshwaram)”. 

The maximum shortfall in 

Control (

mainly due to shortfall in Rural 

Irrigation and Flood 

, Water Supply, Sanitation, Housing and Urban Development 

and Welfare of SCs/STs/OBCs and Minorities (

Fiscal Deficit and Primary 

espectively. 

The Finance Department should rationalise the budget 

preparation exercise, so that the gap between the budget estimates and actuals is 

Resources of the State as per Annual Finance Accounts 

s, State’s share of Union 

Aid from Government of India (GoI). Receipts under 

Receipts such as proceeds from 

disinvestments, recoveries of loans and advances, debt receipts from internal sources 

Fiscal 

Deficit

Primary 

Deficit

-26,097 
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(market loans, borrowings from 

advances from GoI. Public Accounts

for use i.e., Small Savings, Provident Fund, Reserve Funds, Deposits and Advances 

The overall composition of 

Chart 1.6. 

Chart 1.

Source: Finance Accounts 

#
includes Ways and Means Advances of 

1.4.2 Revenue Receipts

Statement 14 of the Finance Accounts gives details of Revenue Receipts of the 

Government. The trends and composition of the Revenue Receipts during

2015-16 to 2017-18 are in 

Revenue
Receipts 

crore)

Tax Revenue
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1.State Goods and Services 
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State's share 

for the year ended March 2018 
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The overall composition of crore) in 2017

Chart 1.  

dvances of 

Revenue Receipts 

the Finance Accounts gives details of Revenue Receipts of the 

Government. The trends and composition of the Revenue Receipts during

re in Chart 1.7.  

Total Resources
)

Receipts 
crore)

State's share 
of union 
taxes and 
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crore)

Grants-in
-aid 

crore)

Capital 
Receipts

crore#)

Debt Receipts 

crore#)

1. Internal Debt

( 48,517 crore#)

2. Loans and 

advances from 

Non-Debt 
Receipts 

crore)

1.Recoveries 

of loans and 

advances
crore)

financial institutions / commercial banks) and loans and 

 available with Government 

Small Savings, Provident Fund, Reserve Funds, Deposits and Advances etc. 

crore) in 2017-18 is in  

 

 

the Finance Accounts gives details of Revenue Receipts of the 

Government. The trends and composition of the Revenue Receipts during the years  
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1. Small Savings,   

PF etc. 

2. Reserve Funds 

4. Suspense and 

Miscellaneous 

5. Remittances



 

Chart 1.7: Composition of Revenue Receipts during the years 2015

Source: Finance Accounts 

As can be seen, the Own Tax revenue and Central tax transfers have been increasing;

whereas non-tax revenue was falling

than the previous year. 

1.4.2.1 State’s Own Resources 

The State’s performance in mobilization of resources is assessed in terms of Tax Revenue 

and Non-Tax Revenue, not including the State’s share in Central Taxes and Grant

which is based on the recommendations of the Finance Commission.

State’s Own Tax Revenue

Components of State’s own Tax Revenue are in 

Table 1.7
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Source: Finance Accounts  
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Composition of Revenue Receipts during the years 2015

As can be seen, the Own Tax revenue and Central tax transfers have been increasing;

tax revenue was falling over the years. Grants-in-Aid in 2017

State’s Own Resources  

The State’s performance in mobilization of resources is assessed in terms of Tax Revenue 

Tax Revenue, not including the State’s share in Central Taxes and Grant

which is based on the recommendations of the Finance Commission. 

Revenue 

ponents of State’s own Tax Revenue are in Table 1.7: 

7: Components of State’s Own Tax Revenue

2015-16 2016-17 

Actuals Actuals Budget Projections

--- --- 
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104 7 

Taxes on goods and passengers  11 

771  

39,975 48,408 62,619
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 was mainly due to revision of rates of taxation. 
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Non Tax Central Tax transfers Grants in Aid

Finances of the State Government 

Composition of Revenue Receipts during the years 2015-16 to 2017-18 

As can be seen, the Own Tax revenue and Central tax transfers have been increasing; 

Aid in 2017

The State’s performance in mobilization of resources is assessed in terms of Tax Revenue 

Tax Revenue, not including the State’s share in Central Taxes and Grant-in-Aid 

evenue 
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Non-Tax Revenue 

Non-Tax Revenue (NTR) 

accounts for receipts from 

services rendered and supplies 

made by various Departments of 

Government and interest 

receipts. NTR in 2017-18 was 

nine per cent of the total 

Revenue Receipts. The fall 

(20 per cent) in NTR was due to 

decrease in interest receipts and 

revenue from sale of land and 

property. 

Chart 1.8: Non-Tax Revenue: 2014-15 to 2017-18 

 

 Source: Finance Accounts of years concerned 

The following was observed in audit: 

to a Special Purpose Vehicle (SPV) viz., Kaleshwaram Irrigation Project Corporation 

Limited (KIPCL) was incorrectly classified as receipts from Major Irrigation instead 

as sale of Land and Property.  

per cent 

adjustment from Irrigation and Power projects with equivalent expenditure under 

“Other Expenditure”. Such notional adjustment on both Receipts and Expenditure 

side was not made in 2017-18. 

1.4.2.2 Efficiency in Tax Collection 

The cost of collection of major taxes of the State decreased during the last three years 

(Table 1.8) leading to greater efficiency (measured as cost of collection of tax as a 

percentage of the tax collection). 

Table 1.8: Tax collected and Cost of collection 

 2015-16 2016-17 2017-18 

Taxes on Sales, 

Trade, etc., and 

SGST 
Percentage to Gross collection 0.71 0.67 0.54 

70 
100 10 -

Total Non-Tax Revenue

Dividents and Profits

Non-ferrous mining and Metallurgical Industries

Sale of Land and Property
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 2015-16 2016-17 2017-18 

State Excise 

Percentage to Gross collection 5.40 3.88 2.40 

Taxes on 

Vehicles 

Percentage to Gross collection 3.46 2.18 2.12 

Stamps and 

Registration 

fees 
Percentage to Gross collection 2 1.77 1.65 

Source: Finance Accounts 

1.4.2.3 GST Compensation 

per cent

i.e., 

1.4.2.4 State’s share of Union Taxes 

Table 1.9

Table 1.9: Devolution of different components of State’s share of Union Taxes 

 

Component of State’s share of Union taxes 2015-16 2016-17 2017-18 

Customs 

Other Taxes and Duties on commodities and services 
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Component of State’s share of Union taxes 2015-16 2016-17 2017-18 

Wealth Tax 1 10 0 

Union Excise Duties 1,662 2,340 1,731 

CGST NA NA 231 

IGST NA NA 1,657 

Grand total 12,351 14,876 16,420 

Devolution as percentage of Revenue Receipts of the State 16.22 17.96 18.49 

NA: Not applicable due to implementation of GST Act with effect from 1 July 2017 

Source: Finance Accounts 

As can be seen from the above, the devolution as a percentage of Revenue Receipts of the 

State has been increasing over the past three years. 

1.4.2.5 Grants-in-Aid from Government of India 

The details of Grants-in-Aid and its composition during the years 2015-16 to 2017-18 are 

in Table 1.10. 

Table 1.10: Grants-in-aid from Government of India 

( in crore) 

 Particulars 2015-16 2016-17 2017-18 

 Actuals Actuals BE Actuals 

Non-Plan Grants 2,978 3,057 15,895 --- 

Grants for Centrally Assisted State Plan Schemes 6,416 6,695 10,962 --- 

Grants for Central and  

Centrally sponsored Plan Schemes 
--- --- --- 6,108 

 Finance Commission Grants --- --- --- 1,168 

 Other Transfers/Grants to States --- --- --- 783 

Total 9,394 9,752 26,857 8,059 

Total grants as a percentage of Revenue Receipts 12.34 11.78 23.75 9.07 

Source: Finance Accounts; BE: Budget Estimates 

Grants-in-Aid from GoI had reduced by 17 per cent in 2017-18 over previous year. The 

State Government stated (January 2019) that adopting direct benefit transfers (DBT), 

particularly in respect of schemes like MGNREGS would be one reason for decrease in 

receipt of Grants-in-Aid from GoI. 

1.4.2.6 Transfers of funds directly to implementing agencies without routing 

through Consolidated Fund of the State 

With effect from 01 April 2014, it has been decided by Government of India (GoI) to 

release all assistance related to the Centrally Sponsored Schemes/Additional Central 

Assistances to the State Government and not directly to implementing agencies. During 

etc., as shown in Appendix-VI of Finance Accounts 2017-18. Similar 
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1.4.3 Receipts under the Capital Section 

The details of Capital Receipts and their composition for the years 2015-16 to 2017-18 

are in Table 1.11: 

Table 1.11: Composition of Capital Receipts 
( in crore) 

Sources of State’s Receipts 2015-16 2016-17 2017-18 

 Actuals Actuals BE Actuals 

Capital Receipts (CR) 17,586 44,975 35,187 49,291 

Recovery of Loans and Advances 88 156 5,807 138 

Public Debt Receipts# 17,498 44,819 29,380 49,153 

Source: Finance Accounts 
#

Public debt receipts constituted major component of Capital Receipts (99.72 per cent). 

1.4.3.1 Public Account Receipts 

Receipts and disbursements in respect of transactions such as Small Savings, Provident 

Fund, 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.  These are not subject to vote by the State Legislature. Government acts as 

banker or trustee. The balance after disbursements is the fund available with the 

Government for its own use. Composition of Public Account receipts and disbursements 

is detailed in Table 1.12: 

Table.1.12: Composition of Public Account Receipts and Disbursements 
( in crore) 

Particulars 2015-16 

Actuals 

2016-17 

Actuals 

2017-18 

Budget 

Estimates 

Actuals 

A. Public Account Receipts     

Small Savings, Provident Fund, etc. 2,101 2,417 1,233 2,495 

Reserve Fund 1,788 1,292 2,079 831 

Deposits and Advances 39,840 43,378 43,000 54,048 

Suspense and Miscellaneous 26,458 39,369 --- 28,582 

Remittances 16,198 22,638 --- 20,555 

Total (A) 86,385 1,09,094 46,312 1,06,511 

B. Public Account Disbursements     

Small Savings, Provident Fund, etc. 1,239 1,348 2,057 1,519 

Reserve Fund 662 852 1,533 553 

Deposits and Advances 37,619 41,460 41,672 48,188 

Suspense and Miscellaneous 25,053 38,915 --- 29,155 

Remittances 16,336 22,793 --- 19,249 

Total (B) 80,909 1,05,368 45,262 98,664 

Public Account Net (A)-(B) 5,476 3,726 1,050 7,847 

Source: Finance Accounts 
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1.5 Application of Resources

1.5.1 Growth and Composition of expenditure

The total expenditure in 2017

composition of total expenditure during 

Chart 1.9: Growth and 

Source: Finance Accounts

Around 3/4
th

 of the total expenditure in 2017

Services
15

 expenditure took precedence

and Economic Services (33.20 

targeted towards creation of assets, constituted 

the Economic Services
16

 (84.47 

Component-wise major expenditure in Revenue and Capital sections incurred in 2017

is in Table 1.13: 

Table 1.13: Major expenditure components under Revenue and 

Revenue 

Component Sector 

Education17, Sports, 

Art and Culture 
Social 

Social Welfare and 

Nutrition 
Social 

Welfare of SCs, 

STs, OBCs and 
Minorities  

Social 

                  
15

 refers to welfare activities of the Government and includes (i) Education, Sports, Art and Culture, 

(ii) Health and Family Welfare, (iii) Water Supply, Sanitation, Housing and Urban Development, 

(iv) Information and Broadcasting, (v) Welfare of Scheduled Castes, Scheduled Tribes and Bac

Classes, (vi) Labour and Labour Welfare, (vii) Social Welfare 
16

 refers to economic development activity sectors of the Government and includes (i) Agriculture and 

allied services, (ii) Irrigation and Flood Control, (iii) Energy, (iv) Industry and Minerals, (v) Transport, 

(vi) Science Technology and Environment, (vii)

Services 
17

 Include General Education:

-

40,000 

80,000 

1,20,000 95,078 

Total Expenditure Revenue Expenditure

for the year ended March 2018 

Application of Resources 

Growth and Composition of expenditure 

The total expenditure in 2017 Chart 1.9 presents the 

composition of total expenditure during 2015 to 2018.  

Growth and Composition of expenditure during last three years

Source: Finance Accounts 

the total expenditure in 2017-18 was Revenue Expenditure. 

expenditure took precedence with 39.36 per cent over General (27.

and Economic Services (33.20 per cent) in the total expenditure. Capital E

tion of assets, constituted 21 per cent of the total expenditure

(84.47 per cent) receiving priority. 

wise major expenditure in Revenue and Capital sections incurred in 2017

ajor expenditure components under Revenue and 

 Capital

2016-17  

crore) 

2017-18  

crore) 

Component Sector 

11,955 12,246 
Irrigation and 

Flood control 
Economic

9,069 8,864 Energy Economic

6,592 7,862 Transport Economic

                   

refers to welfare activities of the Government and includes (i) Education, Sports, Art and Culture, 

(ii) Health and Family Welfare, (iii) Water Supply, Sanitation, Housing and Urban Development, 

(iv) Information and Broadcasting, (v) Welfare of Scheduled Castes, Scheduled Tribes and Bac

abour Welfare, (vii) Social Welfare and Nutrition and (viii) Others

refers to economic development activity sectors of the Government and includes (i) Agriculture and 

allied services, (ii) Irrigation and Flood Control, (iii) Energy, (iv) Industry and Minerals, (v) Transport, 

echnology and Environment, (vii) Rural Development and (vi

2015-16 2016-17 2017

078 

1,18,255 1,15,662 

75,896 81,432 85,

13,590 
33,371 

5,592 3,452 

Revenue Expenditure Capital Expenditure Loans and Advances

presents the trends and 

Composition of expenditure during last three years 

 

Expenditure. Social 

r General (27.18 per cent) 

) in the total expenditure. Capital Expenditure, 

the total expenditure, with 

wise major expenditure in Revenue and Capital sections incurred in 2017-18 

ajor expenditure components under Revenue and Capital 

Capital 

2016-17 

crore) 

2017-18 

crore) 

13,655 12,596 

10,498 2,721 

3,180 2,169 

refers to welfare activities of the Government and includes (i) Education, Sports, Art and Culture,  

(ii) Health and Family Welfare, (iii) Water Supply, Sanitation, Housing and Urban Development,  

(iv) Information and Broadcasting, (v) Welfare of Scheduled Castes, Scheduled Tribes and Backward 

and Nutrition and (viii) Others 

refers to economic development activity sectors of the Government and includes (i) Agriculture and 

allied services, (ii) Irrigation and Flood Control, (iii) Energy, (iv) Industry and Minerals, (v) Transport, 

al Development and (viii) General Economic 

2017-18

,365 

23,902 

6,395 

Loans and Advances
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Revenue Capital 

Component Sector 

2016-17  

crore) 

2017-18  

crore) 

Component Sector 

2016-17 

crore) 

2017-18 

crore) 

Agriculture and 

allied activities 
Economic 6,122 6,560 

Water Supply, 

Sanitation, 

housing and 

Urban 
Development 

Social 2,209 1,873 

Health and Family 

Welfare 
Social 4,590 4,768 

Rural 

Development 
Economic 109 858 

Energy Economic 4,594 4,391 

Rural Development Economic 6,549 3,790 

Water Supply, 

Sanitation, Housing 

and Urban 
Development 

Social 2,529 2,964 

Source: Finance Accounts 

per cent

per cent. 

 

18
, 65 per cent

1.5.2 Revenue Expenditure 

1.5.2.1 Committed Expenditure 

61 per cent 

 

                                                           
18
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Chart 1.10: Committed Expenditure as 

percentage of Revenue Expenditure 
The following observations were noted 

in Audit: 

The burden of committed 

expenditure measured as a 

percentage of Revenue Expenditure 

of the State, was steadily rising 

(Chart 1.10). 

This was due to increase in interest 

 

per cent

 

per cent Greater 

reliance on market borrowings by 

the Government in the recent years 

has led to increase in liabilities on 

account of interest payments. 

 

Source: Finance Accounts of years concerned 

As a result, the interest payments relative to revenue receipts were much higher at 

12.19 per cent as against the target of 8.31 per cent fixed by 14
th

 Finance 

Commission. 

per cent of Revenue 

 

The share of subsidies also remained almost constant at seven per cent of the 

Revenue Expenditure (Table 1.14  which 

per cent

per cent due 

 

Table 1.14: Department-wise Subsidies 

Sl. No. Department 2016-17 2017-18 

Power 

Social Welfare 

5 Tribal Welfare 

Others 

Total 5,935 6,159 

Revenue Expenditure 81,432 85,365 

Source: Finance Accounts 
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Further, the Government incurred expenditure as ‘Grants-in-Aid’ and ‘Other expenditure’ 

Though, these are in the nature of subsidies, they are however, 

not reflected as subsidies and the committed expenditure is understated to that 

extent. 

1.5.2.2 Financial assistance to Local Bodies 

Table 1.15)

per cent reduction in 

Table 1.15: Financial Assistance to Local Bodies and other institutions 

Sl. No. Grants given to 2016-17 2017-18 

etc

Other Autonomous Bodies 

 

Total 30,648 30,416 

Assistance as percentage of Revenue Expenditure 38 36 

Source: Finance Accounts 

Box 1.2: Formation of State Finance Commission 

rd
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1.5.2.3 National pension system 

State Government employees recruited on or after 01 September 2004 are covered under 

the National pension system (NPS), which is a defined contributory pension scheme. It is 

mandatory for employees to contribute 10 per cent of basic pay and dearness allowance 

every month. The State Government has to make equal contribution. The Government has 

to transfer these contribution amounts along with details to the National Securities 

Depository Limited (NSDL) and to the fund managers appointed by the NPS Trust, 

respectively. Audit analysis showed the following:  

vis-a-vis employee’s contribution of 

maintaining the accounts of individual employee’s contribution, the correctness of 

recovery from the employee’s salary bills cannot be verified. No reconciliation of 

the amounts transferred has been carried out with NSDL/ Trustee Bank. 

In the absence of complete data, Audit could not estimate the total liability of the 

State Government since the inception of the scheme. 

The balance in the Pension Fund under Defined Contribution Pension Scheme for 

interest on this amount also. The interest liability on the opening balance of  

 cent
20

), for which the 

Government did not make any provision. Further, an amount of  

the States of Andhra Pradesh and Telangana. 

The short contribution of employer’s share and non-provision of interest resulted in 

overstatement of Revenue Surplus and understatement of Fiscal Deficit (Refer  

Table 1.4).   

Persistent short contribution by the State Government, short transfer to NSDL / 

Trustee Bank, and not-crediting the interest on un-transferred amount, unless 

rectified, will inevitably lead to bankruptcy of the NPS corpus and eventual failure 

of the scheme, hurting the interest of the subscribers. 

1.5.3 Capital Expenditure 

i.e.,

                                                           
20

 General Provident Fund interest rate 



 

(28 per cent) from the preceding year (

implementation of UDAY 

expenditure in 2017-18

infrastructure projects like Kaleshwaram Project (

(

State Government was also giving Guarantees for the loans taken by these SPVs (

Paragraphs 1.7.2). 

1.5.4 Quality of Expenditure

(i.e

effectiveness (assessment of outlay 

1.5.4.1 Adequacy of public expenditure

A comparison of fiscal priority of Telangana Government with other General Category 

States
21

 (Chart 1.11) revealed that 

Development Expenditure (

Chart 1.11: Prioritisation in public expenditure in percentage

Source: Finance Accounts 

The State Government stated (January 2019) that 

incurred through other grants also such

schools etc., under Social Welfare and Tribal Welfare

                  
21
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) from the preceding year ( mainly on account of 

implementation of UDAY scheme in the year 2016-

18 invested significantly in 

infrastructure projects like Kaleshwaram Project (

h Special Purpose Vehicles (SPVs)

State Government was also giving Guarantees for the loans taken by these SPVs (

Quality of Expenditure 

viz., 

effectiveness (assessment of outlay - outcome relationships for services).

Adequacy of public expenditure 

fiscal priority of Telangana Government with other General Category 

revealed that Telangana fared favourably in its focus on

re ( xpenditure (

General Category States in the area of Education.

: Prioritisation in public expenditure in percentage

The State Government stated (January 2019) that expenditure on education is being 

incurred through other grants also such as 

etc. 

ven after considering the expenditure on 

r Social Welfare and Tribal Welfare the percentage of Education 

per cent only and was still less than General Category States

                   

Development 

Expenditure 

in TE

Social Sector 

Expenditure 

in TE

Economic 

Sector 

Expenditure 
in TE

Capital 

Expenditure 

in TE

Education in 

TE

36.70
29.60

14.40

39.36

33.20

20.67

10

General Category States Telangana

Finances of the State Government 

mainly on account of 

invested significantly in 

h Special Purpose Vehicles (SPVs). The 

State Government was also giving Guarantees for the loans taken by these SPVs (refer 

 

and 

come relationships for services). 

fiscal priority of Telangana Government with other General Category 

Telangana fared favourably in its focus on 

xpenditure (

in the area of Education. 

: Prioritisation in public expenditure in percentage 

 

expenditure on education is being 

ven after considering the expenditure on the residential 

the percentage of Education in 

less than General Category States. 
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1.5.4.2 Efficiency of expenditure use 

Details of Capital and Revenue Expenditure on maintenance of social and economic 

services are in Table 1.16 below: 

Table 1.16: Efficiency of expenditure on selected social and economic services 

(in per cent) 

Social/Economic Infrastructure 2016-17 2017-18 

Ratio of 

CE to TE 

 

In RE, the share 

of 

Ratio of 

CE to 

TE 

In RE, the share 

of 

S&W O&M S&W O&M 

Social Services (SS) 

General Education 2.02 68.60 0.06 1.98 69.63 0.08 

Health and Family welfare  7.09 37.08 0.18 5.21 29.15 0.34 

Water Supply, Sanitation, 

Housing &Urban Development 

46.63 16.89 5.46 38.73 10.16 1.77 

Total (SS) 8.22 31.84 0.54 7.11 31.17 0.31 

Economic Services (ES) 

Agriculture & Allied Activities 10.00 12.10 2.84 7.27 12.37 3.34 

Irrigation & Flood Control 87.05 12.76 4.50 96.94 63.07 19.10 

Power & Energy 69.56 0.01 0.003 38.26 0.00 0.00 

Transport 84.24 3.09 42.78 78.47 3.19 50.25 

Total (ES) 58.59 9.11 2.62 54.36 11.45 3.59 

Total (SS + ES) 36.84 23.37 1.31 30.00 24.94 1.35 

Source: Finance Accounts; CE: Capital Expenditure; RE: Revenue Expenditure; TE: Total Expenditure;  

S&W: Salaries & Wages; O&M: Operation & Maintenance 

The ratio of Capital Expenditure to Total Expenditure in Irrigation and Flood control has 

increased significantly, indicating the focus of the Government on asset creation under 

this sector.  

In respect of Revenue Expenditure, the share of operation and maintenance (O&M) in 

respect of Transport under Economic Sector has grown considerably over preceding year 

indicating increasing burden of O&M.  The share of salaries and wages in respect of 

General Education under Social Sector has increased marginally over the preceding year.  

1.6 Composition of Assets and Liabilities 

While the Government accounting system does not provide for comprehensive accounting 

of fixed assets like land and buildings owned by the Government, these can be derived 

from the accounting of financial liabilities and assets created out of expenditure incurred. 

Appendix 1.6 gives an abstract of liabilities and assets, as on 31 March 2018, compared 

with the corresponding position 31 March 2017.  

1.6.1 Government Assets 

Government assets mainly comprise of Capital outlay, Investments, Loans and Advances 

given by the State Government and cash balances. 

1.6.2 Capital outlays: Incomplete projects 

The State Government has placed creation of infrastructure as a priority area since the 

formation of the State (2014).  Accordingly, Capital Expenditure has accounted for  

16 per cent to 22 per cent of the total expenditure in the last four years.  During the years 



 

Within the capital projects, more than 50 

Irrigation and Flood control, except 

amount of 

E

Chart 1.12: Expenditure on Irrigation 

and Flood Control across years 

Source: Finance Accounts 

Delays in completion of projects not only adversely affected the quality of the 

expenditure but also deprived the State of intended benefits and economic growth.

a

The State Government did not disclose financial results of any of

projects.  As a result, there was no assurance 

investments in Irrigation and F

Box 1.3: C

                  

 

5,194 

7,776 

 Chapter I – Finances of the State Government

Within the capital projects, more than 50 per cent of the Capital Expenditure was on 

lood control, except in the year 2016-17, when it was 41 

Chart 1.12 Chart 1.13

: Expenditure on Irrigation  

and Flood Control across years  

Chart 1.13: Portion of Irrigation and Flood 

control in Capital Expenditure 

 

i.e., of

Delays in completion of projects not only adversely affected the quality of the 

deprived the State of intended benefits and economic growth.

The State Government did not disclose financial results of any of

As a result, there was no assurance of return on the heavy public

investments in Irrigation and Flood control. 

: Creation of irrigation facilities under AIBP

 

 

 (Table 1.17): 
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Table 1.17: Status of AIBP projects reviewed by audit  

Sl. 

No. 
Description 

J Chokka Rao 

Devadula Lift 

Irrigation 

Scheme 

Sri Ram 

Sagar 

Project 

Stage II 

Indiramma 

Flood Flow 

Canal 

Palemvagu 

Project 

1 Year of inclusion under AIBP 2006-07 2005-06 2005-06 2005-06 

2 Approved project cost under AIBP 
9,427.73 1,043.14 1,331.30 29.13 

3 Expenditure as of March 2018 
9,305.71 1,115.12 5,511.60 202.77 

4 Irrigation facility to be created 
5,57,654 3,97,949 2,52,882 10,132 

5 

(figures in bracket  per cent

Source: Information furnished by Irrigation and Command area Development Department 

mainly on account of problems of land acquisition, environmental clearances, etc. The 

partially developed irrigation system. 

Recommendation 2: State Government may compile working results of Major 

Irrigation Projects to assess benefits from persistent heavy outlays in irrigation 

sector.  These working results should guide future investments in the sector. 

1.6.3 Investment in Public Sector Undertakings 

As of 31 March 2018, the State Government’s investment stood at 16,365 crore in 

Statutory Corporations, Government Companies, Joint Stock Companies and  

(Table 1.18). 

Table 1.18: Return on Investment 

Sl. 

No. 

Investment / Return / Cost of borrowings 2015-16 2016-17 2017-18 

1 Investment at the end of the year 1,329 13,075 16,365 

2 Return in the form of Dividend 69 70 101 

3 Rate of Return (per cent 5.19 0.54 0.62 

4 Average rate of interest on Government 

per cent

8.50 7.4 7.21 

5 

(per cent

Source: Finance Accounts 
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Apart from infusion of equity, the State Government has also regularly provided 

budgetary support to these PSUs by way of loans and grants in aid. 

Government investments are highest in power sector. However, losses from the 

per cent

The State Government stated (January 2019) that tariff is a major issue. 

Government of India launched (November 2015) Ujwal DISCOM Assurance Yojana 

(UDAY) scheme for financial turnaround of Power Distribution Companies (DISCOMs). 

As per the scheme, the State Government was to take over 75 per cent of outstanding debt 

of the DISCOMs as on 30 September 2015 over a period of two years; 50 per cent in 

2015-16 and 25 per cent in 2016-17 and transfer this sum to the DISCOMs in the form of 

grant (50 per cent), loan (25 per cent) and equity (25 per cent). The Government, 

 

2016-17.  

The following actions of the State Government may adversely impact the achievement of 

the objectives of UDAY scheme: 

State Government decided to provide a nine-hour supply of power to farmers.  

infrastructure.  The State Electricity Regulatory Commission (SERC) directed the 

Southern Power Distribution Company Limited (SPDCL) to get the project funded 

from the State Government which was refused by the latter.  SPDCL funded the 

project by market loans, adding to its debt stock. 

Due to the above policy of the Government (nine-hour supply of power to 

farmers), SPDCL exceeded the consumption of energy approved by the SERC. 

was not compensated by the Government. Government further enhanced  

would further affect the finances of SPDCL. 

SPDCL as of March 2017, which affected the working capital requirement of 

form of Delayed Payment Surcharge payable to Power Generation Companies. 

implementing new Government policies. 
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1.6.4 Loans and Advances given by the State Government 

Government provides Loans and Advances to autonomous bodies such as Universities, 

Local Bodies and Urban Development Authorities and Corporations like Telangana 

Scheduled Castes Cooperative Development Corporation Limited (SCCDCL) and 

Telangana State Scheduled Tribes Cooperative Finance Corporation Limited (TRICOR), 

etc. Table 1.19 presents the details of outstanding Loans and Advances during the years 

2015-18: 

Table 1.19: Details of Loans and Advances by State Government 

Sl. 

No. 

Quantum of Loans/Interest Receipts/Cost of 

Borrowings 

2015-16 2016-17 2017-18 

1 1,406 6,552 9,798 

88 156 

5 5,145 6,071 

7 Interest receipts as percentage of outstanding loans and 

advances (in per cent) 

0.80 1.07 0.53 

8 Interest payments as percentage to outstanding liabilities 

of the State Government (in per cent) 

8.50 7.4 7.21 

9 Difference between interest receipts and interest 

payments (in per cent) 

(-) 7.70 (-)6.33 (-) 6.68 

Source: Finance Accounts; 

Following observations are made in Audit: 

per cent 

 

Apart from loans advanced to Telangana Scheduled Castes Cooperative 

Development Corporation Limited (SCCDCL) and Telangana State Scheduled 

Tribes Cooperative Finance Corporation Limited (TRICOR) (as discussed in 

Paragraph 1.3.1, Box 1.1), Government loans to certain other bodies
24

 in 2017-18 

repayment, rate of interest, number of installments, etc.  
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Further, the Government gave fresh loans to three autonomous bodies for servicing 

their past loans (Table 1.20).   

Table 1.20: Loans for repayment of past loans 

Sl.  

No. 

Organization Amount  

1 Hyderabad Metropolitan Water Supply and Sewerage Board (HMWSSB) 671*
#
 

2 Hyderabad Metropolitan Water Supply and Sewerage Board (HMWSSB) 524* 

3 Telangana State Road Transport Corporation (TSRTC) 70 

4 Telangana State Industrial Infrastructure Corporation (TSIIC) 29* 

5 Telangana State Industrial Infrastructure Corporation (TSIIC) 4* 

Total 1,298 

Source: Information obtained from organizations concerned 

*Two different loans;
 #

 for repayment of loans to HUDCO 

The accounts of bodies like Hyderabad Metropolitan Water Supply and Sewerage 

Board(HMWSSB) as well as Hyderabad Metropolitan Development Authority 

(HMDA) were in arrears since 2010-11 and 2014-15 respectively, though 

respectively to these institutions. 

etc. are detrimental 

per cent. The Budget Estimates in this regard were consistently inflated in 

comparison to previous years’ recovery trends
25

.

 

Appendix 1.3). Out of 
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per cent
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27
, the 

per cent

i.e., per cent 

1.7 Government Liabilities 

Chart 1.14

Chart 1.14: Components of total liabilities of the State Government 

Internal Debt from 

 

 

from Government of 

India 

 

Liabilities where 

Source: Finance Accounts 

Audit analysis showed that the liabilities are on an ascending trend (Chart 1.15) over 

the last three years. The total liabilities of the Government are 1.87 times of its 

Revenue Receipts. per cent

per cent

per cent
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Chart 1.15: Trend of liabilities 
 

 

Source: Finance Accounts 

1.7.1 Reserve Funds 

The State Government had not made mandatory contributions after 2015-16, to the 

following Reserve Funds. 

1.7.1.1 Consolidated Sinking Fund 

per cent

per cent

1.7.1.2 Guarantee Redemption Fund 
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Undertakings, Special Purpose Vehicles, etc., outside of the State budget. In case of 

default by the borrower, these guarantees become liabilities of the State Government. As 

such, guarantees, generally, are contingent liabilities. A minimum of 0.5 per cent of 

outstanding guarantees was envisaged as annual contribution to raise the Fund to a 

minimum level of three per cent in next five years and eventually to a level of  

five per cent

thereafter stopped further contributions. The aggregate shortfall in contribution for the 

per cent of the outstanding amount 

per cent. The Government 

replied that efforts would be made to reach the targeted level of three per cent in five 

years. 

1.7.1.3 State Disaster Response Fund 

Central and State Governments are required to contribute to the Fund in proportion of 

Recommendation 5: The State Government must ensure that the contributions to 

Reserve Funds are made annually as stipulated, to enable a firm funding stream for 

the purpose of the Funds. 

1.7.2 Guarantees 

stipulated that the annual risk weighted 

guarantees are to be limited to 

per cent 

in the preceding year. The outstanding 

 

51 per cent of total Revenue Receipts of 

was thus within the FRBM ceiling  

per cent

Chart 1.16:  

Status of Outstanding Guarantees 

 
   Source: Finance Accounts 

                                                           



 

Government categorised the guarantees as 100 

default was borne by the State Government.

Government, 39 per cent are pertaining

which was implementing a

Chart 1.17: Bodies in receipt of guarantees at the end of 31 March 2018

Source: Finance Accounts 

The erstwhile Government of Andhra Pradesh (Combined) issued (2003) instructions

be followed while providing guarantees. Audit analysed the compliance of the 

instructions contained in the Government Order (GO) by the State Government while 

extending the guarantees during 2017

The GO required that the financial performance of the borrowing entity shall be 

analysed in terms of its profitability, operational strength, and financial ratios. 

Government extended G

Supply and Sewerag

from 2010-11 onwards. This indicates that the Government has given guarantees to 

the organisation without enforcing financial accountability.

The Government Orders

principal portion of the loan and not the interest thereon. In case, interest was also to 

be guaranteed, the reason for the same shall be detailed by the borrowing entity, and 

the same shall be ex

extended by the Government for the interest portio

record or furnished to audit for extending 

Further, the GO also stipulated a Guarantee C

or two per cent cons

                  
31

 G.O.Ms.No.446, dated 29 September 2003
32

 Singareni Collieries Company Limited (

Guarantee in crores given by Government to

Telangana Drinking Water Supply Corporation

Kaleshwaram Irrigation Project Corporation Limited

Hyderabad Metropolitan Water Supply and Sewerage 

Board

Telangana State Power Finance Corporation

Telangana State Housing Corporation Limited

Telangana Sheep and Goat Cooperative Federation 

Limited

Others
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Government categorised the guarantees as 100 per cent risk weighted 

default was borne by the State Government. Out of the loans guaranteed by the 

are pertaining to Telangana Drinking Water Supply Corporation 

a flagship project: Mission Bhagiratha (Chart 1.1

: Bodies in receipt of guarantees at the end of 31 March 2018

The erstwhile Government of Andhra Pradesh (Combined) issued (2003) instructions

be followed while providing guarantees. Audit analysed the compliance of the 

instructions contained in the Government Order (GO) by the State Government while 

extending the guarantees during 2017-18.  The following are the findings in Audit:

uired that the financial performance of the borrowing entity shall be 

analysed in terms of its profitability, operational strength, and financial ratios. 

Government extended Guarantees to loans taken by Hyderabad Metropolitan Water 

Supply and Sewerag annual accounts 

onwards. This indicates that the Government has given guarantees to 

the organisation without enforcing financial accountability. 

Government Orders of 2003 stipulated that the guarantee shall cover only the 

ncipal portion of the loan and not the interest thereon. In case, interest was also to 

be guaranteed, the reason for the same shall be detailed by the borrowing entity, and 

the same shall be examined by the Government.  Guarantees were

extended by the Government for the interest portion also on the loan amounting to 
32

. No reasons were found on 

record or furnished to audit for extending guarantees for the interest portion.

ther, the GO also stipulated a Guarantee Commission of 0.5 per cent

onsolidated for the entire guarantee period from the borrowing 

                   

.No.446, dated 29 September 2003 

Singareni Collieries Company Limited ( operative Sugar Factories (

3,399

3,360

3,021

2,050

6,617

Guarantee in crores given by Government to

Telangana Drinking Water Supply Corporation

Kaleshwaram Irrigation Project Corporation Limited

Hyderabad Metropolitan Water Supply and Sewerage 

Telangana State Power Finance Corporation

Telangana State Housing Corporation Limited

Telangana Sheep and Goat Cooperative Federation 

Finances of the State Government 

weighted i.e., the risk of 

Out of the loans guaranteed by the 

to Telangana Drinking Water Supply Corporation 

Chart 1.17). 

: Bodies in receipt of guarantees at the end of 31 March 2018 

 

The erstwhile Government of Andhra Pradesh (Combined) issued (2003) instructions
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 to 

be followed while providing guarantees. Audit analysed the compliance of the 

instructions contained in the Government Order (GO) by the State Government while 

The following are the findings in Audit: 

uired that the financial performance of the borrowing entity shall be 

analysed in terms of its profitability, operational strength, and financial ratios. The 

uarantees to loans taken by Hyderabad Metropolitan Water 

annual accounts were in arrears 

ards. This indicates that the Government has given guarantees to 

stipulated that the guarantee shall cover only the 

ncipal portion of the loan and not the interest thereon. In case, interest was also to 

be guaranteed, the reason for the same shall be detailed by the borrowing entity, and 

uarantees were, however, 

n also on the loan amounting to 

No reasons were found on 

guarantees for the interest portion. 

per cent per annum 

olidated for the entire guarantee period from the borrowing 

operative Sugar Factories (

16,413

7,032
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) was, 

Government

Commission at a prescribed rate is under consideration. 

The analysis showed the State Government had extended guarantees to loans, which 

were categorised as 100 per cent risk weighted, taken by bodies whose accounts were 

pending finalisation for a long period indicating absence of any risk assessment. 

Recommendation 6: The State Government must comply with its own orders and 

ensure that a comprehensive risk assessment informs its decisions to provide 

guarantees. 

1.7.3 Debt Management 

The Outstanding 

debt increased by 18 per cent over the preceding year, at a higher rate than the 

growth of GSDP.  

1.7.3.1 Net availability of borrowed funds 

per cent

1.7.3.2 Debt analysis – Debt Sustainability and trends of debt repayment 

Chart 1.18: Interest payments as a  

 of Revenue Receipts 

Chart 1.19: Trend of Debt Repayment 

versus Tax Revenue (in ) 
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Chart 1.20: Trend of Debt Repayment 

versus Debt Receipts (in 

This indicates that 17 per cent

used to repay old outstanding loans

Source: Finance Accounts; Note

*Government stated that initially for two years after 

debt repayment, which are now being reimbursed by Telangana Government

It was observed that the interest payments

higher at 12.19 per cent

14
th

 Finance Commission.

Market borrowings (

of

per cent

and repaid 

per cent (

Chart 1.21: Internal Debt Taken

Source: Finance Accounts 

Market loans taken
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other parameters in the 
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between average interest rate (at about 
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per cent of debt receipts are 

used to repay old outstanding loans 

; Note: excluding Ways and Means Advances 

initially for two years after bifurcation, the Andhra Pradesh Government made the 

debt repayment, which are now being reimbursed by Telangana Government 

It was observed that the interest payments relative to Revenue Receipts

per cent as compared to the target of 8.31 per cent 
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Chart 1.22: Internal Debt Repaid
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1.7.3.3 Debt repayment sched

Public Debt maturity profile

Government for debt repayment or debt servicing

Source: Finance Accounts 

Note: The total of 

(i) non-

The maturity profile of outstanding stock of public debt as on 31 March 2018 showed that 

48 per cent ( 65,740 crore) of the total outstanding debt was in the maturity bucket of 

to seven years and the balance of 

The State needs to augment its resources or would 

Expenditure to meet the increasing debt repayment burden 

years. 

The outstanding public 

crore (paragraph 1.6.1).  Apart from servicing the debt, the State Government 

of construction. The 

70,758 crore was spent, leaving a further financial requirement of 

addition, the Government took up

200 crore

Thus Government will need to mop up more than 

years to meet its commitments. Government also 

another 

the Government in the form of direct and indirect payments turns out to be 

crore. It may be noted that commitments on only i

accounted for in the above calculations.

Recommendation 7: The State Government may undertake a study, supported by 

future projections, to measure its total fiscal commitments and the ability to meet 

them.  Such study can inform the risk assessment on its future borrowings.
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Debt repayment schedule 

Debt maturity profile  indicates commitment on the part of the 

Government for debt repayment or debt servicing in the coming years. 

Chart 1.23: Debt Maturity profile  

The maturity profile of outstanding stock of public debt as on 31 March 2018 showed that 

crore) of the total outstanding debt was in the maturity bucket of 

to seven years and the balance of per cent) from seventh year onwards.

The State needs to augment its resources or would be forced to curtail its Capital 

enditure to meet the increasing debt repayment burden over

Box 1.5: Long Term Projections 

public debt of the State Government as of 31 March 2018 was 

crore (paragraph 1.6.1).  Apart from servicing the debt, the State Government 

crore, out of which 

crore was spent, leaving a further financial requirement of 

the Government took up Palamuru Ranga Reddy Lift Irrigation Scheme in 2017 

200 crore. 

Thus Government will need to mop up more than 
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 ove

years to meet its commitments. Government also carries a direct contingent liability for 

the Government in the form of direct and indirect payments turns out to be 

crore. It may be noted that commitments on only i

the above calculations. 

Recommendation 7: The State Government may undertake a study, supported by 

future projections, to measure its total fiscal commitments and the ability to meet 

study can inform the risk assessment on its future borrowings.
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study can inform the risk assessment on its future borrowings. 
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1.8 Fiscal Reform Path 

The State Government (combined State), in compliance with the recommendations of the 

Twelfth Finance Commission (TFC), enacted the Fiscal Responsibility and Budget 

Management (FRBM) Act, 2005 (amended in 2011). Important targets relating to fiscal 

variables are to be amended from time to time in accordance with the Central Finance 

Commissions’ recommendations.  Government of Telangana, however, is yet to 

amend its FRBM Act in accordance with the recommendations of the Fourteenth 

Finance Commission, especially on fiscal imbalances of the State Government viz., 

Revenue Deficit, Fiscal Deficit and Primary Deficit. 

1.8.1 Disclosures not made 

Fiscal Responsibility and Budget Management (FRBM) Act, 2005 places an onus on the 

State Government to monitor and control the fiscal deficit.  It also requires the State 

Government to make disclosures and statements under Section 10 of FRBM Act, 2005 

together with Rule 6 of Fiscal Responsibility and Budget Management Rules, 2006.  

The State Government, however, did not make the following four out of 10 disclosures 

required to be made: 

Statement of Assets; 

Claims and commitments made by the Government on revenue demands raised 

but not realized; 

Liability in respect of major works and contracts, committed liabilities in respect 

of land acquisition charges and claims on State Government in respect of unpaid 

bills on works and supplies; 

Details of number of employees in Government, public sector and aided 

institutions and related salaries and pensions in the forms prescribed under FRBM 

legislation. 

1.8.2 14
th

 Finance Commission Ceiling and achievements 

Achievement of Government in key indicators in terms of targets prescribed by the  

14
th

 Finance Commission with regards to fiscal reform path is as below: 

As per 14
th

 Finance Commission recommendations, the outstanding debt to GSDP 

ratio (in per cent) was to be less than 22.82 per cent for the year 2017-18. The 

achievement of the Government was 19 per cent, which is within the permissible 

limit. 

The ceiling limit prescribed by the 14
th

 Finance Commission for Fiscal deficit was 

3.50 per cent

per cent, which is marginally higher. 
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1.9 Apportionment of assets and liabilities between Andhra Pradesh 

and Telangana 

As per the Andhra Pradesh State Reorganisation Act, 2014, the balances under 

Cumulative Capital Expenditure, Loans and Advances, Public Debt and the balances 

under Public Accounts are to be apportioned between Andhra Pradesh and Telangana 

States. The status of apportionment as on 31 March 2018 is as under (details are at 

Appendix 1.7): 

 

 

Pradesh Government accepted the recommendations for demerger in respect 

of 40 institutions. The Telangana State Government did not accept 

the recommendations were in deviation of the Act and overlook the definition 

institutions. The cash balance as on 2 June 2014 (the date of coming into force 

apart from fixed assets. The details of the remaining were not 


