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STATEMENT BY SHRI ARUN JAITLEY, MINISTER OF
FINANCE, IN THE LOK SABHA REGARDING THE STATUS OF
IMPLEMENTATION OF RECOMMENDATIONS CONTAINED IN

THE 10TH REPORT OF THE STANDING COMMITTEE ON
FINANCE (16th LOK SABHA) ON DEMANDS FOR GRANTS
(2015-16) RELATING TO THE DEPARTMENTS OF ECONOMIC
AFFAIRS, FINANCIAL SERVICES, EXPENDITURE &
DISINVESTMENT

I deem it my privilege to make a statement on the status of
implementation of recommendations contained in the 10th Report of the
Department of Economic Affairs, Financial Services, Expenditure and
Disinvestment of the Standing Committee on Finance (16th Lok Sabha) in
pursuance of Direction 73-A of the Hon'ble Speaker, Lok Sabha vide Lok
Sabha Bulletin, Part II dated 1st September 2004.

The 10th Report of the Standing Committee on Finance (16th Lok Sabha)
was presented to Lok Sabha on 24th April, 2015. The 10th Report relates to
examination of Demands for Grants (2015-16). In the Report, the Committee
deliberated on various issues and made Fourteen (14) recommendations, where
action is called for on the part of the Government. These recommendations

mainly pertain to Inconsistency in Budgetary Allocation/Simplification of
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Budget Document, Allocations to be made to states on recommendations of
NITI Aayog, Mandate of NITI Aayog, Funds transfer to States and Union
Territory Government, Fund allocation to Regional Councils, Fourteenth
Finance Commission report implications, Transfer of Funds to the Public
Accounts of India, Interest subvention schemes for crop loans, Pradhan Mantri
Jan Dhan Yojana (PMJDY), Recovery of Debt and Unclaimed Deposit etc.

Action Taken Statements on the recommendations/observations
contained in the Report had been sent to the Standing Committee on Finance
on 23rd July, 2015. Present status of implementation of the recommendations

made by the Committee in the 10th Report is indicated in Annexure.

I would not like to take the valuable time of the House to read out the

contents of the Annexure. I would request that this may be taken as read.
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| ¥, 38 (& ¥ 7610) 3R (vi) &1
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god/ HH AGRINT F d & forg 9l ddfeal § arafds
3T & g JMaead ST 9N fhy 9T 2l

W AT & AT b STTelid |, g9 SIS Bl
FHIET BT 3R ITh! THATd 991 & g v faewsr a8
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RO Cd: $ Al § [l &
HH ATECT & bIael D IfMEe, AT
% 991 & SR FoIc AN, FAMAT A
3R aR<fded & ALY AU IAR-AGIE 3R
TSI A W e [T &1 $9 Suan
St ST arTs 21 FvicE, fUodl oo aul §
PO GIR gU © 3MR UihATall Bl JAafRrd
DR BT gA b T g R o, affd
A1t © 1o SR a1fdre sy foby S =nfey
qfch Foie 3ffdeh G a2 ERIR|
ST W 39 Gy H, AHfa 78 gema <t
2 {3 IO TolRaT &1 AR, TH TR IR
FHF H AT G- S|

TfAfa & e T & SR Tg AR AT
o fop N AT @ RIwTReN W st &1
fPT S aTel afded &g aad doie |
20,000 H$ vUy FfFad fhy v €1 a1
H, U AIEI-UTT SR ¥ A< HATeT A
FART 20,000 BRI BUY B T AFHAT
= Y 3601 (SU-g& Y 03), 3riq
37 (49 9 AT W, 36) W 99 2015-16 H
URY P T8 U - goic ofisd o S=iH I8
W e fha & wererar s & srite™
P J1T R H 7Y A/ Iu-e /=R i/
avg o o e @t ufha uge & IRe
B ! 21 39d AfaRew, 59 i &1 Aifq
I &t REIRY & myR w® dfaalRa
fear Sream| genfa, wfAfy aoe d§ Sw
gftta ffert & 3R e B AT

a9y WErIdT Us 9 9ol dTsH § S 20,000 RIS .
BT qOIC UTaheld A F. 37 H a¥ 2015-16 H Yo &I g off
S & fafdre Tl @ik aRATsr e, e forv diegd fa
A ERT g ufddg SIareil iR - rRra-anfde-
UNTId HRDT &b HROT MATHAT b IR TR AT Pl
JMaTIHAr MR Terar & forv o & 18 2l

319 99 2016-17 I M AN H, By AT A
GO & ol FBTIAT JAET 3MR BRI A (=) & oy
HH9: 3601.03.560.01.00.35 3R 3601.03.560.01.00.31 &
™0 H 15 3k & Dl & A1 AT . 37- AT 3R I I5T
g3 Bl IRBRI & foTv R § ot S|

NI SMINT & WY A, YRT IRGR A 4. U1, 2015-16
H ya @ TS faYY WerIar &1 e rgAifad fhar 2 o
Tfidg IHRT A 3R SRIRSIUG-IT ged (N &
Fregre-drei-drRge frel, fER & fog faey e, ofeew

I ffFad fey 9 & 9y | T30 &

T & forU a9y AT, A8y uew 3R SR Ue¥ & foru
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BRI el | AT b wHe U
HEAYU! goIC TAT DI IRJd B/Tefid
DR P AAb H IR JAT YR
BT 99 g 99 wa ¥ 99 T TSl IR
fapar i et 21 o |y a8 dredl © 5
WRBR 9 AHA W PN 3R afafa
T Jferd B fb U afreed, IS s 8, ay
2016-17 I A AW H HA IRAR
& |

afafa a8 oft @wsr oM A onmed §
JISHT MRANT BT Tfaenfid e Favfed
T T & ReRen w dfdaRa &t
ST aTell a1 St I &1 e den
ST g yaR fear smom | afafa ast
T AT YIRS s & b afe waerfed
Y ST DT rEYd ATSHT AT B TRE
<13 3MMded BT B B HIAT © a1 T8 T
B! © o o AT B gHT /AT A
AT 31T AR ST By FATEAT & 3T
3R Ao & A <faRT B wRIT B
qrel Ul do dF & dey § ot Hifa
JMRANT & TS 3MTGY b IR | 3T BT
el I8 ol We W F Al B (|
JMANT & &F ¥ qIER) Joley FAgai Bl
3ART HRA T MUATE TS T3 Ufsha/d &
RECK:] fiaretl @1 | o g, e
R IM & el 7 gaf iR fewrft &t
STt |

gocis Yol |ied) SRRES HEgH U4 <rafgfy gaaior dbs
2013 3R S 3R SR & fou digasRdt 2004 Td 913
UAaRT AT 2014 & Tl 4950 FRIS TUY B MAIHAT
3METRT FSTIAT WA 81 D ST, HBTIT DI
U gch HAE Bl Bl gl | afferd &l & forg s
TRt HBRIAT B 1000 HRIS 9, %‘ﬁwﬁr U &3l Bl A
&3 & AR A & oY 3eoe 275 (1) & WP P a8d
afeifera el & faera & foy awame fear mar § g 149
o STt & AE-fAR A 1T W@ T 2
WHQ’)N foa Farey & @y fQym & 7 g, 37 9
e, qd: Ufiag Sadmsll iR I SRT gRT gl w2t
ﬁﬁr@&m@m&ﬁaﬁ{%é?mﬁmw%l

P WRHR 7 Y AN (M IR gRad dwen)
R foham SR TS M FHIE B QAT I8 ST ARB],
&7 faRus SR GId IRARN & AII-I1Y F-h fTauRDT &
AT TET WY & 96 fBar g1 A ST By Qe
JITANT T FFIRRATYS | HET Y | =AY 1T &t R fasry
ufchar # qHlenetes, Meard® SR UIIS GeIa Y& B
& ol @f 15 21 TETAR, T SN BT T3 YHBIU S AT
Pt AlhT TERar & A1 IS faer merfieddansn, e
IR I &t s IREeT fawRid w1 MR 3axd
AMYR TR AT & A1 AT qHIT T8 MR I & 71eqq |
AEDPN HEATE Pl WS PRAT FAD! B HE@qUl
qfHepTd B

31d:, ST RANT BT YADBT hadl fTeeT qdb & Affa
T 2 9fcdh IAD! T8 YABT B3 AR H IS AN H i
g1 3T BT AT AT SN BT 37 YHABIA § F U B
Ty, ITSTT STANT 1 HIS[EHT & QR gd YTaeme & qfipd
a9y BRI & d8d 20,000 RIS . A AT F WY A
Tiag 3R MaTIHAT ATETRT IS BT YRT HRA b (ol I
faum, fa #=Tera &t w1 9. 37 # smdfed few o g
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fa #arem @ A . 37 T IR A"
T &30 DI JaRvT | Fefdd =1 fag wamery
39 99Y ¥ qanr fb 996 3 AN &
3T 99 2014-15 dF AT IRE R &
g, R AoFra den Ao
A 21 AT ST § &A1 A
e & s A d=ig gl

I DI o T A I8 AN E 2 [ TP R |

fafi= TPl & TEd THIH MITRT JTEeT YT B DI golTy
I SRRAT Td USSP ATAR Ib! SN TAR Bl
WY | g VDR &I AT DI G YA AR FHAS H 3fef=-
Ay dT BT FHIE B P foIU I HE A b 3R iR
RIS Y & AUl &3l § & I YR TR BWEY B
& oy qavag B WA B G HH IRG IR AMBR
METRT THH BT ITHA T H DHIRIH W 8T s gIRT AT
THAT B FgHIO TG DI ffoH w0 fam M1 8| 4R TSR
= TSN DI STA-ITT AT §91 & oIy rframTiaes wad=ran
U A 6 I A I Pl AH IAD N (AT Y&
DRI BY DR ARV Pl 329 A TG PR 429 DI DI dIagd fa<i
MR & RIEIRY HR &R <l TR DI 37APH 3R &
PR qY 2015-16 H 75 & U IUAE HH JISTDEY oI
I I §Y a9 2015-16 4. T, ﬁwaﬁwaﬁésmév—rsﬂﬁ
AT 99 2014-15 (F.91.) H 2.56 ARG HIS BUY &
H 1.80 g HIS JUY W) TS Tl 31d: dlged A<y SmaInT &
H gig B 3R fade1d vd areq wrfaeiiel Arerr iRl H
FHH T FHR AR T & AW | AHIA AT B
MY SRIRT @t Yferewr HF Brh|

149 I AR 7 370 RUE & W 7.2 9 1541 & A9
Td 2 Pl JeATh DI AHY IR & b IBIM AR 3R
IRASHRE & §9 ®I5 Yeud ey R [ Jarei |
T IO Ud I b ey H FHT SfHI0T IIR 7 SR
IR 33 AT @ 6 U JngR 99 & w9 H 2012-13 BT
U: AT AT € 3R 2012-13 & IR g & T |
2004-05 I 2012-13 P SR <! TS Y B g1 & Bl Ui
DI AT BIP 2013-14 3R 2014-15 P F BT A AT
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(TTA), et & SIE (§eTRSNY) TS
(T Tcdh), I TSI T TRATSII3
(Sud) =g SfaRed dwa weral, faRy
P FETIET (TARAG), a9 Ao e
(Tady) onfe oma €1 g™ & orfee
275(1) & AT D! TATE 1A & forg

21 149 37 SmINT 1 7€ wfohar |t T TR T W0 A AT
P B 3 UHR, T8 @1 T © fh 149 O smamr = =i &
oG U4 Y BT JAIbT BRd W ql Ihl B Ay
JMATIHATRN BT &9 H &1 & oy I8 =1d 2t & b vy
BRI H I & TR BT RO BRI THT 3 A H T AT
gl 3% JMfaRad, 144 fad AN gRT T SMIRHATSN 3R

ARSI Fa e & forg IR-ATSHII e
UM fhar Sirar g ST {6 3= s g™
RreRer &t 715 ® T1 9 7R T 21 I8
ﬁ?’—illvl"ll‘ld SRCN 'ﬁ_\’—dl\ﬂ'ﬂ‘ld RIS ©1CT,
URMA® RIeqT, qaraRvr, 98d) Aot TShi
JAT YAl T STIREV, WA Hebr, fraar
MEd AT g B IR rawrdmanit &
fog €1 Jenfy, Afffq g8 e ot & 5
SRR AT Ho T (TTAY) 1
TP S-Sl BRell & I T
Had WERl b WY H XISl bl gdad
TS RN §IRT fhy 1Y 3f1eeT & TR
UGN &I T3 off 7T aY 2014-15 H T
IOIC TIAM 28,514 TS UV AT AT
3T AT AR Megdafhd g fF adwe
goic H, UTNIT & 39 DIy ded el
e T 21 WA & IR, diagd fax
SIRAINT 1 RABIRET & AR BRI b ol
BIS e 8], BT WS Rieg fa smem|
ard H, Ay e HRa) © B = B
AT eI ilD IMI BT "B b IR
RO H FHIIYA B e AT Bl 3P
TRUTAREG™T &S AT §< 81 s & o
o5 gddrr & A i H (Taged) &
foe Tadly, et ae faom ardma

RISRA BT e Th B FHI, AT AT Al IS
ST Td A ARG & Ade H Isai & g f=Ia1 of |
ST | T AT g1 149 a7 omainT &t RuiE &1 %1 7.12 39
PR &

"SIl & @A SN Gl BT qoAIBT qReldE a
HTGGSIT @7 STevdl @ STTER UV 537 7T &1 & STeeved] BT
& W NI SHArsl & WaE H wdl @ & foerar al
7T # ¥ 81"

fh AR U4 IR-ASHRE Aied TR B [0
Y ATILARAIAT BT eI fhar 11 2 3R fawrsy gt 4
TR &1 YR SRd T 149 a7 AT 7 39 &9 H @1
8, AT B T, {9 B AETId  3rerdr Ay
AT WA & W4 H AIRF F1 FERIdl, STk dR
3faRUT FORT 3290 | 91 TR 429 B 3 a1 g, 7 afFrfera &
TS B

Y SRITT & RN A 371 AR WREGR 7 AfTag <A
Td STaRIHAT AR BIRIGHA! & w4 H AN . 37 & T84 4.
1. 2015-16 H Y& &I T 499 WERAT &1 ATee Al
fear g Rrad leRoius-s0 gcd (JMfeen & FHrarsiel-
qIeiR-BRIge fret, 8RR & ferg ey aror, ufeaw g &
oY faRIy Ao, 7ey gew 3R TR 9o & forg gaeds dahs
Afed) SIRIES AeyH U9 Qrgiary gatEior s 2013 AR
A 3R HEIR & oy digAemRdt 2004 Td aT¢ YA Ao
2014 & foTT 4950 FRIS TIY St Ul Ud maeadsdn sneama
A e 21 g9 AIfaRam, T VeIt &1 Udh g
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(SsegsfiSidl), fUwer &= srgar ffd
(FerReiu®), arrdeft Tewdeft gwrfaa fret

g @ B g § wftifera & & fow va el
WERICT’ B 1000 RIS %. & fORIDB1 VI &3l D1 317 &3l b

& forg arfiRed s Aergar (Tas<ys
& oy TAS), =i Sl & 3 dhad
T8I BT U gRATSHRT & fore i
% 3 TERIET 9N g1 Afafa &1 98 "1a
2 & 39 7R &) fafdre Qomd o fuss
T ISR &F1/A 3taal, et Jeg WG
2 ¥ SN WR & I & fafdree yare/
I 1S TS o, BT 0 TBR BT FHIA
S 781 21 39felv, 59 UhR & &3 | S
AHTS-3Nfde gadwis d§ H6! fio §
JAT S e Taueht ywifad Rl &
A H NI [ BT AT f B
g B, AT e anfde faer o &
T P2 IS BRI T THAY &
TER B It ft smaegdear B

39 Aoy ¥, 9fRfy a8 e axat g 6
ATy o I8 Wt fhar ® o dfaam &t
B YAl P I IJag &N qRES
BT A e ST gdedty e qer ufget
areraT |HTARE B o w1 |t aredt

IRIER M & foTg arges 275 (1) & WD & dgd At
gl & far & forw wxama fooar T g o= 144 oy s
& Ar-faaR I 31 a1 AT B

6 SR, 3RV Bl H et fHy S srerar
3G & FERU H SRR IR-aRER W M &b Il D
IRIY W 147 a7 RN BT 79 ¢ (P SRRy IR
RN & N SIfIPR & H § IR HY AR & 7q1eq |
SUYFRT FATEHT B JaE fhY S F I AR -
@ BT PRIN 8ol prem § dgrdr Ao =yl &=
TRER A W, AT TSR H ITT & R BT IR 429 b
S BT 149 fa M @t RIeIRY WeR ad gY &el § fF
IR B SART  TSAT BT U] SRR AT JTITIBATRN B
AR THM & Uy qor I8 IR &R 4 ADIeD
W@ et SR AR § b 5w, Sed Sl BT GO
EaSEC RIMISER CECINIRESENI CA L IS IEN G ISR TR
P | 396 AMAIRK, T8 Soord BT WY 3MawTd & fF 429
SIETl b HY W eIl SN X & oY g WHR D I
T SN Gorg T8 g9 ¢l fTem 1gfd & ogarR
Her wrd A= el $ eraaE & v gwRifd @
A ff T TS B

149 fa A 9 o RUE & k1 2.30 # SfR0T
BIHAT H AT el P FER H Ueh HRD P AR TR 3R
RIS AT aRa & 51 b STRIY UR T GICHI0T JAUATT
2 o SRRy AT At b N SIadR-aF H 7 3R
PRI B ARV &b SIRY FAEH] & G Jrag™= 3 9 R
fSwarall 1 T g9Tdl w0 A R B FHI | Gfh, IS SR
RS & ARI-[IY AT & IO AY JaRHARN Dl
ARHA o 1 2 ik vy qat & 2y @1 fglko a=a
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TRETeE Wefde Jems (Sie) (R
2011 A IRl TR@T Udd uRye &l
gfenfyd fear 2), dsiele wefie TRy,
3NTSAT P BIATBIEI-AIeHR-DRIYT (haldh)
&7, IR YT AR HF Yo oG oS
Ups anfa & dra gy Fueiy gosia 4
Y 31 T JoIdhs STavel & w0 H SR
o g Sufera &/maei # ot TR &
ST 8 @1P ITIar &b qed AHTIRI
RERERIRIEIRIICES SINES R IR TR
T TR H W B Aey| saferg Afafy
U&H IR 4: 39 910 W I <ol & P Ao
3fTEe & w4 H AT B [T & 3faror
& faftre 4 &1 o 99 & 9 fAeRa
BAT & I YR T ST =MRY a1 g
G ST AR, ST U TpfT &b AR
T ardes/d9mes sfdRer § g fadvor &
UET] T T Tl DR AhdT o] 39 G
¥, |faf a8 =rEdt & 6 ol & osmH
(IR BT FHY fAh™ Gadhich a4 el
|Af) Fadt gRE o B RmTiRe W)
faR fHar SN SR S Sugad w0 A
FHrTT fHar Sl

THT 147 a7 ITANT <1 S0 419 | W7 &, TIAY, TORiY, gy
3MMfe & BT H ARIRIT Bd TR, I B aR0T H FAIR
B TS T RO 329 ¥ 901 IR 429, H< @ g | aanfy g
RER B b, I MR TRAETers &3 o (R 2011
A AR IRET Tdd aReg &1 e foran g), dieels
aels URYE, ST & BIATRISI-aIeHIR-BRIYE &, IR
¥ 3R 7 Yo b oY gaerds Tobot anfe Sit &1y fawrd
aRecl & dia Buefy wweial § uRefora st &1 v
TIY TG R U T TSI & w0 H SN @1 ST 412,
AR WRHR Ut fa¥re Tl /aRarsmsi & ufq dor € s
P8 ISl Wl & &9 8 9 P HRU Tes Fobdl 8 37
2015-16 (3. W1.) & SRM A< HATerT & 71T W& 37 & d8d
yeE B T8 faPN Werd & fofg 19,700 HRIS %, B Hel
3T srgHifad fhar T B 58 FIBTRIUG-RISY gedh (TS
& HreEre-aeniR-eRYe e, fIer & fay fadw arem,
9fegd el & fofy faeiy Ao, AeT 9oy @i SR USs &
oY gaerds Ghor Afeq) SIRRES HegH Ud Qraidig gafaior
UpST 2013 IR OH 3R SR & foy GgasRdl 2004 T4
I3 gar AT 2014 & T 4,950 TS UV &1 Ufdag
A e 21 g9 IfaRam, I WerIdT &1 Udh 9
e & ot H wfefera e & folg vep arift
FERAT B 1,000 IS . § BT U 831 DI 1 &l &
SRIER T P fory 31 275 (1) & WD & dad AR
gal & [ & forg wama e a2 92 144 fd smamn
& Ara-fIaR I T W AT Bl 39 UPR, TS qoT orey
e Ryd &1 # Shad WR SR So™ & A9y WRioH | IR &t
TS THIH Toh-Hed WMl Y& HRP a9 2015-16 H W SRy
REINRIER

9% AfdRad, dlegd fad IR gRI WRd 427 B &R
A TN B B & S IR0 F ATl P ARSI
fITRT 3R BT YT R Ud TGN Il bl TUeTal b A1
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|ty &1 F8 Jroa fhar a1 & 6 diesd
< amam 4 b fawre A qa
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Annexure
Statement showing Action Taken on the Recommendations/Observations contained in
10th Report of Standing Committee on Finance (16th Lok Sabha) relating to Ministry of Finance
SI. No.| Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or not by Government (if any)
No.
1 2 3 4 5 6
1 Para01 | During the course of scrutiny of the It may be observed that most of the savings were largely Accepted

Demands for Grants (2015-16) of the
Ministry of Finance, the Committee have
of

inconsistencies in budgetary allocations as

noticed instances and trends
also large under-utilisation of budgeted
funds as highlighted by certain illustrative
examples such as : (i) Demand No. 34
[Detailed Head 09.01.28] relating to
payment to consultants, legal service
charges, payment on account of MOUs etc.;
(i1)) Demand No. 46 [Detailed Head
52.01.26] relating to expenditure incurred
on Advertisement & Publicity, (iii) Demand
No. 34 Major Head 5475 in respect of
Capital Outlay on other General Economic
of Actual
Expenditure vis-a-vis BE during the period
2012-13, 2013-14 and 2014-15 in respect
of Department of Financial Services as

reflected in the Outcome Budget (2015-16),

Services, (iv) Analysis

owing to post budget decisions/exchange rate fluctuation/
economic situation which could not be visualized at the time of
framing of Budget Estimates and therefore beyond the control
of the Department. However, necessary instructions are issued
to all concerned for preparing realistic estimates avoiding such
large saving/under-utilization at the time of issuing Budget
Circular.

In the light of the observation of the Standing Committee,
an Expert Group has been set up to review and rationalize the

budget documents.
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

(v) Demand No. 38 (Major Head 7610)
relating to "Loans to Government Servants
etc." and (vi) Demand No. 36 relating to
Interest Payments. The Committee have in
their previous Reports been commenting
upon such trends in the Demands for
Grants, which have only indicated laxity in
the budgeting exercise and non-application
or inadequate application of available tools/
techniques in budget formulation. This has
obviously resulted in lacunae such as under-
allocation of funds juxtaposed with over-
allocation in some cases, wide fluctuations
between the BE, RE and the Actuals during
successive years and large under-utilisation
of allotted funds. Doubtless, some
improvements have been made over the
years and attempts have been made to
streamline the processes. Nevertheless, the
Committee believe that more earnest efforts
are required so that budget formulation
becomes more coherent and purposeful. In
this regard, the Committee would also like
to suggest that budgetary documentation
can also made simpler, less unwieldy and

easier to comprehend.
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6
2 Para02 | It was submitted during the deposition "Special Assistance" is a new budget line introduced in Accepted

before the Committee that Rs. 20,000 crore
has been earmarked in the current Budget
for allocations to be made to States on the
of NITI Aayog.

Subsequently, in their post-evidence reply,

recommendations

the Ministry of Finance have stated that
budget estimates of Rs. 20,000 crore is a
new budget line introduced in 2015-16 in
Demand No. 37 (formerly Demand No. 36)
under the major head 3601 (sub-major head
03), that is, Special Assistance to States.
They have also clarified that the process of
obtaining minor head/sub-head/detailed
head/object head has already begun in
consultation with the office of the
Controller General of Accounts. Further,
this amount shall be disbursed based on the
recommendations of NITI Aayog. The
Committee, however, are not satisfied with
the Ministry's explanation with regard to
the presentation as well as earmarking of
the afore-mentioned funds in the Budget.
There is an element of obfuscation and non-

transparency in the manner of presenting/

2015-16 in Demand No. 37 with an allocation of Rs. 20,000
crore which is earmarked for committed spill over liabilities
pertaining to area specific schemes and projects for which budget
provision is not made after the implementation of FFC
recommendations and need based assistance to the States,
depending upon requirements due to varying socio-economic-
geographical factors.

Now, it has been finalised that this amount under "Special
Assistance" for Central Plan Scheme will reflect in Demand No.
37 - Transfers to States & Union Territory Governments with
the 15 digit code as 3601.03.560.01.00.35 and
3601.03.560.01.00.31 for Grant in Aid for Creation of Capital
Assets and Grant in Aid (General) respectively in the Demand
for Grants of 2016-17.

In consultation with NITI Aayog, GOI has approved the
allocation of Special Assistance provided in BE 2015-16 which
includes committed spill over liabilities & need based assistance
of Rs. 4950 crore towards BRGF-State Component (including
KBK districts of Odisha, Special Plan for Bihar, Special Plan
for West Bengal, Bundelkhand package for MP & UP),
Uttarakhand Medium & Long term Reconstruction Package 2013
and PMRP 2004 & Flood Rehabilitation Plan 2014 for J&K.
Further, one of the components of the assistance approved is

Rs. 1000 crore towards 'One time assistance to areas covered
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.

1 2 3 4 5 6
projecting such a significant budget | under Sixth Schedule of the Constitution', which has been
estimate before Parliament, particularly | proposed for development of the areas covered under the proviso
when it is being made for the first time. The | to Article 275(1), which are excluded from the consideration of
Committee, therefore, desire the | 14th Finance Commission, in order to bring such areas on par
Government to have a relook in the matter | with other areas.
and also intimate the Committee as to how Thus, the allocation from Demand No.37 of Department
such allocations, if any, will be reflected in | of Expenditure of Ministry of Finance is allocated mainly to
the Demands for Grants of 2016-17. meet with committed liabilities and to specific needs as may be

suggested by the NITI Aayog.
3 Para 03 | The Committee are also at a loss as to The Union Government established NITI Aayog (National Accepted

understand the deployment and utilisation
of such a large corpus, which will be
disbursed on the recommendations of the
newly constituted NITI Aayog that has
replaced the Planning Commission. The
Committee feel pertinent to point out here
that if the newly constituted NITI Aayog is
to perform allocative function similar to the
function attached to the erstwhile Planning
Commission, it is not clear as to why the
Planning Commission was dismantled in
the first place. The Committee, would,
therefore like to be apprised about the

Institution for Transforming India), and discontinued the
Planning Commission after extensive consultation across the
spectrum of stakeholders, including state governments, domain
experts and relevant institutions. NITI Aayog may not be
considered as replacement of the Planning Commission. NITI
Aayog is constituted to provide a critical directional and strategic
input into the development process. Accordingly, NITI Aayog
has been assigned the new roles like evolving a shared vision of
national development priorities, sectors and strategies with the
active involvement of States and for fostering cooperative
federalism through structured support initiatives and mechanisms

with the States on a continuous basis.
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

precise mandate of NITI Aayog with regard
to allocation of resources to States and the
parameters as also the mechanism
governing such transfer of funds. This issue
clearly brings to the fore key concerns on
the new process/mechanism being adopted
for transferring budgetary resources to
States (outside the ambit of the Finance
Commission), which will be discussed and

commented upon in the succeeding paras.

Therefore, the role of NITI Aayog is not confined to
allocation alone but the new role is different from that of the
Planning Commission in many respects. Allocation role is one
of the roles of NITI Aayog. However, unlike earlier provision
during the prevalence of Planning Commission, the amount of
Rs. 20,000 cr. under Special Assistance has been allocated in
Demand No. 37 of Department of Expenditure, Ministry of
Finance for fulfilling the committed and need based liabilities
in consultation with the NITI Aayog.

A long pending demand of the States has been to abandon
the approach of 'one size fits all' and tailor their Plans to suit
their needs and requirements rather than getting scheme based
allocations under various centrally sponsored schemes. The
Union Government is committed to selectively intervene only
in core areas of National importance and inter-State in nature,
for removing regional imbalances and to address differential
deprivation in the society. The sharing pattern for CSS has been
finalised reducing the number of schemes and retaining the right
based scheme in present form. The Government of India accepted
the FFC recommendation of increased devolution of tax from
32% to 42% providing increased fiscal space to the state
providing greater freedom to plan for their respective states. In
view of the reduced fiscal space available to the Centre in 2015-
16 on account of higher devolution to the States, in 2015-16
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.

1 2 3 4 5 6
Budget Estimates, the Central Assistance for State Plans have
been budgeted as Rs.1.80 lakh crore as compared to Rs.2.56
lakh crore in 2014-15 (RE). Thus, implementing the FFC
recommendations would be progressive because progressive tax
transfers would increase and discretionary and less progressive
plan transfers would decline. With the transfer of major
resources through the mechanism of Devolution of Taxes, the
NITI Aayog under the Revised Mandate will have lesser role in
resource allocation.

4 Para 04 | Demand No. 37 in respect of Ministry of FFC while assessing the revenues and expenditures of the Accepted

Finance relates to transfer to States and
Union Territory Governments. The Ministry
of Finance have submitted in this regard that
they have been releasing funds under this
Demand till the year 2014-15, which
included releases both under Plan and Non-
Plan categories. Plan Grants comprise of
Block Grants, which consists of Normal
Central Assistance (NCA), Backward
Regions Grants Fund (BRGF) Scheme
(State Component), Additional Central
Assistance (ACA) for Externally Aided
Projects (EAPs), Special Central Assistance
(SCA), Special Plan Assistance (SPA) etc.

States, in Para - 7.2 of its report has stated that they have taken a
holistic view of revenue expenditure on various services without
making a distinction between plan and non-plan and that they
have re-assessed the base year expenditure as 2012-13 for the
purpose and by applying trend growth rates of expenditure
observed during 2004-05 to 2012-13 over actual expenditure of
2012-13, the expenditure estimates of 2013-14 and 2014-15 have
been arrived at. The methodology has been applied uniformly to
all states by FFC. Thus, it is seen that the expenditure needs of all
States have been taken into account by FFC in its assessment of
revenues and expenditures of the States which in turn has been
factored in while determining the share of states in Central taxes.
Further, the differences amongst States in fiscal capacity and
expenditure need, including cost disabilities, have also been taken
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

Non-Plan Grants are provided as
recommended by the Finance Commission
for its award period under Article 275(1)
of the Constitution and are charged
expenditure. These Non-Plan Grants are
meant for Non-Plan revenue deficit,
elementary education, environment,
improving outcomes, maintenance of roads
and bridges, local bodies, calamity relief
and for State Specific needs. The
Committee, however, note that the afore-
mentioned Normal Central Assistance
(NCA) to States as an untied Grant under
the Gadgil-Mukherjee formula was
provided, hitherto, as per allocation made
by the erstwhile Planning Commission and
the Budget Estimate for which in 2014-15
was Rs. 28,514 crore. The Committee now
find to their surprise that in the current
Budget, there is no allocation under NCA.
According to the Ministry, higher transfer
of untied devolution of taxes as per the
recommendations of the Fourteenth
Finance Commission will take care of 'no
allocation under NCA'. In fact, the

into consideration by FFC while assessing the expenditure needs
and revenue. Para-7.12 of FFC report is as below:

"The expenditures and revenues of states have been assessed
based on actual and normative expenditure needs. While
assessing expenditure needs, we have taken into consideration
the differences among the State in fiscal capacity and expenditure
need, including cost disabilities."

Since the revenue expenditure requirements of the states,
including Plan and Non-plan, have been assessed and factored
in FFC while determining the share in divisible pool, the
additional Central assistance in the form of NCA, SCA or SPA
stands subsumed in the higher tax devolution which have been
increased from 32% to 42%.

Now in consultation with NITI Aayog, GOI has approved
the allocation of Special Assistance provided in BE 2015-16
under Demand No. 37 as a committed liabilities and need based
programs which includes committed & need based liabilities of
Rs. 4950 crore towards BRGF-State Component (including KBK
districts of Odisha , Special Plan for Bihar, Special Plan for
West Bengal, Bundelkhand package for MP & UP), Uttarakhand
Medium & Long term Reconstruction Package 2013 and PMRP
2004 & Flood Rehabilitation Plan 2014 for J&K. Further, one
of the components of the assistance approved is Rs. 1000 crore
towards 'One time assistance to areas covered under Sixth
Schedule of the Constitution', which has been proposed for




32

SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

Committee notice that all untied Block
Grants to States have been subsumed in
"higher devolution of taxes". This has
resulted in discontinuance of schemes like
SCA for Hill Areas
Programme (HADP), Western Ghats
Development Programme (WGDP),
Backward Regions Grants Fund (BRGF),
Additional Central Assistance for Left Wing
Extremist (ACE for LWE) affected Districts

etc.; only the assistance under ACA for

Development

Externally Aided Projects continues under
Block Grants. The Committee are of the
view that such subsuming of specific
schemes designed with a special purpose/
focus to uplift living standards in backward
and under-developed areas/regions with
chronic poverty is not desirable. Central
budgetary support and an element of hand-
holding by way of SCA is therefore still
required to bring about social and economic
development in such areas which are
lagging far behind in socio-economic
indices and which also face extraordinary
challenges as in the case of Left Wing

Extremist affected Districts.

development of the areas covered under the proviso to Article
275(1), which are excluded from the consideration of 14th
Finance Commission, in order to bring such areas on par with
other areas.

Further on the request of the States to make intra-state
inequality as a factor into the devolution formula or in
determining grants, FFC has taken a view that intra-state
inequality is within the policy jurisdiction of the States and
provisioning of adequate resources through tax devolution should
enable them to address intra-state inequalities in an effective
manner. Central Govt. also, while accepting the recommendation
of FFC to increase the share of states to 42%, in its ATR, has
stated that the higher tax devolution will allow States greater
autonomy in financing and design of schemes as per their need
and requirements and that it is hoped that the states will use the
extra fiscal space available to create productive capital. Further,
it may not be out of place to mention that higher devolution of
central taxes at 42% has not left enough fiscal space with the
Centre to continue support to States in form of Block grants.
Even the constraint of funds has been observed for implementing
various centrally sponsored schemes as per existing pattern.
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6
5 Para 05 | In this context, the Committee note that the In para 2.30 of its report, Fourteenth Finance Commission Accepted

Ministry have clarified that the issue of fund
allocation to Regional Council stipulated
under the Sixth Schedule of the Constitution
is distinct from the issue of development
of Hill Areas and Western Ghats, which
have been discontinued or subsumed. The
Committee desire that in view of the
statutory requirements, the resources
transfer envisaged in the tripartite
agreements between the Centre, States and
the Regional Development Councils such
as Gorkhaland Territorial Administration
(GTA) (which has replaced the Darjeeling
Gorkha Hill Council since 2011), Bodoland
Territorial Council, Kalahandi-Bolargir-
Koraput (KBK) region of Odisha,
Bundelkhand packages for UP and MP etc.
should be preserved and continued as a
separate agreement , which is not subsumed
under Block Grants for eradication of
extreme poverty in these neglected areas/
regions. The Budget should accordingly
reflect this position clearly. In this context,
the committee would thus emphasise that

(FFC), on the request of the States to make intra-state inequality
as a factor into the devolution formula or in determining grants,
has taken a view that intra-state inequality is within the policy
jurisdiction of the States and provisioning of adequate resources
through tax devolution should enable them to address intra-state
inequalities in an effective manner. Since the revenue expenditure
requirements of the states, including Plan and Non-plan, have
been assessed and factored in FFC while determining the share
in divisible pool, the additional Central assistance in the form
of NCA, SCA, SPA, etc stands subsumed in the higher tax
devolution which have been increased from 32% to 42%.
However, Union Government is conscious of the tripartite
agreements between the Centre, States and the Regional
Development Councils such as Gorkhaland Territorial
Administration (GTA) (which has replaced the Darjeeling
Gorkha Hill Council since 2011), Bodoland Territorial Council,
Kalahandi-Bolargir-Koraput (KBK) region of Odisha,
Bundelkhand packages for UP and MP etc. Government of India
is fully aware of spill-over liabilities pertaining to the specific
schemes/projects which may lag behind due to the
discontinuation of some of the Plan Schemes. Hence, in the line
of suggestion of the Committee the allocation of Special
Assistance provided under Demand No. 37 of Ministry of
Finance during 2015-16 (BE) has been approved for total amount
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

the specific mechanism of transfer of funds
to States as Plan Grants developed over time
should be preserved and kept distinct and
separate from devolutions under Finance
Commission award, which by its very
nature cannot address re-distributive
aspects in funds allocations/resources
transfer. In this regard the committee desire
that the recommendations of Raghuram
Rajan's Report on backwardness of States
(Committee for Evolving Composite
Development Index of States) may be

considered and appropriately implemented.

of Rs. 19700 crore. This includes committed liabilities of Rs.
4950 crore towards BRGF-State Component (including KBK
districts of Odisha , Special Plan for Bihar, Special Plan for
West Bengal, Bundelkhand package for MP & UP), Uttarakhand
Medium & Long term Reconstruction Package 2013 and PMRP
2004 & Flood Rehabilitation Plan 2014 for J&K. Further, one
of the components of the assistance approved is Rs. 1000 crore
towards 'One time assistance to areas covered under Sixth
Schedule of the Constitution', which has been proposed for
development of the areas covered under the proviso to Article
275(1), which are excluded from the consideration of 14th
Finance Commission, in order to bring such areas on par with
other areas. Thus, the Schemes designed with the special purpose
to uplift living standards in backwards and under develop areas
have been continued during 2015-16 also by providing One Time
Assistance.

Besides, with the higher devolution of taxes to States at
42% recommended by FFC, sufficient flexibility to the States
to conceive and implement schemes/programmes suited to the
local needs and aspirations, including requirements to bridge
the inter-state developmental deficit gap and eradication of
poverty.

States Governments have been requested to submit the
project-wise proposals through NITI Aayog. NITI Aayog will

examine and recommend projects for which fund is to be
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
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released. Fund is to be released to various states fulfilling the
conditions as per the rules & guidelines within General Financial
Rules (GFR).

6 Para 06 | The Committee have been informed that the The FFC has substantially enhanced the share of the States in Accepted

Fourteenth Finance Commission has
enhanced the share of the States in the
Central divisible pool from the current 32%
to 42%, which has been stated to be the
biggest ever increase in vertical tax
devolution. It has been stated that during
2015-16 alone, increase in transfer to States
over 2014-15 (both from tax devolution and
grants) is estimated to be about Rs. 2.1 lakh
crores. According to the Ministry of
Finance, all States stand to gain from these
transfers of funds in absolute terms, and the
States can therefore support various projects
and programmes out of the increased
devolution. The Committee believe that
inter-state inequality as well as intra-state
disparities including uneven resource-base
and development cannot be addressed by
the method of resource transfer followed
in the current year's Budget. The utilisation

the Central divisible pool from the current 32 % to 42 %, which is
the biggest ever increase in vertical tax devolution. The FFC has
also proposed a new horizontal formula for the distribution of
the states' share in divisible pool among the states. Relative to the
Thirteenth Finance Commission, the FFC has incorporated two
new variables: 2011 population and Forest cover. All states stand
to gain from FFC transfers in absolute terms. While some States
gain on account of increase in divisible pool, some States with
large forest covers are likely to get higher tax devolution due to
inclusion of forest cover also in the devolution formula.

The requirement of the States on account of inter-state inequality
as well as intra-state disparities, including uneven resource-base
and development has been taken into account by FFC while
determining the share of the States. As a consequence of higher
devolution, the fiscal space of Union has shrunk. For making
selective intervention in areas of national priority, in 2015-16
BE, the Central Assistance for State Plans have been budgeted
as Rs.1.80 lakh crore as compared to Rs.2.56 lakh crore in
2014-15 (RE), by retaining the allocations under Right based/
cess backed schemes like SSA, MGNREGA, Road Sector, Tribal
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of funds thus transferred by respective
States may be based on own priorities and
absorptive capacity, rather than the
specifically determined purposes for these
grants in the first instance. This naturally
gives rise to an apprehension that the
desired outcomes on socio-economic
parameters in neglected areas, which a
focussed grant could yield, may not be
forthcoming now. The Committee would
therefore expect the Ministry of Finance to

address these concerns appropriately.

sub Plan etc almost at the same level of last year.

The Union Government has retained the Sharing pattern of 17
core schemes under CSS, which form part of the National
Development Agenda, with the sharing pattern of 60:40 between
the Centre and the States (90:10 for the 8 North-Eastern and 3
Himalayan States). The funding pattern of the schemes namely
MGNREGA, NSAP, UMBRELLA Programmes for development
of SC, ST, differently abled person, minorities, backward classes
and vulnerable group will remain unchanged. All other schemes
will be optional for the State Governments and their fund sharing
pattern will be 50:50 between the Centre and the States (80:20
for the 8 North-Eastern and 3 Himalayan States). Thus, the Union
Government has retained schemes keeping in mind the need of
certain core programmes for achieving desired outcomes on
socio-economic parameters and keeping in view the national
priorities and neglected areas.

The States have been demanding to abandon the approach
of 'one size fits all' and tailor their Plans to suit their needs and
requirements rather than getting scheme based allocations under
various centrally sponsored schemes. The transfer of more
resources to the States in the nature of untied funds by way of
higher tax devolution will enable the States to make and
implement schemes or programmes as their genius to achieve
desired outcome including, on socio-economic parameters in

neglected areas as per requirements and aspirations of people.
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7 Para 07 | Another pertinent issue that has invited the Most of funds kept and operated in the Public Account of Accepted

attention of the Committee relates to
transfer of funds to the Public Account of
India, where in balances available in the
corpus do not lapse at the close of the
Financial Year.
Committee note that as per Article 266(2)

of the Constitution, the receipts into the

In this regard, the

Public Account and disbursements out of it
are not subject to approval by Parliament.
According to the Ministry's submission,
funds under Public Account are generally
created to regulate the flow of funds with
dedicated receipts in the form of cess,
levies, annual contributions, fees etc. and
proceeds are assigned to the specific
purpose as laid down in the Statute or Rules.
Thus, funds such as Central Road Fund,
National Clean Energy Fund, National
Social Security Fund, Guarantee
Redemption Fund etc. are backed by
specific receipts or seeded by annual
The

Ministry have sought to allay the

contributions from Government.

apprehension of the Committee that since

India are based on the provision enunciated in the Acts passed
by Parliament. Thus, operation of the fund through Public
Account cannot be obviated. Further, dedicated receipts in the
form of cess, levies, contributions, etc. are to be set aside for the
purpose for which they are levied and collected. These are
generally not available for being spent on the general schemes
of the Government.

It may be appreciated that funds are not operated for the
purpose of securing non-lapsability. All the schemes financed
from such funds are on-going schemes and are appraised,
approved and the financial outlays thereof decided by the
competent authorities before commencing implementation of
the schemes as per the standard procedure laid down in the
financial rules.

Considering the tight fiscal management exercise as part of
budget exercise, funds are provided to the implementing agencies
only to the extent of capacity to spend/utilize in a fiscal, leaving
little scope for keeping the funds unutilized in the Public Account
of India. Also, monies spent out of reserve funds/corpus funds
kept in the Public Account of India are routed though
Consolidated Fund of India so that they are subject to scrutiny

and approval of Parliament.
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the corpus of these funds are utilized
towards implementing Government
schemes/programmes, these are subject to
Parliament scrutiny and that expenditure out
of such funds are routed through the
Consolidated Fund of India, for which
appropriations are sought through Demands
for Grants and Appropriation Bill. The
Committee note that the non-lapsability of
funds in the Public Account does give a
distinct advantage to Government, as fresh
appraisal as well as provisioning need not
be made by way of budget estimate every
year. However, the rationale for which
Public Account is provided for in the
Constitution in the first place should be
adhered to and transfer of funds to this
Account should not be indiscriminately
resorted to secure non-lapsability alone, as
it may willy-nilly circumvent Parliamentary
scrutiny and oversight of budgetary
processes. Such a situation/arrangement of
non-transparency coupled with lack of
accountability to Parliament is un-

acceptable to the Committee.
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8 Para 08 | The Committee note that an amount of The Interest Subvention Scheme for 2015-16 was approved | Decision to be taken | With the
Rs.13,000 crore has been allocated for the | by the Union Cabinet on 21.7.2015 and is under implementation | at the time of |approval of
interest subvention for crop loans in the | by the Government. The Scheme, inter alia, includes the | finalization of | the Union
BE 2015-16. However, in their post- | provision that in order to provide relief to the farmers on | supplementary grants | Cabinet, a
evidence reply, the Ministry have stated | occurrence of natural calamities, the interest subvention of 2% | by Budget Division |Committee
that as per the assessment of financial | shall continue to be available to banks for the first year on the has since
implication of interest subvention for the | restructured amount. been
year 2014-15, the total subvention constituted
including post-harvest storage is Besides, with the approval of the Union Cabinet, a under the
estimated to be Rs.18,904 crores as | Committee has since been constituted under the aegis of Ministry aegis of
against Rs.15,649 crore in 2013-14. They | of Agriculture to suggest the feasible measures/options for Ministry of
have also submitted that due to the | improving targeted lending to small and marginal farmers and Agriculture
seasonal nature of the cropping pattern, | ensuring maximum utilization of limited budgetary resources to suggest the
subvention claims for short-term crop | under the Interest Subvention Scheme. feasible
loans given in one financial year spill over measures/
to the subsequent financial years. So far during 2015-16, a total of Rs.12,405.16 crore has options for
Accordingly, the budget provision for | been released to Reserve Bank of India (RBI)/National Bank improving
2015-16 will be utilised for reimbursing | for Agriculture & Rural Development (NABARD), out of the targeted
the claims raised during the period 2012 | allocated budget of Rs.13,000 crore for the year 2015-16, lending to
to 2014 as well as during 2015-16, if any. | towards settlement of interest subvention claims of banks small and
When the Committee pointed out the | pertaining to previous years. Besides, additional Rs.5,000 crore marginal
extent of under-allocation under this | has been proposed under Revised Estimates, 2015-16 for farmers and
Head, particularly when unseasonal rains | implementation of Interest Subvention Scheme, taking the total ensuring
have wreaked havoc causing extensive | proposed allocation for the current year to Rs.18,000 crore. maximum

damage to crops in Central and North

Further, Rs.20,000 crore has been proposed under Budget

utilization of
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India, the Ministry have conceded that | Estimates for 2016-17 for implementation of Interest budgetary
additional provision of about Rs.15,000 | Subvention Scheme. resources
crore may be required under this head, under the
depending upon actual claims received. Interest
The Committee, would, therefore urge the subvention
Ministry to make sufficient additional Scheme.
allocations under this Head so that Government
farmers are adequately protected against may take the
vagaries of nature. More so, when this recommendations
year, nature has been very unkind to the of the said
farming community. Committee

into
consideration
for the
Scheme of
2016-17

9 Para 09 | In this context, the Committee would also Insurance Regulatory and Development Authority of India Not Accepted Department
like to highlight the underlying problem of | (IRDAI) has initiated various measures as below for ensuring of
wholly inadequate crop insurance system | financial protection to farmers and economically weaker Agriculture,
available for the hapless farmers. The | sections of the society. Cooperation
existing weather and yield-based systems & Farmers
take only the area and not the individual as | B IRDAI has formulated the micro insurance regulations which Welfare
a unit. This approach does not seem to provide a platform to distribute insurance products, certain has moved
represent and address the manner in which levels of cover, premium and benefit standards, which are a Cabinet

Note on
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crop damage actually occurs. The affordable to the rural and urban poor. These regulations Bhartiya
committee feel that if crop insurance have allowed Non-Government Organizations (NGOs) RBI Krishi Bima
products are to be tailored to cover for a regulated NBFCs, primary agriculture societies, urban Yojna
range of risks as well as reach out to the cooperative banks, Self Help Groups (SHGs) etc. to act as (BKBY)
individual farmer, insurance premium will agents to insurance companies in marketing the micro and Pilot
inevitably increase, which will have to be insurance products. These Micro Insurance agents can also Unified
duly factored in and subsidised, while work with the Agriculture Insurance Company of India for Package
making crop insurance a viable proposition. distributing micro crop insurance products. These new Insurance
It is also necessary that large number of the distribution channels will surely help in reaching out to the Scheme
country's small and marginal farmers, who poor and the deprived section of the population especially (UPIS) to
are financially excluded, should be brought those residing in rural areas. provide
under the insurance ambit, which will no financial
doubt reduce the costs for all concerned. The Insurance companies are also encouraged to devise protection
such a wide insurance coverage should be products with smaller premiums and less coverage, which to farmers
linked to micro-finance and the Self Help can help in catering to the insurance needs of the low-income including
Groups (SHGs) network as well. In this population that cannot afford or do not have access to social
regard the Committee recommended that a traditional plans. Currently, as per our records, about 50 crop security.

suitable fool-proof mechanism/scheme
should be put in place to provide complete
financial protection to farmers including

social security.

insurance products are being marketed by AICIL and other

General Insurance Companies.

IRDAI had come out with a regulatory framework vide
IRDAI (Obligations of Insurers to Rural or Social Sectors,
2002) so as to ensure a balanced and speedy penetration of
insurance coverage in the country. Recently IRDAI has also
formulated a draft regulation- IRDAI (Obligations of Insures
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to Rural and Social Sectors) Regulations, 2015, in pursuance
to the amendments brought about u/s 32 B of the Insurance
Laws (Amendment) Act 2015. These regulations impose
obligations on insurers towards providing insurance cover
to the rural and economically weaker section of the
population. The regulation mandates that the insurers have
to necessarily sell a specified percentage of policies and
underwrite specified percentage of gross premium
underwritten with respect to life and non-life insurance
companies respectively. Stringent penalties are also
prescribed under the Act for non-compliance of the above

provision.

To ensure faster settlement of crop insurance claims the
IRDALI is actively considering the use of satellite remote
sensing technology as an efficient and reliable mapping tool
for yield estimation for assessment of risk and settlement of
crop insurance losses. IRDAI has had a series of discussions
with various stakeholders in this regard. In this direction,
various research studies and experiments are being
undertaken by institutions associated with agriculture and
rural development, throughout the country. Use of this
technology would definitely ensure speedy assessment and

settlement of crop losses.
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B One of the main reasons for low levels of insurance
penetration in crop insurance is lack of awareness about the
insurance products and the benefits of various insurance
policies. IRDAI, as insurance sector regulator, has been
playing pro-active role in promoting insurance education

so as to improve financial literacy among the population.

Agriculture Insurance Company of India Ltd. (AICIL), at
present, transacts only crop insurance business. Other policies
covering various risks pertaining to farmers such as agriculture
implements, personal accident, livestock, etc. are being provided

by other general insurance companies.

The present crop insurance schemes formulated by the
Government of India are area approach based schemes' covering
crops of the farmers against non-preventable risks which are
subsidized by the governments.

The operation of Crop Insurance Scheme with farmer's
holding as unit or the tailor made products made to suit each
individual farmer's choice of risk may not be feasible due to

following reasons:

i. Large number of small sized farm holdings vis-a-vis small

ticket insurance to service large number of such holdings




44

SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

which is administratively challenging task.

ii. Non availability of past record of farm level yield data.

iii. Location of fields in remote and inaccessible areas.

iv. Requirement of huge investment in terms of creation of
infrastructure and manpower for assessing the yield/ loss.

v. Assessment of losses on large number of fields
simultaneously affected by wide spread calamities i.e. Flood,
hail storm etc. is difficult.

vi. High costs of operation will push up premium rates which

if not subsidized, may be unaffordable to the farmers.

Small and Marginal farmers covered under NAIS, MNAIS
and WBCIS are 63% of total insured farmers. These schemes
are compulsory for loanee farmers and optional for non-loanee
farmers. Thus small & marginal farmers availing short term
agricultural loans for growing notified crops can be covered
through banking network. Those not availing crop loans have
option to participate in crop insurance schemes as non- loanee

farmers.

As per schemes provisions, the farmers who avail the Seasonal
Agricultural Operation loans (SAO) for growing notified crops
are covered as loanee farmers. Micro-finance, if availed for
notified crops is covered under crop insurance schemes. Self-
Help Groups ( SHGs) also participate under these schemes.
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10 Para10 | The Committee note that under the Under Pradhan Mantri Jan-Dhan Yojana (PMJDY) as on Accepted

Pradhan Mantri
(PMIDY), as against the estimated target

of opening 10 crore accounts, as on 28

Jan Dhan Yojana

February, 2015, 13.68 crore accounts have
been opened, out of which 8.16 crore
accounts are in rural areas and 5.52 crore
in urban areas. However, it is a matter of
concern that out of the total 13.68 crore
accounts, as many as 8.59 crore accounts
are with 'zero balance' (i.e. 62.79%).
Although, deposits of Rs.12693.87 crore
have been mobilised through these
accounts, the Committee would like the
Ministry to constantly monitor the
progress in operationalising the 'zero
balance' accounts. Towards this end, as
already accepted by the Ministry, the
benefits / payments accruing to the
account-holders under different schemes
including transfer under Direct Benefit
Transfer (DBT) as well as wage/ pension
payments under programmes such as the
MGNREGA and Social Security Schemes

should be credited to the PMJDY account,

02.12.2015,
Public Sector Banks (PSBs), Regional Rural Banks (RRBs)

and major private sector banks, out of which 11.82 crore

19.41 crore accounts have been opened by

accounts are in rural areas and 7.59 crorein urban areas.
Deposits of Rs.27283.06 crore have been mobilized. 16.61
crore RuPay Debit cards have been issued.

As on 31.01.2015, the number of Zero balance accounts
opened under Pradhan Mantri Jan-Dhan Yojana (PMJIDY)
stood at 67.30 %. However, due to constant follow-up by
the banks, Zero Balance accounts have reduced to 34.31% as
on 02.12.2015. To further make these accounts operative
and functional, PMJDY envisages transfer of benefits under
various Direct Benefit Transfer (DBT) Schemes of Central
Government including Direct Benefit Transfer for LPG
(DBTL). State Governments have also been requested to
transfer benefits through accounts of the beneficiaries opened
under PMIJDY. Besides, Mahatma Gandhi National Rural
Guarantee Scheme (MGNREGA) has been
implemented in 300 districts and all the wage payments
under MGNREGA are to be made through these accounts.

In the Union Budget 2015-16, two insurance schemes,
Pradhan Mantri Jeevan Jyoti Bima Yojana (PMIJJBY),
Pradhan Mantri Suraksha Bima Yojana (PMSBY) and one
Pension scheme Atal Pension Yojana (APY) were announced

Employment
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which will thus become the convergence | whose premium/contribution will be debited from the balance
point for the intended beneficiaries and | available in bank accounts. The three Schemes have formally
help them nurture their account with a | been launched by Hon'ble Prime Minister on 09.05.2015. These
bank or a post office and thus sustain | social security schemes will motivate customers to keep their
their livelihoods. bank accounts functional.

11 Parall | The operationalisation of PMIDY Business Correspondents (BCs) are part of branchless Accepted

accounts and last-mile implementation
of financial inclusion should be hastened
by the

Correspondent model

strengthening Business
(BC)

simultaneously efforts should be made to

and

expand banking network through brick
Banks

implementing this programme should also

and mortar branches also.
be incentivised and provided necessary

logistical support.

banking and are deployed by banks where opening of
branch is not commercially viable. Business Correspondents
are fixed point/online/inter-operable and equipped with micro
ATMs and day-to-day banking transactions can be done
through them on line.

Under PMIDY entire country has been mapped into
Sub Service Areas (SSA) inrural areas and Wards in urban
areas. All such SSAs are covered by banking facilities
either in the form of brick and mortar branches or through
BCs. Banks
Expansion Plan (ABEP) in tune with RBI guidelines and

other commercial / social parameters and these plans are

are also preparing their Annual Branch

implemented through proper monitoring. State-wise list of

number of Business Correspondents are as under:
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State Name Number

of BC Deployed
as on 04.12.2015

ANDAMAN & NICOBAR ISLANDS
ANDHRA PRADESH
ARUNACHAL PRADESH
ASSAM

BIHAR

CHANDIGARH
CHHATTISGARH
DADRA & NAGAR HAVELI
DAMAN & DIU

GOA

GUJARAT

HARYANA

HIMACHAL PRADESH
JAMMU & KASHMIR
JHARKHAND
KARNATAKA

KERALA
LAKSHADWEEP
MADHYA PRADESH
MAHARASHTRA
MANIPUR

MEGHALAYA
MIZORAM

28
6576
&9
3604
10565
5
2341
27

5
110
6039
2099
1492
899
3310
5218
1486

10484
11947
279
230
49
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State Name Number of BC Deployed

as on 04.12.2015

NAGALAND
NCT OF DELHI
ORISSA
PUDUCHERRY
PUNJAB
RAJASTHAN
SIKKIM

TAMIL NADU
TELANGANA
TRIPURA
UTTAR PRADESH
UTTARAKHAND
WEST BENGAL
Total

130

3
5088
51
2478
7758
95
8874
4030
338
20652
1437
8221
126037

For expansion of BC network, Ministry of Health and

Family Welfare, Ministry of Women & Child Development and

Department of Posts have been requested to explore the

possibility of engaging Aanganwadi Workers; Asha Worker

and Gramin Dak Sevaks (GDS) respectively as Business

Correspondents of Banks which would help in expanding the

banking reach further.
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Branch Position of Scheduled Commercial Banks during the last
five years and upto 30.06.2015 is as under:
As on Rural Semi Urban Metro

Urban politan  Total

31.03.2011 33986 23178 17781 16431 91376
31.03.2012 36623 25935 19041 17452 99051
31.03.2013 39917 28666 20100 18274 106957
31.03.2014 45402 31656 21706 19463 118227
31.03.2015 48727 33925 23222 20716 126590
30.06.2015 48872 33997 23157 20614 126640

12 Para12 | The Committee had also drawn the The existence of a large number of inactive BSBD accounts Accepted

attention of the Ministry to the Report of
Banks Association (IBA),
Federation of Indian Chambers of
Commerce and Industry (FICCI) and
Boston Consultancy Group (BGC) report

Indian

on Productivity in Indian Banking, 2014
which had pointed out the existence of
16 crore no frills accounts prior to the
accounts opened under PMJDY. The
Ministry in their written submission stated
that they would examine this report.
There is a possibility that this could have
saved a lot of effort and expenditure, if

prior to PMJDY was taken into consideration in the design of
PMIDY. Many of these accounts were being operated by the
Banks in off-line mode. The design features of PMJIDY were to

have on-line accounts on Core Banking Solutions of Banks.

Pradhan Mantri Jan-Dhan Yojana (PMJDY) was launched
on 28th August, 2014 with the target to open banks accounts
of all uncovered households, which were estimated at about
7.50 crore households, by 26.01.2015.

target, entire country was mapped in 2,26,197 Sub-Service

To achieve this

Areas (SSAs) in rural areas and Wards in urban areas. Out
of total number of 21.22 crore surveyed households, bank
accounts have been opened for 99.99 % households.
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these accounts would have found some | Under the survey, it was ascertained whether at least one
use under PMJIDY. The Ministry, | member in every household had a bank account or not. In
therefore, should have ideally gone | case the bank accounts did not exist, fresh accounts were opened.
through this report before embarking on
the account opening exercise of such
mammoth scale for PMIDY.
13 Para 13 | The Committee note that the current The Government reviews the working of DRTs from time to Accepted Work is
Budget has sought to bring parity in | time and has taken various steps for reducing the disposal time of under
progress.

regulation of Non-Banking Financial
Companies (NBFCs) with other financial
institutions in matters relating to recovery
of debt. It has been proposed that NBFCs
registered with RBI and having asset size
of Rs. 500 crore and above will be
considered for notification as 'Financial
Institution' in terms of the SARFAESI
Act, 2002. In this context, the Committee
note that the existing debt recovery
system envisaged under the Debt
Recovery Tribunals (DRTs) and Debt
Recovery Appellate Tribunals (DRATS)
has not been found to be very effective in
expeditious recovery of dues owed to
banks in Non-Performing Asset (NPA)

cases in DRTs and to improve the function of DRTs such as

i. Implementation of e-DRT Project -

a. A web portal for DRTs (www.drt.gov.in) has been created
which enables DRTs/DRATs to daily upload and update
Cause lists, Judgments and Daily orders on the DRT web
portal. The web portal also enables the general public to get
information about the provisions of the Recovery of Debts
due to Banks and Financial Institutions Act, 1993 and
procedure rules related to Debt Recovery Tribunals and Debt
Recovery Appellate Tribunals.

b. Scanning & Digitization of old records - Scanning &
Digitization of old records is already under progress.

c. E-Filing - e-Filing process in Debt Recovery Tribunals &
Debt Recovery Appellate Tribunals is under consideration.

d. Better IT equipment is being provided to DRTs to enable
smooth functioning on daily basis.



http://www.drt.gov.in)
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accounts with outstanding amount of Rs.
10 lakh and above. The recovery process
has been characterised by interminable
delays at various levels including the
DRTs as also the District Authorities.
Although the Ministry have stated that
there are no legal hurdles in resolving the
NPAs, it has been brought to the notice
of the Committee by different banks
during their recent Study Visit to
Mumbai, Bengaluru and Hyderabad that
the existing recovery mechanism and the
available processes need further
streamlining so that dues can be
recovered in a time-bound manner and at
a time when they are recoverable. The
Committee would therefore recommend
that the government should review the
working of the SARFAESI Act in general
and the DRTs in particular and bring
necessary changes in the law or
procedures at the earliest so that
bottlenecks are removed and the huge
pile-up of recovery cases are cleared fast

in a definite time-frame.

iii.

1v.

Holding of Lok Adalats on regular basis - Lok Adalats by
Debt Recovery Tribunals are held on regular basis.
Rationalization of areas of jurisdiction of DRTs - The areas
of jurisdiction under Debt Recovery Tribunals are being
rationalized with a purpose of ensuring better case load
distribution among DRTs to reduce time taken to dispose a
case.

Establishment of six new DRTs at Bengaluru, Chandigarh,
Dehradun, Ernakulam, Hyderabad and Siliguri. - Selection
to some of the posts has already been made. For remaining
posts, vacancy circulars have been issued. Some premises
for the DRTs have been finalized and for remaining action
have been initiated.
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14 Para 14 | "The Committee note that as much as Rs. Depositor Education and Awareness Fund shall be utilized Accepted Reserve
6,702.02 crore has been transferred to the | for promotion of depositors' interest and for such other purposes Bank of
corpus of the Depositor Education and | which may be necessary for the promotion of depositors' interests India on
Awareness Fund maintained with the RBI, | as may be specified by the Reserve Bank from time to time. For October 1,
which comprises of unclaimed amount of | this purpose, various institutions organizations or associations 2015
various types of deposits and certain other | engaged in activities relating to depositor awareness and alleged the
cash balances with banks which have not | education, including those proposing to conduct programmes names of 20

been operated for 10 years or more. The
actual figure of such unclaimed deposits/
balances could be even higher, if we
consider periods less than 10 years. The
Committee have been informed that
guidelines have been issued by RBI for
registering organisations for grant of
financial assistance from this Fund. As the
corpus is fairly large, the Committee would
like to be apprised about the utilization of
funds on this count. The Committee would
also like emphasise that every effort should
be made to access the person/ entity before
the deposit or balance is transferred to the
above Fund and his/ successor's claim
should be easily settled by the bank in a
hassle-free manner even after such a

transfer".

for depositors of banks, meeting the criteria set out by RBI in
the Scheme will be registered/recognized from time to time. The
funds will be utilized for organizing seminars and symposia for
depositors and undertaking projects and research activities
relating to these areas.

The guidelines for the criteria for registering institutions,
organizations and associations for grant of financial assistance
from the Fund were released on January 9, 2015. In the first
tranche, 90 applicants have applied for registrations which are
under the process of scrutiny. After approval of the eligible
applicants by the Committee, they will be advised to submit
specific proposals for financial assistance to RBI.

The Depositor Awareness Fund Committee constituted to
administer the Fund has decided that the total financial assistance
to be provided under the Scheme will be limited to the surplus
generated by the investment of the Fund by RBI i.e. interest
income remaining with RBI after paying interest on unclaimed
deposits at the rate of 4% and meeting operating expenses of the
Fund.

entities that
have been
approved by
the
Depositor
Education
and
Awareness
Fund
Committee
(DEAFC)
for
registration
for seeking
grant of
financial
assistance
from the

Depositor




53

SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6
RBI has been conscious that only the unclaimed deposits Education

and other credit balances where the banks have not been able to and
contact the depositors for more than 10 years are transferred to Awareness
the Fund. In particular, RBI had issued circular dated 21 Fund. These
November 2014 reiterating its earlier instructions that banks 20 entities
should make special efforts to trace the customers in respect of have been

the inoperative accounts.

Further, banks have been advised that in case of demand
from a customer/ depositor whose unclaimed amount/deposit
had been transferred to Fund, banks shall repay the customer/
depositor, along with interest if applicable, and lodge a claim
for refund from the Fund for an equivalent amount as paid to the
customer/depositor. The banks have been lodging claims for
refund after making upfront payment to the customers/depositors
and RBI has hardly received any complaints from customers in
this regard.

selected out
of 90
applications
received for
registration.
The
selection
process
involved a
scrutiny by
an internal
team of the
Reserve
Bank
followed by
an
assessment
of the
applications
by the
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SI. No. | Recommend- Recommendation Action taken by Government Whether Accepted Remarks
dation or notby Government  (if any)
No.
1 2 3 4 5 6

Depositor
Education
Awareness
Fund
Committee,

which inter-
alia has
three
external
members.
The
applicants
have been
selected on
the basis of
their
meeting the
minimum
eligibility
criteria,
track report
and
evaluation
of the work
done by
them in the




55

Sl. No.

Recommend-
dation
No.

Recommendation

Action taken by Government

Whether Accepted
or not by Government

Remarks
(if any)

2

5

6

field of
depositor
education,
consumer
awareness,
consumer
protection
etc. The
registered
entities are
required to
make
application
in the
prescribed
format
along with
all relevant
and
supporting
documents/
information
for project-
specific
financial

assistant
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Sl. No.

Recommend-
dation
No.

Recommendation

Action taken by Government

Whether Accepted
or not by Government

Remarks
(if any)

2

5

6

from the
fund.

As on
November
30, 2015 the
total corpus
of the fund
stands at
Rs.8944
crores. RBI
has so far
received
applications
from 8
entities
seeking
financial
assistance
from the
fund.
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