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Status of Compliance under H.P FRBM Act.

Himachal Pradesh Fiscal Responsibility & Budget Management Act, 2005
and Himachal Pradesh Fiscal Responsibility & Budget Management Rules,
2005, have been notified by the Government of Himachal Pradesh to make
the State Government accountable for fiscal management, ensure fiscal
stability, sustainable debt management, transparency in fiscal operations
and to chart course for fiscal policy in a medium term frame work.

As per the Act, the State Government is required to lay before the Vidhan
Sabha, every financial year, the Medium Term Fiscal Policy Statement
and the Fiscal Policy Strategy Statement along with the budget. The
Medium Term Fiscal Policy Statement and the Fiscal Policy Strategy
Statement sets forth the fiscal objectives, strategic priorities of the State
Government and a three- year rolling target for fiscal management.

The status with regard to the four parameters of FRBM Act are as under:-
(@) Revenue Deficit:

Sr. No. | Fiscal Indicator 2019-20 | 2020-21
Revenue Deficit/Surplus as

percentage of Revenue Receipt -12.39 -1.78

(b) Fiscal Deficit:

Sr. No. | Fiscal Indicator 2019-20 | 2020-21
Fiscal deficit as percentage of |-6.42 -4.00
Gross State Domestic Product.

(c) Outstanding Debt:

Sr. No. | Fiscal Indicator 2019-20 | 2020-21
Total outstanding Debt as
percentage of Gross State | 33.68 33.62
Domestic Product.
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(d) Risk Weighted Guarantees:

Sr. Fiscal Indicator 2019-20 | 2020-21
No.
1 Total outstanding Guarantees as

percentage of Revenue Receipts. 5.01 6.30

The Medium Term Fiscal Plan Statement is detailed in Form-1 as provided
under Rules 4 & 5.

The Accounting Policy and Practices of the State Government are described

in Form-2.

The Statement depicting Guarantees on Long Term Liabilities of the State

Government is given in Form-3.

The detail of the employees as on 31.03.2019 is given in Form-4.
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Form 1

(See rule 4 and 5)

Medium Term Fiscal Plan Statement

A. FISCAL INDICATORS — ROLLING TARGETS:

(X in Crore)

Fiscal Indicator Current Ensuing Target for next three years

year year
Revised | Target: Y+1 Y+2 Y+3
Estimates | Budget 2021-22 | 2022-23 | 2023-24
2019-20 | Estimates

2020-21

1 Revenue Receipts 32329.67 | 38438.87 |41154.87| 40127.87 | 42511.79

2 Revenue Expenditure | 36336.63 | 39122.85 [41978.82| 45290.95 | 48954.98

3 Revenue
Deficit/Surplus as -12.39 -1.78 | -2.00 |-12.87 -15.16
percentage of
Revenue Receipts.

4 Fiscal deficit as
percentage of Gross| ¢4 | 400 | -396 | -582 | -6.07
State Domestic
Product.

5 Tax revenue as
percentage of Gross| 4 g4 4.99 506 | 5.13 5.20
State Domestic
Product

6 Total outstanding
Debt as percentage of | 3368 | 3367 | 3356 | 33.51 | 33.47
Gross State Domestic
Product.

7 Total outstanding State Government would try to
Guarantees as keep this within FRBM limits.
percentage of >.01 6.30
Revenue Receipts.

8 | Gross State Domestic | yecson | 182020 | 200222 | 220244 | 242269
Product

Note: i) As the report of 15t Finance Commission is available for 2020-21 only, RDG
have been kept static at the level of 2020-21 for the years 2021-22 to 2023-24.
However for share in central taxes, growth has been assumed at 11%.

ii) GST compensation is available till 30-06-2022 which has resulted in increase
in revenue and fiscal deficits in the year 2022-23 & 2023-24 as indicated in the

above table.
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B. ASSUMPTIONS UNDERLYING THE FISCAL INDICATORS:

1. REVENUE RECEIPT:

(A)

(a)
()

(i)

(i)

Tax Revenue growth rate and Gross State Domestic Product:

1. The growth of GSDP has been estimated on the basis of quick
growth estimates for 2018-19 and advance estimates of 2019-20. A
nominal growth of 10% has been assumed from 2020-21 to 2023-
24.

2. Each Component of Tax and Non-Tax Revenue has been assessed
separately and assumed to grow on realistic basis.

3. Receipt from sale of Power has not shown desired growth in view of
decline in per unit rate of power.

CAPITAL RECEIPT:

(a)  Fresh Loans and Policy stance: All loans raised are from authorized
source approved by Government of India.

(b)  Recovery of Loans: Recovery is being done regularly.

TOTAL EXPENDITURE
REVENUE ACCOUNT:

Salary and Wages:-Salary has been assumed /calculated on the
basis of likely DA installments and impact of pay revision has also
been included as Punjab Pay Commission is expected to submit its
report during 2020-21. Wages are assumed to grow on actual basis.
Pension:- Pensions are assumed/calculated on the basis of number
of retirees each year, likely impact of revision of pension due to pay
revision in 2020-21, retirement benefits and future DA installments.

Interest payments:- Interest payment has been calculated on the

basis of actual outstanding loans and expected future loan liabilities.

(X in Crore)

2019-20| 2020-21 2021-22 | 2022-23| 2023-24

Interest | ,o50.00 | 4931.92 | 5364.95 | 5838.14 | 6532.48
payment
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(iv)

Major Subsidies:- State Government subsidy flows mainly to domestic

consumers under Energy Sector and food subsidies. Growth of 10% has been

assumed each year. The likely subsidies are going to be as follows:

(¥ in Crore)
2019-20 2020-21 | 2021-22|2022-23 | 2023-24
Subsidies 1192.02 1158.33 1274.16 | 1401.58 | 1541.74
(b) CAPITAL ACCOUNT:
(i) Loans and Advances: The details are as under:-
(ii) Capital Outlay:
(X in Crore)
2019-20 | 2020-21 | 2021-22 | 2022-23 | 2023-24
iv) Capital Outlay 5943.41 | 6255.03 | 6755.44 | 7295.87 | 7879.54
lii) Disbursement of | -ne o5 | 35945 | 377.42 | 39629 | 416.10
Loans and Advances
iii) Recovery of Loans | 4 ¢q 2620 | 2620 | 2620 | 26.20
and Advances

C. STATEMENT ON:

(i)

The balance between revenue receipts and revenue expenditure

State Own Tax Revenue at current price is expected to be as per the

following table: (X in crore)
2019-20 2020-21 | 2021-22 2022-23 | 2023-24
State Goods and
Services Tax 3541.64 | 3855.14 4317.75| 4835.88 | 5416.19
Land Revenue 16.33 17.78 19.03 20.36 21.79
Stamps &
Registration Fee 289.23 327.78 360.56 396.62 436.28
gtj‘ttiis Bxcise | 162537 | 1787.90|  2020.33 | 2282.97 | 2579.76
VAT 1217.31 1685.27 1870.65 | 2076.42 | 2304.83
Taxes on Motor
Vehicles 432.41 457.08 502.79 553.06 608.37
Taxes on Goods
and Passengers 155.44 166.32 182.96 201.25 221.38
Taxes & Duties on
Electricity 378.00 402.82 435.05 469.85 507.44
Other Taxes &
Duties on
Commodities and 348.87 390.17 421.37 455.08 491.49
Services
Total 8004.60 | 9090.26 | 10130.49 (11291.49 (12587.53
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The expected State Non Tax Revenue is likely to be as follows:

(X in crore)

2019-20 | 2020-21 | 2021-22 | 2022-23 | 2023-24

Interest receipts 325.99 331.99 351.91 373.02 395.40
Dividends & Profits 139.81 151.55 166.71 183.38 201.71
General Services 223.89 235.86 247.65 260.04 273.04
Social Services 383.74 367.87 393.62 421.18 450.66
Economic Services 1298.41 1323.19 | 1415.81 | 1514.92| 1620.96
Total 2371.84 | 2410.46 | 2575.70 | 2752.54 | 2941.77

Growth in economic services include revenue from Hydro Power.

The Revenue Expenditure during the forecast period is likely to be as follows:

(X in Crore)
Table-1 2019-20 | 2020-21 2021-22 2022-23 2023-24
. Plan 2797.58 | 2857.82| 3066.44| 3308.38| 3576.03
Expenditure ) ' ) ) )
2. Non Plan
Expenditure 30396.71 | 33361.25| 35796.62 | 38620.98 | 41745.40
3. CSS 3142.34 2903.78 3115.76 3361.59 3633.55
Total 36336.63 | 39122.85 | 41978.82 | 45290.95 | 48954.98
(¥ in Crore)
Table-II 2019-20 | 2020-21 2021-22 2022-23 2023-24
1. Salary 11441.12 | 13099.47 | 14239.12 | 15448.03 | 16731.76
2. Pension 6660.42 7266.00 7441.40 7876.88 8450.66
3. Interest
Payment 4550.00 4931.92 5364.95 5838.14 6352.48
4. Others 13685.09 | 13825.46 | 14933.35| 16127.90| 17420.08
Total 36336.63 | 39122.85 | 41978.82 | 45290.95 | 48954.98
(ii) The use of capital receipts including market borrowings for
generating productive assets: These are used for infrastructure
development like Water Supply, Irrigation and Roads which help improve
livelihoods of the people of the Pradesh and incomes.
(ili) Statement on recent economic trends and future prospects of

growth affecting fiscal position of the State Government:

(a)

The 15 Finance Commission has given its report for one year only

i.e. for 2020-21. Report of next five years (2021-22 to 2025-26) is
expected by October, 2020 and State’s financial position depends

upon its recommendations.
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(iv)

(v)

(b)

(c)

Salary expenditure is increasing every year. For 2020-21 it is
expected to be 27% of the total expenditure. Pay revision is also
expected in 2020-21 which will have a direct bearing impact on the
finances since Punjab Pay Commission report is normally considered
while revising pay scales in Himachal Pradesh. It will also be a
challenge for the State to meet this impact with its limited tax base.
Increasing expenditure on salary/pension would have an adverse
impact on creation and maintenance of assets.

Compensation on account of GST shortfall is available to the State
till 30-06-2022. However, after 01-07-2022, State’s revenues will
be adversely affected if GST compensation is not available. Hence,

steps are required to be taken to improve our tax collections.

Strategic priorities of the Government in the fiscal areas: The State

Government has initiated a number of measures to institutionalize the path

of fiscal correction. These measures have been both in processes and

policy framework. In the area of policy, State Government has ensured

that borrowings are within 3% of GSDP. There is stress on better tax

compliance, bringing transparency in Excise Policy and appropriate checks

in Revenue Expenditure. Subsidies are well under control. In processes, the

State is complying with requirements of Public Financial Management

System.

Statement of cumulative debt or liabilities: By the year 2019-20,
the total debt of the state is expected to be Rs.55737 crore.
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Form 2

(See rule 6)

Accounting Policy and Practices of the State Government

Existing Procedure/Practices Change, | Reasons | Impact,
if any for if any
Changes
1. EXISTING ACCOUNTING
STANDARDS

(a) State Government:

Article 150 and 283 of the Constitution
provides for maintenance of accounts of the
State Government in the form and manner
as prescribed by the comptroller and Auditor
General of India. At present , the accounts
are prepared keeping in view the provisions
prescribed under the following
Rules/Manuals:

I. H.P. Financial Rules 2009
II. Accounts Codes
ITI. Treasury Rules

(b) Public Sector Undertakings:

The Public Sector Undertakings
incorporated under the Company Act follow
the Accounting Standards issued by
Accounting standard Board/Indian Institute
of Chartered Accountant, Government of
India.

The Boards/Corporations and other
H.P  Public Sector Undertakings not
incorporated under the Company Act have
their own set of Rules/Manuals and the
accounts are prepared in the form and
manner as prescribed under such
Rules/Manuals.
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2. EXISTING ACCOUNTING
POLICY/PRACTICES

(a) State Government:

i. The annual accounts comprise of those
transactions which take place for the
financial year commencing from 1st April
and ending on 31t March of the
designated period.

ii. The accounts are prepared on ‘cash
basis’" and ‘single entry system’ of
accounting is followed. In respect of the
transactions where the government acts
as a banker or remitter or borrower or
lender, “double entry system” of
accounting is followed.

iii. The accounts of government in the State
are maintained in Indian currency.

iv. The accounts of government are kept in
three parts viz:

1. Consolidated Fund.
2. Contingency Fund.
3. Public Account.

v. In terms of requirement of Article
202(2)(b) of the constitution
expenditure on revenue account is
shown separately from other
expenditure.

vii. The annual accounts of State

Government are prepared in two parts

viz. appropriation Accounts and the

Finance Accounts.

(b) PUBLIC SECTOR UNDERTAKINGS:

The Public Sector Undertakings
incorporated under the Company Act are
following “Accrual System of Accounting.”
The two financial statements viz. Profit &
Loss, Account/Income and Expenditure
Account to depict the result of operation for
the specified period followed by Balance
Sheet to disclose the financial position as at
the end of the financial year are prepared.

The Boards/Corporation and other H.P.
Public Sector Undertakings not incorporated
under the Company Act have their own set
of Rules/Manuals and the accounts are
prepared in the form and manner as
prescribed under such Rules/Manuals.
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Form 3

(Seerule6)

Statement of Guarantees on Long Term Liabilities of State Government

Maximum amount Amount Guarantees Additional Remarks, if
Guaranteed for outstanding outstanding as guarantees any
the year for which | against the | on 315t March of | given during
actuals are guarantees previous year the current
available(31.3.19) | given(31.3.19) (31.3.18) year (2019-20)
(X in Crore) (X in Crore) (X in Crore) (X in Crore)
1. 2. 3. 4. 5.
1776.93 1549.64 1416.33 400.00 Outstanding
guarantees
are 6.30%
of the
Revenue
Receipt which
is below the

FRBM targets.
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(II) Statement of Risk Weighted Guarantees

(X in Crores)

Sr. Sums Risk
No. Corporation Guaranteed and | Weighted
outstanding as | Amount
on 31.03.2019
1 | Himachal Pradesh State Electricity Board 800.00 400.00
2 | Himachal Road Transport Corporation 187.29 187.29
3 | Handlooms and Handicrafts Corporation 0.60 0.45
4 | Minorities Financial Development 14.50 10.87
Corporation
5 | Milkfed 5.00 3.75
Himachal Pradesh Khadi & Village Industry 4.73 3.55
Board
7 | Himachal Pradesh Agro Industries 0.40 0.30
Scheduled Caste/Scheduled Tribe 23.87 17.90
Corporation
9 | Himachal Pradesh Financial Corporation 5.80 4.35
10 | Backward Classes Financial Development 8.96 6.72
Corporation
11 | Himachal Pradesh Infrastructure 17.38 -
Development Board
12 | Himachal Pradesh Horticulture Produce 6.00 4.50
Marketing & Processing Corporation Ltd.
13 | Cooperation Department 275.11 206.33
14. | H. P. Power Corporation 200.00 -
Grand Total 1549.64 846.01
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Form 4

[ See rule 6(1) ]

DETAIL OF NUMBER OF EMPLOYEES AS ON 31ST March, 2019

Sr. Number Salary (2020-21)
No. (Xin Crore)
Plan Non Plan Total
1. No. of State Govt.
Employees 181231 402.79 12696.68 13099.47
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