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PREFATORY REMARKS 

This Report for the year ended 3 I March 1996 has been prepared for 

submission to the Governor under Article 151 of the Constitution. It relates mainly to 

matters arising from the Appropriation Accounts for 1995-96 together with other 

points noticed during audit of financial transactions of the Government of Tamil Nadu. 

It also includes certain points of interest emerging from the Finance Accounts for 

1995-96. 

2. This Report includes inter a/ia Audit reviews on Employment 

Assurance Scheme, Government Agricultural Engineering Workshop, National 

Highways, Special Central Assistance to Special Component Plan for Scheduled 

Castes and Tamil Nadu Urban Development Project - Transport Component besides 

other points arising out of audit of bodies and authorities conducted under the various 

provisions of the Comptroller and Auditor General's (Duties, Powers and Conditions 

of Service) Act, 1971. 

3. Observations of Audit for the year 1995-96 on Revenue Receipts and 

on Statutory Corporations, Boards and Government companies are presented in 

separate Reports . 

4. The cases mentioned in this Report are among those which came to 

notice in the course of test audit of accounts during the year 1995-96, as well as those 

which had come to notice in earlier years but could not be dealt with in previous 

Reports; matters relating to the period subsequent to 1995-96 have also been includerl, 

wherever considered necessary. 
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OVERVIEW 

/ 

· This Report includes two. chapt_irs containing observations of Audit on 

Finance and.> Appropriation Accounts -ofGovernment of Tamil Nadu for the year - ~ . 
1995-96 and five other · chapfers containing five audit reviews and 59 paragraph·s 

arising from the- audit of. financial transactions of Government ' of Tall)il Nadu. A 

synopsis of findings contained in the audit reviews and important paragraphs 1s 

presented in this overview . 

I. . Review of the State's finances 

The assets of the State Government increased by 64 per cent fr.om Rs. 
. . . . 

5981.62 crores to Rs.9822.73 cror~s during 1991-92 to 1995-96, while the liabilities 

grew by 80 pe11 cent from Rs. 8440.49 crores. to Rs. 15208.38 crores during .the same 

period. The liabilities of the State Government exceeded the assets ouring the last fi ve 

years and the defici~ increased · from Rs: 2458.87 crores in 199 1-92 to Rs. 5385.65 

crore.s in 1995-96. 

Tax ·revenue raised by the State. Government grew by 92 per cent from 

Rs.3734. 11 crores in 1991-92 to Rs.7151.20 crores in 1995-96.- The non-tax revenue 

declined by 23 per. cent during the same period. 

. . . 
Non-plan revenue expenditure of t~e State Government increased by 22 

per cent from Rs.7370.77 crores in 1991-92 to Rs.8996.78 crores .in 1995-96. The . . 
Plan ex;penditure increased by of 46 per cent from Rs. 13 08. 7 5 crores to Rs. 19 13. 79. 

crores during this period. 

Assistance to local bodies during the three year period ranged between 

15 and 1·8 per cent of the tax and non-tax revenue receipts. ln relation to 1993-94, the . ' 

amount of assistance during 1995-96 had increased by l 7 per cent. 

The internal debt or" the Government had grown by 66 per cent from 

Rs.1811 . 17 crores to Rs.3015.02 crores during 1995-96, while the loans and advances 

from Central Government had increased by 92 per cent from-Rs. 3936 . .84 crores to Rs: 
, 7539.72 crores. 

The interest· payment o~ the borrowings of the Govern.me~\ had 

increased by 148 per ce~t from Rs.557.30 crores to Rs.1380 crores during 1991-92 to 

~ 995-96. 70 ~o 9.3 per cent of the public debt receipts were applied for rep~yment of 

princip(!.l and interest dµring 1991-95. During 1995-96, repayment of principal and 

interest exceeded t'1e Public debt receipts by Rs.187.43 crores. 

- . 
. ' 2/24-3a 
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lnterest obligations alone contributed 91 per cent of the debt receipts during the year. 

The repayment of Central loans and accrued interest worked out to 56 to I 05 per cellf 

of the loans received from the Central Government during 1991-92 to 1995-96. 

As on 3 I March, 1996, the total investment of Government in share 

capital of Statutory Corporations, Companies and Co-operative Institutions stood at 
• I • 

Rs. 770. 08 crores; whereas, the return on these investments during 1995-96 was only 

Rs.28.38 crores (3 .69 per cent) and far below the interest paya~le on the borrowings 

of the Government from op~n market ( 14per cent) . 

The accumulated losses of 45 Government Companies in which the 

Government had invested Rs.325.40 crores a,s on 3 1 March, 1996 aggregated to 

Rs.581 .52 crores . 

The revenue . of Rs.2.08 crores reali.sed during 1994-95 ·from .5 maJor 

and 39 medium irrigation projects constituted 0.17 per cent of the capital outlay and 

these were not sufficient to cover even the direct working exp·enses (Rs.21.64 crores) . 

(Paragraphs 1.1 to l.9) 

2. Appropriation Audit and control over expenditure 

; 

During the year, expenditure of Rs. 12826.19 crores was inc·urred 

against the total grants and appropriations of Rs. 14902. 18 crores resulfing in saving of 

Rs.2075.99 crores ( 14 per cent). The overall -saving was the result of saving of 

Rs.21.88.50 crores in 53 grants (Rs.720.92 crores) and 48 appropriations (Rs.14_67.58 

crores), off-set by excess of Rs.1 12.51 crores under 8 grants (Rs. 112.34 c~ores) and 

11 appropriations (Rs.0.17 crore). The above excess of Rs.112:5 1 crores required 

regularisation by the l:egislature under Article 205 of the Constitution. 

Supplementary provision of Rs. 16 14. 06 crores obtained during 
' . . 

1995-96 constituted 12 per cent of the original budget provision of Rs. 13288. 12 

crores . In 13 grants and 6 appropriations, supplementary provision of Rs.2 12.02 

crores obtained proved unnecessary. On the otrer hand, in 6 grants, supplementary 

provision obtained during the year proved insufficient by ·more than Rs. 50 lakhs each 

resul~ing in uncovered excess expenditure aggregating Rs . I 07. 94 crores. 

Persistent savings of 5 per cent and above were noticed in 9 grarits and 

6 appropriations during 1993-94 to 1995-96. Under Capital outlay on irrigation 

saving occurred in all the preceding 17 years, the percentage of saving ranging from I 0 
to 45. · 
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ln 17 grants and 4 appropriations, expenditure during the year fell short 

by more than Rs. I crore each and also by more than l 0 per cent or more of the total 

prov1s1on. 
I 

Expe~diture totalling Rs.51 .33 crores incurred on 63 schemes attracted 

the limitation of New Service/ New Instrument of Service for which approval of 

Legislature or advance from the Contingency Fund should have been obtained. In 

respect of 14 other schemes, against token provisions, Rs.60. 9 1 crores were spent 

without specific inclusion in supplementary estimates. 

In contravention of Financial Rules, Rs. 182.28 crores withdrawn during 

the financial year were kept in deposit heads for meeting expenditure in the ensuing 

financial year. 
' . 

(Paragraphs 2:1 to 2.9) 

3. Special Central Assistance to Special Component. Plan for 
Scheduled Castes · 

Government of lndia 1s providing I 00 per cent Special ~entral 

Assistance as a!1 additive t? states' Special Component Plan for development of people 

belonging to Scheduled Castes. An expenditure of Rs. 134 .85 crores was incurred by 

the State during 1991-96. Neither the unutili sed balances of Rs.27.81 crores 

( 1991-92) ,Rs.27.68 crores ( 1992-93), Rs.22.55 crorn-s ( 1993-94) and Rs.2.92 crores 

( 1994-95) ·wi th Government _of Tamil Na_du at the end of th~ respective financial years 

were surrendered nor Fevalidatron orders of Government of lndia for utilisation of the 

funds during subsequent years was obtained. Out of Rs.28 .38 crores released by Tamil 

Nadu Adi Oravidar Housing and Development Corporation to 9 departments/ agencies 

during I 99 l-9Q, unutilised balance of Rs.8.13 crores was not refunded. The 

Corporation overcharged Special Central Assistance funds by Rs.7.37 crores towards 

cos.t of staff 

Details of number of families uplifted with the level of assistance during 

the last 15 years ( 19 80- 1995) were not availab le. No household survey was conducted 
-

to facil itate undertaking systematic and ~eed-b~sed economic development 

programmes. Four schemes, on whi9h an expenditure of Rs. I . 14 crores was incurred, 

were not conducive of ensuring sustained income to Hindu Adi Dravidars and their 

eventual upliftment above poverty line. Non-adherence to the prescribed ceiling for 

payment of sµb sidy res.ulted ~n ~xcess -release of subsidy of Rs.3 49 Grores. 
' 

Expenditure of Rs.6 1.69 lakhs incurred on install ation of 207 looms was not beneficial 

as these were either sold or kept idk Contrary to guidelines of Government of Ind ia, 

Special Central Assistance ofRs.40.23 lakhs was spent on ineligible programmes. The 

objective of providing employment to 1.327 Hindu Adi Dravidars of a Co-operative 

Spinning Mill and 16 Industrial Co-operative Societies was not largely achi eved as the . . 
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Mill became sick anp the Societies did not function. Though an expenditure of 

Rs.2.85, crores was incurred on training 43,970 candidates, no data were availaple o~ 

their gainful employment. Achievement of more than 97 per cent of ,target was 

reported to Government of lndia though expenditure was only between 38 per cent 

and 54 per cen/ of the provision during 1991-94. 

(Paragraph .3.1) 

4. T.amil Nadu Urban Development Project - Tra~sport Con.1po1ient 

. . 
The main objective of the transpo~ c·omponent of the World Bank 

aided project was to improve the identiflcation and .implementation of cost effective 

urban road and traffic managem·ent schemes through construction and improvement of ,. 

roads, bridges, signals· and pedestrian facilities, As of March I 996, expenditure of 

Rs.249.95 crores was incurred. 

Cqst over-nm of 2 to 96 per cent was noticed in 16 out of 36 works 

taken up due to inadequate design and site investigations, inadequate staff, inadequate 

planning of schedule for execution of work, non-acquisition of land in time and 1.ack of 

co-ordihatio·n· among various executing agencies. Despite_ introduction of a special 

clause in tender conditions. to neutralise cost escalation, tender premit,1m continued to 

be hig h in 3 8 per ce!"t cases and tender response was poor. 

Delays in approval of tender proposals, failure to finali se tender within 

the validity period and defective evaluation of tender in respect of 13 works resulted in 

extra liability of Rs.5.29 crores. Extra expenditure of Rs.57.56 lak.hs· was incurred on 

a road work in Chennai . city due to defective execution of agreement in respect 9f 

pi·ice variation clause. There was ex.cess payment of Rs. I. 14 crores in two works .due 

to incorrect computation and inadmissible payment on price variation. Non

observance of standard specifications by Highways and Rural Works Department 

resulted in avoidable expenditure of Rs.57.85 lakhs. Due to non-completion of allied 

works ahd non-provision of infrastructure, expenditµre of Rs. 3. 80 crores incurred on 

improving two roads and construction of six bnildings was not beneficial. Sixteen 

'Vehicles procured at the cost of Rs.44 .39 lakhs were kept idle. 

Non-completion of construction of depots under BUS component 

resulted m non-accrual of projected financial benefit of Rs.2.24 crores to Pallavan 

Transport Corporation. De~ay by ·Governmen.t of Tamil. Nadu in discharging the loan 

liability of Pall ~van Tr.ansport Corporation resulted in avoidable exfra ~xpenditure of 

Rs.2.57 crores. 

(Paragraph 3.14) 

_, .. 
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5. Employment Assur~nce Sch~me 

The Centrally sponsored scheme was launched in 1993 to provide 

assured wage e1:nploymeht to rural poor for 100 days during' lean agricultural season 

to enhance their purchasing power. The secondary objective was creation of 

economic infrastructure and durable and· productive community assets for sustained 

empl9yment and development. 

Of Rs. 161.48 crores released during 1993-96, expenditure of 

Rs.123 .09 cror.es was ihcurred under the scheme leaving unutilised balance of 

Rs .38.39 crores with District Rural Development Agencies. Four District Rural 

Development Agencies· reported utilisation of Rs. 13 .57 crores out of Rs.19.39 crores 

received during 1993-96 as against actual utilisation of Rs.6.84 crores. The poor 

utilisation of funds by District Rural Development Agencies was indicative of absence 
• 

of realistic assessment of requiren;ients of fonds . Rupees 30.30 lakhs including interest 

of Rs. I 0.07 lakhs earned on deposits were diverted to other schemes during 1994-96. . . 
In 4 distriots test-checked, no shelf of projects was prepared and the annual action . . . 
plans prepared did not contain information regarding adequ'}cy of works allotted for 

ensuring generation of I 00 mandays. ln 20 blocks, 75 per cent of the works were 

executed auring active agricultural season instead of. during !ean season. Out of 4.07 

lakh persons registered for works, family cards were issued only to 2.41 lakh persons. 

In 17 blocks, response to the scheme from the rural workers was poor as only 19 per 

cent of persons living beI?w the po~eriy line were registered for works. Despite 

incurring expenditure of Rs. 1.27 crores, durable and productive assets as envisaged 

under the scheme were not created. Contrary to stipulation of Government of India, 

workers were paid less than the minimum wages to the extent of Rs. 1.04 crores in 414 

works. The non-revision of rate of wages for 8 hour works per day contemplated 

under the scheme resulted in underpayment of wages to workers during 1993-96 to 
• 

the extent of Rs.6 .34 crores. 

(Paragraph 3.18)° 

6. National Highways 

Government of India 1s primarily responsible for construction, 

devefopm~nt and maintenance of National . Highways. The construction and 

maintenance of National Highways are entruste~ to respective State Governments. 

The entire. expenditure is met by Government of India and State Governments are. 

entitled for agency charges at 9 per cent for meeting establishment expenses. 

Expenditure of Rs. 1·6.97 crores was incurred in excess of admissible agency charges 

during 1990-96. Test-check of 202 tender calls pertaining to the years 

1990-95 revealed that 181 cases were responded to by only one (32° cas~s) or two 

( 149 cases) tenderers · indicating poor response from tenderers. Of the 93 cases 

.. 

.... 



test-checked m four circles under latter category, the same pair of tenderers 

participated in 2 or mor~ calls in · J9 cases. The restricted sale of tender forms and 

failure to delete the names of the contractors not participating in tender calls vitiated 

the tendering system. Avoidable delay in acceptance of tenders within · the validity 

period in two cases resulted in extra commitment of Rs.36.58 lakhs. Extra liability of : 

Rs.38 .82 lakhs was incurred due to injudicious rejection of lowest tender in three 

cases. Failure of the department to assess requirement of profile correction course 

before awarding the contract and that of Government to entrust additional works 

contingent to main work to the main contractor resulted in avoidable extra 

commitment of Rs.44.04 lakhs. Delay in ac.quisition of land.and in selection of proper 

design pushed up cost of construction of approach road to a railway overbridge by 

Rs.2 .24 crores. Under 'National Highways Project' of widening and strengthening of 

carriageways of National Highways - 45 , a total amount of Rs. 7.60 crores was paid for 

use of foreign inputs under 4 packages without any documentary evidence of their 

actual use. Payment of Rs.3. 11 crores were made to contractor under packages I and 

11 on account of payment. of escalatio11 in CO$t of fc>reign inputs without ensuring the 

n correctness/authe!1ticity of parti~ulars .. of base index furnished by the contractor .. In 

contravention of provisions of agreement, contractors were paid Rs.3.1.03 lakhs 

towards price variation for additional works exe~uted at the rates fixed under current 

schedule of rates. 

(Paragraph 4.2) 

7. Government Agricultural Engineering Workshop 

The workshop taken over by Agriculture Department in 1958 to run on 

commercial lines mainly caters to the needs of Agriculture ·Department. lt was 

engaged in manufacture and reconditioning of hand-operated well boring equipments, 

drillingi fitting too~s, power drills, etc, .The workshop had not evolved any stapdard 

man/machine· hours for each job nor any system of job costing for effective control 

ov~r materials, men and machinery. Utilisation of labour and machine had steadily 

declined to 34 per cent and 36 p er cent from 67 per cent and 53 per cent respectively 

during 1993-96. 

Though entire machinery of the workshop had far outlived their life, 

there was no plan for modernisation/diversification. Due to heavy overhead charges 

(300 per cent on labour), _Agriculture Department got .their jobs executed through 

private parties. 

(Paragraph 7.2) 

.. 
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8. Non-achievement of objectives of schemes/programme 

After lapse of 6 years of laun~hing the scheme of "Restructµring and 

Reorganisation of Teachers' Education" and incurring expenditure of Rs.T. 13 crores 

on provision of infrastructural facilities, in-service training of teachers had not been 

commenced as of May 1996 in the State. 

(Paragraph 3.3) 

Despite re_lease of Rs.3. 79 crores m March 1994, the objective of 

moderni ~ati on of five Co-operative Spinning Mills could not be achieved due to non

procurement of machinery. The amount of Rs.3.79. crores released for t_he purpose 

also remained unutilised outside Government account for more than two years. 

(Paragraph 3.5) 

The li st of equipment prescribed in the syllabus fo r the trade Motor 

Mechanic training conducted in lndust_rial Training. Institutes included old motor 

vehicle in runnjng condition. Under a Centrally sh'ared World Bank .assisted project, 

the Director of Employment and Training, Chennai, however, purchased 37 new 

lorries at the cost of Rs. I .42 crores partly utilising the Central assistance o f Rs. 71 . 07 

lak hs. As Government of India declined to reimburse the cost of new vehicles, th~se 

were transferred to Police Departtl)ent in Octo~er 1995 and ~ecember 1995 in lieu of 

old vehicles in running condition to be transferred by Police Department. As the old 

vehicles- had not been transferred so far, injudicious purchase of 3 7 new lorries 

resulted in non-achievement of the objective of provi ion of motor vehicles to trainees 

of 15 Industrial Training Institutes. 

(Paragraph 3. 16) 

. 9. Unproductive/infructuous expenditure · . _, 

Due to defective construction and use of sub-standard material, 

construction of 5 12 house-cum-workshed unjts for handloorn weavers iri 

Chidambaranar .District was not completed even after 6 years of commencement . of 

const~ction . The subsidy ofRs . 25 .6~khs (including Central assistance of Rs. 14.80 

lakhs) -released in· April 1989 remained unproductive. 

·(Paragraph 3.6) 
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Expenditure of Rs. 1. 44 crores incurred during 1980-81 to 1993-94 on 

creation of infrastructural facilities in Valinokkam ·and Colachel ports remained largely 

unfruitful as there was po ·likelihood of these facilities being utilised in-near futµre. 

(Paragraphs 3.23 and 3.24) .. 
. . 

10. Additional/Avoidable expenditure by Public Works Department 

The under-mentioned shortcomi,ngs were noticed in the execution of 

works by Public Works Department (excluding National Highways) which resulted in 

extra expenditure by way of avoidable expenditure Pf a .. dditional liability : . 

. ' 

delay in finalisation of tenders resulting 'in additional liability of Rs. I. 75 

crores, 

non-acceptance of, valid lowest tender resuiting in extra expenditure of 

Rs.43.52-lakhs, .. 

yxcess payment of Rs. 1 . 12 crores to contractors: 

unfruitful outlay of Rs. 19.87 lakhs due to delay · in getting forest land 

transferred, 

failure to provide correct design initi~lly resulting in extra lia~ility of 

Rs.6.18 lakhs, 

avoidable extra expenditure of Rs.3 i .2'9 lakhs on construction of jeep 

tracks and payment of Rs. 5 .48 crores to contractors for use· of foreign 

inp'uts in road works in the absence of documentary evidence. 

(Paragraphs 4.3 _to 4.10 ~nd 4.12) 

The·' water· meter ~orkshops at Coimbatore, Madurai and Salem 

sanctioned in March 1983 had not been commissione_c:!. as of June 1996 despite 

incurring expenditure of Rs.24.58 lakhs, for want of staff and delay in commissioning 

of equipment. 

(Paragraph 6.14) 

l ~-

/ 
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u. Irregularities in purchase of stores, etc. 

Non-adherence of instructi~ns issued by° Government from time to timt! 

under '.'Institutional priorities" for placement of orde~s for supply of equipment, -

machines, etc. resulted in undermentioned irregularities. 

. "' 

three departments placed orders for Rs. 5 .42 crores with 24 Societies 

which were not manufacturers of Leather Stitchirig Machine~, Wet 

Grinders, etc. This also resulted ,in extra expenditure of Rs. 1. 4'1 lakhs: 

orders we.re placed directly with 44 Societies without routing through 

Tamil Na<;lu Khadi and Village industries Board: thirty eight of these 

Societies to which advances of Rs.8.27 crores' wer~ paid di.d not effect 

any 'supply: remaining six Societies effected only partia! supply of 

equipment for steam laundries for a value of Rs.83. 15 lakhs against 

total advance of Rs. 1.44 crores pai~ ; 

' 
failure to restrict advance payment to 50 per cent of the value of orders 

. . resu]ted ~n excess pay1nent of advance of Rs.40.53 lakhs~ · · 

though advance P.ayment was not payable, Rs.4.57 crores were paid to 

22 Societies;_ 

Tamil Nadu Khadi and Village l!]dustries Board, to whom advance 

p.ayment of Rs. l_. 73 cro~es was rryade in 'December 1993 for supply of 

19 .50 lakh pairs of footwear, supplied onJy 5.29 lakh pairs valued 

Rs. 93 .83 lakhs and th.e balance amount was not refunded, and 

though quality of 4, 123 cobbler bunks supplied was poor, . no 

proportionate cut in price was effected. 

(Paragraph 5.1) 

. . 
F~ilure to exercise prudence in ensuring that pri.ce accepted for ·the 

purchase of Pralidoxime Iodide injection (P 2A'."1) did not excee~ the market rate 

resulted in a~oidable excess . expenditure of Rs. 1.02 crores on purch.ase of 69, 917 

ampoules. 

(Paragraph 5.2) 
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12. Building/equipment not put to beneficial use 

. Due to non-sanction of additional staff, furniture, etc., two floors 

constructed in Ju'ne 1994 at the cost of Rs. 59. 90 lakhs at the Government Rajaji 

Hospital, Madurai remained unutilised for over two years. 

(Paragraph 3.10) 

Due to want of technical staff to operate a steam laundry installed in 

May 1994 at the cost of Rs.5.5 lakhs in District Headquarters' Hospital, Virudhunagar 

and non-provision of. ra1np for 20 bedded family pla~ning ~ar.d constructed in July 

1993 at the cost of Rs.8 .03 lakhs in Chengalpattu Medical College Hospital , the assets ' -created were not put to beneficial use. 

(Paragraph 3.11) 
. f 

13. Lo_ss of Revenue 

Failure to take effective action to auction . trees early and to prevent 

illicit felling of trees resulted in loss of revenue ofRs. 10.09 lakhs. 

(Paragraph 6.15) 

14. Blocking of funds 

Due to delay in deciding the agency· for maint$!nance of abattoir, 

Central assistance of Rs. 98 lakhs remained unutili'sed with the State for 2. years and 

in:fructuous e~penditure of Rs.2.87 lakhs was incurred. 

(Paragraph 3.2) 

Procurement of stores far in ·advance of requirement by Public Works 

. Department resulted in blocking of Rs.23 .07 lakhs. 

(Paragraph 5.3) 

Despite being aware of non-eligibility of proje6t for World B~nk 
assistance, release of grant by State Government to Tamil Nadu Energy Development 

Agency resulted in blocking of Rs. 15 lakhs for over 4 years. 

(Paragraph 6.6) 

I 
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15. Other points of interest-

VUJ World Tamil Conference : 

For the Eighth World Tamil Conference held in January 1995, total 

expenditure of Rs.7.85 crores was incurred on publicity, improving infrastructural 

facil ities .and furnishing of new fl ats to accommodate delegates. D~e to belated action 

of the sub-committee, Government could not resort to . open tendering system· as 

required under coda! provi si~s fo r publicity works executed at the c'ost of Rs.2.S.6 

crores. Sixty four arches, valued Rs.33.46 lakhs were removed even before inspection 

by Public Works Department and there were no supporting measurement fo r these 

works. One hundred and twenty fi ve improvement works costing Rs. 1.39 crores were 

carried out at Thanj_avur after the conclusion of th_e conference and th~y did not serve 

the intended purpose. Furniture items costing Rs.3 1.68 lakhs- were not transferred 

according to Government instructions, by Tamil Nadu Touri sm Development 

"' "' Corporation. to needy departments after conclusion- of· the conference. Neither 

furniture, fittings and furnishings provided in the accommodation for delegates at the 

total cost of Rs.67.82 lakhs were received back from Tamil Nadu Housing Board nor 

were the cost recovered. 

• I 

(Paragraph 3.8) 

Free supply of sarees and dhoties : 

Under the scheme of "Free supply of sarees and dhoties:', assessment of 

requirement was not made correctly which resulted in accumulation of stock of 1.32 

lakh sarees and 2.15 lakh dhoties as of June 1996 in 13 distri.cts. The supply -of 

required quantities of sarees and dhoties fo r distribution for Pongal 1995, without 

taking into account the residual stock which had remained undistributed resulted in 

avoidable expenditure of Rs. 1.28 crores in 4 districts. In 3 di stricts test-checked, 

sarees and dhoties valued Rs. 17.81 lakh$ were damaged. Out of this, 0.10 lakh sarees 

and 0.10 lakh dhoties were distributed to inmates of orphanages and destitute homes. 

Non-accounting sho rtages of sarees and dhoties valued at Rs.19.80 lakhs 'was noticed 

in three districts test-checked. According to the report of the Department of 

Evaluation and Applied Research, 40 per cent of the benefi ciaries who were supplied 

free sarees and dhoties under the scheme were ineligible. 

Due to procurement- of powerloom sarees and dhoties with shorter 

length and sub-standard specifications at ·the cost of Rs. I I . 7~ crores for Pongal 1996, 

all the sarees and dhoties remained undistributed . 

-
(Paragraph 3.9) 
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Memoranda· of Understanding: 

Despite awareriess of resistance of local people fo r setting up of the 

"Nylon 6,6" Project in Goa on environ.mental issue, no in~depth. examination of 

environmental aspect ·was. undertaken by Government of Tamil Nadu bef?re signing a 

Memorandum of U nderstanding in June 1995' for setting up of the project in the State. 

The Me~ora.ndum of Understanding sig1~ed in Jan~ary 1996 with 

another firm for manufacture of vehicles was at variance with the terms and 

conditions approved by Government in Oecember 1995. The concessions admissible 

for Super Mega Projects were extended to the firm without ensuring the firm to 

commit t.o invest Rs. I 500 crores w ithin the tl\ne frame of 5 to 7 years as contemplated 

in the Government approved draft memoran.dum. T he .agreement was also .silent on 

the minimum incremental investment of Rs.500 crores required fo r di versification to 

avail the fisca l concessions. Deletion of penal clause in the signed memorandum cast . . 

additional liability on Government toward~ compensation charges payable to Tamil 

Nadu Electricity Board -if the power factor of high tensio'n service connection fel l .. · 

b_elo~ 0.9. T he transfer· of liability on qons.truction of electric lines and transformers 

and provision of railway sidings. would result ·in additional financial burden o(Rs. 12. 77 

crores to Government. Due to non-stipulation of specific time schedule fo r fulfilment . . . 
of the obligations by the firm, the life of the Memorandum would be indefinit.e. While , 

fix~ng the fand cost, th~ financial liabili ty ·tow_~rd s on-site ·and off-site infrastructure 

facilities to. be provided by Government was not taken into account and this woul d 

result in avoidable unwarr,anted fi nancial" burden to Government. Waiver of 

Government's right to re-acquire any part of the land had caused a situation where the .. 
firm could utilise the land for pur·poses other than for the expansion of the project. 

(Paragraph 3.15) 

Eight Industrial Estates for achieving organised development and 

speedy gro~h of electrical and electronics industries were established by Small 

Industries Department during 1967-87 at the cost of Rs.2. 19 cro~es . ln sev~n estates, . . 
out of 502 plot~ ( 159. 77 acres) de.veloped, only 423 plots ( 131 .62 acres) were. allotted 

as of Octo~er 1995 and industrial units were establi shed in t 8 1 plots (58 .61 acres) 

only. The objective_ of speedy growth of electrical/electronic industries was, i hus, not 

achieved. Though 62 plots were used for setting up of units not connected with 

electrical/ electronic products, no action was taken to cancel the allotment. ln two 

industrial· estates. dema~. for coliection of land cost were not raised resulting in 

Rs.15.30 lakhs (including i nt~rest) remaining u~recoveFed (Marc~ I 995). In four 

estates, Rs.66.46 lakhs were outstanding as of July 1995 towards rental/hire charges. 

(Paragraph 3.19) 
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• 

XXVll 

While purchasing drugs to improve the health ~tatus of the children, the 

~uidelines of the World Bank were not adhered to resulting in deprival of subsidy . . 
amounti_ng to Rs. 1.48 crores. 

(Paragraph 3.21) 

Tender procedure was not adopted for purchase of gold rings- for 

supply to girl children under "Puratchi Thalaivi Dr.J_. Jayalali tha Scheme for Girl 

Chila" . Supply orders for supply of .gold rings did not indicate the number of rings to 

be supplied, their purity and time s<;:hedule fo r the supply. The making charges paid 

varied from 2 to 11 per ·cent of the cost of gold. Rupees 27.23 lakhs released 

(February/March 1996) for purchase of 3,404 gold rings wer~ lying unutilised with 

eig ht District Social Welfare Officers, as procurement of gold rings was stopped due 

· to adverse press comments. 639 rings purchased during 1993-94 to 1995-96 remained 

undistributed. The scheme formulated without taking into account the fluctuations in 

cost of go ld, mak ing charges and Sales Tax was inherently defective and resulted in 

unequal benefits · to beneficiaries. , 

(Paragraph 3.22) 

Purchase of Colour Television Sets: 

Though financial rules required adopting of 'open tender' system, Rural 

Development Department resorted to 'li mited tender' for purchase of. 45,302 colour 

televi sion sets denying Government the benefit of competitive bidding. Failure to 

ascertain through open tender a reasonable rate for the minimum t~chnical 

requirements of the Department resulted in avoidable expenditure of Rs. I 0 .12 crores. 

Despite placing bulk orders with manufacturers, concessions. normally admissible were 

not sought for and injudicious payment on this account amounted to Rs.8.53 crores. 

Due . to want of infrastructure facilities, 18,449 colour television sets including 

antennae and boosters costing Rs.28.58 crores remained idle as of June 1996. Due to 

non-installation of these sets, the benefit of warranty clause valued Rs.46 . 12 lakhs 

could not be availed. 249 sets costing Rs.38.57 lakhs were installed in private houses 

defeating the obj~ctive of community viewing . 

(Paragraph 5.4) 

' 
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Tamil Nadu Pollution Control Board: 

Enfo~cement of · the Water and Air (Prevention and Control of 

Pollution) Acts and the Environment (Protection) Act by Tamil Nadu Pollution 

Control Board was not effective mainly due to staff constraints. Despite availability of 

surplus funds and absolute powers to. create posts, no action ·was taken to provide . 
' I • 

adequate staff No survey was conducte_d to plan and execute comprehensive 

' programme for prevention, control' and . abatemerit of pollution. None of tbe 

Government hospitals and local bodies nµmbering 13,38 1 had obtained consent of the 

Board for discharging the effluents. The Board had not taken. concrete. steps for 

establishment of Common Effluent Treatment Plants and for creation of hazerdous 

waste disposal facilities. No remedial action had been taken to contain marine and 

river pollution and the pollution of Chennai city · waterways. E:ontro l of vehicle 

pollution was confined to goods carriages in Chennai city only. 

(Paragraph 6. 7) 

National AIDS Control Programme: · 

Though commodity grant of Rs. I . 76 crores w~s credited to the State in 

September 1994 under National AIDS Co.ntrol Programme, no actio n was· taken io 

ensure receipt of mater.ials. Failure to exercise financial prudence while ext.ending the 

contract period· for publi.~i ty .resulted ih non-accrual of trade commission of Rs.14.52 . 

lakhs to the State. lnco rrect fixation of rate for telecast . of television spots on 

Doordarshan resulted in excess· payment of Rs. 18.95 lakhs to a private advertising · 

agency. Due to fai lure to ensure reasonable rate fo r production of VHS cassettes, 
' . 

there was avoidable additional ~xpenditure of Rs.26.67 lakhs. Contrary to guidelines . 

of Government of India, PVC corrugated boards/sheets, furniture and Information, 

Education and Communication materials were procured for a value Qf Rs.45.64 lakhs 

·without calling for quotations . In the absence of supportive information, correctness 

of payment of Rs. 1. J 8 crores to non-governmental organisations could not ~e verified. 

(Paragraph 6.8) 

In 16 departments, of I. 76 lakh utili sation certificates ,Oue in respect of 

grants aggregating Rs.2073 .23 crores paid during the period from March f98 1 to 

March 1995, only 4,429 utilisation certificates for Rs.234. 79 crores had been furnished 

by grantees as -of 30 September 1996 and 1.71 lakh certificates for aggregate amount 

ofRs. l 838A4 crores were in arrears. 

.. (Paragraph 6.2) 
: 
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CHAPTER I 

FINANCIAL POSITION OF GOVERNMENT OF TAMIL NADU 

1.1. Summarised Financial Position 

1.1.1. The financial position of Government of Tamil Nadu as on 31 March, 
1996 emerging from Finance Accounts for the year 1995-96, abstract of receipts and 

disbursements ~nd sources and application of funds are detailed in Statements I, II 

and Ill . 

.- ' L..-- ---~ 
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STATE 

SUMMARISED FINANCIAL POSITION OF THE 

Amount as on 
31.03.1995 

256 1.37 

6800.81 

143.09 
1811.33 

1146. 14 
1074.88 

3.30 
60.95 

1360 1.87 

Liabilities 

Internal Debt -
Market Loans 
bearing interest 
Market Loans not 
bearing interest 
Loans from U C 
Loans from other 
Institutions 
Ways and Means 
Advances 

Overdrafts from Reserve 
Bank or India 
Loans and Advances from 
Central Government -

Pre 1984-85 Loans 
Non-Plan Loans 
Loans for State 
Plan Schemes 
Loans for Central 
Plan Schemes 
Loans for Centrally 
Sponsored Plan 
Schemes 
Contingency Fund 
Small Savings. Provident 
Funds. etc. 
Deposits 
Reserve Funds 
Advances 
Remittance Balances 

2693 . 11 

3.84 
137.52 

180.55 

376.28 
2868.53 

-!222.39 

16.49 

56.03 

rai Differs from balance shown in last year's account due to pro.fomw corrections. 

Amount as on 
3U13.1996 

30 15.02 

7539.72 

149.68 

1997.34 
1276.12 
1155.21 

0.96 
74.33 

15208.38 

/\ Difference between assets and liabilities due to pro /011110 corrections as stated at (a1• 

.; 
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MENT I 

GOVERNM ENT OF TAMIL NADU AS ON 31.03.1 996 
(Ru~ccs in crorcs~ 

Amount as on Assets Amount as on 
31.03.1995 31.03.1996 

4476. 11@ Gross Capital Outlay on 5067.05 
Fixed Assets -

Investment in sha res of Com-
panics. Corporations. etc. 770.08 
Other Capital Outlay 4296.97 

3442.08 Loans and Advances - 3795.(>8 
Loans for Power 
Projects 1135.06 
Other Development Loans 24 10.40 
Loans to Government 

- Servants and 
Miscella neous Loans 250.22 

46.23 Reserve Fund Investments 46. 18 
36.30 Suspense and Miscellaneous 

Balances (-) 11.43 
526.83 Cash - 925.25 

Cash in Treasuries and 8.79 
Local Remittances 
Deposits with 
Reserve Ba nk 50.00 
Depanmental Cash 
Balance 1.46 
Permanent Advances 1.39 
Cash Balance Investment 863 .6 1 

5075.90 Deficit on Government Account - 5385.65 
(i) Revenue Deficit of 

the current year 3 11.32 
(ii ) Appropriation to 

Contingency Fund 
(iii) Miscellaneous 

deficit 0.0 1 

Accumulated deficit 5074.32((/l 

' upto 3 1 March 1995 

-----------·------ -----------
I" 13603.45,\ 15208.38 
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Sl'~CTION A - Rl':VENUE 

II. 

I. Revenue receipts -

Tax revenu~ 

Non-tax revenue 

State's share of 

Union Taxes 

Non-Plan grant~ 

Grant5 for State 

Plan Schemes 

Grants for Central 

Recei ts 

and Centrally Sponsored 

Plan Schemes 

Revenue defi cit carried over to Section B 

Higher rounding 

4 

STATE 

ABSTRACT OF RECEIPTS AND 

10599.25 

7 151.20 

858.45 

1805.59 

126.95 

326.44 

330.62 

• 

3 I 1.32 

109 10.57 
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MENTO 

DISBURSEMENTS FOR THE YEAR 1995-96 

I. Revenue ex-penditure -

sector 

General services 
Social services -

Education. Sports.Art and Culture 

Health and Family Welfare 

Water Supply. Sanitation, 
Housing and l Jrban Development 

lnfonnation and Broadcasting 

Welfare of Scheduled Castes. 
Scheduled Tribes and 
Other Backward Classes 

Labour an d Labour Welfare 

Social Welfare and Nutrition 

Others 
Economic Services -

Agriculture and Allied Activities 

Rural Developmi!nt 

Special Areas Programmes 

Irrigation and Flood control 

Energy 

Industry and Minerals 

Tran~port 

Science, Teclmology and Environment 

General Economic Services 

Grants-in-aid and Contributions 

Disbursements 

Non-Plan 

3404.14 
2037.62 

479.19 

68.86 

11.67 

11 1.16 

66.01 

474.97 

6 .37 

684.52 

100.71 

•• 
0.14 

172.20 

A 

60.82 

26 1.95 

843.98 

212.47 

(Rupees in crores) 

.Plan Total 

4. 11 3408.25 
142.97 2180.59 

2 18.99 698.18 

284.09 352.95 

4 1.30 52.°97 

203.23 3 14.39 

4.26 70.27 

182.04 657.0 1 

0 .16 6.53 

277.6 1 962. 13 

226.58 327.29 

13.37 13.5 1 

4 1.87 2 14.07 

4.79 4.79 

2 17.95 278.77 

40.53 302.48 

5.49 5.49 

4.45 848.43 

212.47 

----------- - -- - ------
Total 8996.78 19 13.79 109 10.57 10910.57 

II. Revenue surplus carried over to Section B 

109 10.57 

Lower rounding . 

Hig he r r ounding . 

A Rs.15.575 only. 



SECTION B - OTHERS 

Recei ts 

Ill. Opening Ca~h balanc.: including 

Pemianent Advanc.:s and Cash 

Halance Investment 

IV. Miscellaneous Capital recdpL' 

v. R.:covcries of J ,oans and Advances-

From Pow.:r Project' 

From <.iovcmm.:nt S.:rvanL' 

From Others 

6 

ABSTRACT OF RECEIPTS AND 

?:l.6 1 

52.% 

279.99 

526.83 

406.56 

• 

• 

\ 
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DISBURSEMENTS FOR THE YEAR 1995-96- contd. 

Ill. Opening Overdrafl from 

Rcscrw Bank or India 

IV. Capital Outlay -

(i.:n.:ral Services 

Social Services -

Sector 

Education. Sports. Art 
and Culture 

Health and Family Welfare 

Water Supply. Sanitation. 
Housing and I irhan Development 

lnfonnation and Broadcastiitg 

Welt:m.: ol" Schcdulcd C:"1 ... -s. 
Sd1edulcd Tril>cs and Other 
Backward Cla-;scs 

Social Welfare and Nutrition 

Others 

Economic Services -

Agriculture and Allied 
Activities 

Rural Developm.:nt 

Special An:."L' Programmes 

Irrigation and Flood Control 

Industry and Minerals 

Transport 

General Economic Servic1.-s 

Total 

V. 1.oans and Advanc1.-s disbursed -

For Power Proje<.-t.' 
To Gov.:nuncnt Servants 

To Others 

1.ower rounding 

l>lsbursements 

Non-Plan 

1().(JI 

1.26 

1.6? 

1.54 

0.4R 

(-)2.?2" 

2.77 

(-)10.42 

(-)0.60 

3.8 1 

235.66 
?:l95 

430.55 

B Minus balance due lo rctirern1."t1t of share capital by Societies 

Plan 

22.45 

53.?5 

18.43 

126.0? 

10.02 

12.03 

0.69 

3.21 

54.0 5 

0.44 

7.2 1 

65.72 

37.66 

172.00 

3.18 

51<7. 13 

(Rupees in crorcs) 

Total 

32.46 

55.2 1 

20. 12 

127.63 

10.50 

12.03 

0.69 

3.2 1 

51.1 3 

0.44 

7.2 1 

68.49 

27.24 

171.40 

3.18 

590.?4 590.94 

760.16 
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SECTION B - OTHERS - conclcl. 

Rece.lpts 

VI. Revenue Surplus hf"ought down 

VII. Public debt receipts -

Internal debt otbcr tban 

Ways and Mean~ Advances 

and Overdraft 

Ways and Means Advam.-es 

Loans and Advances from 

Central Govenunent 

VIII. Appropriation to Contingency fund 

IX. Amount transferred to 

Contingency Fund 

:'\. Public Account rec.:ipl~ -

Small Savings 

and Provident Funds 

Reserve funds 

Suspense and Miscellaneous . 

Remittances 

D..t>05ils and Advances 

:\I. Closing Overdraft from 

R~-serve Bank of India 

Total 

Lower rounding. 

8 

ABSTRACT OF RECEIPTS AND 

1519.12 

473.93 

56.79 

988.40 

6.91 

10490.6'.\ 

1006.5 1 

195.99 

2540.04 

2445.74 't 

4302.35* 

12950.05 

.. 

' 
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DISBURSEMENTS FOR THE YEAR 1995-96 - concld. 

,., 
\."II 

l>l~hur'<entl'nts 

R.:v.:nu.: dclicit hrought down 

Rcpay111,·n1 of 1'11"11.: Dehl -

lnt.:rna l dchl olhcr lhan Ways 

and l\kans . \dv:111.:.:s and Ov.:rdra ll 

Wavs aml l\kans .-\drnn.:.:s 

R.:pavmcnl 111" I .oan., and 

..\d,·ancc'S Ill C.:nlral 

(ft)\'t:OUlh!lll 

\"Ill. .\ppropriation lo Conling.:11.:~ Fund 

I:'\. 

:'\. 

:'\I. 

J·.xpc11dit11rc fro111 Conlingcncy F11t1<l 

Puhlio.: ,\c.:nunt <lish11rs.:n1cnL' -

Small Saving,' and l'rovid.:nl Fund' 

Re-serve Fund' 

Susp.:nsc and 1\l iscdlancous 

R.:mittanc.:>. 

Dcp<1sits and :\dvam:c-s 

Ca.•nhalanc.: at end -

2/24-6 

Cash in Tr.:asuric-s and 

Local R~111ittancc-s 

D.:posiL• with 

Rcs.:rv.: Bank 

lkpart111cnta l Cash Balanc.: 

induding l'cm1an.:nt Advanc.:.' 

Cash Bal:mc.: lnv .. -stm.:111 

(Ru11ccs in crorcs) 

20.27 

5<>.7'> 

249.49 

820.50 

11 5.<il 

2492.:n 

2432 .. 16 

4 174.7 1 

8.79~ 
50.00 

~' ,'<ii..\ 
2.85 

81>.l.(il 

JIU2 

0 .. 12 

10fl35 . ~ 1 

925.25 

12950.05 

• 

• 



I. Revenue receipts 

2. Recoveries of Loans 
and Ad\'anccs 

Sources 

3. Increase in Public debt other 
than overdraft 

-l. Net receipts from Public Account -

Increase in Small Savings 
Increase in Deposits and 
A d\'ctllCCS 

Increase in Reserve Funds 
Net effect of Suspense 
and Miscellaneous 
transactions 
Net effect of Remittance 
transactions 

(() 

STATE 

SOURCES AND APPLICATION 

10599.25 

-W6.56 

11 92 .57 

186.0 I 

127.6-l 
80.JX 

47.71 

I:U 8 

12653.50 

Ex1Jlanatory Notes: 

I. The abridged accounts in the foregoing statements have to be read with comments 

and explanations in the Finance Accounts. A revised classification strnclurc of Government 

accounts was introduced from l April 1987. However. grants for meeting the expenditure during 

1995 -96 on certain scrYices and schemes were obtained by Government under heads of account 

which do not confonn to the revised classification structure. W11ilc correct classilicallon had been 

adopted in respect of loan heads of account in the Finance Accounts of 1995-96. the matter is under 

correspondence with Government in respect of heads under Revenue and Capital accounts and 

pending a decision in this regard. expenditure on these items stand classified under the budgeted 

heads. 

2. Govcnrn1cnt accounts being mainly on cash basis. the deficit on Go\'crnmcnt 

account. as shO\vn in Statement-I. indicates the position on cash basis. as opposed to accrnal basis 

of commercial accounting. Consequently. items payable and receivable or items like depreciation 

or variation in stock figures etc .. do not figure in the accounts. 

3. Although a part of revenue expenditure (grants) and the loans arc used for capital 

formation by the recipients. its classification in the accounts of State Government remains 

unaJTcctcd by end-use. 

• 
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MENT- Ill 

OF FUNDS FOR 1995-96 

I. 

2. 

J. 

Application 

Revenue expenditure 

Lending for development 
and other purposes 

Capital expenditure 

11 

-l . Net efTect or Contingency Fund transactions 

5. Repayment or Overdraft (Net) 

Increase in cash balance 

(Rupees in crorcs) 

109 10.57 

590 1J-l 

(-)6.59 

39X.-l2 

l 265J .50 

.t . Under Government system of accOLmting. revenue surplus or deficit is closed 

annually lo Government account wi th the result that cmnul ativc position of such surplus or delici t 

was not ascertainable. The balancing figure of Rs.533.(, I crorcs as on 3 1 March, 1983 was. 

therefore. treated as cumulati ve surplus for drawing up the first statement or financial position for 

1983-84 which took the place of a Balance Sheet. 

S. Suspense and Miscellaneous balances include cheques issued but not patd. 

payments made on behalf of State and others pending settlcmcnl, etc. 

6. There was an unreconciled diITcrencc of Rs.89. 73 lakhs (Net Credit) between the 

figures reflected in the accounts (Rs.4999.88 lakhs - Net Debit) and that intimated by the Reserve 

Bank of India (Rs.5089.61 lakhs - Net Credit) under "Deposits with Reserve Bank". A net 

difference to the extent of Rs. I I. 71 lakhs (credit) comprising a debit or Rs.2 1.32 lakhs and a credit 

of Rs.33.03 lakhs had been reconciled (J uly 1996) leaving a balance or Rs. 78.02 lakhs (Net Credit) 

(Debit : Rs.134.52 lakhs and Credit : Rs.212.54 lakhs). 

2/24-6a 
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1.1.2 Based on these statements and other supporting data, the succeeding 

paragraphs in this chapter present an analysis of the management of the finance of the 

State Government during 1995-96 relating it to the position obtaining in the earli er 

four years. 

1.2 Assets and liabilities of the State 

Assets comprising capital investments and loans advanced and total 

liabilities of the State Government as at the end of the last fi ve years (Figure 1) were 

a under . 

Year 

199 1-IJ2 
1992-91 
1991-9..i 

199-l-95 
1995-96 

Assets 

598 1.62 
(>271. 17 
70 20.8(> 

8525.97 
9822.71 

Liahilities 

8-UO.-t9 
I025lU-l 
I I (,80.02 

* I J60l .-t5 
15208.18 

* Due to prr!fimnn corrcctio11s 

16050 

1-tOSO 

12050 

°' .,. 
10050 0 ... ... 

QC 

N 

Hll50 ~ 
x: 
~ 
Ill 

6050 

-to5o 

2050 

511 

1991 -92 

Fieun· t 
(Rcfc-n•1wt· : Paraer:iph 1.2) 

,\SSETS AND Ll. \1111 .l'l'IES OF TllE ST.\TE 
( 1991-92 TO 1995-96) 

( llupt·t·s in uores) 

1992-93 

C Assets 

~ 

"" 0 
"' 0 ,_ 

1993-9.t 199+.95 

a Liabilities 

(Rupees in c rores) 

(-) 

( - ) 

(-) 

( -) 

(-) 

Difference 

2-l58.87 
] 985. 17 
.ff,59 I (i 

5077.-lX 
5]85.65 

x ..., 
x 
0 

"' •n 

1995-% 

,. 



While assets had grown by 64 per i.:e111 during the five years, liabili ti es 

had grown by 80 per cent. The excess of liabil ites over assets increased from 

Rs.2458 .87 crores at the end of 199 1-92 to Rs.5385 .65 crores a t the end of 1995-96 

T his was mainly due to continuous revenue defic it during the last fi ve years 

1.3 Revenue deficit 

At the end of 1995-%. revenue receipt s had grown by R .382'.) .59 

crores over 199 1-92 as against the growth of Rs223 1.05 crores in revenue 

ex pendi ture during the period. Over the period of fi ve years. revenue defic it decreased 

by Rs. 1592 .54 crores. The position is summarised (Figure 2) in the following table : 

Year 

I 'J9 l-92 
1992-'Ji 
199'.l-94 
I 'J9-l -95 
1995-% 

12111111 

111000 

HOOO 

6000 

.tilt It I 

20fltl 

ti 

( Rupees in cron·s) 

Rc \'Clllll' Pe rcental.!l' of 
----------------------------·--------------------- increase over the 
Rl'ccipts 

() 775.(>(> 
70 16.\\ 
8066. 15 
92 Jl).-l(l 

I 0599.25 

N 
v; 

"' r-

'° x: 

199 1-92 

Ex11en- Deficit prc\'ious ~ c;ir 
ditun· -------------------------

Re\CllllC 
rerci11ts 

X(, 79.52 1901 X<1 TU7 
85-12.5.1 152(1.20 1.55 
X758.0 I (19 l.X(1 1-1 .% 
%1-1.')5 -l1 5.55 1-1 10 

I O'J I 0.57 1 1 U2 1-l. ')7 

Fi~tlr(' 2 

( lfrft·n ·ru·t': l'amgmph 1.3) 
(:IH>\\"1"11 OF IU:\°l':Nt E REC'Ell'TS. 

1n:n: ' 1 ' E EXl'l•:N l>ITI 'UE .\;\ II 
1n:n : N1 'E l>EFI( Tr (1991 -92 TO 1')9S-'J6) 

( lt upl'l'S in (" l 'Ol"l'S) 

0 
M "? 
1r, "' ,..; ..., 
"? 

M <fl .,,; :)0 

1992-93 1993-9.t 

•Rt·('~ipls [] 1':\fll'llditun· 

Rc,·e nm· 

e:\pcndi-
tlll"l' 

51 .9-l 
(-)1.58 

2.52 
)( ).( )J 

l >.2-l 

Dlktkil 

RC\'Clllll' 
d(•ticit as 
a pl'rccnt-
lll.!C of re-
\'l'lllll' l':\ -
pl'111lit11n· 

2 1.9> 
17 X7 
7 90 
-l \ I 
2.X5 

199S-96 

The revenue deficit as envisaged in the Budget estimates and the 

Revised estimates vis-a-vis the actuals a re given below: 

·1 



1-l 

(Rupees in crorcs) 

Year Revenue deficit Percentage 
---------------·- ----------·---- --------------- of actual 
Budget Revised Actuals deficit to 
esti- esti- revenue 
mates mates recei1>ts 

I 1)') 1-92 902.49 (150.05 190) .86 28 10 
1992-9] 808 .71 I008.Ci2 152(1.20 21 75 
1991-9-l 13 10.98 11 92 .28 (191 .8(1 8 .58 

199-l-95 1239. 16 lll5 I 72 .i 15.55 -l .5 1 
1995-96 925 .55 I IC1lU12 ] 11.32 2. 9-l 

During 1995-96, while the actual revenue receipts had increased by 

Rs. 16 14.18 crores ( 18 per cent) over Rs.8985 .07 cro res anticipated in the budget, the 

actual revenue expenditure had increased only by Rs. 999. 95 crores ( I 0 per cent) over 

Rs. 99 10.62 crores anticipated expenditure resulting in the decrease in the revenue 

deficit by Rs.6 14.23 crores. 

1.4 Revenue expenditure 

1.4.1 The Plan expenditµ re under revenue during 1995-96 was Rs. 1913 . 79 

crores against the budget estimates of Rs.2086.20 crores (including supplementary) 

disclosing a shortfall of Rs. 172.4 1 crores in expenditure. The Non-plan revenue 

expendi ture during the year was Rs.8996.78 crores (Rs.7847.83 crores during the 

previous year) against the budget estimates of Rs. 923 8.4 7 crores (including 

supplementary) di sclosing a decrease of Rs.24 1.69 crores in expenditure. The main 

reasons fo r the variations are given in Chapter 11 of this Report. Further detail s are 

avail able in the Appropriation Accounts of the State Government fo r 1995-96. 

The revenue expenditure (both Plan and Non-Plan) during 1995-96 was 

Rs. 109 10.57 crores as against Rs.9634.95 crores during 1994-95. The detai led 

reasons fo r increase between the revenue expenditure incurred during 1994-95 and 

1995-96 under di fferent major heads of account are given in Statement No. I of the 

Finance Accounts for 1995-96. 
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1.4.2 Growth of revenue expenditure 

Growth of revenue expenditure (both Plan and Non-Plan) in the last 

five years (Figure 3) was as under: 

Year 

199 1-92 
1992-93 
199)-1)4 
199-l-95 
1995-% 

(Rupees in crores) 

Revenue ex11enditure 
--·---·-----------------------------------------
Plan 

IJ08.75 
1454.08 
170(1.96 
1787.12 
1913.79 

Non-Plan Total 

7170.77 8679.52 
7088.45 85-l2.5J 
7051 .0:i 8758.01 
7847.83 %14.95 
8996.78 I09 l0.57 

l''ieun· 3 
(Rcfrrm n•: Paraeraph IA.2) 

Rc,·enuc 
suq1lus(+)/ 
deficit(-) 

( -) 1903.86 
( -) 1526.20 
(-) 691.86 
( -) -l 15.55 
(-) 1 11.:n 

camwm OF Pl.AN AND NO N-Pl..-\ ' REVl':NllE EXPE 'UITllRE 
( 1991-92 TO 1995-96) 

(Rupees in cron,s) 

Percenta~e 

of deficit 
to Non-Plan 
ex11enditure 

25 .83 
2 1.53 

9 .8 1 
5.30 
3.-l6 

!1996.711 

9000 ~~~~---~=~-----.:~:.i..--..-!--:::...-------7!1.t7.HJ 

!IOlHI 7370.77 
70!1!1A5 7051.05 

7000 

6UIHI 

50011 

-'0110 

3000 
145.t.O!I 1706.96 1787. 12 1913.79 

2000 130!1. 75 

IOOO 

11 +---------------T"'""--------------...----------------r---------------. 
1991 -92 1992-93 1993-9-' 199.t-95 1995-96 

- Non-Plan ~Plan 

The revenue expenditure (both Plan and Non-Plan) went up from 

Rs.8679.52 crores in 199 1-92 to Rs. 109 10.57 crores in 1995-96 showing an increase 

of 26 per c:ent. Out of this increase (Rs.223 1.05 crores), the non-plan expenditure 

accounted for 73 per cent. 

l 
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1.4.3 Financial assistance to local bodies and others 

The quantum of assistance by way of grants provided to different 

bodies other than Government companies and Tamil Nadu Electricity Board in the last 

three years is given below: 

:\um•· of body 

I. 

Elilll'aluu1al lnst1tut1ons 

11. fvh111i.:1pal Corporatmns •1t1d !l.'1uni ..:1paliti..:s 

111. i',illa l'arishads and l'an..:hayali Raj 

lnstilutions 

\ . I lospita ls and Charitahk Insti tutio ns 

VI. Other mslitutions 

T otal 

l'..:nxntag" 1>1' grn\\1h 

ov~r previous year 

Revenue rc.:.:ipl> 

(Tax and non-lax) 

Pl!r~entag..: of assis

tam;I! to Revenue 

r~c..:ipLC\ 

Rcwnuc expenditure 

Pcr..:cntagc 1Jf 

assistarn.:i: to 

r..:v-.:nu~ ex i:nditurc 

1993-9.t 

ix.en 

2h.72 

(>.70 

0.02 

16~.92 

!006.77 

62.00 

5505.2<1 

I X 

8758.0 I 

II 

(Rupees in crores) 

199.t-95 1995-96 

I <>I .0 I 7')4.24 

1.48 IJ, 'J(, 

22.'JI l')().74 

24.'J() '.l') .h() 

1.76 1.2() 

779.87 15(, 12 

')') 1.9'.l I l l<2.l<6 

(-)1.47 19.25 

6606.42 !<009.65 

15 15 

%'.14.95 IO?I0.57 

10 II 

Thus, the total assistance at the end of 1995-96 had increased by 17 

per cent over the level of 1993-94 . 

t-

' 
,_ 
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1.4.4 In terest payments 

The quantum of interest payments in the last fi ve years had been rising 

as indicated below: 

(Rupees in cro res) 

Year Interest O pening halance of Percen-
1.ayments ----------------·----·----------·-------------------------------------------- taj!e of 

In ter na l Small Loans Resen·e De11osits Total interest 
debt Savi nj!s, and fu nds hearing to total 

Pro\li- adv an- hearing interest 
dent ccs interest 
Funds, from 
etc. Central 

Go\lern-
mcnt 

199 1-92 557.30 1580.20 766.2J 3293.46 7.99 367.64 6015.52 9.26 

1992-93 688.47 18 11. 17 9 18 .27 3936.84 8.09 446.44 7 120.8 1 9.6 7 

199:1 -94 956.52 2009.64 11 60 .22 4(>82 . 14 8.19 552.03 84 12.22 I U 7 

1994-95 1152 .62 22 13.35 1589.05 5523.12 8.33 467.83 980 1.68 11 .7(> 

1995-96 1380.00 2561.37 18 11.33 6800.8 1 8.46 462.50 I 1<>44.47 I l.85 

The Government receives interest on loans and advances given to 

Public Sector and other undertakings, Local bodies, Co-operative and other 

institutions, cultivators, etc. Besides, certain other receipts such as interest realised on . 
investment of cash balances, interest from Departmental Commercial Undertakings are 

also received. When all these interest receipts were taken into account and compared 

with the interest payments, there was sti ll net burden on revenue which increased fro m 

Rs.477.28 crores during 1992-93 to Rs. I 037. 17 crores du ring 1995-96 as detailed 

below: 

\ 2/24-7 I 
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(Ru1>ees in crores) 

Year Interest Interest Net hurden 

pll~'mcnts receipts on revenue 

1991-92 557 .J O 770.<17 (-) 211.37* 

1992-93 C18R..t7 211.19 -l77.2R 

1991-94 956.52 275.H 681.28 

199-l-9.5 1152.62 278.79 871 .83 

1995-96 1380.00 3-l2.83 to:n. 17 

Increase in inte rest receipt during 1991-92 was due to adjustment of arrears of 
interest payable by Tamil Nadu Elect ricity Board for the period upto 3 1 March. 1990 
against the subsidy payable by Government lo the Board. 

Non-plan revenue expenditure 

The total non-plan revenue expendi ture o ther than interest payment s 

rose by 12 per cent during 199 1-92 to 1995-96. 

The sector-wise expenditure excluding interest payments was as under· 

Sector 

General Services 
Social Services 
Economic Services 
Grants-i1H1id and 
contributions 

Total 

Non-Plan revenue 
ex1>enditu re 

1991-92 1995-96 

11 57.01 202-l. l-l 
2219..t I 1255.85 
12 19.05 2 12-l .3 2 

198.00 2 12.-l7 
------------- ------------

68 13.-l7 76 1(1 .78 

(Ru1>ces in crorcs) 

Percent
age of 
increase 

75 
-l5 

(-)J -l 

7 

* T he decrease in Economic Services as compared to 199 1-92 was due to payment of 
Rs. 1769 . l O crores in 199 1-92 towards arrears of subsidy payable to Tamil Nadu 
Electricity Board for the pe riod 1978-79 to I 981J-90 . 

Signifi cant increases were noticed in the fo ll owing categori es as 

compared to non-plan expenditure incurred in 199 1-92. 

.. 



• 

' 

19 

(i) under "Pensions and Miscellaneous General Services" (95 per 

cent) and under "Organs of State" (61 per cent) under General Services; 

(ii) under "Health and Family Welfare" (64 per c.:ent) and "Labour 

and Labour Welfare" (56 per cent) under Social Services; and 

(iii) under "lrrigation and Flood Control" (76 per cent) and 

"Transport" (78 per c.:ent) under Economic Services. 

The figures of revenue receipts, other than the grants received from 

Central Government for implementation of plan schemes, and the non-plan revenue 

expenditure during 1991-92 to 1995-96 are indicated below: 

* 

1.5 

Year 

199 1-92 
1992-93 
1993-9..i 
199-i-95 
1995-96 

Revenue 
recei1>ts 
other 
than plan 
grants 

62 18.29 
6344.80 
72 18.0(i 
8423 .64 
9942. 19 

Non-Plan 
re\'cnue 
ex1>endi-
tu re 

* TJ70.77 
7088..l.5 
7051 .05 
7847.83 
8996.78 

(Ru1>ecs in crores) 

Excess of 
revenue 

' receipts 
over ex-
pcnditure 

(-) I 152..l8 
(-) 743 .65 

167.0 I 
575.81 
945.41 

Abnormal increase of expenditure was due to payment of arrell rs of subsidy 
(Rs.1769 . l'O lakhs) to Tamil Nadu Electricity Board. 

Revenue receipts 

1.5.1 The budget estimates vis-a-vis the actual revenue receipts during the 

fi ve years ending 1995-96 (Figure 4) are given below: 

2/24~7a 



Year 

1991-92 

1992-93 

1993-9.+ 

199.f-95 

1995-96 

12000 

10000 

-c 
"" !WOO ,,.; 

N r-
on r-
o\ "" .... 
00 

6000 
on 

-'000 

2000 

(I 

199 1-92 

Budget 
estimates 

53-i?.3.+ 

64.+6 .5.+ 

6989 89 

7844.37 

8985.07 

20 

Revised 
estimates 

5879.52 

666 1.20 

72 15 13 

8135.44 

9689.22 

Amount 

6775.66 

70 16.:n 

8()6(1. 15 

92 19 . .+0 

10599.25 

Fiiiun• -' 
(Rcfrr!'m·c·: Pa1~11iraph 1.S. I ) 

(Ru11ees in crores) 

Actuals 

Percentage 
J!.rowth over the 
previous year 

31 

.+ 

15 

I.+ 

15 

REVENUE RECEIPTS - fH'OG ET -REVISED ESTI 'IAT ES - AC"Tl l,\ LS 
(1991-92 TO 1995-96) •n ,... 

cnupt·es in cro rcs) 

or. 
.,; 

..... °' '.:? "" e ...., 00 Iii QC .,; o\ 
0 

00 ,... 
"" .... .... "" 

1992-93 1993-9-' 

• Budect l~stimatc 

~ 
::; ... N ... "' .n 

'.'.:? 
QC 

199-'-95 

C Actuals 

::; 

~ ~ 
o\ 
00 

"" "" 

199S-96 

The position of revenue raised by the State and of the State's share of taxes and grants 

received from the Government of lndia (Figure 5) was as under: 

"' 
.. 

.. 
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(Ru11ecs in crorcs) 

199 1-92 1992-93 1993-9-' 199-'-95 1995-9/i 

I. Revenue raised by 
the State Go\'crnmcnt 
(a) Tax rc\'cnue J?:l-UI -ll 62 .0(1 -!80 I.:l7 5833 . 76 7151.20 
(b) Non-1;1...; rc, ·cnuc 111 8.-l'J 6 12.79 703.89 772 .(1(1 858 .-l5 

ToL<tl -l852.60 -i 774.85 5505 .26 (1(10(1.42 8009 .65 

II.Receipts rrom Government 
or India 
(a) State's share or: 
( i ) Income Tax. etc. -io-i . n -l8 l. 19 6 11.73 678.88 753. 39 
(ii ) Union Excise 78-l. 7-l 9J8.-l9 938.88 I 056.52 1052 20 

Duties 
(b) Grants-in-aid 711 .59 82 1.80 1008.28 877.58 78-l .O I 

Total 192] .06 2H I A8 2560.89 26 12.98 2589.60 

111. Total receipts of 6775 .(16 701(>.1] 8066. 15 9219 .-lO I 0599. 25 
State Government 
(Revenue Account) 

* IV. Percentage of revenue 72 (18 68 72 7(1 

ra ised 10 tota l receipts 

* Abnormal increase Ill receipt was due to adjustment of arrea rs or interest and 
Electricity Duty (Rs.72-!. I I crores) payable by Tamil Nadu Electricity Board for the 
period upto J I March. 1990 against the subsidy payable by Government to the Board. 

Fieurc 5 
( lkfcn·m·e: Paraer:•ph 1.5. 1) 

RE\'ENI ' E 1mn:wrs - 1995-96 

( RUJlt'CS in t'l'Orl'S) 

Receipts from ( ;QI 
25!19.611 

2-'0/o 

Tax l't:'"cruw 
7151.211 

68% 

1on-taA rC\'l'l l Ut" 

858.-'S 

H% 

1 
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1.5.2 Tax revenue 

The growth of tax revenue in the last five years was as indicated below 

Year Tax revenue Percentage ~rowth 
(RUj)CCS over 1>rc\•ious ~·car 

in crorcs) 
199 1-92 1734 . 11 20 
1992-93 4162.0(1 11 
1993-94 4801.37 15 
1994-95 5833.76 22 
1995-96 7 151.20 23 

While the total revenue receipts of the Government increased by 4; 15; 

14 and 15 per c.:e111 over the previous years during 1992-93, 1993-94 , 1994-95 and 

1995-96 respectively, the tax revenue grew at 11 : 15; 22 and 23 per cent during 

these years. 

The analysis of tax revenue raised by the State Government is given 

below: 

(Ru1•ces in crorcs) 

1991-92 1992-93 1993-94 1994-95 1995-96 

I. Agricultural 26.20 20.04 12.77 16.73 19.47 
Income tax ( I ) ( I ) 

2. Sales tax 244 1.87 2743 . 12 3209. 99 3913 .84 4689.27 
(65) (66) (67) (67) (66) 

3. State excise 483 . 12 564 .86 568 .82 6 14.64 934.66 
( 13) ( 14) ( 12) ( I I ) ( 13) 

4. Taxes on 248. 19 292.96 313. 70 372.45 392.2 1 
\'Chicle (6) (7) (7) (6) (6) 

5. Stamps and 296.46 29 1.82 J 83 .69 506.69 (> 13 .0 I 
Registration (8) (7) (8) (9) (9) 
Fees 

6. Land revenue 26.50 19.30 3 1.87 35 .27 25.21 
(I) ( I ) ( I ) 

7. Taxes on goods 26.40 43 .62 71.88 110 .03 16 1. 99 
and passengers ( I ) ( I) ( I ) (2) (2) 

8. Other taxes 185.37 186.34 208.65 264 . 11 3 15.38 
(5) (4) (4) (4) (4) 

Total 3734. 1 l 41 62.06 4801 .37 5833 .76 7 15 1.20 
( JOO) ( JOO) ( 100) ( 100) ( 100) 

(Percentage share of individual taxes on the total is given in brackets) 

• 

.. 

• 
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No new tax was levied during the year I q95-96. The items under which 

revenue receipts increased significantly over those of 1994-95 and the main reasons 

thereof are indicated in Statement No. I of Finance Accounts for 1995-96. 

1.5.3 Non-tax revenue 

Growth of non-tax revenue in the last fi ve years is indicated below: 

Year Non-tax Percent- Percentage of 
re\"enue age growth non-tax revenue 
(Ru1>ees O\ler 11re- to the total 
in crorcs) vious year revenue raised 

In· the State 

* 19 1) l - 'J2 l 1 IXA9 I 'JJ .20 D 

1992-9) 6 12.7<1 (- )-+5.2 1 11 

1993-9-l 70J .89 l-l.87 11 

I 1)9-l-9 5 772J1(l 9.77 12 

1995-% 85X.-l5 11 .00 11 

* Abnornrnl increase in revenue receipt was due to adjustment of arrears of interest and 
Electricity duty (Rs. 72-t . l l crores) payable by Tam il Nadu Electricity Board for the period up to 
J I March. 1990. agai nst the subsidy payable by the Government to the Board. 

1.5.4 Arrears of revenue 

The position of arrears of revenue pending collection at the end of the 

financial year as against total revenue rai sed by the State Government during the 

period 199 1-92 to 1995-96 is given below: 



2-t 

Year Revenue Arrears of revenue Pcrcen- Percen- Percen-
raised at the end of the vear taJ,!e of tage tage 
(Rupees Number Amount <1rrears J!roWth growth 
in of de- (Rupees to tot- of rev- of ar-
crores) 1iart- in al rev- enuc rears 

men ts crores) enue raised over 
raised over pre-

previous vious 
vcar vcar 

199 1-92 .+852.W 2 1 757 .8.t 16 18 .+6 
1992-93 .+ 77.t.85 19 I 025 .0(i 2 1 (-)2 35 
1993-9.t 5505.26 18 13 10.98 2-t 15 28 
I 1)9.t-95 (1(J()(d2 13 17 1.t . .+6 26 20 3 1 
1995-96 8009.65 11 2-tO 1.27 30 2 1 .w 

Of the total amount of arrears of revenue of Rs. 240 1.27 crores in 

respect of 13 departments as of March 1996, Rs. 389.93 crores ( 16 per ce11t) were 

pending for more than 5 years. The increase in arrears in collection of Sales Tax 

(Rs.663 .04 crores) mainly contributed to the increase in the arrears of revenue during 

1995-96. 

1.5.5 State's shar·e of Income Tax, Union Excise Duties 
and Central Grants 

The aggregate of State's share of Income Tax, Union Excise Duties and 

Grants-in-aid from Central Government during the year 1995-96 was Rs.2589.60 

crores, representing 24 per cent of the total revenue receipts as well as of total 

revenue expenditure of the State Government respectively. The yearwise details for 

the five years ( 199 1-92 to 1995-96) are given below: 

(Ru1>ecs in crores) 

Year State's share Grants- Total Pe rcentaJ!e of total to 
of Income Tax in-aid ---·------·-------·-----------
and Union Revenue Revenue 
Excise Duties rccci1>ts ex pen-

diture 

199 1-92 11 89.47 733 .59 1923 .06 28 22 
1992-93 141 9.68 821.80 22.t 1.48 32 26 
1993-94 1552.61 1008.28 2560 .89 32 29 
1994-95 1735.40 877.58 26 12.98 28 27 
1995-96 1805.59 784.0 1 2589.60 24 2-t 

.. 

• 

• 

• 
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1.6 Capital expenditure 

The gross and net capital expenditure during 1995-96 was Rs.6 10. 90 

crores and Rs.590.94 crores against the budget estimates (including Supplementary) of 

Rs. 7 10.29 crores and Rs. 700.03 crores respectively, disclosing a net saving o f 

Rs. I 09. 09 cro res. 

T he main reasons for saving in expenditure are g iven in Chapter 11 of 

this Report. Further details are avai lable in the Appropriation Accounts for 1995-96 

(a) Investments and returns 

(i) Investments in the shape of shares a re made from out of the 

capital outlay by the Government to promote developmental, manufact uring, 

marketing and social acti vities. The total investment of Government in shares, as per 

the details coll ected from various departments and accounts of Government 

companies, at the end of the year 1995-96 was Rs. 770.08 crores, the investment 

during the yea r 1995-96 being Rs.45 .37 crores. The sectorwise details o f investments 

made and the number of concerns involved were as under: 

Sector 

( I ) Statutory Corporations 

(2) Go' ernment Companies 

(3) Joint Stock Companies 

( .. ) Co-operative Institutions 

Total 

Numher of 
concerns 

T}. 

6 

95 14 

9594 

Amount invested 

as on durinJ! 
J 1.03.19% 1995-% 

(Rupees in crorcs) 

3.80 

52-t.-l4 .. 0. 18 

I. 93 

219.9 1 5. 19 

770.08 -'5.37 

The details of Government investments at the end of last five years and 

the total percentage of return realised during these years by way of dividend and 

interest as revealed by the respective Finance Accounts, were as under: 
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Year 

191)1-92 
1992-9] 
1991-l).+ 
199.+-95 
1995-% 

* 

Investment 
at t he end 
of the year 

640A4 
689.82 
757.22 
727.58* 
770.08 

26 

Return 

1:\ . 16 
17.()l) 

I.+ .-' I 
7.86 

28.38 

Percental!e 
of return 

2.05 
2.56 
I. 90 
1.08* 
J .69 

(Ru11ees in crores) 

Government 
horrowinJt 
rate per 
ce11t, from 
open market 

11.50 a nd 12.00 
13.00 
I 1.50 
12.50 
I .+ .00 

Diffe rs from the ligurcs furnished in the last ycnr report due to adoption o f revised 
ligures communica ted by the departments. 

The return on· Government investments had been insignificant and far 

below the rate at which the Government was borrowing from the open market 

affecting adversely the financial position of the State. 

The accounts rendered by the Government companies also disclosed 

that 45 of them, in which 'Government had invested Rs.325.40 crores as on 3 1 March, 

1996, were running under loss and the accumulated loss was Rs.581 .52 crores. 

(b) Financial results of irr igation works 

The financial results of 5 major and 39 medium irrigation projects with 

a total capital outlay of Rs. 122 1 .<56 crores at the end of March 1995 showed that 

revenue realised from these schemes during 1994-95 (Rs.2.08 crores) was only 0. 17 

per cent of the capital outlay and these were not sufficient even to cover the direct 

working expenses (Rs.2 1.64 crores). After meeting the working and maintenance 

expenses and interest charges (Rs. 70.38 crores), the schemes suffered a net loss of 

Rs.68.30 crores. The loss was substantial (Rs.46.90 crores) in all the major irrigation 

projects. 

I. 7 Public debt, etc. 

1.7.1 Under Article 293( I) of the Constitution of lndia, a State may borrow 

within the territory of India, upon the security of the Consolidated Fund of the State 

within such limits, if any, as may from time to time be fi xed by the Act of the 

• 
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Legislature of the State. No law had been passed by the Tamil Nadu Legislature 

laying down such a limit. 

Public debt of Government of Tamil Nadu consists of internal debt and 

loans and advances from Central Government. Internal debt compri ses long term 

loans raised in the open market, loans received from Life Insurance Corporation of 

India, General Insurance Corporation of India, National Bank for Agriculture and 

Rural Development and o ther institutions to finance project s. schemes etc., Ways and 

Means advances from Reserve Bank of India and other bonds issued by the State 

Government. Besides, the Government had other liabilities on account of funds raised 

through Small Savings, Provident Funds, etc. 

The details of the total liabili ties of the State Government as at the end 

of the last five years are given below: 

Year 

199 1-92 
1992-93 
1993-94 
1994-95 
1995-96 

Inter
nal debt 

18 11.1 7 
2009.65 
22 13.35 
2561.37 
3015.02 

Loans and 
advances 
from Cen
tral Gov
ernment 

3936.84 
-1682 . 1-l 
552:l .12 
6800.8 1 
7539.72 

Total 
Public 
debt 

5748.0 I 
669 1.79 
7736.-l7 
9362. 18 

10554.74 

(Ru1>ccs in crores) 

Other Total 
liabi- liahi-
Ii ties Ii tics 

2407.2 1 8 155 22 
332(1.17 10018.16 
3688 .30 I l-l24. 77 
1986. 13 13348.3 1 
-1382.5 1 1-1937.25 

During the five year period, the total liabilities of the Government had 

grown by 83 per cent. The public debt of the Government registered an increase of 

• 84 per cent from Rs.5748.0 1 crores in 199 1-92 to Rs. 10554.74 crores in 1995-96. 

,, 

The internal debt of the Government increased from Rs. 18 1 1. 17 crores in 199 1-92 to · 

Rs.30 15.02 crores in 1995-96 (66 per cenl). During 1995-96, Government borrowed 

Rs.403.42 crores in the open market at interest rate of 14 per cent per annum 

repayable in the year 2005 . 
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1.7.2 Application of Public debt, etc. 

(a) The net available funds on account of net addition to public 

debt, etc., net loans and advances recovered and net effect of adjustments under 

Contingency Fund, Reserve Funds, Remittances, etc., were Rs. 1300.68 crores . Of 

this, Rs.590.94 crores were utilised for meeting capital expenditure, Rs.398.42 crores 

for cash balance increase and the balance to meet the revenue deficit of Rs.3 I 1.32 

crores. 

The application of public debt, etc., during the last five years 1s 

indicated in Figure 6. 

279.09 

1991-92 

322.36 

1992-93 

550.51 

1993-94 

679.95 

1994-95 

590.94 

1995-96 

0 500 

l'ieure 6 
(Rdcrenre Paragraph t.7.2) 

APPLICATION 01' PIJBLIC' DEBT. ETC-.. 
(1991-92 TO 1995-96) 

(Rupees in crorcs) 

1903.!16 

'I 

691.86 38.44 

44.04 

415.55 454.19 

311.32 398.42 

1000 1500 

C Capital expenditure 

• Cash buJanrt' 

D Revenue deficit 

[] Ovcrd raft 

34.73 

2000 2500 
• 



• 

29 

The percentage of utilisation of net additions to public debt, etc., for 

meeting the revenue deficit decreased from 87 during 199 1-92 to 24 during 1995-96. 

(b) The borrowed funds (agains.t the security of Consolidated 

Fund of the State) of the Government constituted substantial part of the Consolidated 

Funds of the State. The percentage of Public debt receipts during 1991-96 constituted 

12 to 2 1 per cent of Consolidated Fund as indicated below: 

(Ru11ees in crores) 

Ye:u- Total consol- Publ ic Percentage of 
idatcd fun d debt Public debt 
recei11ts recei11ts rccci11ts to con-

solidatcd fund 

199 1-92 9204.93 I 134.11 12.32 
1992-93 9808.27 2086.52 2 1.27 
1993-9..i )() 193 .86 179 I.Cl I 17.'57 
1994-95 11814. 15 2 121.84 17.% 
1995-96 1252..i.93 15 19. 12 12.13 

1.7.3 Ways and Means Advances and Overdraft 

Under an agreement with the Reserve Bank of India, the State 

Government has to maintain with the Bank a minimum daily cash balance of Rs. 1 10 

lakhs. If the balance falls below the agreed minimum on any day, the deficiency is 

made good by taking Ways and Means Advances/overdraft from the Bank. In 

addition, special ways and means advances are also made by the Bank whenever 

necessary. 

The extent to which the Government maintained the minimum ba lance 

with the Bank during the period 199 1-92 to 1995-96 is given below: 



"() 

1991-92 1992-93 1993-94 1994-95 1995-96 
' • 

(i) Number of days on 
which minimum bal-
ancc was maintained 
(a) without obtain- 137 257 308 347 364 

ing any advance 
(b) by obtaining 1Ci3 88 5 1 17 2 
ordinary ways and 
means advances 
(c) by obtaining Nil Ni l Nil Nil 
special ways and 
mea ns advances 

(ii) Number of days o n 3 Nil Nil Nil Nil 
which minimum bal-
ancc was not mai n-
taincd even after 
availing ways and 
means advances 

• 
(iii) Number of days on 63 20 6 Ni l Nil 

which overdraft 
was taken 

The position of ways and means advances and overdraft taken by the 

State Government and interest paid thereon during 199 1-92 to 1995-96 is detailed 

below: 

(Rupees in crore.s) 

1991-92 1992-93 1993-94 1994-95 1995-96 

(A) Ways and means advances: 

(i) Advances taken during 1134. 17 789.6 1 352.66 2 17.29 56.79 
the year (Gross) 

(ii) Advances outstanding 83 .60 83.60 35.2 1 Nil Nil 
at the end of the year ' 

(iii ) Interest paid 2.80 2.29 0 .72 0 .2 1 0.08 

(b) Overdraft : 

(i) Overdraft taken during 798.65 183.05 143.9 1 Nil Nil 
the year (Gross) 

(ii) Overdraft outstanding 119.59 44.04 Nil Nil Nil 
at the end of the year 

(iii) Interest paid 1.00 0.1 3 0.2 1 Nil Ni l 

,. ·-
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l. 7.4 Debt service 

(a) The details of debt serv1cmg of internal debt for the years 

199 1-92 to 1994-95 revealed that 70 to 93 per cent of the public debt receipts were 

applied for repayment of principal and interest. During 1995-96, the repayments of 

principal and interest exceeded the debt receipts by Rs. 187.43 crores. Interest 

obligations alone contributed 9 1 per cent of the debt receipts during the year. 

(Ru1>ees in crores) 

Year Borrowings Repayments Interest Total Pe rcentage of 
during during the 1rnid 1>a~·ments total 1>a~·ments 

the vcar year to borrowings 

1991-92 11 34. 11 H0.29 557.30 797.59 70 
1992-93 2086.52 !067. 19 688..l7 1755.66 84 
1993-94 1791.01 702.29 956.52 1658.81 93 
1994-95 2121.s.i .i%.13 11 52.62 16.ilU5 78 
1995-% 15 19. 12 J2(1.55 1380.00 1706.55 11 2 

(b) State Government had not made any amortisation arrangements 

for loans taken from Government of India . However, in respect of open market loans, 

annual contribution from revenue was being made to a sinking fund for amortisation. 

The balance in the sinking fund as at the end of 1995-96 was Rs.450. 75 crores, out of 

which Rs.46.07 crores were invested in securities. 

The actual discharge of internal debt service obligation other than ways 

and means advances/overdraft was Rs.335.04 crores during 1995-96 (Principal: 

Rs.20.27 crores and interest : Rs.314. 77 crores) compared to Rs.298.50 crores m 

1994-95 (Principal: Rs. 19.03 crores and interest : Rs.279.47 crores) . 

The outflow of fund s on account of interest payments (gross) had been 

g radually rising, with the interest payment in the year 1995-96 being 148 per cent 

more than the level of outflow in the year 199 1-92. The position is summarised in the 

fo llowing table: 



.. 

199 1-'>2 

l 'J92-9:l 

199'.l-94 

1994-95 

1995-% 

""P"ll· 

diturl' 

!<679.52 

8542.5'.I 

R75R.U l 

%34.95 

109 10.57 

lnl<'rl'SI 

Jlll)llll' ll l 

557.:'() 

M<X.47 

')56.52 

1152.62 

lJl<0.00 

(Ru1lecs in cmrrs) 

lntrr~sf Jlll)llt<'nl "~ 

a pc·rn' nh11:1• of r<'' -

~nm• u p<'nditur<' 

(i. 4 

l<. I 

I O.'J 

12.0 

12.7 

The outflow of funds fo r payment of interest was between 6.4 and 12. 7 

per cent of the revenue expenditure during the period. 

The repayment of Government of India loans and payment of interest 

thereon by the State Government during the last fi ve years were as under. 

(Ru11ces in crorcs) 

Year Repayments Loans Percentage 
----·-·----·----------------·----------·----------------- recci\'cd of repay-
Princi1ial Interest Total during mcnt to 

the ~·car loans re-
CCi\'ed 

199 1-92 216.14 3 13.80 529.94 859.52 62 
1992-93 228.97 392A3 62 1 .40 974.27 64 
1993-94 246.78 496.02 7U .80 1087.76 68 
1994-95 224.60 6 1 J .90 838.50 1502.29 56 
1995-96 249A9 787.55 1037.0-l 988..lO 105 

The repayment of Central loans and accrued interest thereon worked 

out to 62 to 105 per cent of the loans received from the Central Government during 

the period 199 1-92 to 1995-96. 

1.8 Loans and Advances by the State Government 

1.8. l The State Government have been advancing loans to Government 

companies, local bodies, autonomous bodies, co-operatives, non-Government 

institutions, etc., for developmental and non-developmental activities . A sum of 

Rs.3795.68 crores, disbursed as loans and advances by the Government was 

outstanding as on 31 March 1996. The position of disbursement of such loans and 

recovery thereof for the five years from 199 1-92 to 1995-96 is given below: 



• 

• 
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\1 

(Ru1>ccs in crnrc~) 

1991-92 1992-93 1993-9.t 199.t-95 1995-% 

Opening ba lance J l)l\8. 5> > () 2 .:'i.5 () 292:' .lJlJ Jfl4 I. I 7 1442.tlX 

A mount advanced 41 2. 1:1 (,()5 . ')2 45 1.88 87> .. 82 7(111. I (> 
during the ~car 

l\mount repa id 1295 .. 1 ( i 705 .4] :nr, .. 111 472 'J I .. w (, 5f• 
during the year 

C losi ng ba lance ] 025 . .'iO 21)25. 91) 3041. 17 3442 .. 0X :\7'J5.(l8 

Net addi tion (-)881 .01 (-) 99 .5 1 115 .. I X 400.9 1 151 .. W 

I 11teres1 rccei' ed 708. ')() I 17..4(1 I X(i 15 1(,7.72 15'. 11 
and credited to Re\ cnuc 

The net loans and advances di sbursed during 1993-94; 1994-9) and 

1995-96 consti tuted 11 ; 25 w1d 30 JJer cent respectively of the net receipts from the 

long term borrowings of the State under · Public Debt'. 

1.8.2 Recovery of loans 

Out of loans advanced to Municipalit ies. Panchayat Union Counciis. 

Town Panchayats and Village Panchayats. the detailed accounts of which are kept in 

the office of.the Principal Accountant General (Accounts and Entitlements) , recovery 

of Rs. 10 .. 74 crores (overdue instalments of Principal. Rs.2 .. 84 crore and interest· 

Rs. 7 .. 90 crores) was in arrears as on 31 March. 1996. 

Details of loans and interest thereon. outstanding a on 3 I March. 

1996, in respect of loans. the detailed accounts of which were ma intained by the 

departmental officers, have not been furni shed to the Principal Accountant General 

(Accounts and Entitlements) by 68 I leads of Departments. 

1.9 G uarantees given by the State Government 

Guarantees given by the State Government for due di scharge of cenain 

liabi lities li ke repayment of loans. share capita l, etc., raised by the Statutory 

Corporations, Government companies and Co-operative institutions etc., and payment 

of interest and minimum dividend by them constitute contingent liability o f the State. 
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No law under A11icle 293 of the Constitution had been passed by the State Legislature 

laying down the maximum limits withi11 which Government may give guarantees on the 

security of the Consolidated Fund of the State. The amount of guarantees for which 

Government have entcrc;d into agreement and ~urns guaranteed outstanding as at the 

end of each year during 1992-06 were as under · 

* 

(Ru pee.~ in crorcs) 
As 011 Amount Amount out-
31 l\'larrh gm1rantccd standin~ 

I •J92 .tx 1 t. n 2895 .28 
I ~N 1 5509. 70 1205 .0.t 
199.t (iJOl .21 1w:uu, 
1995 1 187.C> I 212!U7 
19W> 7 11.t.82 1559.29* 

Consists of R5 . .1 .t55.H crorcs tow<1rds pri11cipal and Rs. IO-Ul5 crorcs 1owards 
i111ercs1. 

An amount of Rs.O 42 crore was received as guarantee comm1ss1on 

during 1995-96 and the amount outstanding for recovery of guarantee commission as 

on 3 I March, 1996 ,.vas Rs.2.2S crores, from 8 Government companies. 

• 

, 

• 
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CHAPTER II 

APPROPRIATION AUDIT AND CONTROL OVER EXPENDITURE 

2. 1 General 

The summari sed position of actual expenditure during 1995-1)6 against 

grants/appropriations is as fo llows: 

(Rupees in crorcs) 

Ori)!inal Supple- Total Actual V:t r iat iun 
)!rant/ men tar~· ex pen- Sa,•inl!H 
appro- )!ntllt/ diturc E"n·~s(+) 

l•riation appro-
priation 

I. Revenue-

Voted 88.90.54 I J.05.68 1.0 1.% .22 97. > 1.29 ( -) 4.64 . lJJ 

( '/wrKed 13. 10.00 I . OH. 3? / ../. JH.37 /J.')7 ]9 1- J :; I.(),'·; 

11. Capital -

Voted 5.45.:W 1.64.25 7.09.64 6. 10.57 (-) 99.07 

( 'harged 0. 01 0.63 () fi5 C.3J 

111 Public 
Debt -

( 'hargetl 17. 71. 56 /7. 71.56 3.16.55 (-) / ./ . ../ti. 0 I 

IV. Loans and 
Advances-

Voted 7.69.<i I 35. I:l 8,04.74 7.(iO. l(i ( -) 44 .58 

V. Contingency 
rund-

Grand Total 1,32 ,88. 12 16, 14.06 1,49,02.18 1,28,26. I l) (-) 20.7:'i.99 

2.1.1 Actual expenditure figures detail ed above are gross expenditure figures 

without taking into account the adjustment of recoveries in reduction of expenditure 

except in respect of grant numbers 35; 36; 38 and 54 Hence, these figures differ from 

expenditure figures given in Chapter. I 
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2. 1.2 The gross expenditure fi gures include Rs. 182.28 crores transferred to 

Personal Deposit accounts and amount kept outside the Government account to a\'rnd 

lapsing of budgetary provision as discussed in paragraph 2-4. below. 

2.2 Resul ts of appropriation audit 

The following results emerge broadly from the audit of appropriation 

accounts. 

2.2. 1 Supplementary provision obtained during the year constituted ! 2 per 

Cell{ Of the Original provision. 

2.2.2 Supplementary pro v1Sl()n of Rs.2 12.02 crores obtained in 13 grants 

(Rs 207.13 crores) and 6 appropriations ( Rs.4 .89 crores) (Appendix I) during March 

I 990 proved unnecessary in view or the final saving in each grant/appropriation being 

more than the supplementa1y provision obtained in March 1996. In 6 grants (Appendix 

I l). supplementary pro vision obtained during the year proved insufficient by more than 

Rs.)0 lakhs each (ranging from Rs 63 .14 lakhs to Rs.4276.4 1 lakhs) leaving an 

aggregate of uncovered excess expenditure of Rs.107.94 crores. 

2.2.3 The overall sav111g was K.s.2 i oi3 :'u 1,;1ures 111 53 grants (Rs 710 'J2 

crorcs) and 48 appropriations (Rs. 1467.58 crores) . The overall excess (Appendix 111 ), 

on the other hand, was Rs. 11 2.5 1 crores in 8 grants (Rs. 11 2.34 crores) and 11 

appropriations (Rs.0. 17 crore) requiring regularisation under Article 205 of the 

Constitution. 

2.2.4 In 17 grants and 4 appropriations (Appendix IV), the expendi ture fell 

short by more than Rs. I crore each and also by I 0 per cent or mnre o f the total 

prov1s1on. 

2.2.S Unneccssa1·y supplementary grants 

In 11 grants, original provision of Rs.4045 crores was augmented by 

supplementary provision o f Rs.286.28 crores; but the expenditure did not come up 

even to the original provision in any of these grants. 

• 

• 
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Grant 
numhl'r 

Tot;tl 

x 
ll l 
17 
2'J 
.12 

-IX 
55 
<•I 

Original 
pn)\ isio11 

11 \(, 

12. 7(1 
ri I o.:: 
~ ... (,l) 

(1 -l5 
22 11. 17 

507 . (1-l 

52 -;7 
255. 1 I 

77.59 
7C,lJJ1 I 

----------
-W-l.5.<Hl 

n 

Su11pkmcntar~· 

provision 

* O. l 2 
(). 'J5 

16.X5 
1 1.()4 

* ll .2 1 
I I.) .-l-l 

-l 1.71 
9.1 x 

.<I 27 
(1 )<1 

.15. 1.1 

2X6.2X 

H1µ.h cr/lcmcr rouuding for agrcc111c.: 111 '' ith fi nal sm·111g 

(Rupees in cro1·es) 

Expenditure Sa"ing 

I ll .29 1.1 9 
11 .22 2.41J 

59.l)9 20. t) I 
\(1.-l 2 -l9.1 I 

(i. -l-l 0 .22 
220-l. -l5 l-l2. 1 (1 

)()() ()(1 -l9 . .1 I 
-l<> 0-l 1.5 .5 1 

227.-ll 59 .17 
(11 .5 1 20.-l-l 

7(10. I r, -l-l . .5X 
-----------

.1 lJ25 .99 405 .29 

Similarly. in the charged appropriation, under grant numbers 12. 17, :HJ 
and 41 . supple111ental)· appropriations amounting to Rs -l .89 crores were resorted 10 

(March 1996), whereas tlie expenditure was Rs.49.59 lakhs only against the original 

provision of Rs 97 2J lakhs resulti ng in a saving of Rs.5 J6 crorcs 

In 3'<7' other appropriations, though the original provision of Rs.0.03 

lakh was augmented by supplementa1y provision of Rs.O.JO lakh. no expenditure was 

incurred resulting in saving of the entire provision of Rs.O.:U lakh 

2.2.6 Persistent savings 

Persistent savings of 5 per ce111 and above during 1993-94 to I 995-9(> 

were noticed in 9 grants/6 appropriations (Appendix V). Under gran t number )4 -

Capital outlay on irrigation saving occurred in all the preceding 17 years, the 

percentage of saving ranging from I 0 to 45. 

2.2.7 Substantial surrenders 

Substantial surrenders (more than 50 per cent of the provision) were 

made in respect of I 03 schemes on account of either non-implementation or slow 

implementation of the schemes. Out of the total provision amounting to Rs.2279 44 

Appropriations under grant n11mbt.:rs 22: 23 ;wd .\-l . 



crores, Rs.'.! 100.58 crores (92 per cent) Wt're . urrendered Resu lts of rev 11.:-., 

conducled by Audit in respect of a few of these cases are given i11 App<.>ndi:-; VI 

2.2.8 Budgeta11' rwoccdure and control over ex.pe11diture 

(a) Inadequate control over expenditure 

The Appropriation Acts specify the sum authori sed by the Legislatu re 

under each grant for meeting expenditure during a financial year; the final modified 

grants authorised by Government are the sums to be spent up 10 31 Man.:h with 

reference to the proposals of the Chief Cont ro ll ing Officers (CCOs) based on acwals 

and anticipated expenditure and the balance which is resumed to the Consolidated 

Fund is not avai lable to C'COs for meeting any fu1iher expenditure. Such resumptions 

of fu nd. under the grants were persistent and signi ficant not only during I C)9)-<Jh hut 

alsu in earlier years. Further. there had also been sig111ficant "ariat tnn:- (e'\cCs!- nr 

savings) between the final modifi ed !~rant/appropriati0 n and actuetl e:o;pcndi tu r<.: 

Overall position fo r the 5 years fro m 199 1-92 to 1995-96 is indicated below: 

Year 

( I ) 

199 1-92 
I <J92-9.I 
199.1-9-l 
199-1 -95 
I ')')5-9(> 

Sums 
au tho-

rised 
h~· the 
Lcgis-
lature 
(2) 

121 09/>7 
11 711.S:l 
1258-1 .D 
Ll-+22. l <i 
1-1902. 1 x 

Amount 
resumed 
(Sur-
render) 

(3) 

1(,7 X-J 

5-12.55 
16 11 22 
172 1.78 
1990.7-l 

Fin;ll 
1\1 odifietl 
Grant/ 
Appro-
priation 

( .t) 

11 9-lUrl 
11 l(>X 9X 
I097 I .O I 
l I 71HUX 
12 9 I 1.-l-l 

r\ctulll 
expen
diture 

(S) 

I I 6 1J0.68 
l 1195(>.:l-l 
I OX(,(J.0(1 
I l X-l-1 .28 
12n<1. l 1J 

(f(u11ce~ in crnn:.~} 

V;1riat irm hctwccn 
(.t) and (S) 

faccs~(+)/S;I\ iu!.!H 

(<•) 

(-) 2'> I 15 
( - ) 2 1 ~.1>4 

( -) I I ll. 1J 5 
(+ ) 1-l ' l)(I 

H 85.25 

Resumption of more than Rs. 150 crores every year ind icated over

estimation of expenditure and persistent signifi cant variatio ns between the final 

modified grant and actual expenditure. It showed that estimates of expend iture 

prepared even in March, the last month of the financial year, were defective and the 

control over expenditure was inadequate . 

• 
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(b) lnadl'quof {·/excess final modified grant 

Rupees I 1190. 74 crores were surrendered ou t of the grants and 

appropriat ions au tho: ised bv the Legislature for expenditure dunng I 995-96 and 

resumed to ( ·o nso tidrt~ed Fund on .1 1 M arcl1, I 996. f-Iov-.·ever. in 7 grants (Numbers 

JO. 3 1 . .14 : .18; 41 . ·l'> ;i nd "6) and I appropriati on (Number I I), though Rs. I J 28 

crnrcs were surrendt:red, Rs l:: 1.41 crores had been spent in excess of the tinal 

rnodi lir.:J grant , incl i.::a1 ing ut i l i s~tio n of the amounts already resumed and also leading 

to an ex~~ess of Rs. l 01': . 13 crn1 c:> over the amount au thori sed by the Legislatu re .. 

n·quiri ng regularisation tmdcr A rticle 20S of the Constitution of India. 

In 17 0ther grants" and 3 appropriations (Numbers I 3: .1 I and 38) 

ttgain.;t Rs. 173 .8 1 LT ) 1cs surrc11de1ed in March 1996, the saving was only Rs. 128 .C>7 

t;rores. resulting in cxces · expenditure ewer the final modi fied grant/ appropriation. 

In JS other grants" and 11 appropriations ( 'umbers 4, Debt Charges. 

9: ! O: 12: 17. 30: 39. 46. SS and Public Debt - Repayment) against Rs 180.1 (> :2 crores 

su1 rendered in !\/l arch 1996. the saving was Rs.2058.99 crore ·. indicating that the 

departrnent had not utili sed Rs 25: .3 7 crores during 1995-96 out of the final modified 

grant/appropriation. 

In I voted grant (Number 26) and 15 appropriations (Numbers 3: 14; 

20. 2 1: 24: 29; .13: 4 1: 4.:t, 45. 49: 5 I : S4: 57 and 60). though there were savings of 

Rs. 0.8 1 crore, no amount was resumed during M arch 1996 indicating lack of control 

over c:xpendirure. 

(c) Unexplained reappropriarions 

A scru tiny of the reappropriation orders issued by the Finance 

Department revealed that in respect of 4.388 out of 11 ,006 items (40 p er ce111) at the 

first reappropriation stage and in respect of 8, 774 out of I 0,4 13 iterns (84 11er cent) at 

the second reappropriaLion stage, reasons for addiiional provision/ withdrawal of 

provision given were vague. Even in cases w here specific reasons were mentioned. 

i11accurate reasons were given 

a. ( ir:int n11mhc1>< 2: ~: '>: 10. I I : 12: l:l: 14 : 15: 16: Iii: 11>: 2 1: 44: 47: 51anJ 5X. 

h < i1.11ll mnnhcrs I. 1: 4· 5: 6: 7: 17: 20: 22: 23: 24: 25: 27· 2!\. 29: 12: J1: l 5: .16: :n : ~·>: 42: ·D . 4C.: 4!<: .. l'J: 

) (): 52. 5:1: 54: 55: ~7: 5'~ : (,() and 6 I. 



(d) Defective/inaccurate budgeting 

According to Rules, the estimates of expenditure prepared by the 

departments are those for the expenditure expected to be incurred in the ensuing 

linancial year with reference to the existing sanction and mclude arrears fo r the past 

financial years. The estimates should neither be inflated nor under-pitched but be as 

accurate as possible. Failure to observe these principles had resulted in large excesses 

or savings in the fo llowing cases. 

Serial 
numhcr 

( I ) 

I. 

Grant/head 
of account 

(2) 

Grct nl 20 - 2.+02 .102.111. SS 
Nll liona l Watershed 
Development Projcci 
for Rainfed Areas 

Pnwision 
(Original 
and Sup
plemental) 

(3) 

I 1129.60 

Ex11cn
diturc 

C-') 

729.9.+ 

( Rup{'l'S in lakhs) 

Saving (-)/ 
Ex~css (+) 

(.5 ) 

T he saving was due to non-purclw;e of machi11ery mid equipmenl (Rs.1 97 lakhs) and 11011-pay111e111 of 

subsidies. The department's proposal for partial ut il isation {Rs.50 lakhs) of 1hc provision for 

establishing 15 meteorological iaborat ories ,-.as declined by GO\·ernment in June 1995. Further. the 

depan 111e111 did not submit <Ill) proposal for u1 ilising the remaining portion of lhe pr onsion . 

2. Grant 20 - 255 UlO. IO I I I I. SB 
Schemes for the de\ elop111ent 
of plantat ion crops under Hill 
Arca Development Programme 

25.48 122.99 (+)97 .5 1 

Despite avai lability of the separate head of account namely. '2 551.60 .10 I .Ill. SF' for accommodati11g 

all working expenses under !he scheme. lhe expenditure was debi ted lo this head and the defcCll\ e 

procedure resulled in the excess of Rs.97.5 1 lakhs under this head and savi ng of Rs.(i2.0(i lakh under 

the working expense~ head. 

.. 

; ., 



(1) 

3. 

(2) 

Grant 20 - 2415 .01.004.11.JH 
Preparation and distribution 
of Micro-Nutrient mixture of 
Groundnut 

41 

(3) 

244.47 

(4) (5) 

154.66 (-)89.81 

Provision was made in the budget based on incorrect fixation of target for production of micro

nutrient mixture during 1995-96 without taking into account unsold stock of the previous year. This 

resulted in saving of Rs.89 .81 lakhs. 

Grant49-2515 .00l .1.AJ 
District Town Panchayat 
Offices 

103.85 357.63 (+)253.78 

Expenditure of Rs.252. 77 lakhs relating to the head of account ' 2215 .102.11.KD- Assistance to Town 

Panchayats for provision of amenities' was wrongly debited to this head. Due to department's failure 

to propose transfer entries in time before the closure of accounts. the misclassification could not be 

rectified. 

5. Grant 58 - 4551.60.10 I.III.SC 
Forestry programme including 
communication under Hill 
Area Development Programme 

244.50 (-)244.50 

Based on department's proposal. the provision was made under this head of account. Government in 

March 1996 had to shift the provision to the head '455 1.60. 106.111.SB' under which only an 

expenditure of Rs.2.87 lakhs was incurred. 

6. Grant 58 - 4551.0 I. I 0 I. III.SN 
Afforestation for Eco-Develop
ment, Eco-Restoration. Eco-Pre
servation. Conservation of Nature 
Reserves and Monitoring of fore
stry schemes in Timnclveli. 
Madurai_ Coimbatore and 
Kanyakumari districts under 
Western Ghat development 
programme 

154.75 (-) 154.75 

Provision was made under this head based on department's proposal but the entire provision was 

withdrawn in March 1996 and provided under the head '4551.01.106.III.SN' through reappropriation. 

However. expenditure of Rs.180.32 lakhs was incurred under the latter head. 

2/24-10 
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(e) Centrally sponsored schemes on which no expenditure was incurred 

Analysis of the budget prov1s1on vis-a-vis expenditure incurred in 

respect of Centrally sponsored schemes revealed that no expenditure was incurred on 

33 schemes (Budget provision : Rs.29.20 crores) due to non-implementation of the 

schemes during the year. 

2.3 

(a) 

Expenditure on New Service/New Instrument of Service 

According to Article 205 of the Constitution. no expenditure should be 

incurred on service not contemplated in the Budget except after getting vote of the 

Legislature or by an advance from Contingency Fund. 

The Public Accounts Committee had also recommended to 

Government various criteria and limits for determining items of New Service/New 

lnstrument of Service. 

During 1995-96, expenditure totalling Rs.51 .33 crores was incurred on 

6J schemes (Appendix Vll ) which had to be treated as New Service/New Instrument 

of Service as the prescribed procedure fo r drawal had not been fo llowed. 

(b)' In 14 other schemes (Appendix Vll I) receiving assistance from 

Government of India, autonomous bodies, etc .. and in respect of expenditure on 

natural calamities though token provision was made in Budget, the expenditure of 

Rs.60.9 1 crores incurred during the year was not included m the supplementary 

estimates for regularisation by the Legislature as required . 

2.4 Irregular drawal of funds 

Under Financial Rul es_ all appropriations lapse at the close of the 

financi al year. No attempt should be made on any account to reserve or appropriate 

by transfer to a deposit or any other head or draw from the treasury and keep in cash, 

any portion of an appropriation remaining unexpended during the year in order to 

prevent it from lapsing and use it for expenditure after the end of the year. Further, 

except in the cases of di scharge of Government liab ili ti es arising out of special 

enactments, Personal Deposit Accounts (PD Accounts) created by debit to the 

.. 



Consolidated Fund should be closed at the end of the financial year by minus debit of 

the balance to the relevant service heads in the Consolidated Fund. 

Mention was made in Paragraph 2.4. of the Report of the Comptroller 

and Auditor General of India for the year ended 3 I March 1995 No.3 (Civil) regarding 

retention of huge balances under "8443-Civil Deposits" . Information regarding the 

system of monitoring the actual expenditure out of such deposits for the purposes 

approved by Legislature was sought for from Government in Finance Department. No 

reply was received. 

Review of the transactions relating to Civil Deposits under "8443 -

Civil Deposi ts" for 1995-96 revealed that during 1995-96, Rs.1929. 99 crores was 

credited, by transfer, to the PD Accounts of implementing agencies by debiting various 

Revenue, Capital and Loan heads of accounts under the Consolidated Fund. Of the 

amount so credited, Rs. 182.28 crores {Appendix IX) remained in balance at the close 

of the financial year 1995-96 without being written back to Consolidated Fund as 

stipulated in the Financial Rules. This included Rs.83 .67 crores earmarked for 

implementation of programmes during 1995-96. Out of the earmarked amount of 

Rs.83 .67 crores, Rs.6 1. 53 crores was drawn and credited to the Deposit Account by 

departments during last week of March 1996. Further. even out of the drawings made 

prior to closure of Accounts from the PD Accounts, Rs.12. 72 crores (Appendix .X) 

were not uti lised for the intended programmes as of November 1996. The unspent 

balances included programmes fo r which Central assistance of Rs.6.35 crores had been 

received. (Serial numbers 3; 16 and 17 to 20) 

As the drawal , pertaining to the unspent balances had been shown as 

expenditure against the Budget provisions for purposes approved by Legislature, the 

Appropriation Accounts of the Government were di storted. 

Certain specific instances of irregular credit to 8443 - Civil Deposits are 

detailed below. 

(i) The unspent balance in the PD Account, of Tamil Nadu Energy 

Development Agency (TEDA) included Rs. I .34 crores released on 26 March, 1996 as 

grant by State Government towards the share of TEDA for establishment of l .8 MW 

Wind Farm (Project) at Edayarpalayam in Coimbatore District. The Project was 

2/24-10a 
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approved by the Ministry of Non-Conventional Energy Sources(MNCES), 

Government of lndia in October 1994 with 60 per cent Central assistance. The 

validity of administrative sanction which lapsed in October 1995 was not renewed by 

the MNCES . Further, Tamil Nadu Electricity Board, which was to implement the 

Project, had intimated TEDA on 2 1 March, 1996 that the Project had been dropped . 

These developments were not brought to the notice of Government at the time of 

sanctioning of drawal of grant. The failure of TEDA had resul ted in avoidable drawal 

of funds to the extent of Rs. I. 34 crores. 

(ii) According to the guidelines issued by Government of India for 

the Mega City Scheme (Project), the nodal agency was to maintain a separate bank 

account in a commercial bank for accounting of receipts and expenditure related to the 

Project. While releasing the assistance for 1995-96 also, Government of lndia 

stipulated that the State's share should be adjusted to the Mega City Scheme Fund in 

cash. However, contrary to the stipulation, the State Government's share as well as 

Government of lndia assistance aggregating Rs.28.43 crores released during 

1995-96 was credited to the PD Account o f the nodal agency, as per specific orders of 

Government. Out of the total assistance of Rs.69.63 crores released for the years 

1993 -94; 1994-95 and 1995-96 and credited to the PD Account, only Rs.6.50 crores 

had been spent on the Project (November l 996). 

(iii) Out of the Government of India allocation of Rs. 19.62 crores 

towards Special Central Assistance for Hill Area Development Programme (HADP), 

sanctions were issued by Government for Rs. 17.62 crores during 1995-96. The entire 

amount was drawn by the Project Officer, HADP, Udhagamandalam, charging the 

service heads under the Consolidated Fund and kept in Deposit Accounts in 

nationali sed banks (Rs. I 5.24 crores) and PD Account, in Huzur Treasur)', 

Udhagamandalam (Rs.2.38 crores) . Though certifi cate fo r utili sation of the entire 

Central assistance was furni shed to Union Planning Commission by the Project Officer, 

Rs. 15.30 crores remained unspent at the close of the year. The Project Officer, being 

a departmental official, had fai led to observe the financial rules to restrict the drawals 

to the actual requirement fo r the year for the Programme. 

(iv) Due to non-finalisation of tenders rn respect of common 

equipment and the special equipment fo r administration of "Liquid Cyclosporin" 
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required for use in Medical Institutions under the control of Director of Medical 

Education, the unspent provision aggregating Rs. I. 19 crores under the sub-heads "JJ" 

and "CP" under the head ' 2210.01 . 11 O'. was drawn on 26 and 29 March, 1996 and 

paid to the Tamil Nadu Medical Services Corporation to avoid lapsing of budgetary 

prov1s1ons. Similarly, unutilised provision of Rs. 52. 70 lakhs earmarked for local 

purchase of medicines under the head '221 0.05.00 1.1.AB' was drawn on 29 March, 

1996 and paid to the Corporation under orders of Government (26 March, 1996) to 

prevent lapsing of the provision. 

2.5 Reserve funds 

According to finance accounts for 1995-96, the accumulated balances 

in various Reserve fund s at the close of the finan·cial year 1994-95 was Rs. I 076.85 

crores and at the end of 1995-96 was Rs. I 157. 90 crores. 

Review of the transactions under ' Reserve funds ', revealed as under : 

(i) 3 Reserve Funds3 had not been operated for more than 9 years 

and Rs.4.86 crores had accumulated under these funds; 

(ii) though the Urban Development Fund was abolished in 

September 1993, the accumulated balance of Rs.657. I I crores continued to exist in 

Government accounts; 

(iii) the accumulated balance of Rs. 1.58 crores in the " Depreciation 

Reserve Fund - Cinchona plantations" was not appropriated even after the Cinchona 

Department was amalgamated with the Tamil Nadu Tea Plantation Corporation in 

1990-91; 

(iv) no expenditure was incurred for 15 years ( 198 1-82 to 1995-96) 

from the accumulated balance of Rs.6 1.60 lakhs available under · Depreciation Reserve 

Fund - Agricultural Engineering Workshop'. Though entire machinery of the 

Workshop had far outlived their life, there was no plan for 

a. (i) 
(ii ) 

(iii) 

Milk Scheme-Central Dairy. Madhavaram. 
Road Transport Scheme. 
((i) and (ii) under · 81 15. Depreciation/ Renewal Reserve Funds'). 
Fund for Development of Milk Supply 
(under ' 8229.Development and Welfare Funds') 
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modernisation/diversification as brought out in paragraph 7.2.2. o f thi s report , desp ite 

the accumulation of balance under the fund ; 

(v) for want of balance, expenditure of Rs.20.24 crores incurred 

was not debited to the 'Religious and Charitable Endowments Fund'; and 

(vi) based on the recommendations of the Tenth Finance 

Commission, orders for continuance of "Calamity Relief Fund" (Fund) from 1995-96 

to 1999-2000 was issued by Government of India in July 1995. The State's share of 

Rs. 14.62 crores for the year 1994-95 was not credited to the Fund during 1995-96 

also. Though the accretions to the Fund were to be invested according to the pattern 

envisaged in the Government of India orders and subsidiary accounts were to be 

maintained by a State Level Committee constituted after ·consultation with the 

Accountant General, no amount was invested from the accretions of the Fund till 

1995-96 and no consultation was made with the Accountant General. 

2.6 Advances from Contingency Fund 

The corpus of the Contingency Fund placed at the di sposal of 

Government of Tamil Nadu to meet unforeseen expenditure, pending authorisation by 

the State Legislature, was Rs. 150 crores for the year 1995-96. 

Eighty sanctions were issued during 1995-96 advancing Rs. 11 6.35 

crores from the Contingency Fund. lt was noticed that : 

(i) five sanctions amounting to Rs.2.51 crores were neither 

operated nor cancelled. No expenditure was incurred against these sanctions indicating 

that the expenditure was not of an urgent character; 

(ii) the actual expenditure (Rs. 19.6 1 lakhs) against fi ve sanctions 

was less than 50 per cent of the amount sanctioned (Rs. 3. 77 crores ); and 

(iii) against two sanctions amounting to Rs.31 .80 lakhs, expenditure 

of Rs.3 1.80 lakhs incurred from the Contingency Fund remained unrecouped to the 

Contingency Fund till 31 March ,1 996. 
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2.7 Non-receipt of explanations for saving/excess 

After the close of each financial year, the detailed appropriation 

accounts showing the final g rants/appropri ations, the actual expenditure and the 

resultant variations are sent to the Controlling Officers requiring them to explain 

significant variati ons under the heads. Out of 724 sub-heads, the explanations fo r 

variations were not received in 584 cases (8 1 p er c:e11t) (October 1996). 

2.8 Shortfall/excess in recoveries 

Under the system of gross budgeting, the demands fo r grants presented 

to the Legislature are fo r gross expenditure and exclude all c redits and recoveri es 

w hich are adjusted in the accounts in reducti on of expendi ture; the anti cipated 

recoveri es and credits are shown separately in the Budget estimates. During 1995-96 

al so, such recoveries were anticipated at Rs. 300. 17 cro res: actual recoveri es during 

the year were, however, Rs.237.97 crores. Some of the impo1tant cases of 

shortfall/ excess as compared to estimates are detailed in Appendix XI . 

During the previous 4 years actual recoveries were much less than that 

antic ipated, the percentage of vari ation ranging between 22 and 53 as g iven below: 

2.9 

Year 

199 1-92 
1992-93 
1993-9-t 
199-t-9 5 

Recoveries 
anticipated 

2:15.85 
325 .72 
H 5.27 
205. -+6 

Actual 
rcco"crics 

138. 72 
159 .Tl 
209.-+2 
159.-t:"I 

Reconciliation of departmental figures 

(Rupees in crorcs) 

Pcrccntagl' 
of variation 

-ti 
51 
51 
22 

Departmental fi gures of expenditure should be reconciled with those of 

the Principal Accountant General (Accounts and Entitlements) every month . The 

reconcili ation had, however, remained in arrears in several departments . 

The number of Controlling Officers who did not reconcile thei r figures 

and the amounts involved are indicated below: 



Year 

1992-93 
1993-94 
1994-95 
1995-96 

Total 

Number of controlling 
officers who did not 
reconcile their fit,JUres 

2 
13 
23 

108 

146 

(Ru1lees in crores) 

Amount not reconciled 

1.15 
11.9 1 
98.53 

1926.63 

20(10.22 

Amounts exceeding Rs. I 0 crores in each case remained unreconciled 

during 1995-96 in respect of the following 29 controlling officers. 

I. 

2. 

3. 

.i. 

5. 

6. 

7. 

8. 

9. 

10. 

11 . 

12. 

13. 

Controlling Officers 

(I 

Chief Engineer. Agricultural Engineering. Chennai 

Chief Engineer (Highways and Rural Works). Chennai -5 . 

Chief Engineer (Highways and Rural Works). Chennai -28. 

Chief Engineer (Irrigation). Chcnnai 

Chief Engineer (Public Works Department -
Buildings). Chennai 

Chief Engineer, Public Works Department. Chennai 

Commissioner of Revenue Administration. Chennai 

Director of Adi Dravidar and Tribal Welfare, Chennai 

Director of Agriculture. Chennai 

Director of Animal Husbandry. Chennai 

Director General of Police. Chennai 

Director of Handlooms and Textiles. Chennai 

Director of Medical and Rural Health Services, Chennai 

14. Director of Medical and Rural Health Services. 
Primary Health Centres. Chennai 

15. Director of Municipal Administration. Chennai 

(Rupees in crorcs) 

Amount not 
reconciled 

2 

17.92 

11.56 

37.84 

65.30 

72.3 1 

11 .03 

. 98.4 1 

262.47 

19.20 

17.48 

357.19 

85.82 

32.88 

66.64 

60.06 
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(I) (2) 

(() . Director of Public Health and Preventive Medicine. Chennai .1 7.65 

17. Director of Public Libraries. Chennai l0.77 

18. Director of Rural Development. Chennai (15.8-l 

19. Director of Small Sm·ings. Che11nai 12.88 

20. Director of Social Welfare (Integrated Child Development 
Scheme - Nutritious Meal Programme - III ). Chennai T l .(13 

21. Director of Social Welfare (Nutritious Mea l 
Programme). Chennai l .t .57 

22. Director of Town Panchayats. Chennai 83 .0 I 

23 . Director of Treasuries and Accounts. Chennai 29. Io 

I 2-l. Engineer-in-chief. Public works Department 
(Irrigation). Chennai 92.17 

25 . Finance Di rector. Tamil Nadu Housing Board. Chennai 27.70 

2<1 . Finance Director. Tami l Nadu Water supply and 
Draim1ge Board. Chennai 2 1.72 

27. Member Secretary. Sports Development Authority of 
Tamil Nadu. Chennai 25 .in 

28. Registrar. Highcourt. Chennai -l8.25 

29. Special Commissioner for Revenue Administration 
(Natural Calamities). Chennai <17 .82 

II 

2/24-11 



CHAPTER III 

CIVIL DEPARTMENTS 

ADI DRAYIDAR AND TRlBAL WELFARE DEPART MENT 

3. J Special Central Assistance to Special Component Plan for 
Scheduled Castes 

3. l. I Introduction 

As an additive to States' Special Component Plan (SCP) for 

development of Scheduled Castes (SC) people, Special Central Assistance (SCA) was 

provided as I 00 per c.:ent grant from the year 1979-80 onwards by Government of 

India (GOI) . The main objective was to give an added thrust to economic 

development programmes for SCs and fill the gaps which vari ous programmes of 

Centre/State could not cover in genera l sectors State Governments were given full 

flexibility in utilising the SCA funds with the only condition fo r applying the fu nds on 

income generating economic development scheme<; in conj unction with SCP. 

In Tamil Nadu, t he schemes were implemented by utilising SCA funds 

during l 99 1-96 by various depa11ments/agencies for the development of Hindu Adi 

Dravidars (HADs) who were the SCs in the State. 

3.1.2 Organisational set up 

Secretary to Government, Adi Dravidar and Tribal Welfare (AD&TW) 

Department is the co-ordinat ing authority fo r the development of SCs at State level. 

"Secretaries Committee", chaired by Chief Secretary to Government was co nstituted 

in February 1991 to approve various schemes implemented for the welfare of HADs 

utilising SCA funds sanctioned by GOI. In November 199 l , this Committee was 

replaced by an Empowered Committee (EC) consisting of the State Minister, Chief 

Secretary, Secretary, Finance Department and other Secretaries of Government 

departments implementing the schemes. Function of the EC was to approve the 

training and employment schemes under SCA, review the progress of the schemes and 

take appropriate steps for speedy implementation of the schemes. 

AH proposals for SCA schemes were to be submitted to Government of 

Tamil Nadu (GTN) by the departments through the Managing Director (MD), Tamil 

Nadu Adi Dravidar Housing and Development Corporation (TAHDCO). These 

pro posals were to be examined by AD & TW Department and submitted to the EC for 

approval and after approval by the EC, the schemes were to be sanctioned by GTN . 

Abbrcvilltions used in thi s review <1re liskd in lhe gloss:lry :lt Appendix XV (Page 250). 
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3.1 .3 Audi t coverage 

Implementation of the SC A schemes during 199 1-92 to 1995-96 was 

reviewed (January 1996 to M ay 1996) by test-check of records of AD&TW 

Department of the State Secretariat and all Heads of depa11ments/agencies 

implementing the SCA schemes. At regional/d istrict level, records of 33
1 

Offices were 

test-checked . Results of review are contained in the following paragraphs. 

3.1.4 Highlights 

T here were unutilised balances of Rs.27.81 ct·ores, Rs.27.68 

crores, Rs.22.55 crores and Rs.2.92 crores with Government of Tamil Nadu as on 

31 March of 1992, 1993, 1994 and 1995 respectively. As per Government of 

India instructions, un utilised balance was to bt! surrendered at the end of the 

financial year. Neither the unutilised balance was surrendered nor revalidation 

obtained from Government of India for utilising lhe fund during subsequent 

ye;us. 

T here were variations between the figu res of funds released 

as reported by T am il Nadu Adi Dravida r Housing and Development 

Corporation to Government of India and those actually released in respect of 9 

depar tm ents/agencies; the var iat ion ranged between 26 and 100 per cent. 

(Paragraph 3. 1.5. 1) 

O ut of Rs.28.38 crores released during 199 1-96 by T ami! 

Nad u Adi Drnv idar Housing a nd Development C Clrporatiou to 9 

departments/agencies, the un ut ilised babrncc of Rs.8. t 3 crores was not refunded 

by these departments/agencit'S as of .Ju ne ! 996. 
\ 

(Pa ragra ph 3. l.5.3) 

(i) TAHDCO · -l District Offices. 1 D1,·isiona l Office. I Regiona l Manager's Offi ce. 
(i i) TNKVIB : -l Assistant Di rector's OOices. I Regiona l Deputy Director's Office: (iii ) DAH : 
..+ Regiona l Jo int D irector's Offices. (i' ) DHT · 2 Assis tant Director's Offices: (v) DAD&TW : 
..+ Distric t Offices~ tv i) DFT · J Assistant Director's Offices: (vii) Di rectorate of Agricultu re: 
3 Reg ional Joi 11 t Direc(or's Offices: (viii) Chief Engineer-Agricultural E ng ineering : 
3 E:-:ecutive Eng ineer's Offices: and (ix) Directorate of Sc riculture : 3 Assis ta nt Direcior's 
Offi ces. 

2/24- 11 a 
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As against I per cent of scheme expenditure admissible 

toward s staff cost, Tamil Nadu Adi Dravidar Housing and Development 

Corporation incur-red a n excess expenditure of Rs. 7.37 crores during 1990-95 

and overcharged Special Central Assistance funds . 

(Paragraph 3.1 .5.4) 

Though an overall achievement of l 0 I per cent of the 

targets for 1993-94 was reported, in respect of 4 depa rtments/agency, there was 

significant shortfall in achievement ranging from 32 per cent to 73 per cent. 

(Paragraph 3. I .6.2(i)) 

Though Government of India guidelines envisaged 

preparation of taluk-wise list of villages in descending order of Scheduled Caste 

popuh1tion through detailed household survey to facilitate a systematic and 

need-based programme, no such survey w~ts conducted, indicating defective 

planning. 

(Paragraph 3. l.6.3(i)) 

Four schemes (Heife1· calf scheme, 2 broiler birds schemes 

and promoting small savings scheme) fo rmulMed, on which an expenditure of 

Rs. 1. L4 crores was incurred, were not conducive of ensuring sustained income to 

Hindu Adi Dravidars and their eventual upliftment above the poverty line. 

(Paragraph 3.1. 7) 

Though the maximum subsidy admissible under Special 

Central Assistance Scheme was Rs.5,000 per individual, Rs.7.19 crores were paid 

during 199 i-92 to 1995-96 for implementation of 9 schemes as against the 

admissible subsidy of Rs.3. 70 crores, in 4 districts test-checked, resulting in 

excess release of Rs.3.49 crores. 

(Paragraph 3. l.8(i)) 

Out of 361 looms installed by incurring an expenditure of 

Rs.1 .24 crores in 4 primary powerloom Co-operative Societies, only 154 were 

working. 16 looms (cost: Rs.4.78 lakhs) given to beneficiar ies had been sold out 

and 191 looms '(cost : Rs.56.91 lakhs) were lying idle. 

(Paragraph 3.1.9(i)) 

... 
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Expenditure of Rs. 15.23 lakhs incurred during October 

1991 to March 1996 for purposes other than those specified in Government of 

India guidelines was charged to Special Central Assistance funds. 

(Paragraph 3.1.1 0) 

Share capiCal assistance of Rs.25 lakhs was released to a 

Society of whid1 94 per cent of the members were ineligible under Special 

Central Assistance. 

(Paragraph 3.1.10 (iv)) 

Ass istance of Rs. 1.54 crores including margin money of 

Rs.5 1.25 lakhs was extended under the scheme to a co-operative spinning mill at 

Thoppur, Madurai District during August 1986 to December 1992 for providing 

employment to 405 Hin du Adi Dravidars. The mill became sick and the intended 

object ive was not largely achieved (April 1996). 

(Paragraph 3. l. l l.2(i)) 

Subsidy of Rs.60.81 lakhs was released d udng November 

1989 to January 1995 fo r setting up of 16 Industrial Co-operative Societies for 

benefiting 922 Hindu Adi Oravidars. However, none of the Societies star ted 

functio ning (.June 1996). 

(Paragraph 3.1. l l.3) 

Despite identification of 30 women beneficiaries to under·go 

tra ining m a weaving unit esta blished at K~lmachipuram, no training was 

imparted as of June 1996 as the benefi ciaries were not willing to take up t raining 

due to meagre earnings resulting in non-setting up of the weaving unit even after 
6 yea rs of sanctioning of the scheme. 

(Par·agraph 3.1.11.4 (i)) 

No d ata were ava ilable with both the Dir·ectorates (Adi 

Oravidar and Tribal Welfare and Employment and Training) to find out 

whether the trainees got gainful employment after undergoing job-oriented 

training, though expenditure of Rs.2.85 crores was incurred in training 43,970 

candidates during 1991-96. 

(Paragraph 3. l. l2) 

• 



Monitoring of Special Central Assistance Schemes was not 
effective. No evaluation was conducted by Government of Tamil Nadu covt'ring 

all the departments. 

3.1.5 

3. 1.5. 1 

Financial performance 

Accounting of SCA funds 

(Paragraphs 3.1.13 and 3.1.14) 

Details of funds released by GOl, utilisation reported <September 1994 

and August 1995) to GOl , unspent balance with Government and expenditure were as 

under: 

Year 011ening Release 
Balance of funds 
as on by Gov-
I A11ril ernment 

of India 

199 1-92 27.30 17.7'.> 

1992-93 27.8 1 19. 12 

199::1-9-1 27 68 18.79 

* 2.1 -1 
1994-95 22.15 26.55 

1995-96 2.92 PA 

Total 
funds 
avai-
la hie 

45.09 

-16. 93 

-18.61 

-l9. iO 

PA 

Amount 
utilised 
as rep-
011c1l 
to Gov-
e rnment 
of Jndia 
(Perccn
ta~e of 
utili-
sation) 

17.28 
(18) 
19.25 

(-11 ) 
26.06 

(54) 
46.18 

(9-1) 
PA 

* 
PA 

Dcrnils of adjustment 1101 made available to A11d i1 

Partic:ul;irs awaited. 

(Ru11ees in crores) 

Uns1•cnt SCA ex- Funds 
b;ilancc pen di- credit-
with Go,·- turc as (•d to 

ernment per Gov- PD ace-
of Tamil cnuncnt ou nts 
Nadu accounts as per 
as on the aCl'-
31 Marr h ounts or 

TA Hl>CO 

27.l) I 17.9 1 17 .+I 

27.68 2-1 .38 2-U7 

22.55 18.77 18.77 

2.92 26.56 2(> .')\ 

PA 2<>.0H PA 

Difference m utilisation reported to GOI and that reflected 111 GTN 

accounts had not been reconcilerl as of September 1996. 

During 199 1-94, percentage of utilisation of available funds was only 

between 38 and 54 . Reason for low utilisation was attributed by TAHDCO 

(September 1996) to delay in receipt of req ui sition for funds by im plementing agencies 

and delay in release of assistance by banks. 

Neither the unutilised balance as on 31 March of each year was 

surrendered to GOJ nor revalidation fro m GOJ was obtained for uti li sing the funds 

during subsequent years as per GOl instmctions. GTN stated in January 1996 that 

.. , 
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due to various administrative reasons, approval for implementation of schemes was 

issued at the fag end of the financial year and as schemes had already been fo rmulated, 

if the amounts were surrendered, it might not be possible to implement the schemes. 

GTN could have obtained revalidation fro m GOI for utilising the amount m 

subsequent years. 

Based on GTN sanctions. T AHDCO was releasing funds to other 

agencies/depart ments fo r implementing the schemes. Variations belween the figures 

repo11ed to GO I and that actually rclecv;ed during 1991-92 to 1994-9 5 in respect of 9 

departments/agencies were noticed as given below: 

Serial Name of the Devartment/ 
Numhr r aj!cncy 

year 

Amount released 
as re11orted 
to GOI 

as per 
accounts 

(RUIJCCS in lakhs) 

Percentage 
of variation 

~~~~~~~~~~~~~~~~~~~·~~~o_f~TAHOC . .::....::.O~~~~~~~-
I . Sericulture 

2. 

-l . 

1991 -'12 

Agriculture 
1992-91 

I ndustrics and Co11~mercc 

1991 -92 
I 992-93 
I ')9-l-95 

Animal Husbandry 
1991-92 
1994-9.'i 

5. Tamil Nadu Khad1 and 
Vi llage fndustrics Board 

1992-91 

7. 

8. 

9. 

. Emplo! mcnt and Training 
19') 1-92 

l ll92-93 

1993-94 
199.+-95 

Oil seeds 
1991 -92 

Handlooms and Textiles 
199 1-92 
1992-93 

Tamil University 
I ')92-93 

1993-94 

7. -l8 

Nil 

Nil 
Nil 

6 04 

:n.:n 
79. 18 

15'1.25 

20 57 
24.83 
62.~9 

42.72 

Nil 

Nil 
27.75 

Nil 
25.00 

80.6 3 

:1.1 1 
8.-+2 
1.79 

74.(i(i 

58...16 

267.55 

13.08 
40 .63 
45.55 
32.02 

4.82 

66.87 
94.46 

25 .00 
NII 

89 

100 

I 00 
!00 
70 

56 
26 

43 

36 
39 

27 
25 

100 

100 
7() 

100 
100 
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TAHDCO stated in September 1996 that the variations were due to 

submission of Annual Progress Reports based on field reports pending posting of 

ledgers and delay in certification of Annual Accounts; and also due to time gap 

between the month of submission of Annual Reports and certification of Annual 

Accounts. But, the fact remained that information regarding release of Government 

funds was wrongly reported to GOI and correct figure had not been reported after 

reconciliation. 

3.1.5 .2 Utilisation of interest accrued on SCA funds 

Separate Savings Bank (SB) Account was not maintained by TAHDCO 

to keep SCA funds .. From the annual accounts of T AHDCO, it was seen that interest 

on un.spent subsidy accrued to T AHDCO in respect of schemes implemented by 

T AHDCO itself was Rs.6.68 lakhs in 1991-92, Rs.2. 77 lakhs in 1992-93 and Rs. l.23 

lakhs during 1993-94. Besides, implementing agencies, to whom subsidy was released 

by T AHDCO for implementation of SCA scheme, remitted Rs.2. 12 lakhs to T AHDCO 

as interest on unutilised subsidy during 1990-9 1 and 199 1-92. As GOJ guidelines 

were silent on utilisation of interest earned on SCA funds and as T AHDCO did not 

maintain separate SB account, interest accrued on unspent subsidy was accounted as 
interest income of T AHDCO and was not utilised for augmenting the resources of the 

schemes. 

3.1.5.3 Non-utilisation ·of funds by departments 

Test-check of records of 9 departments2/agencies revealed that against 

Rs.28.38 crores released by T AHDCO and reported as expenditure to GOJ for 

implementing various schemes during J 99 1-96, an expenditure of Rs. I l .48 crores only 

was incurred and details for further expenditure of Rs. 7. 82 crores were yet to be 

ascertained (June 1996) from field offices by 3 departments. The balance of Rs. 9.08 

crores was not utilised by the departments, out of which only Rs.0 .95 crore was 

refunded to T AHDCO. The unutilised balance of Rs.8. 13 crores was· not refunded as 

of June 1996 by the 9 departments. 

3.1 .5.4 Inadmissible expenditure on administrative cost 

(i) According to GOI guidelines, upto l per cent of scheme expenditure 

was debitable to SCA funds towards staff cost for implementation, supervision, 

monitoring and evaluation. But, actual staff expenditure met out of SCA funds by 

T A.HDCO during 1990-9 I to 1994-95 was far in excess of the eligible amount 

resulting in overcharging the scheme by Rs.7.37 crores. 

Direcwraet:s of Adi Dravidar and Tribal Welfare: Agriculture: Agricultural 
Engineering: Animal Husbandry: Employment and Training; Industries and 
Conm1erce: Sericulture: Small Savings: and Tamil Nadu Corporation for 
Development of Women. 

" 
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By overcharging SCA funds by Rs.4.8 1 crores during 1990-0 I to 

1993-94, T AHDCO earned a net profit of Rs. 1.48 crores, but fo r which it wou!tl have 

incurred a net loss of Rs.2.99 crores for the period from 1989-90 to l 993-94. Out of 
its profit so booked, TAHDCO "reserved" during 1993-94 Rs. l .20 crores for 

construction of a training-cum-office complex. 

Animal Husbandry Department claimed from TAHDCO as 
reimbursement of establishment cost Rs. I 0. TJ lakhs fo r the years 199 1-92 to 
1994-95, which was more than I p er ce111 of their actual expenditure of 

Rs.2.53 crores. The excess payment received by the department worked out to 
Rs.8.20 lakhs for the period 199 1-92 to 1994-95 as against Rs.2.53 lakhs admissible 

3.l.6 Physical performance 

3. 1.6. 1 Efforts under SCP 

GTN stated (January 1993) that du ring 1985-90. about 10.SS la.kl! SC 

famili es were assisted under SCP against the target of assistance to l 0 lakh famili es 
and projected target of assistance to 12.50 lakh fam ilies at the rate of 2.50 lakh 
families each year fo r the period 1992-97 in the Eighth Plan document. Against the 

expenditure of Rs. 774. l 0 crores (for covering 10.55 lakh families) during J 98~-90. 

Rs. 1603.49 crores was incurred (for covering 23 .99 lakh fami lies) during 1990-95 . 

However. Government in AD & TW Department did not have detaii s 
of number of SC fa milies li ving bclov. the poverty line during 1990-95 (June 1996 ). 
Detai ls of number of families upiifted with the level of assistance provided during the 
last l 5 years ( 1980- 1995) were also not available with the department (June 1996). 

3.1.6.2 Target and achievement under SCA 

Though the SCP as well as the additive SCA schemes were famil y
oriented schemes, in respect of SCA schemes detail s of coverage of number of 

beneficiaries only were available with GTN . 

(i) The following targets and achievements in respect of SCA schemes, 
covering all the implementing departments/agencies fo r the period 199 1-92 to 

1994-95 were reported to GO! in September 1994 and August 1995 . 
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Year 

I 991-92 
1992-93 
l 99VJ-l 
1994-95 
1995-96 

PA 

Taq!ct Achic, ·cment 
(Numhcr of hcncticiaries 

in lakhs) 

1.59 1.59 
I. 72 1.66 
l.-l5 1.47 
2.:n 2.32 
PA PA 

Parliculars awaited 

58 

P<:rcentagc of 
achievement 

100 
97 

10 I 
98 

PA 

Uti lisation Percentage 
re1l0rtcd to of utilisa-
GOf tion of the 
(Rupees in arnilahle 
lakhs) funds 

1728 00 38 
1925.00 4 1 
260(, .0 I 5-l 
46 18 ()(1 9-l 

PA 

Even though in the VI lI plan document, GTN projected coverage of 
2.50 lakh beneficiaries per year, actual coverage was only 7.04 lakhs during 
199 1-92 to 1994-95. 

Achievement of targets ranging between 97 per cent to I 0 I per c:e11t 
was reported to GOl during 1991 -94, though utilisation of firnds was only between 38 

and 54 per cent. 

In 199 1-92, against 100 per cent physical achievement, only 3 8 per 
cent of financial achievement was reported by GTN. Further, T AHDCO reported to 

GTN utili sation of entire fund s even though it was holding a balance of Rs.9. 05 crores. 
Though an overall achievement of I 01 per cent of targets was reported 

during 1993-94, there was ignificant shortfall in respect of the following 
depanments/agency. 

Dc1>a rt men ti 
Agency 

Seri culture 
TAHDCO 
Employment and Training 
Animal Husbandry 

Target Achievement 
(Numher of beneficia ries) 

6.000 1.592 
35.000 19.755 
l l.800 7. 98') 

l ,900 1.000 

Percentage of 
~hortfall 

7'}. 

-l-l 
32 
-l 7 

Despite projection of target for efforts under SCP and SCA in the Vlll 

Plan document, Government in AD & TW Department stated in January 1996 that no 
target was fixed either by GO! or State Government fo r SCA schemes, but , to have 

some basis, achievement during the previous year was taken as target for 
implementation of schemes which indicated absence of reali stic and normative 
approach for proper synchronisation of physical and financial performance in 
implementation of SCA schemes. 

(ii) Despite modified guidelines issued (Ju ly 1993) by GOI for reorienting 

SCA schemes with the thrust on cluster approach, number of individual beneficiaries 
targeted to be covered and actually covered was significantly on the increase from 
1993-94 particularly by Agriculture Department as given below: 

., 
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Year 

199 1-92 
1992-93 
1993-9.+ 

199.+-95 
1995-96 

59 

(In lakhs) 

Number of beneficiaries 
Target AchicYement 

0 .78 0 . 78 

1.06 0 . 97 

0 . 76 0 . 98 

1.20 I. 75 

NA NA 

NA : Not avai lable. 

3. 1.6.3 Identification of beneficiaries 

(i) GOI guidelines t:!nvisaged preparation of taluk-wise li st of villages in 

descending order of SC population through detailed survey of SC hou chold in 
villages which was to facilitate a systematic and need-based economic development 
programme. Records did not indicate any such survey having been undertaken. In the 
absence of the information, fo rmulation and implementation of need-based 

programmes could not be verified ir. audit. Absence of information also indicated 
defective planning. 

(ii ) Out of 4,000 beneficiaries targeted to be covered under sericulture 

schemes during 1992-95, onJy 90 l were covered upto March 1996. It was stated 
in March 1996 by the Directorate of Sericulture that the shortfall was mainly due to 
either the beneficiaries were unwilling to cultivate mulberry or they were found to be 
defaulters of bank loan under some other schemes and there was delay ranging from 5 
to 7 months in final ising the list of beneficiaries. Thus, the method of selection of 

benefi ciaries did include beneficiaries already assisted under some other schemes. 

(i ii ) Despite the di rections of GTN (March 1989) for distributing subsidy to 
beneficiaries after taking into account the recommendation of the Village 

Administrative Officers (V AOs) as regards caste and the extent of land owned by the 

applicants, agricultural inputs were distributed by field level officers without obtaining 
the recommendations of VA Os in 3 offices3 test-checked . 

(iv) Selection of beneficiaries for schemes implemented by Tamil Nadu 
Corporation for Development of Women (TNCDW) was done only by Non
Governmental Organisations (NGOs) without getting the community certificates for 
ensuring their eligibility. TNCDW stated (May 1996) that it did not have sufficient 

staff fo r exercising control over seiection of beneficiaries but NGOs were given d ear 
directions fo r selecting el igible beneficia1ies. 

3. Offi ces of the Joint Direcwr of Agriculture. Chengai -MGR. Thanjavur and 
T iruchirappalli Districts. 
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3.1.7 Formulation of schemes under SCA 

(i) Individual Entrepreneur Scheme 'elf Employment Scheme, etc. funded 

under SCA were credit-linked. Scheme-wise detai ls or 111sti rutio nal fin~nce anticipated 

and extended duri ng 1990-95 call ed fo r fro m GTN '"' ere stated (January I 996) to he 

not avail able 

(ii ) Under the scheme for di stribution of ca lves to HAD women free of cost 

fo r 1994 -95. the Directorate. while sending pr0p0sals for rearing 1,000 Hei fer calves 

fo r 24 months, stated that due to inability of poor HAD beneficiari es to maintain aild 

provide better nutrition, calves with exotic germ pl a~m were lost. But, without 

ensuring the ab ility of benefi ciaries to feed the heifers, the scheme for dist ribution or 
I 0,000 calves was sanct ioned by GTN in 1995-96 and 5,0 11 calves were distributed 

incurring an expenditure of Rs. 75. 17 lakhs. No . teps were taken by Government tn 

ensure supply of nutritious teed to the hei fers distributed duri ng 1995-96 Howe\'Cr, 

during 1996-97, the department had proposed to supply nutritious feed to the calves 

distributed during 1995-96. The proposal had not been approved by GTN (June 

1996). 

Tl1c heifer calf scheme was also implemented through T NCDW during 

1990-95, according to which. the women HAD beneficiaries were permitted to sell the 

heifer calves after they attain the age of maturity. Formulation and implementation or 
the scheme was. thus, cont rary to rhe objective o r ensuring sustained income to HAD 

benefi ciaries. 

(iii) The scheme for supply of Asil and Giriraja broiler birds to HAD 

benefi ciaries was sanctioned by GT ~ in October 1995 at the cost of Rs.84 lakhs. One 

unit or Asil birds of 5 female and I male bird of 12 weeks age each was ro be 

distribu ted to HAD benefi ciaries. Similarly, a unit of Giri raja birds comprising 60 

chicks was to be supplied to the beneficiaries The beneficiaries were to sell the chicks 

after rearing them till marketable age. As of March 1996, 2,040 beneficiaries were 

supplied with 2,040 units of Asil birds at the cost of Rs.2.39 lakhs and 3.6 16 units of 

Giriraja birds were distributed at rhe cost of Rs. I 0.85 13.khs. Under both the schemes. 

the units were to be sold out to earn an ·one ti me :ncome' which would be meagre 

after meeting the expenditure on rearing them. The 'one time income' would not be 

sufficient to bring the beneficiaries above the pm·ert:V line, wh ich \ 1;1as the objective of 

the scheme. 

(i v) A scheir1e for "promoting saving habit among HAD women" was 

sanctioned by GTN in October 1995 . The amount sanctioned from SC A fu nds was 

Rs.3 crores. Each beneficiary was to be given Kisan Vikas Patra of face value of 

Rs 1,000 (Rs.JOO to be paid as subsidy and Rs. 700 to be met by the henefi ciary). The 

scheme was to be implemented during 1995-96 by the Directorate of Small Savi ngs 

through District Collectors without any let up or shortfall. 
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The ~cht:me contemplated investment in Kisan Vikas Patra which could 

be encashed any t ime after a locking-in period of two and half years with interest 

accrued . Neither the sub:.idy in\.·ested was of immediate benefit to the beneficiaries 
nor any gent:ration of sustai ned income resulted, as the amount reali sed would not be 

sullicien: to uplift them above th~ poverty line. 

As of l\1arch 1996, expenditure of Rs.26.06 lakhs including Rs.0.16 

lakh 1m.vanb wages Vias incurred under ~he scheme covering 8,634 beneficiaries 

<lgnin~t the anticipated coverage of I lakh beneficiaries. l'nutil ised amount of Rs.2.75 

ere res .,,.,1a.s remaining with Distr icl CollecLors. 

Thus, the above schemes formulated, on \\ hich expenditure of Rs. I . 14 

er• ,, c ;; was incurred. were not conducive of ensuring sustained income to HADs and 

~hei r eventual upliftme'1t abow the poverty line. 

Excess release_ of subsidy 

(i) T hough 1he maximum subsidy admissible under SCA was Rs.5,000 per 

individual, Rs.7. 19 croret; were paid to 7,467 beneficiaries as against the admissible 

a1nount of Rs.3 . 70 crores in 4 districts4 test-checked in respect of 9 schemes 

implemented during 199 l -92 to I 095-96 resu lting in excess release of suhsidy of 

Rs. 3 49 crores. 

(ii) Among the rnicro··W:.t ershed5 delineated from out of 34 river basins in 

the State, priority watersheds \Vhich needed immediate conservation work were taken 

up under the scheme. HAD benefi ciaries whose lands fell within the treated areas were 

to he identi fied by verification of revenue r-=cords. Cost of work was to be recovered 

from fa rmer5 along with 25 per cent overheads. 25 per c.:e11t subsidy was extended and 

a moratorium of 2 years '"''as allowed to recover the remaining cost. Additional 

subsidy of 25 pi.!r r·c11/ over ~nd above tbe normal subsidy of 25 per ce/1/ was made 
available to HADs from February 1986 under SCA 

As against the admissible I f":.,. cent for staff cost for implementing 
scheme under SCA as per GOl guidelines, soil conservation schemes provided for 

charging 25 per cent for overheads Extension of 25 per cent subsidy on total cost of 

v"orks and overheads to HADs under SC:\ resulted in excess release of suhsidy by 
Rs. 9.28 lakhs ou1 o f the total subsidy of Rs.48.33 lakhs extended during 
1990-9 1 to I 994-95. 

Chengai-MGR. Che1111ai, Tiruchirappalli am! Villupuram-Ramasamy Padayad1i. 



3.1.9 Avoidable/infructuous/unproductive expenditure 

(i) Mention was made in paragraph 3. I 0 of the Report of the Comptroller 
and Auditor General of India for the year ended 3 I March, 1995 
(No.3 - Civil - Government of Tamil Nadu) regarding non-achievement of the 

objective of setting up of . 4 Primary Powerloom Co-operative Societ ies 

(Ayodhiapattinam, Karur, Kasipalayam and Somanur) due to failure to arrange 
financial assistance and other infrastructural facilities . A sum of Rs. 1.36 crores was 
released by TAHDCO to the Director of Handlooms and Textiles (DHT), who in turn 
released Rs. 1.24 crores to Tamil Nadu Textile Corporation (TNTC) between rebruary 

1991 and August 1992 for purchase of looms, accessories, training and construction of 

worksheds. In addition, Rs.1.37 lakhs and Rs 5.50 lakhs were also released by 
T AHDCO directly to the Societies towards fees for registration and share capital 
respectively. 

TNTC, whi le calling for tenders (May I 990) fo r purchase of looms. did 
not indicate the technical specifications required in the tender schedule. Rates and 
technical bid quoted by the tenderers were evaluated by a purchase committee and 
Technical Sub-Committee and orders were placed (February 199 1) with firm 'A' for 

363 looms (cost : Rs.99.53 lakhs) and with firm 'B' for 187 looms (cost : Rs.34.64 

lakhs) to be supplied by April 199 1. Firm 'A' supplied only 66 looms upto July 199 1 
and Firm 'B' completed the supply in ti1ne. Order on Firm 'A' was cancelled in 
November 199 1 and after calling for re-tender (December 1991 ), firm 'B' was ordered 
to supply 100 looms at enhanced rate. Even at the time of a£ceptance of first tender 
itself, rate quoted by Firm 'A' was higher than that quoted by Firm 'B'. Higher rate of 
firm 'A' was accepted by TNTC on the ground that the looms of firm 'A' were of best 

quality. Firm 'B' agreed to supply looms ordered after re-tender at an enhanced rate. 

This resulted in an additional expendi ture of Rs.3. 19 lakhs in respect of 50 looms 
supplied by firm 'B'. But the excess expenditure was not recovered from tirm 'A' 
despite the fact that the tender schedule contained such a clause. Firm 'A', which also 
participated in re-tender, supplied 54 looms at the rate agreed in the first tender to 
adjust the advance payment available with them, paid under the first supply order. 

There was an unutilised subsidy of Rs. 12.30 lakhs (February 1996) 
with TNTC out of Rs.1.36 crores released by the DHT after incurring an expenditure 
of Rs. I .24 crores towards cost of looms. The same was not refunded to T AHDCO 
(June 1996). 

As of December 1995, out of 36 1 looms purchased, the entire cost of 
78 looms and access'.:>ries installed in Karur (cost : Rs 23. 15 lakhs) had become 
infructuous as none of the looms installed under the scheme was used. Cost of 16 

looms s.~ld out by members of Ayodhiapattinam and Somanur Societies (cost : Rs .4.78 

,_ 
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lakhs) was to be treated as infructuous. Expenditure on I 13 looms remaining idle in 3 
Societies ( Ayodhiapartinam . 6 1, Kasipalayam : 14 and Somanur : 38) (cost : Rs .D 76 

lakhs) due to non-availability of working capital became unproductive. 

Out of subsidy of Rs. 9.)9 lakhs released to TNTC for construction of 

I 18 worksheds, only R"' .4.96 lakhs were disbursed by TNT(' to beneficiari es. Only 13 
beneficiaries constructed work<;heds (December 1995). 

Out of 400 beneficiaries, who were imparted training at the cost of 
Rs.1.08 lakhs, only 264 were provided with looms. Training expenditure of Rs.0.67 

lakh incurred on the remaining 136 beneficiaries became unproductive. 

Apart from the unut ilised subsidy retained by TNTC, excess subsidy of 

Rs.64 68 lakhs released by DHT due to reduction in number of looms to be installed 
was aim retained by TNTC (June 1996). 

(ii) An amount of Rs. 13.23 Jakhs was released during January 1985 to 
April 199 1 to a Co-operative Society from SCA fund s by T AHDCO for establishment 

of a Hand loom complex at Thovalai Block at the cost of Rs. 17.22 lakhs to benefit 130 
HA.Os. Two sheds were constructed (January 1987) one at Thazhakudi and another at 
Mudanganvillai (Cost : Rs 6 lakhs). Training was imparted to 130 members (cost : 

Rs.0.69 lakh). Fifty eight looms and acce sories were purchased and installed at the 
cost of Rs. I. I 8 lakhs during November 1987 to June 1988. It was stated by the 
Special Officer of the Society in April 1996 that only 12 looms out of 58 purchased 
were in operation due to non-avail ability of members, because of incorrect 
identification of beneficiaries who were predominantly agricultural labourers. The 

ociety fo rmed after incurring an expenditure of Rs.9.23 lakhs (including share capital 
assistance : Rs.O 26 lakh and working capital : Rs. I. I 0 lakhs) could not function due 
lo non-availabi lity of members and the expenditure became largely unproductive. 

A sum of Rs.8 lakhs was released by TAHDCO to DHT during 
October 1989 and October 1992 for establishment of 2 powerloom complexes at 
Nainarkoil and Moovalur to provide employment to 78 beneficiaries for 300 days a 

year. As performance of industrial type of societies was viewed as fai lure by 
Government, DHT proposed (September 1 99~) to drop the scheme. But the subsidy 
of Rs.8 lakhs was not refunded to TAHDCO (June 1996). 



(iii) Sheep rearing scheme \.Vas being implemented by Animal Husbandry 
Department from 1983 onwards extending 50 per cent subsidy. 4.866 sheep units' 

were established during 199 1-95 incurring an expenditure of Rs.2 17 crores. Assets 
created (sheep units) under the scheme were not ma:ntained by the beneficiaries 
despite the fact that each beneficiary executed a bond with the department not w sell 
or otherwise dispose of the asset granted to him under the scheme. Out of 791 units 

fo r which details were available, 429 beneficiaries sold their entire ~heep units supplied 
to them during 1983-93 and the entire subsidy of Rs 14.63 lakhs give:i for establishing 

these units became unproductive. 

GTN accepted (March 1992) the proposal of TAHDCO to µrune the 

expenditure under the scheme for the year 199 1-92 and released sub idy for 
199 i-92 scheme towards 50 per cent of unit cost and insurance or:ly and no subsidy 

was released towards kutchapen, equipment, etc., which were provided for in the 
scheme sanctioned by GTN However, fo r units sanctioned during 1990-9 1, but 
established during 1991 -92, 1992-93 and l 993-94 and fo r units anctil)ned during 
1992-93, Rs.250 per unit were released as subsidy for purchase of ki.:tchapen and 
equipment. Release of subsidy of Rs l 0.37 lakhs fo r establishment or 4, 146 units 

during 199 1-94 (spillover un its of 1990-91 : 2.3 50; 1992-93 scheme : I , 796) IA-as 
avoidable. 

3.1.10 Inadmissible expenditure 

The following expenditures incurred fo r purposes other than those 
specified in GOI guidelines were inadmissible under SCA schemes: 

(i) Rs. 5.46 lakhs spent towards advertisement charges regardi ng 
achievement of four years of AD & TW Department (March l 996 ). 

(ii) Rs.0.66 lakh 1'pent in connection with preparation of budget (October 
199 1 ); Rs 1.55 lakhs: expenditure in connection with VIP visits (March 1992-94): and 
Rs.0.23 lakh : to conduct a review meeting (October L 99 L to March 1996). 

(i ii) Expenditure of Rs.58 lakhs spent on training of 2,376 HAD 
beneficiaries under Self employment training programme included an inadmissible 
expenditure of Rs.6.33 lakhs towards supervision charges and Rs. I lakh as 
advertisement charges. 

One sheep unit : I 0 ewes and l ram. 

, 
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(i v) Share capital assistance of Rs.25 Jakhs was released in July 1990 to a 

Sil k Reelers' Co-operative Society at Natrampalli . It was observed that the Society 

had only 50 HAD families as members out of the total membership of 802. Thus, 

release of assistance to the Society with 94 per cent of ineligible members was 

irregular. 

3. 1. l l Other points of interest 

3. 1. 11.1 Strengthening of foo twear tanning units 

Sanction was accorded (October 1990) fo r the release u f Rs. 74.40 

lakhs as I 00 per cent subsidy fro m SCA fo r purchase of machinery fo r 25 footwea r 

tanning units, fo r decorating 22 foot wear leather goods shops and for strengthening 2 

village model tannery and chro me tanning units fo r t he benefit of 1,430 HADs. But, a 

sum of Rs.47.06 lakhs was spent for supply of 5 costly machinery to one of Tamil 

Nadu Khadi and Vi llage Industries Board's (TNKYIB) footwear units during April 

1994 to December 1995 and the balance amount was lying unuti lised with T NK VlB. 

T he objective of strengthening of 48 units remained unachieved. 

3. 1. 11 .2 Formation of primary powerloom co-operative societies 

(i) SCA of Rs. 1.03 crores was released by T AHDCO as subsidy during 

August 1986 to December 1992 to a co-operative spinning mill situated at Thoppur, 

Madu rai District to expand its spindlage from 896 to 12 ,000 with a view to employ 

405 HAD beneficiari es. Even though 405 HAD workers were recrui ted as of March 

I 996, only 266 workers were working in the mi ll, out of which, the number of HAD 

wo rkers was 185 only. Reasons for large number of HADs leaving the mill were not 

ascertained by the department. The nii ll was reported to be sick (April 1996) and 

margin money loan was not repaid by t he mill . The intended objecti ve of providing 

employment to 405 HADs remained largely unachieved for more than 45 months even 

after extending assistance of R~. 1 .54 crores including Rs.5 1.25 lakhs as margi n money 

loan to the mill. 

(ii) A sum of Rs. 17 .35 lakhs was released by T AHDCO out of SCA funds 

between September 1992 and December l 993 for formation of a primary powerloom 

weavers' co-operative Society at Sankarankoil at Tirunelveli fo r the benefit of I 00 

HAD members. The Society purchased 36 looms and 65 motors and accessories 

(cost : Rs. 16. 19 lakhs) and spent Rs.0 .20 lakh on training 52 members during February 

1994 to January 1995 . Due to non-receipt of margin money from T AHDCO and loan 

fro m bank, only 36 beneficiaries were provided wi th looms. 

2/24- 13 
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3. 1. 11 .3 Setting up of indu trial co-operative Societies 

A subsidy of Rs.6.04 lakhs was released from SCA by TAHDCO 

duri ng July 1994 to an existing Industrial Co-operative Society for the manu facture or 

Calcium Oxide. The scheme was to benefit 120 HAD members of the Society. Due to 

escalation in cost of land proposed to be acquired fo r the Society, the land was not 

acquired and the scheme was not implemented as of June 1996 and the subsidy 

remained unutilised with the Society. 

Though subsidy of Rs.54.77 lakhs was released to 15 Societies during 

November 1989 to January 1995 for the benefi t of 802 HADs, the Societies did not 

function due to : 

(a) improper selection of site for manufacture of bricks due to non-

availability of ground water( 4); 

(b) land not purchased for making the Society funct ional (2); 

(c) liq uidation of Societies (3 ): 

(d) di version of funds to other Societies (2); 

(e) delay in selection of agency fo r construction (2); and 

(f) non-functioning of Society due to other reasons not furni shed (2). 

3.1. 11 .4 Setting up of units fo r women beneficiaries 
f' 

(i ) Two weaving units for women beneficiaries were proposed in March 
1990 to be set up by TNCDW at Ponnivadi vi llage through Avararnpalayam 

Sarvodaya Sangh. Against admissible subsidy of Rs.3 .5 1 lakhs, Rs.2.73 lakhs were 

released between August 199 1 and June 1995 . Construction work was stopped after 

incurring an expenditure of Rs.1.04 lakhs (March 1992 to Febiuary 1994) due to 

litigation with another Sangh over its jurisdiction for construction at the village. In 

June 1994, TNCDW accepted the proposal of the Sangh fo r setting up the unit at 

Karnachipuram where the Sangh had already estab lished a silk reeling unit under the 

scheme. Building was constiucted ar Kamachipuram utilising the subsidy released for 

both the locations and machinery were purchased for Rs.3. 89 lakhs in March 1995 

• 

• 
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Though 30 beneficiaries were identified for providing training in weaving, no training 
was imparted as of June 1996 as the beneficiaries were not willing to take up the 
training as earnings from other fields were more and the units had not started 
runctioning (June 1996) resulting in non-setting up of the weaving units even after 6 

years from the year of sanction of the scheme 

(ii) In Cuddalore, 2 spinning units and I weaving unit were established by 
Sarvodaya angh for which SCA funds totalling Rs.4.50 lakhs were released during 

October 1990 to March 1993 (building : Rs.2.6 1 lakhs, machinery : Rs.0. 97 lakh, 
training : Rs.0. 92 lakh) . The scheme was to benefit 60 beneficiaries in spinning units 
and 16 beneficiaries in the weaving unit. In one spinning unit, for which 30 SC women 

were selected and 25 were trained in spinning, only 8 were continuing with the unit. 
Out of 16 trained in the weaving unit, 4 di scontinued, and an average of 7 women only 
were working during March 1995 to October 1995. The vacancies were filled up by 

the Sangh with members of other communities and training was given. The scheme 
was not able to attract targeted number of beneficiaries reported ly due to meagre 
earnings in weaving in the dist rict whid1 had the second highest SC population (27 per 

cent) in the State. 

3. l.12 Training 

To open new avenues of employment to educated HAD youth, job
oriented training courses were conducted by the Directorate of Adi Dravidar and 
Tribal Welfare, (DAD&TW) and pre-examination train ing courses were conducted by 

the Directorate of Employment and Training to HAD candidates who were appearing 
for the competrtrve examinations conducted by State Public erv1ce 
Commission/Union Public Service Commission/Banking Service Recrui tment Board . 

Though the scheme guidelines stipulated that subsidy fo r imparting 
training to SC candidates was to be di stributed to the beneficiaries, in AD & TW 

Department, subsidy amounts were released to private institutions which imparted the 
training. 

It was stated by the DAD & TW (May 1996) that no data were 
available to find out whether the trainees got gainful employment after undergoing 
training. Expenditure of Rs.2.85 crores was incurred in training 43,970 candidates 
(excluding persons trained under Typewriting and Shorthand) by the two Directorates 
du ring 199 1- 1996. 

2/24- 13a 



3.1. 13 Monitoring and supcn :ision 

According to GOr guidelines, State omcials as well as district offi cials 
were required to ensure regular monitoring and supervision of the schemes 
implemented. But , no periodicity or percentage of checks to be exercised was fixed by 
GOI whi le releasing SC A fund s. It was seen in Audit that : 

(i) District level Oflicers of the DAD&TW Department did not maintain 

acquittance/records to en. ure that subsidy released had actually reached the 
beneficiaries (students undergoing training in typewriting institutes). In spite of 
specific instructions issued by DAD & TW (May 1996 ), DADWOs did not veri fy the 
genuineness of the claims made by commercial institutes and their capacity to impart 
training. Due to 11011-moniroring of the implementation of the scheme, information 
regarding tota l number of SC beneficiaries who underwent trai ning and the number or 
beneficiaries who got emp1oymem/self-employcd wa not available with thr 

department 

(ii) Due to absence or fi ·Id level staff the schemes were implemented by 

TNCDW th rough NGOs But, no veri fication was done by TNCDW to ascenain the 

implementation of the schemes, and \·erity the correctness of the reprn1s furn ished by 
the implementing agencies. Hence, achievement or o therwise of the objective o r 

schemes entrusted t0 TNCDW could not be verified . 

3. L. I 4 Evaluation 

Despite incurring expenditure of Rs 134.85 crores on SCA schemes 
during 199 1-96. GTN did nm conduct any evaluation of the ~chemes covering all 
depatt ments so far. However. evaluatio11 studies of SC A schemes implemented by 

Directorate of Employment and Training (DET) was conducted by Depa11rnent of 
Evaluation and Applied Research (November J 91)4) and of the schemes implemented 
by Directorate of Animal Husbandry (DAH) by the Department itself in March 1995. 

The repor1 s were not made available to Audit as the report in respect of DET had not 

been finalised as of September i 996 and the study in respect of DAH had not been 
completed GTN could not furnish details of HA Os up lifted above the poverty line 011 

account of its effo1ts under SCP and additive efforts under SCA schemes. 

The above points were referred to Government in July 1996; reply had 
not been received (December 1996). 

•• 
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ANIMAL HUSBANDRY AND FISHERIES; 
AND MUNIC IPAL ADMINISTRATION AND 

\VATKR SUPPLY DEPARTMENTS 

Delay in im piemeutation of the scheme for modern isation 
of an abattoir 

Go\'ernment o f India (GO I) approved the proposal (March 1988) of 

l"1mil NRdu Meat Corporation lT MC) in March 1990 and released Rs. I I lakhs as 

first i :1~talment for modernisation of the slaughter house (Abatto ir) at Perambur. 

Chennai at the cost of Rs.60 lokhs. Expenditure on the scheme was to be shared 
equally by GO I and the State Government (GT, ). The abattoir belonging to the 

Co1 poration of Madras (MC) was held by TNMC on lease basis since March 1979. 

TNMC deposited Rs 22 lakhs (including the State's share of Rs. I I 

lakhs released to it in f'(:!b ruary ! 99 1) in November 1990 and March 199 1 with the 

Public Works Department (PWD) for carrying out the civil works. The work could 

110 1 be commenced despite the preparation of the plans and e~t imates by PWD by 

October 199 I after spending R~.2.87 lakhs, as TNMC proposed (November 199 1) to 

transfer the abattoir to the control of MC. Though orders were issued by GT 1 in 

December 1992 to transfer the abattoir to the control of MC, the MC did not take 

over the abattoir due to its pre-occupation with schemes for the improvement of 

Chennai city. The abattoir continued to be under the control of T MC till March 

1995. 

ln January 1994, TNMC was merged with Tamil Nadu Poultry 

Development Corporation (T APCO). TAPCO sent revised proposals (March 1994) 

for moderni sing the abattoir in 2 phases at the cost of Rs.7.20 crores (R.s.5.60 crores 

for phase l and R . i.60 crorcs for phase 11) by including additional items such as 

administrative building, piece meat bazaar and rail conveyers. The revised proposals 

of TAPCO were forwarded by GTN to GOl in March 1994 projecting TAPCO as the 

implementing agency. GOl released Rs.98 lakhs for phase 1 as its share in May 1994. 

PWD refunded (November 1994) Rs. 19. 13 lakhs to TAPCO after deducting Rs.2.87 

lakh spent by it. The abattoir was taken over by MC in April 1995. TAPCO paid 

Rs. 16.13 Jakhs to MC and the balance had remained \.vith TAPCO (February 1996). 

MC had spent Rs. I 0. 75 lakhs (Febrnary 1996) for raising the compound wall, 

providing water supply, etc., to the abattoir. 

Thus, the delay in deciding the agency for the mai ntenance of the 

abattoir resulted in non-achievement of the objective of modernisation of the abattoir 

for more than 6 years. Central assistance of Rs. 98 lakhs released in May 1994 
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remained unutilised with GTN and the State's share of Rs. 98 lakhs was also not 
released (February 1996); and the expenditure of Rs.2.87 lakh. ·incurred by PWD was 

rendered infructuous. 

The matter was referred to Government in May 1996; reply had not 

been received (December 1996). 

EDUCATION DEPARTMENT 

3.3 Undue delay in commencing in-service training of teachers 

Under the Centrally Sponsored Scheme of "Restructuring and 
Reorganisation of Teachers' Education" , Government of India (GO!) approved (March 
1989 and March 1990), among other items, the upgradation of existing Secondary 
Teachers' Training Institutes (STTl) into Colleges of Teacher Education (CTE) and 
Institutes of Advanced Study in Education (lASE) The STTI at Coimbatore, 

Komarapalayam, Orathanadu, Pudukkottai and Vellore were upgraded as CTEs and 
the STTls at Saidapet and Triplicane were upgraded into IASEs in May 1989 and June 
1990. 

GOI released between 1988-89 and 1992-93 , Rs.3 .25 crores towards 
non-recurring grant. All the civi l works were completed at the cost of Rs.2.46 crores 

and equipment purchased for Rs .66.94 lakhs (total cost : Rs.3 . 13 crores) between 
1989-90 and 1994-95. Recurring grants of Rs. 12 lakhs (1988-89 Rs.5 IRkhs; and 

1994-95 : Rs. 7 lakhs) were also released by GOl for conducting in-service training. 

No in-service training of teachers, however, was conducted on the 

ground of inadequacy of funds. The department submitted proposals identifying the 
programmes for in-service training in CTEs/IASEs and for additional funds of 
Rs.28.05 lakhs to the State Government only in December 1995 fo r getting approval 
of GOI . The reasons for the delay in submission of proposals were not on record. At 

the request of the depa1tment, GOl permitted carry forward of unspent balance of 
Rs.19.06 lakhs to the year 1995-96 and gave an additional grant of Rs.28 lakhs in 
December 1995 and February 1996. The amount of Rs.47.06 lakhs remained 

unutilised, as no training programme was commenced (May 1996). The unspent 
amount of Rs.4.45 lakhs on civi l works was also not refunded to GOL 

Thus, the in-service training of teachers had not been commenced as of 
May l 996, even after a lapse of 6 years of launchjng of the scheme and after spending 
Rs.3 . 13 crores of Central assistance fo r infrastructural faci lities in the State. 
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The buildings constructed under the above scheme included a women's 

hostel fo r 50 inmates in CTE, Pudukkottai , built at the cost of Rs .12.43 lakhs in 

September 199 1 which remained unoccupied as of May 1996. The Commissioner of 

Co llegiate Education (CCE) stared (April 1996) that the CTE, Pudukkottai was meant 

fo r men only, and was not a co-educational institution; and that the hostel constructed 

with a view to accommodate women teachers would be utili sed, when in-service 

training programmes a1 e taken up for women teachers during 1996-97 The reply was 

not tenable, as the existing institution was not a co-educational one and there was no 

nece<;"ity to construct the women's hostel, when two hostels for men students were 

already existing. Thus, due to non-conversion of the institution into a co-educational 
one, the women's hostel constructed at the cost of Rs. 12.43 lakhs remained unutilised 

for ma :-c than 4 years. 

The matter was referred to Government in June 1996, reply had not 
been recei ved (December 1996 ). 

3.4 lnfructuous expe~1diture on pay and allowances to staff 

An Extension Service Centre (Centre) for imparting in-service training 

to teachers in teachi ng methodology by way of refresher courses had been functioning 

in the lnstitute of Advanced Study in Education (JASE), Chennai since 1956 The 

staff for the Centre consisted of a Co-ordinator, a Junior Assistant, a Driver and an 

Office Assistant . Contingent expenditure of Rs.8,000 per annum had also been 

sanctioned by Government every year, for conducting in-service training programmes, 

by engaging faculty members from outside on payment of honorarium. 

No training programme had been conducted by LASE since July 1993, 

as no fu nds were allotted to meet the contingent expenditure. The pay and allowances 

of the Staff of the Centre were, however, ordered by the Commissioner of Collegiate 
Education (CCE) in June 1993 to be debited to office expenses head of account of 

IA E. Despite the repeated request of the Principal, IASE to the CCE in July 1993, 

September 1993 , December 1993 and July 1994 for allotment of fu nds (Rs.8,000) 

under contingent expenditure, fund s were not provided. The Principal, JASE was 

di rected in August I 994 to hand over the jeep of the Centre to the Commissionerate, 

in view of the non-functioning of the Centre and the jeep was handed over in 

December I 994 along with the driver. The Principal, IASE stated in January 1996 

that though the services of the Junior Assistant, Driver and Office Assistant were 

utilised for other items of work, the services of tile Co-ordinator could not be uti lised 

for want of work. When the Principal, IASE offered to surrender all the posts of the 
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Centre in September 1995, the Commissioner asked the Principal in November 1995 

to send a detailed proposal for reviving the training programme. Though the 
proposals were sent in November 1995 itself, orders of the Commissioner were 

awaited (February 1996). 

Thus, the fa il ure of the depa11ment, either to provide funds for 

conducting the training programme or for tak ing timely action for closure of the 
Centre and redeployment of staff, resulted in infructuous expenditure of Rs. 3. 20 lakhs 
towards salary of the Co-ordinator alone for the period from July 1993 to February 

1996. 

The matter was referred to Government in April 1996; reply had not 
been received (December 1996). 

3.5 

HANDLOOMS, HANDICRAFTS, TEXTILES 
AND KHADJ DEPARTMENT 

Blockfng of Government funds and delay in establishment 
of Co-operative Spinning Mills 

Based on the proposals (December 1993) of Commissioner of 

Handlooms and Textiles (CHT), Government sanctioned in March 1994 Rs.3.79 

crores, including the share of Government of India (GOl) (Rs. I .89 crores) for the 

modernisation of fi ve· Co-operative Spinning Mills (CSM) during 1992 -94 under 
Centrally Sponsored Market Development Assistance programme. Government also 
authorised CHT to draw and disburse the amount to CSMs concerned. However, the 

entire amount of Rs.3. 79 crores was released in March 1994 to the Salem District 
CSM with instructions to credit the amount in the mill 's accounts and to make 
payments to respective CSMs only after receipt of specifi c instruction from CHT. 

Detai ls of machinery to be replaced and to be purchased afresh fo r these 5 spinning 
mills had already been identified by CHT and indicated in his proposal of December 
1993 to Government. 

The Central Purchase Committee (CPC) under the Tamil Nadu Textile 
Corporat ion (TNTC), Coimbatore which was responsible fo r purchase of machinery 

for the CSMs did not take any action to purchase the machinery till December 1994 . · 

Soulh India CSM at Pettai. Pudukkottai CSM at Aranthangi. Misereor CSM a l 

Thoppur, Salem District CSM at Salem and Bharathi CSM a l Ettayapuram. 

.., 
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Although the South India CSM, Pettai (One of the identified CSMs) had requested 

(March 1994) CHT to advise Managing Director of TNTC, Coimbatore for placing 

orders for the required machinery and equipment, CHT did not take any action in thi s 

regard . 

CHT clarified only in July 1995 that consequent on fo rmation of the 

Tamil Nadu Co-operative Spinning Mills Federation Limited (TANSPIN) from 

December 1994, purchase of machinery and spares had to be made by the Purchase 

and Finance Committee (PFC) of TAN SPIN as the Government Order relating to the 

formation of TANSPIN superseded any similar committee functioning before it and 

ordered the PFC ofTAN SPIN to finali se purchase of machinery immediately. But, the 

meeting of the PFC of T ANSPlN for purchase of machinery had not been convened so 

far (May 1996). 

T hus, due to the above delays, the objective of modernisation of the 

selected CS Ms had not been achieved as of May 1996 besides blocking of Government 

funds of Rs.3 . 79 crores outside Government account for more than 2 years. 

The matter was referred to Government in July 1996; reply had not 

been received (December 1996). 

3.6 Defective construction of the House-cum-Workshed 
for Handloom Weavers 

The State Government sanctioned 111 March 1989, Rs.25.60 lakhs 

(including the Central assistance of Rs. 14.80 lakhs) for the construction of 5 12 House

cum-Workshed units in Chidambaranar District under the scheme for the construction 

of House-cum-Worksheds. The amount was released to 8 Handloom Weavers' 

Co-operative Societies (Societies) in April 1989. The Societies obtained a loan of 

Rs.49.90 lakhs (interest rate 7.5 per cent per annum) from HUDCO between July 

1990 and June 199 1. The construction of the units whi ch was commenced in July 

1989 and scheduled to be completed within 9 months had not been completed as of 

March 1996 due to certain defects noticed in the construction on account of 

inadequate depth of foundation owing to black cotton soil and poor quality of 

execution. As of March 1996, 496 units remained incomplete w ithout plastering, 

flooring and want of sanitary facilities. 

2/24- 14 
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These defects were brought to the notice of Director of Handlooms 

(DH) by Assistant Executive Engineer in November 1989 while foundation was laid 

for 60 houses. DH had suggested in November 1989 certain changes in specifications 

such as use of cement mortar, instead of lime, increase in depth of foundation and 

filling the foundation with sand. Despite the suggestion, the deficiencies pointed out 

already persisted in the construction of the remaining houses. 

Accordingly, the cost of the units was revised to Rs. 19,000 per unit in 

January 1990 by Commissioner of Handlooms and Textiles (CHT). The excess cost 

was to be met from contribution from the beneficiaries (Rs. 1,820) from local bodies 

(Rs. 1,000) towards cost of toilet and the balance cost was to be met by Government . 

Between January 1990 and May 1992, only 16 units were full y 

completed and 496 units remained incomplete as of March 1996 (total cost : Rs.79.32 

lakhs) as the contribution from the beneficiaries was not forthco ming. Fu11her, 

inspection by Junior Engineer (Civil) of Directorate of Handlooms and Textiles 

conducted in January 1992 revealed that quality of rafters for roofing used in 22 of the 

units was sub-standard and required replacements. The attempts made by the 

department till August 1993 for completing the work by utilising the ·funds avai lable 

(Rs. 7. 13 lakhs) under other schemes did not fructify as the funds were not suffi cient. 

ln August 1993 , CHT proposed to Government for sanction of subsidy of Rs.50.64 

lakhs, as a special case, to complete the scheme. ln May 1995, Government sought 

for a revised estimate from Chief Engineer (Buildings), Public Works Department (CE 

(B) - PWD). The estimate was not prepared and sent to Government as of March 

1996. However, PWD in March 1996 informed the department that carrying out of 

repairs to these units would not be economically viable and that fresh bui ldings be 

constructed after detailed soil tests. 

Thus, due to defective construction and use of sub-standard material, 

the scheme of constructing 512 House-cum-Worksheds to handloom weavers could 

not be completed even after the lapse of more than 6 years, besides rendering the 

Government subsidy of Rs.25.60 lakhs (including the Central assistance of Rs. 14.80 

lakhs) unproductive. 

ln reply, Government generally accepted the facts in August 1996. 

• 
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Unfruitful expenditure on Health Package Scheme 
for Handloom Weavers 

With a view to ameliorate some of the health problems related to the 

profession of handloom weaving, Government of India (GOI) launched in March 

1993 , the "Health Package Scheme for Handloom Weavers" . Under the sub

component o f the scheme viz., ' infrastructure fo r primary health care', Central 

assistance of Rs. I lakh per centre was provided fo r creation of permanent 

infrastructure fo r housing 'Auxiliary Nurse-cum-Midwife' (ANM) Centre, Ru ral Health 

Centre, etc. Under the scheme, the State Government had to meet all the recurring 

expenses including expenditure on pay and allowances of medical personnel and cost 

of medicine. ln February 1994, GOI released to the Government of Tamil Nadu 

(GTN), Rs. 19 lakhs fo r establi shment of 19 centres and the amount was paid in April 

1994 to the 19 identified Handloom Weavers' Co-operative Societi es (Societies) fo r 

construction of Primary Health Centres. 

Construction of buildings for 19 centres was ·completed between 

January 1995 and December 1995 and I 0 centres started fu nctioning from May 1994 

to December 1995 . Other 9 centres could not be made functional for want of funds to 

meet recurring expenditure on pay and allowances of medical staff and for purchase of 

medicine. Four of these centres had approached Commjssioner of Handlooms and 

Textil es (CHT) fo r allo tment of funds (between July 1995 and June 1996) to meet 

recurring expenditure o n staff and cost of medicine. 

Despite stipulation of GOI that State Government was to meet 

recurring expenditure o n medical staff and cost of medicine, CHT while releasing the 

assistance stipulated that recurring expenditure should be met by the Societies out of 

their Common Good Fund. CHT could not confirm whether consent of the societies 

were obtained before submitting the proposal. 

Thus, due to non-provisioning of fu nds fo r meeting recurring 

expenditure, 9 Primary Health Centres had not been functioning to render medical 

assistance to Handloom Weavers. Expenditure of Rs. I 0 .02 lakhs incurred on the 

creation of infrastructure of these centres remained unfruitful fo r nearly two years. 

Government stated (August 1996) that clear instructions had since been 

issued to the Assistant Directors of Handlooms and Textiles to move local agencies 

like Panchayats, Lions Clubs and Non-Resident Indians to assist these centres for 

makjng them functional. 
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HANDLOOMS, HANDICRAFTS, TEXTILES AND KHADI; 
INFORMATION AND TOURISM; AND MUNICLPAL 

ADMINISTRATION AND WATER SUPPLY DEPARTMENTS 

Publicity works, improvement works and purchase of furniture for 
the Eighth World Tamil Conference 

ln connection with the Eighth World Tamil Conference held at 
Thanjavur from I January, 1995 to 5 January, 1995, total expenditure of 
Rs. 7. 85 crores was incurred by Government during December 1994 to September 
1995 on publicity works (Rs.2.56 crores by the Handlooms, Handicrafts, Textiles and 
Khadi (HHTK) Department), improving the infrastructural facilities (Rs.4.24 crores by 

the Municipal Adminjstration and Water Supply (MA & WS) Department) and 

furnishing of 867. new flats constructed by the Tamil Nadu Housing Board with 
furniture and fittings (Rs. 1.05 crores by the Tamil Nadu Tourism Development 

Corporation (TTDC) for accommodating delegates) . 

Records of the above three implementing departments/corporation 

were test-checked in audit (during February to May 1996) and the findings are 
discussed in the succeeding paragraphs. 

(a) Publicity works 

(i) A sub-committee headed by the Minister fo r Animal Husbandry was 
constituted in April 1994 to chalk out the programme fo r publicity arrangements. The 

first meeting of the committee was convened only in September 1994 and types of the 
works to be executed were decided in December 1994. The works, estimated to cost 
Rs.2.21 crores, included erection of various types of arches, printing and pasting of 

posters, tubelight arrangements, illumination of avenue trees with seri al lights, etc. 
Value of each work exceeded Rs.25 lakhs and coda! provisions required open tender 
system allowing one month time fo r tender response. But, in view of the limited time 

available, short tender procedure, allowing a time of not more than I 0 days, was 

adopted. There was no response for the works relating to provision of tubelight and 
only one tenderer with no standing responded for illumination of avenue trees with 
serial lights. All the 4 tenders received fo r printing of wall posters were rejected due 
to high rates, lack of experience, inadequate data and non-presence of the tenderer 
Due to limited availability of time for execution of works before commencement of t he 

conference, the department resorted to nomination of cont ractors for the above works. 
Even the work relating to provision of arches was executed partly on nomination basis 
at rates higher than the accepted lowest tender. It was observed that the rate of 

Rs.8, 784 per thousand fi xed for printing of wall posters was higher than the valid 

lower offer of Rs. 5,800 received in response to the short tender call. 



-· 

77 

Thus, due to the belated action of Sub-committee, Government could 
not ensure a favourable rate through competitive bidding. 

(ii) All the works entrusted to the contractors were to be assessed 
scientifically with the help of the Public Works Department (PWD). Accordingly, the 

contractors were required to enclose certification of PWD, besides copies of 
photographs of each arch and hoarding. PWD could not check 64 (Rs.33.46 lakhs) 
out of 267 arches erected as these were removed even before inspection by PWD as 

the work orders did not stipulate any such condition. There were no supporting 
measurements. In the absence of any guidelines/schedule of rates, PWD could not 
correctly and directly certify the value of work done. Considering the "oddity" of 
location and the acute demand for labour and materi al, reasonableness of the value 
was "generally certified" in March 1995 . 

(iii) The quantity of works executed on nomination basis was far in excess 

of original estimates for erection qf road arches (267 against I 00 proposed) provision 
of tubelights (50,050 against 20,000) and illumination of avenue trees with serial lights 

in university campus ( 13.000 against 7,000). Further, no separate provision fo r 
generators was contemplated but payment had been made for hiring 41 0 generators fo r 
lighting arrangements. No records were made available to audit justifying the need fo r 
these additional quantities. In the absence of any independent measurement fo r these 
works, the genuineness of the additional quantities executed could not be ensured in 

Audit. There was no document to indicate actual engagement/provision of generators 
at site. 

(b) Infrast ructural facilities 

An expenditure of Rs.4.27 crores was incurred on improvement of 
infrastructural facilities in Thanjavur town, the venue for the conference. However, 

125 of these works valued Rs. 1.39 crores did not serve the intended objective as these 

were executed only after conclusion of the conference. 

(c) Furnishing of flats 

(i) Government sanc;:tioned an expendi ture of Rs. 98. 99 lakhs in November 

1994 and January 1995 as grants-in-aid to TTDC for furnishi ng the flats for 
accommodating the delegates. According to instructions of Government, TTDC was 
to hand over, after conclusion of the conference, the furniture to needy departments. 
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However, none of the sofa-sets (I 00 numbers : Rs. 7. 71 lakhs ), 

dressing tables (I 00 numbers : Rs.3 .43 lakhs) and rectangular tables (867 numbers : 

Rs. 12. 50 lakhs) was transferred. Further, 1,562 plastic moulded chairs (value : 

Rs.8.04 lakhs) out of 2,480 were not transferred despite the need for these chairs in 

Registration Department. 

(ii) Furniture and fittings (value : Rs.59.42 lakhs) like mattresses, pillows, 

curtains, curtain rods, plastic buckets, etc. and other consumables (value : Rs.8.40 

lakhs) like towels, cups and saucers, tumblers, etc. were reported to have been handed 

over by TTDC to Tamil Nadu Housing Board (TNHB) for equipping tenements 

accommodating the delegates. Information regarding final use of these articles after 

conclusion of ~he conference was not available. Records did not indicate of any action 

to recover the cost of furnishing from TNHB. 

The matter was referred to Government in June 1996; reply had not 

been received (December 1996). 

3.9 

HANDLOOMS, HANDICRAFTS, TEXTILES AND 
KHADI; AND REVENUE DEPARTMENTS 

Free supply of sarees and dhoties 

Government decided (November 199 l ) to supply, free of cost, sarees 

and dhoties for the festival 'Pongal' from the year 1 99~ to rural landless agricultural 

labourers and those living below the poverty line in slums in urban areas. District 

Collectors (DCs) were requested to finalise lists of beneficiaries and to send them to 

Government before 30 November, 1991. The department was to procure sarees and 

dhoties from Tamil Nadu Handloom Weavers' Co-operative Society (Co-optex) and 

also from private manufacturers in view of the short span of time left and huge 

quantity to be purchased and supplied at taluk level. The distribution was to be 

commenced in the first week of January 1992 and completed before Pongal, 1992 ( 14 

January 1992) through DCs under the · overall supervi sion of Principal Commissioner 

and Commissioner for Revenue Administration (PC & CRA). The scheme was 

extended by Government for successive Pongal festivals i.e., from 1993 to 1996. 

The total number of beneficiaries estimated by the department and 

approved by Government, total quantity of sarees and dhoties supplied by Co-optex 

and other parties and the number distributed were as under: 



.... 

Pon gal 

1992 
1993 
1994 
1995 
1996 

NA: 

Estimated 
by the De
partment 

Female Male 

60.59 61 .6(> 
84.77 82.49 
65 .23 64. 12 
62.67 62.09 
67.85 66.88 

Not available 
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Number of bene
ficiaries a1•provcd 
by Government 

Female Male 

60.00 60.00 
60.00 60.00 
75.00 75.00 
65.00 65.00 
72.00 68.00 

Number sup1•lied 
by Co-01>tex 
and others 

Sar- Oho-
ces ties 

60.00 60.UO 
60.71 61.23 
74.99 74.99 
51.04 50.08 
72.00 68 .00 

(In lakhs) 

Number dis
tributed 

Sar- Oho-
ees t ics 

NA NA 
60.72 60.61 
62.99 62.67 
62.67 62.09 
71.11 67.60 

It was observed from the records of PC & CRA that there were 

variations in the estimation of number of beneficiaries by the department, the number 

of beneficiaries approved by Government and actual beneficiaries reported as covered 

under the Scheme. This had resulted in accumulation of stock of 2.27 lakh sarees and 

3.85 lakh dhoties costing Rs.2.38 crores as of May 1995. 

Distribution was done based on the list prepared by DCs and approved 

by Government. Even after Finance Department had pointed out (February 1993) that 

there were only 40 lakh beneficiaries below the poverty line, the PC & CRA had not 

taken any action to review the list of beneficiaries prepared by DCs and ascertain its 

correctness. 

Though PC & CRA observed in November 1993 that the excess stock 

of77, 143 sarees and 85,275 dhoties (cost : Rs.60.7 1 lakhs) after distribution for 

Pongal, 1993 was lying in the districts undistributed, he instructed DCs to distribute 

only the new stock to beneficiaries for Pongal, 1994 to avoid public criticism and to 

freeze the old stock available until further orders. No action was taken in the matter till 

January 1995 and the surplus undistributed stock also lost its quality. PC & CRA also 

reported (January 1995) that the supply received from one of the suppliers for Pongal , 

1993 was of very poor quality. 

Due to inadequate space in Taluk Offices, and fearing destruction of 

stock by white ants a nd rats, PC & CRA requested (May 1995) orders of Government 

for distributing the accumulated stock of 2.27 lakh sarees and 3.85 lakh dhoties to 

orphanages and destitute homes. Government ordered (September 1995 and 

November 1995) to distribute them to leprosy homes, old age homes, TB hospitals, 

homes for handicapped , blind, deaf and dumb and also to mentally deranged persons. 

Only 19,390 sarees and 43,932 dhoties were distributed to such homes as of 
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November 1995. PC & CRA requested (November 1995) orders of Government to 

include persons/units like those who had completed the courses conducted by 

'National Literacy Campaign': and by Agricultural Department for Farm Women, 

Government juvenile homes, prisons, etc., for distribution of old stock. Government 

accorded permission (June 1996) and the particulars of distribution made to these 

institutions were awaited (June 1996 ). However, as per the compiled reports of 17 

districts available in the files of PC & CRA, 1.32 lakh sarees and 2.15 lakh dhoties 

were kept undistributed in 13 districts (June 1996) . 

. Following observations are made in this regard . 

(i) Though Government ordered (August 1994) that the residual stock of 

Pongal, 1994 should be taken into account and balance quantity required alone was to 

be purchased for Pongal 1995, the full required quantity was supplied to 4 districts 

(Dindigul-Anna, Dharmapuri, Ramanathapuram and South Arcot) based on their 

indents without deducting the available stock of 1994, which resulted in avoidable 

expenditure of Rs.1.28 crores being the cost of 1.67 lakh sarees and 2. I 0 lakh dhoties 

lying undistributed in these 4 districts. 

(ii) PC & CRA directed (November 1995) DCs to distribute only such 

stock in good condition to the homes, etc. But, out of 0.54 lakh sarees and 0. 70 lakh 

dhoties that remained undistributed (from Pongal, 1992 to Pongal, 1994) in 3 districts 

(Kamarajar, Kanyakumari and Ramanathapuram), 0.28 lakh sarees and 0. 19 lakh 

dhoti es (cost : Rs. 17. 81 lakhs) were reported as damaged and unfit for further use . 

Out of this, 10,000 sarees and 10,000 dhoties were distributed to orphanages and 

destitute homes in Kanyakumari District, which could not have served the intended 

purpose. Complete details of such damaged stock in the districts were not collected by 

PC & CRA (June 1996). 

(iii) As of March 1996, 18,263 sarees and 18, 063 dhoti es were stated to be 

not accounted/shortages (cost : Rs. 19.80 lakhs) in three districts (Chidambaranar, 

Nagapattinam and Perambalur) and 70,213 sarees and 22,413 dhoties supplied for 

distribution for Pongal 1996 were lying surplus in 3 districts (Madras, Madurai and 

Thanjavur). Of this surplus, 4,425 sarees alone were transferred to other districts and 

the remaining stock (cost : Rs.49.59 lakhs) was lying unutilised as of June 1996. 

(iv) Population of Tamil Nadu as per 1991 census was 5. 56 crores. 

Agricultural labourers (78.46 lakhs) and number of urban poor below poverty line (39 

lakhs as per 43rd National Sample Survey) were only 21 per cent of the total 
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population as per 199 1 census. The target of 60 lakh females and 60 lakh males fi xed 

under the scheme, thus, itself was high and actual number o f benefi ciaries under the 

scheme was well above that target of 120 lakhs (both females and males) during 

Pongal 1993 -96 i.e., 1993 : 1.2 1 crores; 1994 : 1.26 crores; 1995 : l.25 crores and 

1996 : 1.39 crores. Government had also observed (November 1995) that nearly 40 

per r.;e111 of beneficiaries under the scheme were ineligible, as per the report (June 

1995) of the Depa rtment o f Evaluation and Applied Research. 

(v) For Pongal 1996, Government ordered (May 1995) procurement of 15 

lakh powerloom sarees and dhoties . Two Weavers' Co-operative Societies and 

T NTC, Coimbatore sought revision of specification due to hike in price of yarn to 

match with the rates approved fo r Pongal 1995. Accordi ng ly, Government ordered 

(May 1995) change in specifi cation reducing length, width , reed and picks of the 

sarees and dhoties, as indicated below, subject to the Managing Director (MD), Co

optex, satisfying himself on the revision of specification based on technical 

requirements. 

Reed (cm.) 

Picks 

Width (cm.) 

Length (metres) 

Sarces 
Oril!inal 
speci-
fication 

122 

36-40 

115 

5 

Amended 
speci
fication 

122 

32 

109 

4.5 

Dhotics 
Origfoal Amended 
s1>cci- speci-
ficat ion fication 

142 122 

48 46 

127 11 4 

3.65 3 .40 

While accepting the request of the soc1et1es, Government did not 

examme the acceptabili ty of amended specification of sarees and dhoties to 

benefi ciaries and could have increased the prices retaining the original specifications. 

On the matter being referred to by the Director of Handlooms and Textiles, MD, Co

optex did not offer any technical comments. Instead, he was of the opinion that the 

Director of Handlooms and Textiles was competent to take a decision in this regard. 

The Commissioner of Hand looms and Textiles stated that Government Order was self 

explanatory regarding revision of specifications. He, therefore, ordered the MD, Co

optex to arrange immediate procurement of sarees and dhoties. 

2/24-15 
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Accordingly, 12. 56 lakh powerloom sarees and I 1.25 lakh powerloom 

dhoti es valued Rs. 11 . 72 crores were procured by MD, Co-optex. These were lying 

undi stributed because of shorter length and width and sub-standard specifications. 

MD, Co-optex sought (September 1996) permission of Government to 

dispose of these stocks by calling for tender to avoid further financial loss and to 

reimburse the Joss. suffered in this connection. Final action in this regard was yet to be 

taken by Government (October 1996). 

Thus, the purchase of powerloom sarees and dhoties with shorter 

length, width and sub-standard specifi cations had resulted in infructuous expenditure 

of Rs. 11 .72 crores besides incurring expenditure of Rs. 1.3 1 crores towards interest on 

capital cost and storage charges by Co-optex during the period from November 1995 

to September 1996 due to non-distribution of these stock. 

(vi) Orders for di stribution of sarees and dhoti es to those not covered under 

the scheme were issued only for purposes of clearing the stock in contravention of the 

objective of the scheme. 

The matter was referred to Government in July 1996; reply had not 

been received (December 1996). 

3.10 

HEALTH, INDIAN MEDICINE AND HOMOEOPATHY AND 
FAMILY W ELFARE DEPARTMENT 

Non-utilisation of additional two floors constructed at Government 
Rajaji Hospital, Madurai 

Based on the proposals submitted by Director of Medical Education 

(DME) in April 1989 and July 1989, Government sanctioned (July 1989) construction 

of 2 floors for accommodating an independent Operation Theatre and specialised 

clinics of the Ophthalmology and Vascular Surgery Departments over the existing Eye 

Block in Government Rajaji Hospital (GRH), Madurai at an estimated cost of Rs.54 

lakhs. The proposal did not include the need for additional staff/furniture. Technical 

sanction for the work was accorded by Public Works Department (PWD) for Rs.59.40 

lakhs during 1989-90. The work was completed in all respects by PWD (June 1994) 

at the cost of Rs. 59. 90 lakhs and was handed over to Dean, GRH in August 1995 . 

In the meanwhile, proposals for sanction of a<.! ditional staff and 

furniture to manage the two specialised departments sent by Dean, GRH to DME in 

March 1993 and thereafter from time to time were not approved . Ultimately, 

Government deferred (June 1995) the proposals and requested DME to renew the 

same under Part II schemes for 1996-97. Staff proposals for Rs.6. 76 lakhs per annum, 

resubmitted by DME in December 1995 were not sanctioned by Government (June 

1996) . 
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Government replied in August 1996 that electrical works and plumbing 
works were completed only in July 1995 and rest of the minor works were completed 

one by one after occupying the buildings in August 1995. The reply had to be seen in 
the light of the fact that Chief Engineer, PWD (Buildings) had stated in June I 994 that 
the buildings were complete in all respects, including the deviations from the original 

works, sought fo r by Medical Department. 

Thus, the two floors constructed at the cost of Rs.59. 90 Iakhs (June 
I 994) for accommodating the two specialised departments vi:: . Ophthalmology and 
Vascular surgery, remained unutilised fo r the intended purpose for more than two 

years as of September I 996 postponing the attainment of the objectives, due to non

sanction of additional staff, furni ture, etc. 

3. 11 Build ing/equipment remaining unutilised 

Public Accounts Committee ( I 984-85) in its 33 Report (VII Assembly) 
recommended that proposals submitted to Government for providing medical facilities 
in hospitals should cover all aspects like requirement of buildings, ancillary equipment 

and staff for operation and maintenance of machinery, so that the equipment coul_d be 
put to beneficial use right from their installation/ commissioning. Assurance was given 
by Government in August I 986 that the recommendation of the Committee would be 

followed in future. Non-observance of the above assurance in two hospitals is detailed 
in the succeeding paragraphs. 

(i) Non-commissioning of steam laund ry 

Government sanctioned in November I 99 1 prov1s1on of a steam 
laundry in District Headqua11ers Hospital (DHH), Virudhunagar at the cost of Rs.SO 
lakhs. Administrative sanction for the work was accorded in March I 992. The work 

was completed by Public Works Department in May I 994 at the cost of Rs.55 lakhs 
(cost of equipment : Rs.37.93 lakhs and civil works : Rs. 17.07 lakhs). 

Neither the Director of Medical and Rural Health Services (DM&RHS) 
nor the Government considered the requirement and necessity fo r sanctioning staff to 
operate and maintain the steam laundry till August 1993 ; only when the work was 

nearing completion, Joint Director of Health Services (JDHS), Virudhunagar 
approached (August I 993) DM&RHS fo r sanction of staff DM&RHS instructed 
JDHS, Virudhunagar in November 1993 to send proposals for sanction of staff with 

justification fo r each post and details of expenditure involved. The proposals were 
sent to DM&RHS in January I 994. In December 1994, after consolidating the 

2/24-1 5a 

---
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requirements of 5 other hospitals•, where similar steam laundries were being installed, 

DM&RHS sought Government sanction for technical staff fo r each unit (Mechanical 

chargeman : 1 post, engine driver : 1 post, fitter : l post and cleaner : I post) and for 

purchase of furniture at the cost of Rs.0.50 lakh fo r each of these 6 hospitals .. 

Government in February l 99S, instructed DM&RHS to furnish details 

of equipment purchased and total expenditure incurred fo r all the 6 hospitals. 

However, DM&RHS who addressed respective JDHS in March I 99S could not obtain 

the particulars as the work was in various stages of completion in the other S hospitals 

and the details were not fo rwarded to Government as of October I 99S . 

Meanwhile, on appraisal by PWD in March l 99S that the installation of 
the steam laundry at DHH, Virudhunagar was complete in all respects in May 1994 

itself, Government instructed DM&RHS in May l 99S to take over the unit. The unit 
was not taken over as of April 1996 fo r want of technical staff Thus, the steam 

laundry installed in May 1994 at the cost of Rs. SS lakhs in DHH, Virudhunagar was 

not put to beneficial use even after two years (Jul y 1996) due to piecemeal submission 

of propo~dls and delay in sanctioning the staff required disregarding PAC's 

recommendations. 

(ii) Building remaining unutilised 

Government sanctioned (September 1988) construction of a 20 bedded 
family planning ward with operation theatre in first floor over the existing 36 bedded 

fa mily planning ward in Chengalpattu Medical College Hospital (CMC), Chengalpattu. 

Estimates for executing the work at the cost of Rs. 9.20 lakhs was prepared by PWD in 

April l 989 and administrative sanction was accorded by Government in March 1990. 

PWD commenced the civil works in October 1990 and completed the work in July 

1993 at the cost of Rs.8.03 lakhs. 

Necessi ty for providing a ramp for moving pati ents from the operation 

theatre to the wards was considered by CMC only after completion of the civil works 

in July i 993 . Based on request of the CMC, PWD, in November 1993 prepared 
estimate for providing ramp at the cost of Rs.4.30 lakhs but it had not been 

constructed so far for want of funds. Proposal of the department sent to Government 

in October I 99S was also deferred for inclusion in Part lJ sc~1emes for the year 

1996-97. After repeated requests (August 1994, December I 99S and March 1996) 

* Dharmapuri. Erode. Nagercoil. Ramanathapuram and Sivaganga. 
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made by PWD, the building was taken over by the Department in May 1996, but 
electrical works on the first floor were not completed as of May 1996. CMC info rmed 
the DME (May 1996) that the building could be put to use only after the ramp was 
provided. 

Thus, failure of the department to decide its requirement 
comprehensively in the first instance had resulted in the building constructed at the 
cost of Rs.8.03 lakhs remaining unutili scd fo r more than 33 months. 

The above points were referred to Government 111 April 1996 and 
July 1996; reply had not been received (December 1996 ). 

3.12 lnfructuous expenditure on pay and allowances of 
staff of a medical college 

Pharmacy Council of India (PCI) issued notification in July 1992 
directing Medical Colleges to follow Revised Education Regulations (RER), 199 1 
from the 1993 academic session. The RER, 199 1 inter a/ia prescribed the method to 

be adopted fo r selecting candidates for admission to Diploma course in Pharmacy 

being conducted by the Medical Colleges. Though Director of Medical Education 
(DME) sought in May 1993 approval of Government fo r issue of draft Notifi cation fo r 
admission to the course, Government approved the Notification only in September 
1994 directing Government Medical colleges to select candidates according to RER, 

199 1 for admission to the Diploma course in Pharmacy from academic year 1994-95 
onwards. The Government orders were communicated by DME in October 1994 to 
Medical colleges concerned. As part of the academic year was over, the Diploma 
course in Pharmacy under RER, 199 1 was introduced from academic year 1995-96 

onwards in the Medical Colleges concerned. 

In view of the belated decision of Government, Diploma course in 

Pharmacy was not conducted fo r the academic years 1993-94 and 1994-95 in 

Thanjavur. The staff sanctioned and appointed for conducting the Pharmacy Course 
under old regulation were retained without any work . Though this aspect was 
specifically brought to the notice of DME in February 1994 itself by Dean, no action 
was taken for beneficial utilisation of the services of the staff" . Expenditure of 

Rs. I 0.62 lakhs incurred towards pay and allowances on the idle staff in Pharmacv 
Department during July 1993 to June 1995 was, thus, infructuous. 

The matter was referred to Government in April 1996; reply had not 
been received (December 1996). 

Professor- I. Assistant Readers - 2. Tutor - I. Laboratory Supervisor - I. Laboratory 
Technician - I and Basic Servants - 3. 
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Avoidable payment of penal charges by Tirunelveli Medical 
College Hospital 

Dean, Tirunelveli Medical Coll ege Hospital (TMC H) requested 

(February 1985) Tamil Nadu Electricity Board (TNEB) to increase the contracted 

demand from I I 0 KV A. to 250 KV A. due to construction of new buildings for 

accommodating several departments(n' during 1980 and 1985. The increased demand 

was sanctioned by TNEB in December 1985, but was later cancelled in May 1988 due 

to non-payment of additional security deposit to TNEB. While according revised 

sanction in May 1988: TNEB wanted TMCH to complete the improvement works of 

the hospital first. When TNEB requested (July 1989) Dean to obtain a Safety 

Certificate from Chief Electrical Inspector to Government (CElG), Dean asked 

(August 1989) PWD to obtain the Safety Certificate. PWD stated that as informed by 

CEIG in October 1994, no Safety Certificate was necessary for the additional 

contracted demand. The additional demand was given effect to in January 1995. 

However, no n-requirement of the Safety Certificate was informed to Dean by PWD 

only in March 1995. 

Pending sanction of increase in the contracted demand, penal charges 

for consumption of power, over and above the contracted demand of 11 0 KV A. was 

paid by Dean, which worked out to Rs.4.24 lakhs for the period from October 1985 to 

September 1996. Thus, failure on the part of the department to ascertain requirement 

or otherwise o f the Safety Certificate and insistence of such certificate by TNEB, led 

to delay in getting the increase in contracted demand which resulted in avoidable 

expenditure of Rs.4.24 lakhs. 

The hospital was also paying compensation charges t~ TNEB as the 

power factor fell belqw the permissible limit of 0.90 lag due to non-installation of 

suitable capacitors, which resulted in avoidable payment of Rs. 1.27 lakhs fo r the 

period from June 1994 to September 1996. 

Government generally accepted the facts and replied (October 1996) 

that the irregular demand by TNEB for safety certificate had resulted in the avoidable 

expenditure. 

(aJ Maternity block. Children's ward. Accidenl and Emergency ward. In tensive Care 
Unjt. central air conditioning to the operation theatre and room air conditioners in the 
blood bank, Nurses training school and hostel. Multipurpose Hea lth Workers training 
school and hostel , etc. 
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HOUSING AND URBAN DEVELOPMENT DEPARTMENT 

3.14 Tamil Nadu Urban Development Project - Transport Component 

3.14.1 Introduction 

Tamil Nadu Urban Development Project is a World Bank aided Project 

implemented in the State from September 1988 with an outlay of Rs.632 55 crores. 
Though the programme was scheduled to be completed by September 1996, an 
extension of one year was given by World Bank. Implementation of 

4 components 1 of the programme was reviewed in Audit during September 1994 to 
June 1995 and comments in respect of 3 components (Land Development (LAND), 
Slum Improvement Programme (SIP) and setting up of Mupicipal Urban Development 
Fund (MUDF) and its management) were included in Para 3 .14 of the Report of the 
Comptroller and Auditor General of India fo r the year ended 3 I March, 1995 (Civi l) 

Government of Tamil Nadu. Results of review of two components viz. Transport and 
Traffic Management Programme (TRAMP) and Pallavan Transport Corporation 
(BUS) are included in this review. 

3. 14.2 Organisational set up 

Responsibility fo r planning, administration and financing of TRAMP 

and BUS was vested with a number of agencies as given below : 

Name of the 
Component 

(i) TRAMP 
(a) Roads and 

Bridges 

(b) Accident 
Management 
and Emergency 
Medical Ser-
vices (AME MS) 

(c) Traffic 
Management 

(ii) BUS 

Implementing department/ 
agency of the Government 

Chief Engineer of Highways 
and Rural Works Department 
(HRW -TNUDP) 
Director of Medical 
Education (DME) 

Director General of 
Police (DGP) 

Pallavan Transport 
Corporation (PTC) 

Administrative 
department 

Public Works 

Hea lth and Family 
Welfare (HFW) 

Home 

Tra nsport 

Abbreviations used in this review arc listed in the glossary at Appendix XV (Page 250). 

1. Land Development (LAND), Guided Urban Development (GUD) Slum Improvement 
Programme (SIP) and Setting up of Municipal Urban Development Fund (MlJDF) 
and its 'llanagemenl. 



88 

An Empowered Committee (EC) with Chief Secretary as Chairman was 

constituted in April 1988 for taking policy deci sion on major 1:>sues. A Project 

Management Group (PMG) with Secretary, Housing and Urban Development 

Department as Chairman and Member Secretary of 1' 1adras Metropolitan Development 

Authority (MMDA) as ex-officio Secretary to PMG was formed as nodal agency to 

liaise with Government of Tamil Nadu (GTN), Government of lndia (GOI) and World 

Bank in all matters connected with the 11roject besides to guide, co-ordinate, monitor 

and forecast the project expenses and to claim reimbursement of expenditure from 
World Bank. 

3.14.3 Audit Coverage· 

Implementation of the above components was reviewed by Audit 

during September 1994 to June 1995 and information collected were updated during a 

review conducted in June and July 1996. Records relating to 1988-89 to 1995-96, 

maintained in Government Secretariat (Public Works; Health and Family Welfare; and 

Home Departments), offices of PMG, Chief Engineer, three Superintending Engineers 

(SEs) and six divisions of Highways Department - TNUDP, DME, CE (Buildings), 

Public Works Department (PWD), two divisions of PWD (Buildings), DGP and PTC 

were reviewed. Results of the review are contained in the succeeding paragraphs. 

3.14.4 Highlights 

Inadequate design and site-investigation, inadequate staff, 

inadequate planning of schedule for execution of work, non-acquisition of land 

in time and lack of co-ordination among various executing agencies resulted in 

cost over-run to the extent of 2 to 96 per cent in 16 works out of 36 works taken 
up. 

(Paragraph 3.14.5.2) 

Despite introduction of a special clause in tender conditions 
in September 1991 to neutralise cost escalation, in 38 per cent of cases, the tender 

p1·emium exceeded the maximum quoted rates, prior to adoption of this clause. 

(Paragraph 3.14.5.3) 

Delays in approval of tender proposals by Government of 

Tamil Nadu resulted in extra liability of Rs.63.13 lakhs in 11 works on account of 
cost escalation. 

(Paragraph 3.14.5.4) 
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Failure of Government to finalise the tender for the work of 

'forming the northern segment of inner ring road' within the validity period 

resulted in extra liability of Rs.1.59 crores. 

(Paragraph 3.14.5.5) 

Defective evaluation of tender proposal of the work of 

widening of inner ring road in Chennai City resulted in extra liability or 
Rs.3.07 crores. 

(Paragraph 3.14.5.6) 

Defective execution of agreement in respect of price 

variation clause for the work of widening of inner ring road in Chennai City 
resulted in avoidable extra expenditure of Rs.57.56 lakhs. 

(Paragraph 3.14.5. 7) 

Excess payment of Rs. l.14 crores in two works due to 

injudicious entrustment of substituted items of works at exorbitant rate, 

incorrect computation and inadmissible payment on price variation was noticed. 

(Paragraph 3.14.5.8) 

Non-observance of standard specifications by Highways 

and Rural Works Department resulted in avoidable extra expenditure of 

Rs.57 .85 lakhs. 

(Paragraph 3.14.7) 

Injudicious decision to entrust additional quantity of jungle 

clearance work to the main contractor in two works resulted in avoidable 

expenditure of Rs.17 .63 lakhs. 

(Paragraph 3.14.8) 

Even after incurring an expenditure of Rs.2.06 crores on 

infrastructure for improving road service, two works could not be put to 

beneficial use due to non-completion of inter-related bridge/road works. 

(Paragraph 3.14.9 (i)) 
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Delays in shifting service utilities resulted in additional 

expenditure of Rs.53 lakhs towards cost escalation in construction of three road 

over bridges. 

(Paragraph 3.14.12(a)) 

Buildings constructed at the cost of Rs.1.74 crores for five 

casualty receiving stations and referral centre under the sub-component 
'Accident Management and Emergency Medical Services' were not put to use 

due to non-provision of infrastructure. Sixteen vehicles procured at the cost of 

Rs.44.39 lakhs were kept idle. 

(Paragraphs 3.14.17 (a) and (c)) 

Non-completion of construction of 6 depots proposed under 

BUS component resulted in non-accrual of financial benefit of Rs.2.24 crores to 

Pallavan Transport Corporation. Failure of Government of Tamil Nadu to 

release funds to Pallavan Transport Corporation through budget provision and 

delay in discharging liability of Pallavan Transport Corporation towards a loan 

resulted in avoidable extra expenditure of Rs.2.57 crores on account of payment 

of interest at higher rates and interest tax, besides accrual of further liability of 
Rs.97.23 lakhs. 

(Paragraph 3.14.18) 

3.14.5 Transport and Traffic Management Programme (TRAMP) 

3. 14.5.1 Main objective of this component was to improve the identification and 

implementation of cost effective urban road and traffic management schemes through 

construction and improvement of roads, bridges, signals and pedestrian facilities with 

an initial outlay of Rs. 100.30 crores (priced as on I October, 1987). This component 

had 3 sub-components viz. Road and Bridges Projects, Accident and Emergency 

Medical Services (AMEMS) and Traffic Management. 

3. 14.5.2 Road Project 

World Bank approved 40 schemes2 during October 1988 to February 

1995 at an estimated cost of Rs.177.43 crores under this component. Against 

technical sanction of Rs. 153. 78 crores issued during December 1988 to July 1995 fo r 

36 works, an expenditure of Rs.154.66 crores had been incurred as of March 1996. 

Widening <1nd improvement of roads. provision of service roads. pedestrian facilities 
and cycle tracks. construction of causeways, bridges. road over/under bridges. 
forming of by-pass roads and installation of traffic signals. 

f -
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Status of these works as of March 1996 under this sub-component was 

as indicated below : 

Number of works for which 
administrative approv<d was 
given by GTN (during 
November 1988 to August 1995) 

Number of works taken up 
(during Apnl 1989 to 
September 1995) 

Number of works completed 
(during November 1991 
to November 1995) 

Number of works not completed 
(on schedule 12: beyond sched
ule - 5: Tender finalised - 5) 

Number of works not commenced 
(for want of <1pproval of World 
Bank - 1. Estimate to be revised - 3) 

-to 
(Administrat ive cost 
Rs. 150.0-t crores) 

36 

14 
(Cost : Rs.55 .17 crores) 

22 

Test-check of records of PMG/CE relating to 34 works revealed delay 

of 3 to 7 1 months in according technical sanction (26 cases), 2 to 29 months . in 

in viting tenders (7 cases) and 2 to 26 months in finali sation of tenders (29 cases) . 

Main causes for the delay in execution of 36 works taken up were inadequate design 

and site-investigation, inadequate staff, inadequate planning of schedule fo r execution 

of work, no n-acqui sition of required lands before commencement of works and delay 

in acquisition of land due to lack of co-ordination between Highways and Rural 

Works (HRW) Department, service departments and land acquisiti on autho rities, 

delayed execution of connected works like railway over bridge and relocation of 

electric lines, water supply pipe lines, sewerage lines by o ther agencies like Tamil 

Nadu Electricity Board (TNEB), Tamil Nadu Water Supply and Drainage Board 

(TW AD), etc. The inordinate delays resulted in cost over-run to the extent of 2 to 96 

per ce11J in 16 works (9 completed works and 7 works in progress). 

World Bank had repeatedly through their aide memoires commented 

that in all components, the top management of objectives had been weak which was 

hurting implementation and procurement, raising costs and diminishing benefits and 

quality of project-funded infrastructure and services. GTN was required to develop by 

December 1994 and implement by February 1995, proposals to strengthen PMG, Chief 

Management Committee (CMC) and management of implementation agencies. 

Records did not indicate any follow-up action in thi s regard. 

2/24-16a 
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3. 14.5.3 System of tendering and award of contract 

To make tenders more competitive, World Bank recommended 

(November 1990) for providing an escalation clause in tenders to compensate the 

bidders on account of increase in cost of labour, general materials, Petrol Oil and 

Lubricants (POL) and special materials from the closing date of tender and orders 

were issued accordingly by GTN in September 199 1. Tender premium continued to 

be high and even exceeded the maximum quoted rates prior to adoption of escalation 

clause in 38 per cent of cases. Chief Engineer - Highways (CE(H)) had also observed 

that tender premium (52 per cent) for one work quoted under TNUDP was 

abnormally high as compared to same type of work executed in adjacent areas under 

National Highways Programme (24 per celll) and on re-tender, premium was reduced 

to 24 per cent. No action was taken by HRW Department for calling for re-tender in 

all the 9 cases wherein such high tender premium was quoted . It was observed that in 

4 cases, re-tenders called for resulted in finalisation of tenders with lesser premium. 

Further, response for tender calls was also limited in 12 out of 22 tender calls as only 2 

bidders participated out of 2 to 8 pre-qualified contractors. Considering poor 

response from the pre-qualified bidders, possibility of formation of cartel could not be 

ruled out. But, reasons for higher rate of tender premium as well as poor response for 

the works under TRAMP were not examined by PMG, HRW Department or GTN. 

3. 14.5 .4 Finalisation of tender 

GTN ordered in May 1982 that tender proposals should be evaluated 

within 22 days and in case where Government sanction was required, the tender 

should be finalised within one month from the date of receipt at Government level. 

However, in 22 works, there were delays of 2 to 26 months3 in finalisation of tenders 

and one to 15 months4 in approval of proposals by Government in 20 cases. The 

delays had resulted in extra liability of Rs. 63 . 13 lakhs in I I of these works on account 

of compensation for escalation in cost of labour, material, etc. 

Main reasons for the delays were (a) inadequate staff to process the 

tenders; (b) defective evaluation of tenders by departmental authorities requiring 

further clarification/ rectification of tenders; ( c) reluctance of World Bank to clear 

tender proposals due to persistent delay in execution of works already approved and 

due to delays in bid evaluation by Government; and (d) abnormal delay by 

Government in approval of the lowest evaluated tenders. 

1 to 5 months - 3 cases. 6 to I 0 months - 15 cases. I 0 to I .'i months - 2 cases. 16 
mo11ths and above - 2 cases. 

I to 5 months - 16 cases, 6 to I 0 months - 3 cases. IO to 15 months - I case. 

• 



• 

93 

3. 14.5.5 Delay in finalisation of tender within validity period 

Tenders were called for in June 1990 by SE. Chennai from 14 pre

qualified contractors for the stretch from kilometre (km.) 2 1/2 - km.25/6 in the work 

'Forming the northern segment of Inner Ring Road (IRR) from km. 17/5 to km.25/6 to 

meet Tiruvottiyur - Ponneri - Panjatti (TPP) Road at km.5/2 and improvement to TPP 

road from km. 5/2 - km.4/6 in Chennai city' fixing the last date for receipt of tenders as 

27 June, 1990. The lowest evaluated tender for Rs.3.05 crores with validity upto 23 

December. 1990 was recommended (August 1990) to GTN by PMG. As the tender 

was approved by GTN only on 26 December 1990, the contractor failed to execute the 

agreement. Fresh tenders were invited in September 199 1 and the lowest bid of 

another contractor for Rs.4 .64 crores was approved in April 1992 by Government. 

The work which commenced in May 1992 had not been completed as of March 1996 

and an expenditure of Rs.5.73 crores was incurred (March 1996). Failure to finali se 

the tender within the stipulated validity period of the tender resulted in avoidable extra 

liability of Rs. I. 59 crores. 

3. 14.5.6 Defective evaluation of tender 

The lowest competitive tender of a contractor for Rs.5.64 crores at 

9.38 per cent above estimated value put to tender for the work of Widening of Inner 

Ring Road from km. 11/720 to km. 17/450 in Chennai city was recommended by CE 

(December 1991) for rejection on the ground of "Unworkable rates". But, World 

Bank did not agree (January 1992) to this proposal as no imbalances were apparent for 

substantial items. CE accordingly recommended (February 1992) the tender to GTN 

for acceptance. However, GTN requested (September 1992) PMG to approach 

World Bank for agreeing to invite fresh tender on the ground that the rate quoted was 

unworkable, that it was the first major work to the tenderer and in public interest. 

But, the request was declined (November 1992) by World Bank reiterating its earlier 

views. The work was finally awarded (November 1993) to the same contractor for 

revised value of Rs.8.71 crores as the validity of original offer had expired. As the 

lowest bidder had been successfully pre-qualified, the apprehension of Government 

regarding his capacity for execution being the first major work was not tenable. Thus, 

the defective evaluation of the tender proposal resulted in extra liability of Rs.3 .07 

crores. 

3. 14.5 .7 Incorrect payment towards price variations 

Revised offer of contractor ' A' for Rs.8. 71 crores for executing the 

work "Widening the Inner Ring Road from km. 11 /720 - km.17/450 in Chennai city" 

(referred to at paragraph 3.14.5.6) was accepted by GTN in November 1993 . While 

revising the offer, the contractor agreed for operation of price variation from the date 

of revised offer (viz. 28 January, l 993). But, in the agreement executed by SE in 
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November 1993 and the subsequent addendum on 29 April, 1995, effect of price . • 

variation clause was given from the closing date of original tender (31 July, 1991) 

instead of from the date of revised offer. The work, which commenced in January 

1994, was in progress. The defective execution of agreement had resulted in an 

avoidable liability of Rs.65.92 lakhs towards price escalation. No responsibility was, 

however, fixed on any official in this regard. The extra expenditure incurred on this 

account upto June 1996 worked out to Rs.57.56 lakhs. 

3. 14.5.8 Execution of works - Overpayment to contractors 

Audit scrutiny revealed overpayments amounting to Rs. I .14 crores in 

two works due to incorrect computation and inadmissible payment for price variation 

as detailed below: 

(a) Construction of bridge at km.2/2 across Adyar river in Chennai 

For the superstructure of a bridge at km. 2/2 across Adyar river under 

this work, the agreement contemplated pre-tensioned pre-stressed concrete beam. 

However, during the course of execution of the work, the contractor proposed (July 

and August 1992) construction with post-tensioned pre-stressed concrete beam at no 

extra cost. Revised design was approved by CE(H), TNUDP (October 1992) subject 

to the condition that no extra cost would be paid on account of changes and that the 

rates for capping the beam and bearing would be the same as specified in the contract. 

Though size and shape of the capping beam did not undergo any change, quantities 

of major items of work like concrete PCC beams, supply and fabrication of high 

tension (HT) strand and mild steel were considerably reduced . According to the actual 

quantities executed as per revised design, the amount payable for these works was 

Rs.1 .07 crores. But, payment was made for Rs. 1.59 crores for the quantities 

contemplated in original design resulting in overpayment of Rs.52.56 lakhs. 

Intermediate payments made for the above work included escalation in 

cost of steel and cement with reference to market rates prevailing then. In the running 

account bill (RAB) paid in October 1994, covering payment for regularising the 

payment for lumpsum amount of Rs. l . 59 crores, escalation charges for mild steel had 

been computed as Rs.34 . 78 lakhs even though escalation charges, aggregating 

Rs.22.47 lakhs payable on mild steel utilised for the whole work including 

superstructure had already been included in the earlier RAB paid between July J 993 to 

October I 994. The incorrect computation had resulted in overpayment of Rs . 12.3 I 

lakhs to the contractor. Similar excess payment of Rs.5 .53 lakhs was observed in 

respect of HT strand and cement. 
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Sub-works relating to provision of permanent MS linear for piles and 

anti-corrosive treatment to reinforcements were awarded to the main contractor of the 

above work as additional items through supplemental agreement executed in May 

1994. Rates for the above two sub-works were accepted in May 1992 at the rates 

quoted by the contractor in April and May 1992 .. Neither the supplemental agreement 

nor the offer of the contractor contemplated payment for escalation except for 6 mm 

thick MS plates above Rs. 13,000 per metric tonne (MT). However, while computing 

the escalation in respect of general material s, labour, POL, increase had been allowed 

for quantities covered by the Supplemental Agreement also resulting in overpayment 

of Rs. 9. 03 lakhs to the contractor. 

Escalation charges for cement and steel were not restricted to actual 

requirements as per the specification in the agreement resulting in overpayment of 

Rs.4.29 lakhs in the above work . 

Tender schedule as well as agreement for the above work contemplated 

use of ordinary ce!nent and basic rate was stipulated as Rs.2,040 per MT. However, 

the contractor was allowed to use super grade cement and it resulted in increased 

escalation. 

In respect of HT strand and MS plates in the above work, due to 

payment of escalation on prices inclusive of taxes instead of prices excluding taxes as 

required under the agreement, there was excess payment of Rs.5.66 lakhs. 

(b) Improvement to Tuticorin - Tiruchendur Road in Tuticorin 

According to agreement for the work, the contractor was eligible for 

price variations in cost of labour, material, POL, etc. after 12 months from 

17 August, 1990 (the date of closing of the tender). Base cost indices of prices would 

be those ruling on the date, 12 months subsequent to closing date of tender. Further, 

if 30 days prior to the latest date for submission of tender, there occur any changes 

due to legislation or ordinance, the contract price be adjusted accordingly. 

In November 1991 , the contractor demanded payment of escalation in 

cost from the closing date of tender stating that due to Gulf war, a surcharge of 2 S per 
cent was levied by GOI on petroleum products through an ordinance in October 1990. 

The request of the contractor was accepted and payment made accordingly allowing 

escalation charges on fuel , labour and material fro1n the closing date of tender. It was 

observed that as the ordinance related to increase in cost of petroleum products only, 

for which the increase had been neutralised from the closing date, escalation charges in 

respect of labour and general material would be payable only after 12 months i.e. 17 · 

August, 1991 . The irregular payment, disregarding tender conditions, resulted in 

excess payment of Rs. I 1.26 lakhs to the contractor. 



While computing escalation charges for August 1992 for bitumen and 

cement, current prices had been adopted as Rs.4, 717. 16 per MT and Rs.2,420 per 

MT, including taxes, as against the prevailing selling rates (including taxes) 

Rs.3,873.43 per MT as certified in respect of bitumen and Rs.2,200 per MT for 

cement by IOL/TANCEM . The incorrect computation resulted in excess payment of 

Rs. 13 . 07 lakhs. 

3. 14.6 Irregular payment to the contractor 

For two works5, while granting extension of time for completion, 

Divisional Engineer (DE) rejected persisting (till April/ August 1992) claims of the 

contractors for escalation in cost as baseless. However, on reported re-examination 

(at the instance of SE in one case), DE reco mmended the claims for escalation in 

January 1993/November 1992 which were approved by SE and payments made 

accordingly to the extent of Rs. 77. 62 lakhs. No reasons were recorded for reversal of 

the decision . The sanctions of SE were not acceptable to CE as it had conferred 

unintended benefit to the contractors. The irregular payments were yet to be 

recovered. 

3.14. 7 A voidable extra expenditure 

An avoidable extra expenditure of Rs.57.85 lakhs in respect of 3 1 

works test-checked was noticed due to non-observance of the standard specifications 

by HR W Department as detailed below: 

(a) The work of "Improvement to Ukkadam by-pass road, Coimbatore" 

involved improvement to existing pavement, besides widening the road to a width of 

over 12 .2 metres with carted earth. The widened portion of the road was designed for 

a pavement thickness of 690 mm. taking into account the California Bearing Ratio 

(CBR)6 value of the sub-grade of the road at four . However, as sub- base was 

provided with carted earth with CBR value of not less than 5, the pavement thickness 

of 670 mm. required as per Indian Road Congress (IRC specification 37/ 1984) would 

have been sufficient. The execution of pavement for a thickness of 690 mm. had 

resulted in extra expenditure of Rs.9.60 lakhs. 

(b) The work of "improvement to Marmalong Bridge to Irumbuliyur Road 

from km. 6/0 - km. 21/2", involved widening of the pavement of the road and 

strengthening the existing carriageway. Based on assessed traffic range of 9 12 

commercial vehicles per day and technical requirements under IR(: specification 

5. (i) Widening and st rengthening the existing road of NH 45 from km. 12/4 to km.15/4 

(ii) Widening and strengthening the existing IRR from km.8/615 to km. l l /720. 

6. The ratio expressed in percentage of the strengtJ1 of the sub-grade soil on which the 
road has to be laid lo tlle strength of a standard material kept for the purpose. 

• 
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37/1984, semi-dense carpet (SOC) of 20 mm. would be sufficient along with other 

typ~s of layers for achieving the extra thickness of pavement required . However, SDC 

had been provided for 25 mm. thickness resulting in extra expenditure of Rs.12.34 

lakhs in respect of reaches km.6 to km. 11 and km.14 to km. 2 1. 

(c) The work "Widening of six lanes including strengthening the existing 

carriageway in km. 12/4 to km. 15/4 of National Highways 45" was designed for 27 

million standard axle (MSA) capacity with overlay on existing carriageway to a 

thickness ranging from 95 mm. to 110 mm. with Dense Bituminous Macadam (DBM) 

and asphaltic concrete (AC). According to standard specification laid by lRC 

specification 37/1984, a road designed for 20 MSA to 30 MSA should be provided 

with pavement of I 00 to I 15 mm. thick DBM and 40 mm. thick AC. But, the existing 

carriageway was strengthened with DBM to a thickness of I 15 mm. and AC with 40 

mm. thickness (total thickness of 155 mm.) as against the requirement of 110 mm. 

(maximum). Thus, laying of DBM for a thickness of 11 5 mm. as against the required 

thickness of I 00 mm. contemplated in Ministry of Surface Transport (MOST) 

specification resulted in an avoidable expenditure of Rs. 14. I I lakhs. 

(d) Specification for Water Bound Macadam (WBM) work issued by IRC. 

MOST in its second revision in February 1988 envisaged reduction in quantity of 

blindage material by 0.12 per cubic metre for every cubic metre of finished item of 

WBM compared to the provision of earlier specification. Failure of the HRW 

Department to adopt the revised specification for WBM work while preparing the 

estimate and tender schedule had resulted in an avoidable extra expenditure to the 

project of Rs. 11 . 15 lakhs in respect of 16 works in 6 divisions. 

(e) Specification for the work of widening and improving Tuticorin

Tiruchendur road from km.1 /4 to km. 8/4 provided for formation of embankment in the 

widened portion with earth obtained from berm and shoulders of the existing road . 

Soil test conducted (May 1991) by HR W Department confirmed the suitability of the 

soil for formation of embankment. However, only 7851 .68 cu.m. out of 18737.54 

cu.m. of earth excavated was utilised and the balance requirement was met with carted 

earth valued Rs.17. 12 lakhs. 

According to clause 4. 1.3 . of IRC specification 37/ 1984, a capping 

layer of 15 cm. thick sand blanket is necessary over the subgrade in case the CBR 

value of subgrade soil is Jess than 2 . But, HRW Department had provided in the 

above work a sand blanket of 15 cm. thickness with river sand having CBR value I 0 

for the entire reach besides an additional layer of 15 cm. thickness between 

km. 4/0 and 6/6 even th<;mgh the entire subgrade and shoulders were formed with 
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carted earth having CBR value of greater than I 0. The extra layer of sand blanket 

provided by HRW Department for a value of Rs.4 .33 lakhs (Quantity 541 2.23 cu.m.) 

was superfluous and avoidable. 

(f) Extra expenditure of Rs.6.32 lakhs was incurred on I I road works due 

to smoothening of exposed concrete surfaces, though this was not provided in the 

specification of MOST and such work was not all owed by the department earlier. 

3.14.8 A voidable extra expenditure on additional items of work 

While technically sanctioned estimate of the work "Formation of 

Northern Extension of IRR from km. 17/5 to km.25/6 to meet Tiruvottiyur - Ponneri -

Panjatti Road at km.5/2 and Improvement to TPP road from km.5/2 to km.4/6" 

provided for clearing light jungles for a quantity of 71 ,400 sq.m., actually a quanti ty of 

l.96 lakh sq.m. was executed through the main contractor at the rate of Rs .15 per 

sq.m. against the departmental rate of Re .0.85 per sq.m. According to CE (May 

1993), additional quantity of jungle clearance could have been executed independently 

either by the department or through separate agencies. But, SE had entrusted the 

work to the main contractor without any consideration for economy. This resulted in 

avoid'1ble extra expenditure of Rs. 17 .63 lakhs. 

3.14.9 

(i) 

Unfruitful expenditure 

Infrastructure created at the cost of Rs.2.06 crores under the works (a) 

"Widening fRR in Chennai city km.8/6 15 to km. 11 /720 including widening the bridge 

at km.8/8" and (b) "Forming of by-pass road at Tirunelveli including construction of a 

bridge across the river Tamiraparani" could not be put to beneficial use for over two 

years due to non-completion of inter-related bridge/road works though an expenditure 

of Rs.5.02 crores had been incurred upto March 1996 on the incomplete works. 

(ii) The work of "Improvement to T iruchendur road at Tuticorin" was 

sanctioned (October 1990) for Rs.3. 05 crores to minimise the traffic congestion on the 

road and to increase the level of service by widening the bridge and the road. The 

road portion was completed in March 1993 at an expenditure of Rs.3 .3 1 crores. The 

widening of bridge portion could not be taken up as it was found to be weak and 

needed to be re-constructed. Non-completion of the bridge work proved to be a 

bottleneck affecting free flow of traffic . 

3.14.10 Defective execution of work 

The works on widening and strengthening of IRR km.0/0 to km.4/475, 

km.4/475 to km.8/6 15 and km.8/6 15 to km. 11/720 were completed in September 

1993, November 1993 and December 1992 respectively at the cost of Rs.7. 57 crores. 

After inspecting these works in August 1992, World Bank Mission observed that 

quality of execution of work was poor. Director, Highways Research Station (HRS) 

• 
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who was required to test the work confirmed (May and July 1993) deficiencies, both 

in total thickness of pavement and individual layers, poor quality of binding material 

used, inadequate surface drainage and uneven level of pavement surface etc. The test 

report indicated lack of adequate supervision by departmental officers . The defects 

were rectified (October 1993) at an extra cost of Rs.19 .46 lakhs in the reach km.8/615 

to km. I I /720. 

3. 14.11 A voidable payment of shifting charges 

While according permission to service departments or private firms for 

laying pipelines across road, Highways Department specifies a condition that when 

any improvements on roads are carried out subsequently, the service departments/ 

private firms should remove pipelines at their cost. Failure to stipulate such a 

condition by the Chennai Corporation had resulted in avoidable payment of Rs.21 .22 

lakhs to Government in getting pipelines of Indian Oil Corporation ( IOC) shifted 

which fell in the alignment of Road Overbridges (ROBs) proposed to be constructed in 

North Beach Road at Royapuram. 

3.14.12 Lack of co-ordinated action from service departments 

(a) Test-check of records disclosed that delays on the part of service 

departments like TNEB, etc., in shifting service utilities resulted in grant of extension 

of time for construction of 3 ROBs under the work of improvement of Pudukkottai 

Road and consequential additional expenditure of Rs.53 lakhs to the contractor 

towards cost escalati on. 

(b) Delay of over two years in obtaining permission of Rail ways fo r doing 

works on their land resulted in suspension (June 1992) of the road portion of the work 

of "Reconstruction of ROB at km. 195/10 of Cuddalore - Chittoor road at Vellore" 

entrusted to a contractor in July 1991 at the cost of Rs.92. 18 lakhs after incurring an 

expenditure of Rs.24.30 lakhs. When the contractor was requested (May 1994) after 

obtaining permission of Railways (March 1994) to resume the work, the contractor 

demanded termination of contract. The contract was terminated in February 1995 and 

the balance work of Rs.67.88 lakhs was entrusted to another contractor in September 

1995 at the cost of Rs.1.07 crores. The extra liability would be Rs.38.92 lakhs . 

(c) The work of "Improvements of Ukkadam by-pass road from km.0/0 -

km.3/2 in Coimbatore" contemplated replacement of an existing level crossing with 

Railway Underbridge (RUB). Though the work of widening and improvement to the 

by-pass road was completed (June 1995) at the cost of Rs.3. 15 crores, the work 

relating to RUB was yet to be taken up by Railways as estimate for R UB was yet to 

be approved by Government/World Bank. Because of this delay, estimate for RUB 

and fo1mation of approaches had to be revised to Rs.4.89 crores as against lumpsum 

- / :. 
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prov1s1on of Rs.1.37 crores in the original estimate. World Bank had indicated 

(September 1994) that economic viability of RUB would need independent scrutiny. 

Due to non-construction of RUB, the objective of free flow of vehicles and avoidance 

of delay near the level crossing due to frequent closure of railway gate could not be 

achieved even after spending Rs.3. 15 cror~s . 

3.14. 13 Unauthorised payments 

According to Section 17 of the Indian Telegraph Act (Act) 1885 and 

clarification issued by the Ministry of Law of GOI, Telecommunication Department 

was required to bear . cost of shifting of cables, posts or any installations due to 

widening or improvement of road. However, in contravention of provisions of the 

Act, HR W Department had made an advance payment of Rs. 51 . 79 lakhs to 

Telecommunication Department during 1990-9 1 to 1994-95 for shifting cables and 

other installations in 13 works. 

3.14.14 Unintended benefit to Tamil Nadu State Construction 
Corporation 

According to guidelines issued by World Bank, Tamil Nadu State 

Construction Corporation (TNSCC), a State Government Undertaking was to be 

treated on equal footing with other contractors. This condition was brought to the 

notice of GTN in January 1991. However, HRW Department paid to TNSCC in 

February/March 1993 work advances aggregating Rs.1.44 crores for three works, 

though such advances were not contemplated in the agreements. Due to non

resumption of work, the contract for the work of forming by-pass road in Tirunelveli 

was terminated in February 1996 and the work of widening the brjdge across river 

Coovum at km.8/8 Inner Ring Road in Chennai city was terminated in March 1996. 

Work advance: of Rs.80.48 lakhs and material advance of Rs.9. 11 lakhs paid in the 

year 1993 had not been refunded by TNSCC (June 1996). 

Liquidated damage ofRs.13 .83 lakhs imposed on TNSCC for the work 

of forming by-pass road in Tirunelveli had not been levied (June 1996). 

3.14.15 Advance payment 

(i) Premature payment of advances to various implementing agencies for 

acquisition of land, construction of railway bridges, lighting arrangements, shifting of 

service lines etc. , had resulted in locking up of project funds to the extent of Rs. 7 62 

crores for periods ranging from 20 months to 7 years as indicated below: 

.. 
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Name of Name of Amount of Remarks 
Department/ work advance 
agency pending 

(Rupees 
in lakhs 

Revenue Formation and 167.00 
improvements 
to Southern Payments made in March 1995 for 
Sector lRR land acquisition was not warranted 
at Chennai as no demand or award had been 

received. Acquisition process at 
preliminary stages only 

Defence Widening NH 50.00 (March 1996). 
45 from km.12/4 
to km.15/4 

Railways Construction of 88. 14 Though advance was paid during 
ROB in Dindigul August - November 1990, the work 
road. Madurai had not been started for want of 

approved design. 

Construction of 150.00 Advance paid in January 1989. 
RUB in Big Bazaar The work was yet to be started. 
street, Coimbatore 

Construction of 228.13 Paid during December L 99 1 and 
ROB in Karur. August 1994. Work commenced 
Salem by-pass only in March 1996. 
road. Trichy 
at km.0/4 
Erode - Kangeyam 
Road 

Corporation Providing light- 31.57 Advances paid during November 1990 
or Chennai ing arrange- to January 1994 were premature as 

ments on the bridge works were yet to be 
~ 3 bridges at completed. 

Royapuram, 
Guindy and 
Northern sector 

TNEB Improvements 47.32 The advance was paid in August 
to Mannalong 1994 for shifting electrical posts. 
bridge - lamp posts, transformers etc. The 
I rumbuliyur improvement works had been 
Road completed even without the 

shifting. 

Total 762.16 



102 

(ii) Scrutiny of records also disclosed that unutilised amount of 

Rs. 74.48 lakhs was yet to be got refunded by various implementing agencies though 6 

works for which advances were paid had been completed . 

3.14.16 Evaluation of road projects under TRAMP component 

Final report given (July 1995) to PMG on the study carried out on 

implementation of TRAMP by a consultant on the recommendation of World Bank for 

objective check on compliance of the scheme disclosed that basic project objectives 

were not achieved as evidenced by non/inadequate provision for foot path, lighting 

arrangements, plantation, traffic signals, bus bays, making roads fo r s.low moving 

vehicle traffic and poor quality of construction and inadequate maintenance of 

completed works. 

3.14.17 Accident Management And Emergency Medical Services 

With a view to providing prompt medical aid to victims of road 

accidents in Chennai city, a proposal for a comprehensive scheme fo r Accident 

. Management and Emergency Medical Services (AMEMS) was approved for Rs.5.56 

crores by GTN in November 1990. Revised administrative approval for Rs.1 1.25 

crores was accorded by GTN in July 1995 due to cost escalation and additional 

requirement. The scheme envisaged establishment of casualty receiving stations 

(CRS) at Government peripheral hospitals at Anna Nagar, K.K. Nagar, Tondiarpet 

and Perambur and at Government Hospital, Saidapet, strengthening of referral 

centres at 3 city hospitals (Government Royapettah Hospital (GRH), Insti tute of Child 

Health and Hospital for Children and Kilpauk Medical College Hospital), 

establ ishment of one Ambulance Training Institute at Government General Hospital 

with a vehicle and a Central Ambulance Training Organi sation with 15 vehicles and 

establishment of wireless communication system. An expenditure of Rs.2.90 crores 

had been incurred upto March 1996. 

(a) Casualty receiving stations and Referral centres (CRS) 

Buildings for all the 5 CRSs were completed at the cost of Rs. 1.32 

crores and handed over to the department between September 1993 and January 1995_ 

However, 4 of the CRSs could not be utilised fo r want of equipment and non-sanction 

of staff The building at K.K. Nagar was not put to use due to non-sanction of 

requisite medical staff, non-installation of gas pipeline and non-provision of air

conditioning (NC) facilities. Buildings for two referral centres taken up in February 

1992 and July 1994 were yet to be completed. The referral centre (cost : Rs.4 1. 55 

lakhs) in GRH taken over in October 1993 could not be made functional due to non

installation of air-conditioners. 
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{b) Purchase of equipment 

Though tenders for purchase of equipment were finalised in August 

1993, no financial provision was made during 1993-94 as the buildings were not ready. 

Fresh tenders called for in September to November 1995 were also cancelled, reasons 

for which were not on record. Government stated in June 1996 that equipment would 

be procured through Tamil Nadu Medical Services Corporation. 

(c) Ambulance Training Organisation and Ambulance Training Institute 

Ambulance Training Institute was established at Government General 

Hospital, Chennai in Jap.uary 1994 at the cost of Rs.33 lakhs. Sixteen vehicles, 

procured at the total cost of Rs.44 .39 lakhs for the ambulance training organisation 

and the institute, were kept idle pending fitting of medical equipment, wireless 

equipment etc., in those vehicles. Proposals sent in April 1996 for purchase of 

equipment at the cost of Rs. 97 lakhs were yet to be approved by PMG and 

Government (June 1996). Syllabus for ambulance training course was yet to be 

approved by Government. 

Out of 12 posts of staff proposed as required for Ambulance Training 

Institute by DME in July 1990, GTN had sanctioned (June 1993) only 5 posts. Of 

these 5 posts, only 3 posts (one post of Professor, Assistant Professor and Nursing 

Tutor) were filled up during January 1994. Government stated (March 1996) that 

since the Training Institute had not started functioning, the staff were being utilised in 

Government General Hospital to the best advantage of the hospital. However, the 

objective of the establishment of ambulance training organisation envisaged under 

TNUDP was still to be achieved even after utilisation of IDA loan assistance of 

Rs . 79.39 lakhs. 

(d) Wireless Communication System 

Location for the establishment of wireless communication system was 

identified only in March 1995. Administrative approval for the proposed building 

(Rs. I 0 lakhs) and equipment (Rs.30 lakhs) was awaited from Government (June 

1996). 

3.14.18 Bus Services 

(i) This component envisaged, during the project period, procurement of 

1909 bus chassis, building of bodies on 1822 chassis, construction of seven depots and 

I 0 terminals. Physical achievements to end of March 1996 were, however, 1595, 

1591 and 4 respectively at the cost of Rs.92.39 crores. The non-completion of 

construction of depots had deprived PTC of projected savings of fuel on garage run to 

the extent of Rs .2.24 crores. 
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(ii) As per the project agreement, GTN was required to provide funds to 

PTC through its provision. On the contrary, PTC was directed to obtain loan from 

Tamil Nadu Transport Development Finance Corporation (TNTDFC) for purchase of 

chassis. Only in January 1993, GTN took over the outstanding loan of Rs.20.20 

crores (out of Rs.21 crores) and paid TNTDFC in March 1993 . Though IDA 

assistance of Rs.20.30 crores was obtained as reimbursement during 1988-92, loan of 

TNTDFC was not discharged. Audit scrutiny disclosed that because of failure of 

GTN to provide requisite fund, additional expenditure of Rs.2.57 crores had been 

incurred by GTN towards differential rate of interest (TNTDFC charged rate of 16 to 

16.5 per cent against GTN lending rate of 10.5 per cent) and in~erest tax. Further 

claim ofRs.97.23 lakhs on this account was also pending as of March 1995. 

The above points were referred to Government in Ju)y 1996. Reply has 

been furnished (October 1996) in respect of sub-para 3. 14. 17 only. Government 

stated that the Administrative sanction for construction of building and for purchase of 

equipment for wireless communication system had been accorded in August 1996. 

The equipment and staff required for the CRS, the Ambulance Training Orgainsation 

and the Institute for Wireless Communication System would be provided before 

December, 1996. 

INDUSTRIES DEPARTMENT 

3.15 Appraisal of Memoranda of Understanding 

Government of Tamil Nadu (GTN) entered into Memoranda of 

Understanding (MOU) with firm 'A' and firm 'B' during 1995-96 for establishing 

industrial units in Tamil Nadu. Audit scrutiny of records (June 1996) relating to these 

MOUs in the Industries Department at Secretariat and in the Offices of the Tamil 

Nadu Industrial Guidance and Export Promotion Bureau (Director - GUIDANCE), 

Madras Metropolitan Development Authority (MMDA), Tamil Nadu Industrial 

Development Corporation Limited (TIDCO) and State lndustries Promotion 

Corporation of Tamil Nadu (SIPCOT) disclosed the following. 

3.15.1 MOU with firm 'A' 

MOU was entered into with the company by GTN in June 1995 for 

setting up the "Nylon 6,6" project at ~he cost ·of Rs.620 crores for manufacturing 

industrial yarn and fabrics . GTN was to make available immediately through STPCOT 

150 acres of land, at the cost of Rs.4.50 lakhs per acre, in its industrial complex at 

Gummidipoondi and additional 150 acres at mutually agreed cost. Power at 

· concessional rate, and water (1 million gallons per day) to be made available by GTN. 
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Government was . also to ensure expeditious clearance from State Pollution Control 

Board and from State Environmental Committee subject to the company adhering to 

the norms and conditions prescribed by the Pollution Control Authorities. 

It was observed that the company had mentioned in its project profile 

that the project initially planned in Goa had to be moved out due to resistance from 

local people on account of environmental and political issues. Despite the 

departmental awareness of this information, records did not indicate indepth 

examination of environmental aspects, either independently or in consultation with the 

Pollution Control Board authorities before signing the MOU. . Government stated 

(September 1996) that the project was to be established on the clear understanding 

that the clearance of State Pollution Control Board would be obtained before 

commencing production. 

3.15.2 MOU with firm '8' 

MOU for establishing a project for the manufacture and sale of vehicles 

was signed with firm 'B' on 3 January, 1996. According to the MOU, Government 

was to provide 346. 74 acres of freehold land at Maraimalai Nagar, fully developed 

with on-site infrastructure like site-levelling, drainage, roads, street lights, etc. and off

site infrastructure which included construction of permanent roads including a passage 

over/under National Highway 45, potable and dedicated industrial water supply, 

supply of electricity, adequate arrangements for disposal of sanitary and industrial 

waste, railway siding, etc. These facilities were to be made available within a set time

frame ranging from 8 months to 30 months. Besides, existing fiscal incentives 

available for a new industry and special incentives available for "Super Mega Projects" 

(with minimum investment of Rs. 1,500 crores) were to be extended to firm 'B' 

Specific incentives like reduction of Central Sales Tax from 4 per cent to I per eel// 

and waiver of sales tax on certain inputs were also to be allowed. ln the event of the 

firm 'B' carrying out a substantial diversification/expansion (meaning augmentation of 

the installed capacity/turn over by 15 per cent), the investment made on such 

substantial expansion/diversification would qualify for above fiscal incentives. 

Firm 'B' on its part was to pay Rs.30 crores towards land cost and set 

up facilities at the site to manufacture 1,00,000 vehicles per annum and ensure all 

statutory clearances like Pollution Control Board Clearances, Environmental 

Clearance, approval of Town and Country Planning authorities, etc. 

The MOU would be effective till such time as all the obligations 

undertaken by the parties under this MOU had been fulfilled. 

---· 2/24-18 
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Following observations are made in this regard . 

{a) Final draft MOU was approved by Government on 25 December 1995 . 

However, the MOU as signed on 3 January, 1996 was at variance with the approved 

version under several clauses. The modifications were reported to have been made at 

the instance of firm 'B'; but approval of Government for these modifications was still 

to be obtained. Implications of important deviations are di scussed below : 

(i) Clause 5 

This clause, as approved by Government, envisaged a firm commitment 

towards the product viz., "passenger cars", quantum of total investment of Rs. 1500 

crores and a time-frame of 5 to 7 years for such investment. However, signed MOU 

contemplated manufacture of 1,00,000 "vehicles" and was also silent about the 

quantum of investment and the time-frame for such investment. Consequently, firm 'B' 

had been made eligible for the fi scal incentives like sales tax, deferral/waiver for 14 

years, extension for further 7 years, etc., applicable to "Super Mega Projects" without 

ensuring the firm to commit to invest Rs. 1500 crores within the time-frame of 5 to 7 

years for the projects. Substitution of the product of" Passenger cars" as "Vehicles" in 

signed MOU would lead to extensio n of concessiqns approved for passenger cars to 

all other vehicles also if manufactured, contrary to the intention of Government. 

(ii) Clause 12 

' According to Clause 12 of Government approved draft MOU, 

concession pertaining to "Super Mega Projects" would be admissible only when the 

investment criteria (minimum investment of Rs. 1500 crores) for such projects were 

fulfilled . However, in the signed MOU, not only such criteria had been dispensed 

with, but also the above concession as well as the specific concession of concessional 

Central Sales Tax of I per cent applicable for cars, jeeps and lo rries/buses/vans were 

extended to cover manufacture of trucks also, which would otherwise have to be 

reckoned under the diversification clause ( 16). 

(iii ) Clause 16 

Under this clause of draft MOU, Government envisaged a floor limit 

for incremental investment of Rs.500 crores over and above the investment committed 

for substantial expansion/ diversification . However, the signed MOU contemplated 15 

per cent augmentation of installed capacity of 1,00,000 vehicles/turn over fo r 

extending concession contemplated for "Super Mega Projects". As a result, contrary 

to the intention of Government, with an investment of less than Rs. 500 crores, firm 'B' 

would be entitled fo r incentive applicable fo r "Super Mega Projects" . 



107 

(iv) Power factor 

Draft MOU approved by Government provided for levy of 

compensation charges, if the power factor of high tension (HT) service connections 

fell below 0.9. However, penal clause had been deleted in the signed MOU. As seen 

from the MOU, power factor during the construction and launch period would be in 

the region of 0.6 to 0.8 only. Accordingly, penal charges wou ld be payable to TNEB 

and the liability on this account would fall on Government. 

(v) Permanent electric supply 

As per terms of approved draft, firm 'B' was to pay the entire cost of 

construction of I I 0 KV A line for the second alternative source and also for the 

additional 30 MY A transformer. However, the liability had been transferred to GTN 

according to the signed MOU . Cost of provision of above facilities had been 

estimated by TNEB in November 1995 to be of Rs.3.37 crores which was not brought 

to the notice of Government. 

(vi) Railroad 

According to clause 11 of the Annexure I of the signed MOU, GTN 

should offer al l assistance and co-ordinate with railways and appropriate authorities to 

make avai lable to the company broadgauge railway lines and siding at no cost to the 

company. But no such commitment towards cost was avai lable in the draft MOU 

approved by Government. The deviation would cast additional liability on 

Government on provision of railway siding which had been estimated to be Rs.9.40 

crores (April 1996 ). Railways had demanded a deposit of Rs.60,000 for conducting 

detailed survey for the siding. 

(b) Project schedule 

In terms of the MOU entered into, firm 'B' would implement the project 

by setting up proposed facilities for manufacture of 1,00,000 vehicles per annum. But, 

no time schedule had been contemplated for reaching the target . Under clause 21 , the 

MOU would be in force till such time as all the obligations undertaken by the parties 

under the MOU had been fulfilled. Non-stipulation of a specific time schedule for 

fulfilment of the obligations by firm 'B' would render the life of the MOU indefinite. It 

was observed in this connection from the MOU, that all the obligations of GTN were 

time-bound. 

2/24-1 Ba 
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Non-consideration of full financial implication of 
Government obligations 

Under the MOU, GTN was to provide various on-site and off-site 

infrastructure facilities including dedicated water supply, electric supply, road bridge, 

railway siding, biological treatment plants, flood protection measures. Though these 

works (excluding railway siding) were estimated to cost Rs.68. 11 crores, the financial 

liability was not taken into account for negotiating the price of land. On the contrary, 

cost ofland had been fixed at Rs.30 crores based on prevailing land cost of lakhs per 

acre fixed by MMDA for Maraimalai Nagar complex. Cost of permanent road had 

been estimated (February 1996) at Rs.1 .23 crores. 

(d) Unworkable commitment 

The MOU also provided for flood protection measures which included 

lowering of the full tank level of Thirukatchiyur tank by 1.54 metres. Loss of storage 

was to be compensated by supply from Sittemanur tank and also by deepening the 

Thirukatchiyur tank. However, Chief Engineer, Irrigation had reported to Director -

GUIDANCE in November 1995 that the diversion from Sittemanur tank would be 

feasible only by extinguishment of riparian rights by purchase of entire ayacuts covered 

by the Sittemanur tank. This aspect was not brought to the notice of Government 

before signing the MOU. The Irrigation Department had also reported in April 1996 

that lowering of the retention level of Thirukatchiyur tank would not be feasible . 

Alternatively, the possibility of raising the platform level of the site sufficiently at 

Government's cost to avoid flooding was being contemplated. 

(e) Injudicious waiver of Government's rights 

As per clause l (J) of Annexure 1 of the MOU, GTN would waive its 

right to re-acquire any of the land purchased by the Company as it was acquiring land 

in excess of its initial requirements to accommodate future expansion. However, 

according to sub-clause 1, the company would have the unrestricted right to assign, 

sublet or sell all or any portion of the property to third parties. It was observed in this 

connection that a specific condition for according first preference to MMDA to 

purchase at original cost in the event the allottee desired to sell the sites allotted by 

MMDA, was being incorporated in the sale deed effected by MMDA: However, no 

such protective clause was adopted in the MOU. In view of the waiver of 

Government's right, utilisation of the land for purposes other than the expansion 

project of the company could not be ruled out. 
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(f) The present Government had proposed m June 1996 to renegotiate 

with the company. 

Government stated (September 1996) that though there was failure to 

indicate in the signed MOU, details regarding the firm's commitment regarding 

investment and the time schedule therefor, such information were available in the 

project report given to Government of India. Government had also conceded that ~s 

the land cost of Rs.30 crores would cover only a part of the infrastructure, the 

additional cost would be borne by Government, as these would benefit neighbouring 

industries and habitations also. Efforts were also being made to make the firm bear 

cost of some of the infrastructure, though not provided for in the MOU. Government 

had also taken up the matter relating to lowering the level of the tank for ·renegotiation 

with the firni. 

Fact remained that MOU signed was not the one which was originally 

approved by Government. Failure to conform the terms and conditions of the signed 

MOU to Government approved draft MOU and non-consideration of the full financial 

implications of Government's obligations had resulted in extension of unintended 

benefit to firm 'B', avoidable unwarranted financial burden to Government and 

injudicious extinguishment of Government's rights over land allotted. 

LABOUR AND EMPLOYMENT DEPARTMENT 

3. 16 Injudicious purchase of vehicles 

List of equipment prescribed in the syllabus for the trade "Motor 

Mechanic (Diesel)" training conducted in Industrial Training Institutes (ITis) included 

a motor vehicle in running condition (diesel) . A Centrally shared World Bank assisted 

Vocational Training Project (VTP), aiming at modernisation of machinery and 

equipment of ITis was launched in the State from 1989-90. Directorate General of 

Employment and Training (DGET), Government of India, clarified in December 1992 

that 'vehicle in running condition' stipulated for the trade of mechanic would imply old 

vehicles. Further, the vehicle contemplated for the trade was required to be procured 

out of State's resources, since old vehicles were not permitted to be procured under 

World Bank assisted project. 

However, disregarding the above instructions of DGET, Director of 

Employment and Training, (DET}, Chennai purchased in March 1994 under World 

Bank assisted VTP, 37 new lorries at the cost of Rs.1.42 crores for supply to 15 ITis 

for conducting training in the trade of motor mechanic. The expenditure was 

(Rs. 71.07 lakhs) partly met from unutilised portion of Central assistance received upto 
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1992-93 . The vehicles were delivered to the lTls in April - May 1994. When 

Government of Tamil Nadu (GTN), approached in June 1994 for reimbursement of 

remaining 50 per cent of the expenditure incurred on purchase of the new vehicles, the 

claim was rejected by DGET in December 1994 in view of the earlier clarifications. 

No orders were issued (February 1996) to charge the expenditure to State funds . DET 

instructed (December l 994) the ITis to keep the vehicles unutilised. Additional 

Director General of Police was addressed in December 1994 for the feasibility of 

transferring these new vehicles to the Police Department as replacement fo r 

condemned vehicles which could be transferred to DET for the training programme. 

Director General of Police accepted the proposal in February 1995 subject to carrying 

out certain modifications to suit the department's requirement. 

GTN issued orders in June 1995, approving the purchase of new 

vehicles as replacement for condemned vehicles in Police Department. Though Police 

Department took delivery of the new vehicles between October 1995 and December 

1995, old vehicles in running condition were yet to be got identified and transferred to 

the lTls. The practical training on running vehicles was continued to be imparted to 

the students in nearby workshops of Transport Corporations. The modifications 

(estimated cost : Rs . 16.96 lakhs) required to be carried out in the vehicles transferred 

to the Police Department were yet to be carried out (February 1996). 

Thus, Rs. 1.42 crores was spent on injudicious purchase of 37 vehicles 

by irregular utilisation of Central assistance of Rs. 71 .07 lakhs. 

The matter .was referred to Government in April 1996; reply had not 

been received (December 1996). 

PUBLIC DEPARTMENT 

3.17 A voidable interest payment due to defective budgeting 

Government of Tamil Nadu sanctioned in December 1993 purchase of 

one Cessna Citation V ultra aircraft for their use through State Trading Corporation 

(STC) and authorised the STC to interact with bankers with a view to finali se a 

financing package for payment in instalments after an initial lumpsum down payment. 

Accordingly, STC finalised purchase of the aircraft at the cost of Rs. 19.85 crores 

(inclusive of service charges of 2 per cent payable to STC) from Cessna Aircraft 

Company at USA A financial package was also forwarded by STC for a fi ve year 

term loan by State Bank of lndia (SBl) repayable in nine half-yearly instalments from 

the date of drawal. 

. ., 
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On receipt of invoice from STC. Government sanctioned in October 

1994 down payment of Rs. I. 95 crores towards 10 per cent of the cost of the aircraft. 
The amount was paid to STC in December 1994 by drawing an advance from 

Contingency Fund. 

As the loan package of SBl did not materialise due to non-approval by 
Reserve Bank of India. STC offered (June 1995) to provide a loan assistance of Rs.9 

crores to meet part of 85 per cent cost of the aircraft which was ready for delivery. As 
the payment was to be made before 30 June 1995. Govermnent accepted the offer and 

sanctioned on 27 June. 1995 the balance amount of Rs. 7.60 crores. STC. after 
remitting 85 per cent cost, revised (30 June, 1995) its terms of offer for the loan which 
were not acceptable to Government. The loan of Rs.9 crores was repaid to STC in 

July 1995. The balance cost of the aircraft of Rs.99 lakhs was paid in September 
1995. Interest amounting to Rs. 11 .39 lakhs for the period 30 June, 1995 to 27 July. 

1995 was also paid in January 1996. 

According to provisions of the Budget Manual. it is the duty of Budget 
estimating officer to see that provision for all expenditure that can be reasonably 

foreseen and does not constitute "New expenditure" is made in the annual estimate of 

expenditure. Sanction for the purchase of aircraft was accorded in December 1993 
and approval of the Legislature for the purchase was obtained through a token 
provision in the first Supplementary Estimate in November 1994. The Legislature had 

been informed that the expenditure during the year would be met either through 
reappropriation of savings within the Grant or additional appropriation through 
Supplementary estimates. As the expenditure was a committed one and in the light of 
instructions in the Manual, adequate provision should have been made in the 
departmental budget estimate for the years 1994-95 and 1995-96. No provision had 

been made in the actual estimates and records did not indicate examination of the 

feasibility of meeting the expenditure with additional appropriation through 
supplementary demand/ reappropriation. Lt was also observed in Audit that a sum of 

Rs.14. 17 crores had been surrendered under the Grant ( 42) in March 1996. 

Thus, the defective budgetary exercise had resulted in avoidable 
payment of interest of Rs.8.21 lakhs taking into account the proportionate interest or 
Rs.3 .18 lakhs earned under cash balance investment account. 

The matter was referred to Government in July 1996: reply had not 
been received (December 1996 ). 
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RURAL DEVELOPMENT DEPARTMENT 

3.18 Employm·ent Assurance Scheme 

3.18.1 Introduction 

Employment Assurance Scheme (EAS) was launched by Government 

of India (GOI) in October 1993 with a view to provide assured wage employment for 

I 00 days to enhance purchasing power of most needy persons in backward areas of 

the country. The primary objective of EAS is to provide gainful manual employment 

during lean agricultural season to all able-bodied adults, especially targeted to the poor 

in rural areas. The secondary objective is creation of economic infrastructure and 

durable and productive community assets for sustained employment and development. 

3;18.2 Organisational set up 

In Tamil Nadu .• the scheme was launched in October 1993 in 56 

Revamped Public Distribution System (RPDS) blocks falling in 12 districts1
. In 

December 1994, the scheme was extended to another 33 blocks (falling in 7 districts 

which included 32 additional districts) . 

Secretary, Rural Development Department of State G.overnment was 

overall in-charge for implementation of the scheme. State's matching grants to 

implementing authorities were released by him. He also reported progress of the 

scheme to GOI. 

Director of Rural Development (ORD) was responsible for monitoring 

and reporting progress of the scheme (at State level) to State Government. 

District Collector who was also the Chairman of District Rural 

Development Agency (DRDA) was responsible for planning and sanctioning of works 

in the district. He was also responsible for ensuring provision of assured employment 

and reporting progress of implementation of the scheme in district to State 

Government/DRD. 

Additional Block Development Officers (ABDOs) at the block level 

and the District level heads of offices such as Agricultural Engineering, Forests, etc. 

were implementing agencies . Monitoring of EAS was brought under the purview of 

the State Level Co-ordination Committee only in February 1995 . District Employment 

Assurance Committees were functioning in districts. 

Abbreviations used in this review are listed in the glossary at Appendix XV (Page 250) 

I. Dhannapuri, Kamarajar. North Arcot - Ambedkar. Pasumpon Muthuramalinga 
Thevar, Pudu.kkottai, Ramanathapuram. Salem. South Arcot, The Nilgiris, 
Tiruchirappalli, Tirunelveli - Kattabomman and V.O. Chidambaranar. 

2. Coimbatore, Dindigul - Anna and Tiruvannamalai - Sambuvarayar. 

,. 

.. .. 
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3.18.3 Audit Coverage 
A review of the scheme, through test-check of records from the 

inception of the scheme in October 1993 to February 1996 was conducted by Audit 
t 

during November 1995 to March 1996. Records relating to the scheme were 

examined in Rural Development Department of State Secretariat and in the offi ce of 

DRD, Chennai . Records of 4 selected DRDAs (out of 15) and 19 Blocks (out of 89) 

were test-checked# These 4 DRDAs implemented EAS through 3
11 

Town Panchayats, 
# # # 

5 Agricultural Engineering Divisions, 3 Forest Divisions, offices of one Assistant 
# # 

Director of Sericulture, one Assistant Director of Horticulture and 3 Non-

Government organisations whose records were also test-checked . 

Results of audit are contained in the succeeding paragraphs. 

3.18.4 Highlights 

In the four districts test-checked, 'shelf of projects' was not 

prepared by Collectors. Even the annual action plans drawn did not contain 

information regarding adequacy of works allotted for generating the assured 
employment to registered workers for I 00 man days during lean agricultural 

season. 

(Paragraph 3.18.5) 

Though utilisation of Rs.13.57 crores out of Rs.19.39 crores 

received during 1993-95 was reported by 4 District Rural Development Agencies 

test-checked, actual utilisation was only Rs.6.84 crores. Even after all the works 
identified had been executed, there was an unutilised balance of Rs.12.55 crores 

with the District Rural Development Agencies which indicated that physical and 

financial requirements were not arrived at based on the requirements of the 

blocks. 

(Paragraph 3.18.6. 1) 

(i) DRDAs - Kamarajar. Puduk.kottai . Salem and Nilgi ris: (ii) Blocks -
Ayodhiapattinam. Coonoor. Gandarvakottai . Gangavalli . Gudalur. Karambakudi. 
Kariapalli. Kolli Hills, KotJiagiri. Narikudi. Peddanaickcnpalayam. Pudukkottai . 
Sattur. Sivakasi. ThimvarankuJam. Udhagamandalam. Valappadi. Vcmbak.kottai and 
Yercaud: (iii) Town Panchayats - Alangudy. Karambakudi and Keeramangalam and 
(iv) Engineering Divisions - Agricultural Engineering; DPAP-Pudukkottai. JVVT -
Salem and Virudhunagar and Soil conservation Schemes - Pudukkottai and 
Srivilliputhur. (v) Forest Divisions - Social Forestry. Salem and Interface Forestry 
Divisions I & II Salem: Assistant Director of Sericulture, Thanjavur: Assistant 
Director of Horticulture. Pudukkottai : and three Non-Government oganisations 
namely Tamil Nadu Sta te Palmgur and Fibre Marketing Co-operative Federation 
Limited. Pudukkottai; Building Centre. Pudukkottai: and organisation for National 
Integration and Rural Development. Dindigul. 
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In 20 blocks, out of 4,821 works taken up and completed 
during 1993-96, 75 per cent of the works (3,618) were executed during active 
agricultural season defeating the very objective of the scheme. 

(Paragraph 3.18.6.3) 

Employment Assurance Scheme funds totalling Rs.30.30 
lakhs including Rs. l 0.07 lakhs being the interest earned on deposits were 

diverted to other schemes during 1994-96. 

(Paragraph 3.18.6.4) 

Though the scheme envisaged issuance of family cards to 
every family whose adults were registered for works under the scheme, out of 

4.07 lakh persons registered, only 2.41 lakhs were issued with family cards. In 6 
blocks test-checked, only 14,929 persons registered out of 78,125 were issued 
with cards. In 2 other blocks, cards were not issued to any of the 4,377 workers 

registered. 

(Paragraphs 3.18.7.1and3.18.7.2) 

In 17 blocks, out of 4.81 lakh persons living below the 
poverty line, only 0.92 lakh ( 19 per cent) registered themselves for employment 

under the scheme, indicating poor response from rural workers. 

(Paragraph 3.18. 7 .4) 

Three hundred and fifteen road works executed without 

metalling, at the cost of Rs. 72.42 lakhs during 1993-96 in 4 districts test-checked 
resulted in non-creation of durable community assets. Further, 314 works such 
as maintenance of roads, repairs to school buildings, anganwadis and noon-meal 

centres were also executed in 10 blocks during 1993-96 at the cost of Rs.54.27 

lakhs which did not result in creation of durable and productive assets. 

(Paragraph 3.18.8.3) 

Despite the stipulation in Gover:nment of India guidelines 
for payment of minimum wages prescribed by State Government under 
Minimum Wages Act, workers engaged in construction works were paid lesser 

wages; the short payment worked out to Rs.l.04 crores in respect of 414 works 
executed by 18 implementing agencies during 1994-96 in 4 districts test-checked. 

(Paragraph 3.18.9.1) 

• 
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.As wages payable for 7 hours of work prescribed under 

"Minimum Wages Act" were not proportionately increased to cover 8 hours of 

work under Employment Assurance Scheme, workers were underpaid to the 

extent of Rs.6.34 crores during I 993-96 in the State. 

(Paragraph 3.18.9.2) 
3.18.5 Planning 

Collector of the district was to obtain from heads of various 

implementing agencies by October every year, their blockwise plans for various works 

proposed to be taken up by them in the district in the current and succeeding years. 

On the basis of these details, the Collectors were to prepare a ' shelf of projects' of 

productive works. The works included in the shelf of projects were to be such, whi ch 

could normally be completed within a period of two years. Preparation of the shelf of 

projects should be finalised by December every year. 

ln all the 4 ORD As test-checked, shelf of projects was not prepared by 

Collectors. Only annual action plans were prepared. The action plans did not contain 

information as to whether allotment of works to each block was sufficient to generate 

enough mandays to keep up the assurance of I 00 mandays of work during lean 

agricultural season to workers who had registered their names under the scheme. 

3.18.6 

3. 18.6 . 1 

Financial performance 

Release of funds and ut ilisation 

Expenditure under the scheme was to be shared between GOI and State 

Government m the ratio of 80:20. The amounts of Central and State assistance 

released during 1993-94 to 1995-96 and expenditure incurred thereagainst were as 

under: 

(Rupees in c rorcs) 

Year Opcnini: Amount of Total funds Expenditure Perccntai:c of utilis:o-

balanc~ GOI share State made avai- as reported tion with rcferen~c to 

as on released shar~ lable by DRDto total funds made avai-

I A(!ril released GOI lable for the scheme 

1993-94 2.80 0.70 3.50 3.19 9 1 

(I instalment) 

1994-95 0.31 47.17 13.20* 60.68 74 

(including 

II instalment 

of 1993-94) 

1995-96 15. 18 84. 10 14.92 11 4.20 75.81 66 

Total 134.07 28.82 178.38 123.09 69 

* Includes excess release of Rs.1.41 crores which was adjusted after 1995-96. 
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There was an unutilised balance of Rs.38.39 crores remammg with 

DRDAs as on I April, 1996. Specific reasons for retaining such huge unutilised 

amounts had not been furnished by the department. State's share amounting to 

Rs.4 . 70 crores was released only in April 1996. 

Only the first instalment of Central assistance of Rs.2.80 crores for 

1993-94 was routed through State Government by GOI. From the second instalment 

onwards, amount of Central assistance was directly released to DRDAs. 

Expenditure figures and mandays generated as reported by the 

DRDAs/other implementing agencies were consolidated by ORD and were presented 

to State Government which in turn furnished progress report to GOI. It was noticed 

that in the 4 DRDAs test'.-checked, there were discrepancies between figures of 

expenditure reported by DRDAs and actual expenditure reflected in their accounts as 

detailed below: 
(Rupees in lakhs) 

Ex1>enditure 
DRDA Year Funds re- ----------

leased As re1>or- Actuals as Differ- Per-
ted by 1>er the ac- ence cen-
DRDA to counts of tagc 
ORD DRDAs 

I. Kamara jar 1993-94 31.25 24.77 4.63 20. 14 435 
1994-95 350.00 179.55 157.39 22. 16 14 

2. Pudukkottai 1993-94 25.00 24.60 3.34 21.26 637 
1994-95 425.00 425.57 191.17 234.40 123 

3. Salem 1993-94 3 1.25 29.60 Nil 29.60 
1994-95 831 .25 452.9 1 269.01 183.90 68 

4. The Nilgiris 1993-94 25.00 12.00 Nil 12.00 
1994-95 220.00 208.00 58.83 149. 17 254 

-··----- --------
1938.75 1357.00 684.37 672.63 

Out of Rs.19.39 crores released to these 4 DRDAs, Rs. 13 .57 crores 

were reported to have been utilised. But, actual expenditure was only Rs.6.84 crores 

and Rs.12.55 crores remained unutilised with these implementing agencies. The 

difference between reported figure and actual expenditure was not reconciled by the 

DRDAs (September 1996). The difference was stated by ORD to be due to delay in 

preparation of bills for payment but inclusion of expenditure for the ·purp8se of 

progress report given to GOI. ln spite of implementation of all the schemes identified 

during the years 1993-94 and 1994-95, generating 5.23 lakh and 2 I . 72 lakh of 

mandays, the expenditure incurred was Rs.6.84 crores only, clearly indicating that 

physical and financial requirements were not arrived at based on the requirements of 

blocks, resulting in Rs.12.55 crores being kept unutilised with the 

DRDAs/implementing agencies. 

• 
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3.18.6.2 Delay in release of funds 

There were delays in release of funds by the DRDAs to implementing 

agencies which ranged from 2 to I 0 months in the four districts test-checked as 

detailed below . 

(Rupees in lakhs) 

DRDA Delay in release of funds 
Over Over Over Over 
2 months 3 months 6 months 9 months 

I. Kamarajar 71.1 6 166.98 34.35 
2. Pudukkotta i 99.65 258.33 104.83 22.13 
3. Salem 130.27 3 16.70 352.83 
4. The Nilgiris 25.00 34.00 60.00 36.00 

Total 326.08 776.01 552.01 58. 13 

3.18.6.3 Works executed other than in lean season 

In three (Kamarajar, Pudukkottai and Salem) of the four DRDAs test

checked, the DRDAs released 48 per cent and 45 per cent of total funds released 
during 1994-95 and 1995-96 respectively, during active agricultural season and 

individually percentage of release of funds by the DRDAs during agricultural season 

ranged from 28 to 66. In 20 blocks1
, out of 4,821 works taken up and completed 

during 1993-96, 3,618 works (75 per cent) were executed during active agricultural 

season, outside the period of operation of the scheme, defeating the objective of the 
scheme. 

3.18.6.4 Diversion of EAS funds 

According to guidelines, EAS funds were to be kept in a separate 

Savings Bank Account with Post Office or with Nationalised Bank by DRDAs with a 

view to augmenting the scheme's resources. Interest earned on EAS account 

(Rs.10.07 lakhs) besides EAS funds (Rs.20.23 lakhs),were diverted as discussed under 
(a), (b) and (c) below: 

I. Alangudy. Ayodhiapattinarn. Coonoor. Gandarvakottai. GangavaJli, Karambakudi. 
Keeramangalam, Kolli Hills, Kothagiri. Narikudi. Pudukkottai, Salem. Sattur. 
Sivakasi, Thiruvarankulam, Udhagamandalam, Valappadi. Vembakkottai, 
Virudhunagar and Yercaud. 



118 

(a) In Salem DRDA, interest earned on EAS deposits for the period upto 

March 1995 amounting to Rs.10.07 lakhs was transferred to another Central scheme 

(Jawahar Velai Vaippu Thittam (JVVT)) in October 1995 and utilised for purchase of 

centering sheets for use in construction of group houses. 

(b) In Peddanaickenpalayam Block (Salem District), Rs. I lakh was 

diverted to NVT in September 1995. In Karambakudi Block (Pudukkottai District), 

Rs .3 .60 lakhs in 1994-95 and Rs.5 .. 22 lakhs during 1995-96 (upto December 1995) 

were transferred on various dates to Personal Deposit Account-I of the block kept 

with Government (PD-I Account); Rs.0. 16 lakh (in October 1995) and Rs.0.25 lakh 

(in January 1996) were transferred to Special Self Sufficiency Scheme (SSS) Account 

(Local Fund Deposit TV) and Drought Prone Areas Programme Account respectively. 

The diverted amounts were not recouped (January 1996). 

(c) In the Nilgiris DRDA, second instalment of Central share of Rs.80 

lakhs, received in March 1995, was erroneously credited to JVVT Account by the 

DRDA. Out of this, Rs.70 lakhs were transferred back to EAS Account during 

December 1995 and the balance amount (Rs. I 0 lakhs) had no.t been transferred to 

EAS Account (February 1996). 

3.18.7 Physical performance 

3. 18.7.1 Registration by Workers 

Under EAS, persons above 18 and below 60 years of age, who were in 

need and sought employment had to register themselves in the Village Panchayats 

where they resided . Every family, whose adults were registered for works under the 

scheme, was to be issued with a family card. The family cards were to contain details 

of family members and the number of days of employment provided to registered 

persons. 

Details of number of persons registered under the scheme, number of 

persons employed and number of mandays generated reported by the department were 

as under: 

' 
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(In lakhs) 

End of Num ber of Number of Cumulative 
Year 1•ersons 1•ersons number of 

registered em1•loyed man days 
generated 

1993-94 NA NA 10.96 
1994-95 2.40 1.82 141.29 
1995-96 4.07 3.88 2 11.35 

NA : Not available. 

Work-wise details of number of persons employed and mandays 

generated were not available with the Department. However, the employment 

generation figures were worked out by dividing total wages paid by minimum wage 

rate in force. 

The department further reported that only 2.41 lakh out of 4.07 lakh 

persons registered were issued with family cards as of March 1996. But no targets 

were fixed by State Government. 

3. 18.7.2 During test-check, it was noticed that in 6 Blocks2
, family cards were 

issued only to 14, 929 persons out of 78, 125 persons registered, the shortfall ranging 

from 45 per cent to 96 per cent. ln two blocks in the Nilgiris District, family cards 

were not issued to any of the 4,377 workers registered . 

3. 18.7.3 During the review, it was seen that no records at block level were 

maintained to watch the generation of assured 100 mandays of work to the workers, 

who were registered and provided with employment. Acknowledgements for issue of 

14,929 family cards had not been obtained except in one block viz., Kariapatti in 

Kamarajar District. 

Test-check revealed that except in respect of 1,802 family cards issued 

to workers in Kariapatti Block, mention was not made in the fami ly cards regarding 

number of days for which employment was given to each card holder. 

3.18.7.4 l n 17 blocks3
, out of4.81 lakh persons living below the poverty line, 

only 0. 92 lakh ( 19 per cent) registered themselves seeking employment under the 

scheme, which indicated that response to this scheme was very poor in rural areas. The 

response varied from 5 to 53 per cent of total persons living below poverty line in the 

four districts test-checked. 

Gudalur. Karambakudi , Kariapatti, Narikudi, Sivakasi and Valappadi under 
Nilgiris, Pudukkottai , Kamarajar and Salem DRDAs. 

Ayodhiapauinam. Coonoor. Gandarvakottai, Gangavalli , Gudalur, Karambakudi, 
Kolli Hills. Kothagiri , Narikudi. Peddanaickeupalayam. Pudukkottai. Sauur, 
Thiruvarankulam, Udhagamandalam, Valappadi, Vembakkouai and Yercaud. 

/ 
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3.18.8 Provision of employment and creation of asseti 

3. 18.8.1 The primary objective of the scheme was to provide gainful 

employment to rural poor. Hence, works taken up under the scheme were to be 

labour-intensive works, which had a ratio of wages of unskilled labour to equipment, 

material and other skilled work at not less than 60:40. Works requiring larger 

component of material (cement, steel etc.) were not to be sanctioned unless cost of 

material component was provided from other sectoral programme funds. It was, 

~owever, observed that out of 4,821 works taken up and completed by 24 

implementirm agencies in all the four ORD As test-checked, percentage of wages paid 

to unskilled labour. to actual expenditure was less than 60 per cent in respect of 861 

works. 

3. 18.8.2 In four blocks4 cov~red under EAS in the Nilgiris District, I I material-

intensive works such as construction of ground level reservoir, pump room, overhead 

water tanks, extension of pipelines, etc. were executed during 1994-96 at the cost of 

Rs.4.36 lakhs. The perc~ntage of wages paid to unskilled labourers to actual 

expenditure in 8 out of 11 works ranged from Nil to 50. Reasons for taking up of 

these works under EAS were not furnished by the DRDAs(May 1996). 

3. 18 .8.3 The secondary objective of the scheme was creation of economic 

infrastructure and durable and productive community assets for sustained employment. 

According to instructions of DRD (January 1990), road works which did not involve 

metalling should not be considered as durable assets. However, under EAS, 3 15 out 

of 555 road works involving merely formation and gravelling were taken up and 

completed in 11 blocks5 in the four DRDAs test-checked at the cost of Rs.72.42 lakhs 

duripg 1993-94 to l 995-96. 

Though, according to GOI guidelines, provision of employment under 

tpe scheme should result in creation of durable and productive assets, it was seen that 

repair to school buildings, anganwadis, noon meal centres and maintenance of roads 

were also undertaken under the scheme, which did not result in creation of productive 

assets. In I 0 blocks6 (3 DRDAs), 3 14 repair/ maintenance works were executed 

during 1993-96 at the cost of Rs.54.27 lakhs. As the above works did not result in 

creation of durable and productive assets, expenditure incurred on these works was 

irregular. 

6 

Coonoor. Gudalur. Kothagiri and UdhagamandaJam. 

'°1YRdl1iyap~tlinan1, q'lndarvakottai. Gangavalli, Kariapatti. Kolli Hills. Narikudi. 
Rp4pk\<0H'li, sait4f, SiYW¥i· Thiruvarankulam and Vembakkottai. 

qH~~h\f, t<-~lPHl1H!\~HHi, K(\papatti. Kotl1agiri, Narikudi. Pudukkottai, Sattur, 
Sjy~~~i· ~~MP~ffiAA~~l~m ~n~ Vemb4Jcottai. 

/ 
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3.18.9 Payment of wages 

3. 18.9 . 1 Short payment of wages 

Lnitially, it was stipulated (October 1993) in GOI guidelines that wages 

paid to workers under EAS should be the minimum agricultural wages for unskilled 

labour prescribed by State Government concerned. Subsequently, in June 1994, GOI 

amended the above provision and stated that the wages for a category of employment 

was to be the same as notified for the relevant schedule of employment under the 

Minimum Wages Act (MW Act). Where the minimum wages were not notified under 

MW Act for any category of employment, payment might be made at rates at which 

payment for similar categories of employment was being made by State Government 

Departments such as Agricultural Engineering, Public Works, Irrigation, Forests, 

Agriculture, etc. 

The lowest wages of Rs.20 per day for weeding was notified by 

Government in April 1993 as wages payable under EAS for unskilled workers, which 

was increased to Rs.22 per day with effect from April 1995 . 

As a result, workers ef)gaged in construction works were paid wages at 

Rs.20 per day to Rs.22 per day even though they were entitled to much higher wages 

along with dearness allowance. as prescribed under MW Act. The short payment of 

wages to unskilled workers engaged in construction activities ( 1994-96) alone worked 

out to Rs. 1.04 crores in respect of 414 works (generating 4.02 lakh mandays) 

executed by 18 implementing agencies in the four districts tes\-checked. 

3. 18._9.2 Wages notified for agricultural labourers under MW Act was for 7 

hours of work per day only as per notification issued under the Act, while EAS 

contemplated 8 hours of work per day. Henc.e, the rate of wages applicable to 

unskilled workers under EAS would have to be proportionately in~reased. State 

Government had notified Rs.20 per day as wages un~er the scheme ·for 7 ho!-'rs work 

per day. Hence, wages payable to ·EAS worker would be Rs.23 per day upto March 

1995 and Rs.25 per day from April I ?95. Wages were u_nderpaid to the extent of 

Rs.3 per manday on the entire mandays (211.35 lakhs) generated during 1993-94 . to 
\ - : 

1.995-96 under the scheme which worked out to Rs.6.34 crores. 
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3.18.9.3 State Government notified wages payable under the scheme as Rs.22 
per day from April 1995. Even this enhanced rate was not paid by implementing 
agencies with effect from April 1995. The short payment on this account worked out 
to Rs.1.31 lakhs in respect of 65,440 mandays generated during 1995-96 in 119 works 

by 13 implementing agencies in the four districts test-checked. 

3.18.9.4 Defects in Nominal Muster Rolls_(NMRs) 
Under the scheme, registration by workers was a pre-requisite. 

However, no reference to registration number or family card number was given in 
NMRs. Hence, it could not be ensured in Audit whether work was given only to the 

identified registered workers. 

The quantity of work done by workers covered in the NMR was not 

indicated in the NMRs. 

3.18.10 Social forestry 

3.18.10.1 Plantation of eucalyptus 

Plantation of eucalyptus trees was not permissible under Social 
Forestry. But, eucalyptus seedlings were planted in two blocks7 in Pudukkottai District 

at the cost ofRs.1.64 lakhs in 1993-95 under the scheme. 

3.18. I0.2 Plantation of palmnuts 

The cost of planting one palmnut seed during 1994-95, as arrived at by 
Project Officer, Tamil Nadu State Palmgur and Fibre Marketing Co-operative 
Federation, Pudukkottai was Re.0.57 per seed. 

Tamil Nadu Palmgur and Fibre Marketing Co-operative Federation, 

Pudukkottai planted 2. 5 7 lakh palmnut seeds at the cost of Rs. I . 40 lakhs. 

In four blocks' in Pudukkottai District, 27.25 lakh palmnut seeds were 
planted during 1994-95 at the cost of Rs.21.07 lakhs (cost per seed : Re.0.77) 

resulting in an excess expenditure of Rs.5.53 lakhs due to non-comparison of rates and 
non-entrusting the work to the Federation by implementing agencies for planting the 
seeds. 

Gandarvakottai and .Karambakudi. 

8 Gandarvakottai, Karambakudi, Pudukkottai and ifhiruvarankulam. 
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3. 18.10.3 Purchase of polythene bags for raising nurseries 

District Forest Officer. Social Forestry Division. Pudukkottai 

purchased polythene bags (cost : Rs.4. 16 lakhs) for raising nursery in August 1994 and 

August 1995 and paid Rs.0.10 lakh and Rs.0.58 lakh in August 1994 and September 

1995 towards escalation in the cost of polythene bags. As there was no escalation 
clause in purchase order, payment of price escalation was not in order. 

3.18.11 Involvement of contractors 

From the notings and certificates recorded in Measurement Books and 
other records regarding purchase of steel/cement, return of unused quantity of 

cement, etc. in Kariapatti, Narikudi and Sivakasi blocks of Kamarajar DRDA. it was 
seen that contractors were engaged in execution of 21 works (cost : Rs.9.41 lakhs) 

such as construction of kitchen shed, construction of RCC deck slab, construction of 

bus shelter, etc., under EAS contrary to GOI guidelines. 

3. 18.12 Monitoring 

Though monitoring of EAS was brought under the purview of the State 

Level Co:.ordination Committee in February 1995, first meeting of the Committee was 

held only in February 1996. Vigilance squads were not formed for intensive inspection 

of EAS works in the districts though contemplated in GOI guidelines. 

No check was exercised by ORD/State Government on progress 

reports furnished by implementing authorities to ensure correctness of expenditure 

reported, since there were discrepancies in the figures of expenditure reported by 

ORD As test-checked and actuals as per accounts as stated in paragraph 3 .18.6. 1. 

3.18.13 Evaluation 

No evaluation of the Scheme was undertaken by State Government so 

far (March 1996) even though a sum of Rs. I ~3 . 09 crores had been spent under the 

scheme during 1993-96. 

The above poirits were referred to Government in June I 996; reply had 

not been received (December 1996). 

2/24- 20a 
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SMALL fNDUSTRIES DEPARTMENT 

3.19 Utilisation of infrastructure in Government electrical and 
electronics industrial estates 

For achieving organised development and speedy growth of electrical 

and electronics industries, 8• Industrial Estates were established by the department 

during 1967-87. Providing developed plots/constructed sheds on hire purchase/ rental 

basis with infrastructure (roads, water supply and drainage facilities) to needy 

entrepreneurs was envisaged under the scheme and expenditure of Rs.2.19 crores was 

incurred towards acquisition of 295.67 acres and its development. Industries 

Commissioner and Director of Industries and Commerce (IC & DIC) was vested with 

overall charge of development work and monitoring and functioning of the estates. 

Test-check of utilisation of these facilities created during the period 

1987-95 revealed as under: 

(a) Allotment of plots 

(i) Out of 502 plots ( 150. 77 acres) developed in 7 estates (except 

Thiruvanmiyur) during 1967-87, only 423 ( 131.62 acres) were allotted as of October 

1995. Out of this, industrial units were established in 181 plots only (58.6 1 acres). As 

industrial units were not established in 321 plots, expenditure incurred on their 

acquisition and development remained unfruitful . 

(ii) ln Kappalur, as location of the estate was not suitable, 46 out of I 03 

plots developed at the cost of Rs. 17. 11 lakhs remained unallotted. 40 plots out of the 

46 were earmarked (May 1986) for transfer to Tamil Nadu Small Industries 

Development Corporation (SIDCO) on its request. However, as SIDCO did not take 

over the plots, reasons for which were not made available to Audit, these were 

ordered (December 1993) to be retained by the department. 

(iii) According to terms and conditions of allotment, plots were to be 

handed over/taken over within 3 months from the date of allotment failing which the 

allotment order was liable for cancellation. Out of 34 plots allotted in Salem Industrial 

Estate, 19 plots were handed over to allottees after a delay of 12 to 6 1 months mainly 

Coimbatore. Hosur, Kakkalur, Kappalur. Perungudi. Salem. Tiruchirappalli and 
Thiruvanmiyur. 

.. 
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due to delay in deciding the ownership of the land (Revenue Department/Public Works 

Department (PWD)/ Panchayat Union) from whom it was to be acquired and nature of 

transfer (i .e. outright sale/lease) of the land from PWD. 

(b) Delay in construction of sheds 

Submission of plans for construction of sheds was also delayed from 

to 2 years in 9 cases (out of 3 I in Kakkalur) mainly due to non-furnishing of the details 

of measurement of the plots. 

(c) Improper utilisation of plots 

In 62 plots (in Thiruvanmiyur (35) and Perungudi (27) estates) out of 

278, allottees were engaged in manufacture of items not connected with 

electrical/electronic products, contrary to conditions of allotment. The department did 

not take any action to cancel the allotment. 

(d) Non-recovery of land cost 

----------~An~. entrepreneur was to pay the land cost in four instalments (thr~e 
instalments in the case ofThiruvanmiyur). First instalment of 25 per cent (50 per cent 

in the case of Thiruvanmiyur) was payable within 30 days from the date of receipt of 

allotment orders. Subsequent instalments with interest of 15. 5 per cent per annum on 

the outstanding amount were payable every year commencing from I 0 January of the 

following year in which land was taken possession of. 

. In 2 industrial estates developed (Kappalur and Salem), demands for 

collection of principal and interest were not raised resulting in an amount of Rs. I 5.30 

lakhs remaining unrecovered as on 3 I March, 1995. 

Test-check of records further revealed as under : 

Despite instruction of CC & DIC issued in November 1986 to hand over 

I 0 developed plots (3. 04 acres) to an entrepreneur after recovering the entire cost of 

Rs. I . 41 lakhs, the plots were handed over to the allottee in December 1986 after 

collecting Rs.0.35 lakh only towards the first instalment. Lack of follow-up action in 

this regard by the department resulted in non-recovery of Rs.1.06 lakhs for more than 

nine years besides interest and penal interest amounting to Rs.1.30 lakhs. 

• 
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(e) Non-recovery of rental/hire charges 

In 4 estates (Hosur, Kakkalur, Thiruvanmiyur and Tiruchirappalli), 138 

constructed sheds were allotted on rental/ hire purchase basis. As on 
31 July, 1995, a sum of Rs.66.46 lakhs was outstanding for sheds allotted during 

1981-82 to 1994-95 towards rental (Rs.54.53 lakhs) and hire purchase (Rs.11.93 

lakhs) dues. 

(i) Allotment of a shed made in October J 972 to an allottee in Kakkalur 

was cancelled repeatedly in February 1978, July 1982 and September 1992 due to 

accumulation of rental arrears and non-commencement of production. The repeated 

cancellation had become necessary as cancellation order was got rescinded each time 
either by Directorate of Industries and Commerce or Government on assurance given 

by · the firm to clear the arrears or as the firm was covered under "sick unit 

rehabilitation programme". It was finally decided by Government in July 1994 to 

cancel the allotment and IC & DIC was also required to take appropriate action for 

recovery of rental arrears. However, no specific action was taken to recover rental 

arrears with interest amounting to Rs.8.65 lakhs (upto March 1995), besides the shed 

constructed at the cost of Rs.0 .97 lakh remaining unutilised for over 22 years. 

(ii) In Hosur, two sheds constructed -at the cost of Rs.0.66 lakh were 
allotted on rental basis in September 1973 to a firm and an agreement deed was 
executed in November 1973. The sheds were taken possession by the firm in 

December 1973 . Though the unit became defunct in September 1982, no action was 

taken for cancellation of allotment till March 1984 which resulted in accumulation of 

rental arrears. Action to evict the allottee in May 1990 did not fructify. Machinery 

and equipment of the allottee could not be auctioned by the department as these were 

financed by more than one financial institution and rental arrears of Rs. 1.31 lakhs were 

not realised as of September 1995. The two sheds, resumed during October 1990 and 

November 1990, remained unallotted. 

(t) Non-recovery of maintenance charges 

According to conditions of allotment, maintenance charges were 
recoverable from allottees every month on pro rata basis for maintenance of roads, 

sewage systems and other amenities. 

Though IC & DIC approved (August 1987) a method for the purpose, 

based on that followed by SIDCO, Krishnagiri, the department took some steps 
between October 1987 and December 1992 to fix the agency for maintaining the 

industrial estates and fix the maintenance charges. However, the efforts did nqt 

fructify. IC & DIC forwarded fresh proposal in November I 993 to Government for 

,/ 
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orders for recovery of Rs.1,800 as maintenance charges per acre per annum from the 
allottees in 3 estates (Kakkalur, Kappalur and Tiruchirappalli). Even this proposal was 

not approved by Government as of September 1995. A sum of Rs. 18. 90 lakhs 

incurred by the department towards maintenance charges in all the 8 estates during 
March 1981 to September 1995 remained unrecovered, as a method for collecting 

maintenance charges was not evolved even after a lapse of more than 8 years. 

(g) Unutilised building/equipment 

Due to non-provision of power-wiring and controlled environment 

required for proper functioning of laboratories, two buildings constructed at the cost 

of Rs.5.08 lakhs (Kakkalur (cost : Rs.4 lakhs) and Hosur (cost : Rs. l .08 lakhs)) during 

May 1993/May 1989 and equipment procured at the cost of Rs.6.16 lakhs during 

1989-95 (Kakkalur : Rs.5.19 lakhs; and Hosur: Rs.0.97 lakh) could not be utilised. 

These deficiencies in the functioning of the industrial units indicated 

that the facilities created by incurring an expenditure of Rs.2.19 crores did not largely 

achieve the objective of speedy growth of electrical/electronic industries in the estates. 

The matter was referred to Government in June 1996; reply had not 

been received (December 1996). 

3.20 Non-functioning of a tra~ning institute for gem cutting 

With a view to promote small and tiny industries in gem cutting, 

Government sanctioned in June 1993 Rs.12 lakhs (Rs. 9 lakhs for purchase of 

machinery and Rs. 3 lakhs for pre-operative expenses) to start a training institute for 

gem cutting at Bargur under Co-operative Society's Act to train 400 persons a year 

from 1993-94. The amount of Rs.12 lakhs was disbursed to "The Bargur Gem 

Cutting Industrial Co-operative Society Limited" (Society) in October 1993 based on 

the proposal of District Industries Centre (DIC), Dharmapuri for purchasing 50 

faceting machines to train 50 beneficiaries already identified. 

The Purchase Committee appointed in September 1993 made its 
recommendation in October 1993 regarding purchase of machinery for the Society. 

But the recommendation was not acted upon by Industries Commissioner and Director 

of Industries and Commerce (IC & DIC) since a new Technical Committee was 

constituted by Government in January 1994 to examine, inter alia, various aspects and 

functioning of the gem cutting machinery. As report of the Technical Committee was 

not forthcoming, IC & DIC pennitted the Society in July 1994 to purchase 10 gem 

\ 
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cutting and polishing machines from a firm in Dindigul as already recommended by 

Purchase Committee. Accordingly, I 0 machines were purchased at the cost of 

Rs. 1.01 lakhs and were installed (August 1994) in the premises of Society. Because of 

the delay in the purchase of machinery, no training was given in 1993-94 . 

During 1994-95, training was imparted by the Society to I 0 members 

only under Training of Rural Youth in Self-Employment (TR YSEM) of integrated 

Rural Development Programme (I.RDP). DIC attributed the shortfall to non-purchase 

of adequate number of machines, unwillingness of peopl.e in Dharmapuri District to 

come forward to learn the trade by paying tuition fees, non-availability of qualified 

trainers in Dharmapuri District and poor marketability of finished products due to poor 

quality . 

As the scheme was considered a failure, proposals of the department 

for sanction of training under TRYSEM for the year 1995-96 were not approved by 

Dharmapuri District Development Corporation (DDDC). 

Considering the above constraints, IC & DIC issued (February 1996) 

instructions regarding modalities for the training (restricted to I 0 persons for each of .. 
the two shifts in a year) and selection of suitable candidates for the post of trai ners. It 
was also stipulated that ·cost of training be limited to interest income of the Society. 

Application for the post of trainer was called for in April 1996. Further actton taken 

by the department was awaited (May 1996). 

' , · t j 

Though no additional machinery were to be purchased, no action had 

ber n taken t~ recov~r the unutilised bal.ance of Rs."1 .0.99 lakhs fro111 the Society. 

. Thus, _the objective of training 400 persons every year in gem cutting 

and polishi,ng by promoting a Gem Cutting .. Training, lnsti_tute envisaged by 

Government. in June 1993 was not achieved even after the release of Rs. 12· lakhs to the 

Society. 

The matter was referred to Government in June -1996; .reply had not 

been received (December 1996) . 

' ' I ' ~ • 
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SOCIAL WELFA RE AND NUTRITIOUS MEAL 
PROGRAMME DEPARTMENT 

Failure to avail of Centntl grant for purchase of drugs 

Tamil Nadu Integrated Nutrition Project Phase.II (T INP-11) was 

implemented from September 1990 with World Bank assistance. One of the 

components of the scheme was to supply drugs to improve the health status of 

children. Reimbursement of 80 per c:ent of expenditure under the scheme incurred for 

procurement and supply of drugs by Health Sub-centres of Primaty Health Centres 

(PHCs) was to be made by World Bank of which, Govern ment of India (GOI) was to 

release 30 per cent as grant and 70 per cent as loan to the State. The 'bid documents' 

approved by World Bank in January 1995 stipulated that at the ti me of bidding, the 

fi rms should have manufactured and supplied drugs for at least five years and should 

tu rni sh a certificate regarding satisfactory completion of supplies. Guidelines for 
procurement under World Bank assisted schemes provided that all the eligible bidders 

sati sfying the above conditions should be allowed to participate in the bid. 

Project Co-ordinator, TINP-11 invited (Januaty 1995) competitive bids 

fo r purchase of drugs fo r 1994-95 . Against Government sanction (March 1995) for 

Rs.5 .06 crores, supply orders were placed in March 1995 with 22 out of 40 firms for 

supply of 2 1 drugs. Between May 1995 and November 1995, expenditure of Rs.6. 18 

crores was incurred on purchase of drugs and reimbursement claims for Rs.4. 94 crores 
were sent to GOl. 

Based on the complaint received from a fi rm that bid documents 

requisitioned by them were despatched by Registered Post only on I March, 1995 just 

a day prior to the prescribed due date for receipt of bids, records relating to the biJ 
were verified by World Bank {August 1995). 

In December I 995, World Bank declared the contracts awarded for 

procurement of drugs and nutritions for 1994-95 as 'misprocurement' due to violation 

of its guidelines as a firm was denied opportunity to participate in the bid and also due 

to ,1warding of contracts to six bidders who did not meet the requirement of 

manufacturing and marketing drugs for at least five years on the date of bidding 

(licence for manufacturing drugs was obtained between February 1992 and January 

I 095). The entire claiin was rejected by World Bank in December 1995. 

2!'.24- 21 
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Thus, the violation of guidelines prescribed by World Bank as also the 

awarding of contracts to ineligible firms resulted in depriving the State of Rs. 1.48 

crores as subsidy and Rs. 3 .46 crores as loan from GO I. 

The matter was referred to Government in July 1996; reply had not 

been received ( December 1996). 

3.22 Irregularities in purchase of gold rings 

Government launched (October 1992) "Puratchi Thalaivi Dr. J. 

Jayalalitha Scheme for Girl Child" with the objective of promoting family welfare, 

welfare of girl children and to eradicate female infanticide. The scheme was to cover 

parents less than 40 years of age who had undergone sterilisation with one or two girl 

children and no male child and whose annual income was less than Rs.12,000 

(Rs.6,400 prior to April 1993). The beneficiary under the scheme was the on ly girl 

child or second of two girl children in the family and the child should be below 3 years 

at the time of enrolment. District Social Welfare Officers (DSWOs) were to identify 

the beneficiaries and issue a certificate on enrolment . On identification, a sum of 

Rs.5,000 per beneficiary was to be invested in her name in the special fund to be 

· created by Government in the Public Account and periodical payments were to be 

made to beneficiaries through her parent/guardian. 

One gold ring weighing 2 gms. worth Rs.800 was to be given on the 

first or next birthday immediately after enrolment. The scheme was to take effect from 

April 1992. 

Irregularities in the implementation of the scheme were noticed by 

Audit in March 1996 and a review, conducted in June 1996, on the working of the 

scheme during 1993-94 to 1995-96 revealed as under : 

'(i) According to Rules framed by Government in March 1994, the amount 

of Rs.5,000 per beneficiary was to be drawn and credited to the special fund created 

under the Public Account. DSWOs were to draw the amount due to beneficiaries 

once in a month from the fund and keep it in a Persona l Deposit Account to be 

maintained within the Government account. An amount of Rs. I 1.44 crores was 

drawn, by Director of Social Welfare and Nutritious Meal Programme (DSWNM P) as 

grants-in-aid in respect of 22,886 beneficiaries identified during 1993-94 to 1995-96. 

But no separate Special Fund was created as of May 1996. The payments should have 

been met out of budget provision against final head in view of the availability of 

computerised information for the scheme in the Directorate. 
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(ii) Though an amount of Rs. I I .44 crores was credited to Deposit head 

under public account, cost of 22,462 gold rings (Rs. 1.80 crores) purchased during 

1994-95 to 1995-96 was wrongly classified to revenue head of account and the 

misclassification relating to 1994-95 (Rs.85 .54 lakhs) was rectified in 1995-96. The 

misclassi fi cation relating to 1995-96 (Rs.94. 15 lakhs) was not rectified (June 1996). 

(iii) For purchase of gold rings, no tender procedure was adopted and the 

rings were purchased by DSWNMP from some private jewellers without calling for 

any tender or quotation. Government approved (September 1995) the procedure 

adopted during 1994-95 for 1995-96 also . Records of DSWNMP or DSWOs did not 

indicate placing of any supply orders with jewellers indicating the number of rings to 

be supplied, period of supply, purity of the gold, etc. Making charges claimed by each 

jeweller varied from 2 to 1 1 per cent of cost of gold and no uniform rate was adopted . 

The invoices did not contain description of the article purchased and description given 

was ambiguous. DSWOs were to collect the gold rings either from the Directorate or 

from the Office of Minister for Social Welfare after paying the cost through demand 

draft/cash. 

(i v) In 10 Districts· , in respect of which details of purchase and di stribution 

of gold rings were available, out of 10,659 gold rings (cost : Rs.85 .27 lakhs) 

purchased during 1993-94 to 1995-96, 639 rings were not distributed and lying with 

DSWOs either due to death of beneficiary child or due to non-coming of parents of the 

beneficiaries in spite of issue of reminders. Cost of 3,404 go ld rings (Rs.27.23 lakhs) 

released (February/March 1996) for purchase of gold rings to beneficiaries identified 

during 1995-96 were lying with 8 DSWOs unutilised (May 1996), as the DSWOs were 

asked by Collectors not to proceed with procurement of gold rings until further orders 

from the Directorate due to adverse press comments. 

(v) According to the Scheme, each girl child was to be given a go ld ring 

weighing 2 gms. wo rth Rs.800. As market price of gold was fluctuating and as no 

provision was made for making charges and taxes, the gold rings were purchased with 

lesser weight (varying from 1.4 to 1.62 gms.). There was no system to ensure quality 

of the rings supplied. To an audit enquiry, DSWNMP replied (June 1996) that 

considering the fluctuation in the rate of gold, Rs.800 was taken as standard and all 

beneficiaries were given gold ring worth Rs.800. Thus, the scheme was formulated fo r 

supply of gold rings weighing 2 gms., without taking into account the fluctuation in 

cost of gold, making charges and sales tax and hence was inherently defective resul ting 

in unequal benefits to benefi ciaries. 

Chengai-MGR. Coi mbatore. Dharmapuri. Dindigul, Erode. Madurai . North Arcot
Ambedkar, Salem. South Arcot-Vallalar and Timchirappalli 
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The matter was referred to Government 111 July 1996: reply had not 

been received (December 1996 ). 

TRANSPORT DEPARTMENT 

3.23 Unfruitful expenditure on development of Colachel Port 

Indian Rare Earths Limited (!REL), a Government · of India 

Unde1taking and the exclusive user of Colachel Port requested Government (July 

1980) for provision of additional facilities to the port . The Consultants, who were 

entrusted with the job of making a feasibi lity study, suggested (October 1980) that 

effect of sea erosion was obvious and extreme caution should be exercised whi le 

providing new faci lities. Government sanctioned (June 1984) construction of a jetty at 

the cost of Rs.22.80 lakhs at Colachel Port. The expenditure was to be equally shared 

by State Government and I REL. Tenders fo r the work were called for in October 

1988 and the Tender Committ ee. which evaluated (December 1988) the tenders, 

rejected them as those were conditional tenders. In the meantime, !REL informed 

(June 1989) State Port Officer (SPO) that their export commitments from Colachel 

Port would not show an upward trend as supplies to the domestic users had to be 

effected from mines. 

Notwithstand ing the fact that expo1t commitments would not show an 

upward trend from this po1t, a revised estimate for Rs.59.59 lakhs, for increasing the 

len~rth of the jetty from 90 metres to 16 1 metres, was sent to Government in January 

1990 fo r approval. I REL agreed (June 1989) to share project cost upto a maximum of 

Rs. 15 lakhs. Government accorded (March 1990) revised admini strative sanction for 

Rs.52 lakhs. The lowest tender fo r Rs.57. 76 lakhs recommended by the Tender 

Committee on retendering in August 1990 was accepted (October 1990) by 

Government and the site was handed over to the contracto r in October 1990. During 

execution of work, due to severe erosion of sand, fou ndation of several columns was 

exposed and the designed depth adopted in the foundation fo r columns was found to 

be inadequate. Consequently, length of the piles and steel liner tubes was to be 

increased. The estimate was, therefore, revised to Rs. 99.25 lak hs which wa-:. 

approved by Government in January 1993. The work was completed in March 1093 

at the total cost of Rs.98.72 lakhs 



• 
In May 1993, the State Port depa1tment observed that the jetty could 

not be operated without a fendering systemr" . Though ti mber strip and rubbing strip 

tendering system was provided in the original estimate, it was not executed. During 

execution of work under the revised estimate, temporary fendering only was provided 

at the cost of Rs.0.66 lakh for one shipping season. and Rs. 1.2 1 lakhs were again 

spent for temporary fendering during 1994-95 . These fenders were damaged during 

actual operation in 1994-95. and the cargo were handled through Vallams· as was 

done prior to construction of the jetty. This resulted in non-utilisation of the jetty 

(April 1995) constructed at the. cost of Rs.98 .72 lakhs and also incurring of an 

additional expenditure of Rs.1.87 lakhs on temporary fenders . 

In this connection. the fo llowing observations are made. 

(i) The Consultants' findings were not examined properly while preparing 

original estimate. the design adopted was found to be inadequate, and revised estimate 

was prepared fo r execution of add it ional quantities of items necessitated due to severe 

erosion of sand which led to exposure of foundation of several columns and adoption 
of bored piles instead of columns. Government stated (August 1996) that preparation 

of drawing and estimates and supervision of works were done by the Consultants 
themselves. However, the fact remained that the length of the piles was designed for 5 

to 8 metres only in original estimate and later (January 1993) revised to I 0 metres, 

against the contemplated level of at least 12 metres below the sea bed in the 

Consultants' foasibi lity study findings of October 1980. 

(ii) Even though !REL reported in June 1989 itself that export of ilmeni te 
sand through the port wou ld not increase, due to encroachment and hindrance to road 

traffic. location of the jetty had to be shifted and length of the jetty was increased from 

90 m. to 16 1 m. after consulting lREL, resulting in increase in the cost of work from 

Rs.22 .80 lakhs to Rs.52 lakhs. Thus, due to defective planning, the location was 

shift ed, which resulted in an additional expenditure of Rs.29.20 lakhs. 

(iii) IREL expressed their inability to share cost of construction at 50 per 

c.:<'111 and remitted only Rs.30 lakhs towards their share in M~rch 199 1, 

November 1991 and December 1993 But, total cost of construction of the jetty was 

Rs.98 .72 lakhs and State Government had to meet the balance cost. Quantity of 

Fendering system means. a protection to the ships sick against piers. etc .. or a 
structure to guard agai nst contact or impact on the pier. 

Boal propelled with paddles. 
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ilmenite sand exported through this port was only 0.28 lakh tonnes during 

1989-90 and 0. 12 lakh to 0.3 1 lakh tonnes during 1992-95 and there was no export 

during 1995-96. 

Thus, due to adoption of inadequate design and due to provision of 

facilities even after knowing that export th rough this port was not going to increase. 

the expenditure of Rs. 98. 72 lakhs incurred on provision of infrastructural facilities 

became largely unfruitful. 

3.24 lnfructuous expenditure on development of Valinokkam Port 

State Government declared (March 1984) Yalinokkam Port as a minor 

port for use by Tamil Nadu Salt Corporation for exporting salt. Infrastructural 

facilities were proposed to be constructed at the cost of Rs.45 lakhs in anticipation of 

approval of Customs Department fo r declarati on of the port as Customs Port•. An 

expend iture of Rs.45.49 lakhs was incurred during 1980-90 for provision of 

infrastructural facilities. However, proposal of State Government to declare the port as 

Customs Port was negatived (July 1985) by Governlnent of India (GO!) due to 

insignificant traffic, lack of rail connection, lack of commercial imports/exports and 

due to its close proximity to Tuticorin Port . GOI suggested that the port may be used 

for ship breaking activities. The Department stated · (April 1996) that no cargo. 

including salt was exported through this port as the port was not declared as a 

Customs Port and al so stated (August 1996) that due to _shallowness, only 12 mi ni

sized vessels were scrapped during 1988-96. 

In the meantime, a fishing harbour breakwater was proposed 

( 198 1-82) by the Fisheries Department and completed during 1984-85. After 

construction of the breakwater, the jetty, constructed (cost : Rs.5.47 lakhs) for 

movement of boats and launches was of no use due to siltati on. State Port Officer 

stated (April 1996) that the dredging operations could not also be carried out in view 

of huge cost involved in bringing the dredger from Cuddalore. Government stated 

(August 1996) that siltation around the jetty was not anticipated at the time of 

construction of breakwater and the jetty was proposed to be auctioned. 

Thus, the objective of provision of infrastructural facilities for handling 

cargo was not fully achieved even after incurring an expenditu re of Rs.45 .49 lakhs. 

Customs Port means a Port where the assessment of payment of customs duty and 
observance of customs formalities are lo be done. 
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3.25 lnfructuous expenditure on idle staff 

Government sanctioned (August 1988) Rs.25 lakhs towards purchase 

of two flat deck barges and one shallow draft motor launch for transporting passengers 

from the jetty to ferrying vessel and vice versa at Rameswaram Port and also l 2 staff 

fo r manning barges and launch. Two barges (cost : Rs. 14 lakhs) and the launch (cost : 

Rs.3 .53 lakhs) were acquired in September 1989 and February 1990 respectively. The 

barges could not be put to use due to non-resumption of passenger traffic. which was 

suspended in October 1984 itsel f due to ethnic problem. The barges were utilised 

during 199 1-92 to 1993-94 for transporting refugees for deportation. The barges 

could not be used in other minor ports as these were designed to transport only 

passengers. As the ferry service was not restored, the barges were di sposed of 

through public auction (December 1994) and· an amount of Rs.2.25 lak hs was realised. 

An infructuous expenditure of Rs.2.28 lakhs was incurred towards salary of staff 

during 1994-95 and 1995-96, even after disposal of the barges. 

3.26 Non-recovery of loan 

Under the Centrally Sponsored Scheme of loan assistance to State 

Government for providing assistance to private parties fo r construction of mechanised 

sailing vessels. Government of I.ndia released Rs.38.40 lakhs to State Government 

between March 1983 and June 1985. State Government, in turn, di sbursed the 

amount as loan to 3 beneficiaries between March 1983 and September 1985. at an 

interest rate of 6 .5 per cent per annum ( 1983-84 : 7 per cent; 1984-85 : 8 per cent) 

The principal was to be repaid in I 0 annual equal instalments. Moratorium of 2 years 

was only fo r principal and during thi s period, interest was payable at the rates 

prescribed. An amount of Rs.26.05 lakhs (Principal : Rs. 18. 14 lakhs; Interest : 

Rs. 7. 9 1 lakhs) due from December 1987 to March 1996 was pending recovery as of 

April 1996 in respect o f all the three beneficiaries. 

While interest due for earlier period was outstanding, interest due for 

subsequent periods was recovered. 

No penal interest was levied for the delay/non-payment of 

principal/interest, even though there were delays in repayment of principal and interest 

in respect of all the four loans by all the three benefi ciaries. Penal interest accrued on 

this account worked out to Rs.3 .69 lakhs (fo r principal : Rs.2.60 lakhs: for interest : 

Rs. 1.09 lakhs). 

March 1983 : Rs.6.49 lakhs: Febmary 1984 : Rs.3 .50 lakhs: November 1984 
Rs.20.0 I lakhs: and September 1985 : Rs.8.40 lakhs 



The agreement provided for recovery of the whole loan amount in one 

lump sum, in case of failure to pay one or more instalments. The mortgage deed also 

provided for taking possession of vessels and selling it to realise the amount due. The 

department had not invoked penal clauses of the agreement and mortgage deed but 

allowed the loan and interest amounts totalling to Rs.26.05 lakhs as of April 1996 to 

fall in arrears. 

Government stated (July 1996) that action under Revenue Recovery 

Act had been initiated against the benefi ciari es. However, progress if any; in -recovery 

of loans/interest was not indicated . 

GENERAL 

3.27 Misappropriations, losses, etc. 

(i) Cases of misappropriation of Government money reported to Audit to 

the end o f March 1996 and on which final action was pending at the end of June 1996 

were as under: 

Number Amount 
of cases (rul)CCS 

in lakhs) 
Cases reported to the end of 
March 1995 and outsta nding 
at the end of June 1995 470 143.4-l 

Cases reported during 
April 1995 to Ma rch 1996 32 J.UU 

502 l-l(,.44 
Cases cleared during 
July 1995 to June 1996 4-l 2.39 

Cases outstanding at 
the end of June 1996 458 1-l4.05 

Departmentwise and yearwise analyses of the pending cases are 

furnished in Appendix XII . In all these cases, report on the departmental action taken 

and results of the proceedings initiated against Government Servants responsible, 

required to be sent to Audit according to Financial Rules, were awaited (August 

1996). 

• 
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(ii) In addition, 368 cases (Rs. I. 19 crores) of theft, damages to properties, 

etc., reported to Audit upto March 1996 by departments other than Public Works and 

Highways and Rural Works Departments and 1,833 cases (Rs. I. 77 crores) either 

reported by or noticed during audit of Public Works and Highways and Rural Works 

Departments upto 1995-96 were pending fi nalisation as on 30 June 1996. 

Departmentwise and yearwise analyses of these cases are contained in Appendix Xlll . 

3.28 Write off/Waiver of losses, irrecoverable loan/interest, etc. 

... ln 26 cases, details of which were made available to Audit, losses and 

irrecoverable loans/interest amounting to Rs. I . 52 crores were written off/waived by 

Government during 1995-96. Departmentwise details are indicated below : 

(Ru pees in lakhs) 

De1>a rtmcnt Written off Waive r 
Number Amount Number Amount 
of items Rs. of items Rs. 

Agriculture 8 133 .09 

Animal Husbandry and Fisheries 6 10 .12 

Commercial Taxes and Religious Endowments 3.77 

Co-operation. Food and Consumer Protection 2 0. 15 

Prohibition and Excise 3 0.40 

Public 3 0.07 

Revenue 3 -U 8 

23 151.9 1 3 0.07 

FINANCE DE PARTMENT 

3.29 Outstanding Inspection Reports 

Audit observations on financial irregulari ties and defects m initial 

records, noticed during local audit but not settled on the spot, are communicated to 

Heads of Offices and to immediate superior authorities through Inspection Reports 

(IRs) . Important irregulariti es are reported to Heads of Department and Government. 
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Government issued orders in April 1967 fi xing a time limit of 4 weeks. 

from the date of receipt of I Rs, for furnishing first replies by Heads of Office. 

In view of large number of outstanding !Rs and paragraphs. 

Government constituted at both State level and depa1tmental level, Audit and 

Accounts Committees for consideration and settlement of outstanding paragraphs. 

Duri ng 1995-96, in 9 sittings of the Committee, no paragraph was settled. 

To end of June 1996, 8,600 !Rs (issued upto December 1995) 

containing 32, 179 paragraphs were pending settlement. Yearwise details ~f !Rs 

pending settlement are as under. 

Year 

upto I 99 1-92 
1992-91 
1993-9-1 
1994-95 
1995-96 
(uplo 
December 1995) 

Number of 
IRs pen ding 

.:i. 11 2 
1.3 15 
U60 
1.437 
1.276 

8.600 

Number of 1iara-
graphs pending 

7. 932 
-1.9-19 
5.7 16 
6.556 
7.026 

----------
32. 179 

Out of 8,600 lRs and 32, 179 paragraphs outstanding, a review of 

outstanding I Rs of Agriculture, Animal Husbandry and Fisheries, Social Welfare and 

Nutritious Meal Programme. and Forest Departments revealed as under: 

De11artment. 

I . Agricullurc 

2. Animal Husbandry and Fisheries 

3. Social Welfare and Nutritious 
Meal Progra mme 

-1 . Forests 

Outstandin~ 

I Rs Para-

gra 1>hs 

561 1666 

3 17 963 

160 -189 

356 1648 

Number of I Rs for 
which fi rst re1>lies 
were not received 

IOI 

75 

3 I 

30 

4-

/. 
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CHAPTER IV 

WORKS EXPENDITURE 

ENVIRONMENT AND FOREST S DEPA RT M ENT 

Avoidable expenditure due to adoption of oversized pits 

ln the standardised model estimate (December 1990) for afforestation 

schen~s, provision for digging 45 cubic centimetre (cu.cm.) pits in hillocks was made 

fo r planti ng seed lings raised in polythene bags of size 13 cm. x 25 cm. of 200 gauge. 

The Principal Chief Conservator of Forests (PCCF) had, however, issued orders in 

November 199 1 that 30 cu.cm. pits would be sufficient for seed lings raised in such 

polythene bags. In July 1993 , the Chief Conservator of Forests (Development) (CCF

D EV) who was delegated with the powers of approving model estimates by PCCF, 

communicated model estimate for the year 1993-94 wherein provision was again made 

for digging 45 cu. cm. pits fo r seedlings raised in such polythene bags. 

Test-check of the records of Vell ore and Chengalpattu Divisions by 

Audit revealed that 45 cu.cm. pits were dug for this operation in respect of 24 

estimates sanctioned during 1992-93 and 1993 -94 . Whentt:he reason fo r adoption of 

45 cu.cm. pits in the model estimate for 1993-94 was called for by Audit (August 

l 995), the PCCF stated (November 1995) that orders reducing the pit size was issued 

based on the suggestions of the Conservator of Forests, (COF) Vellore Circle and the 

soil condition in that circle. However, it was noticed by Audit that : 

(i) Proposals of COF, Veil ore did not mention about soil condition. 

(ii) Model estimate communicated by PCCF in December 1990 indicated 

the soil condition as hard gravelly soi l and hence the orders issued by PCCF in 

November 199 1 was applicable to that soil condition only, irrespective of the location. 

(i ii) Pits of size 30 cu.cm. were adopted by Chengalpattu Division which 

was not under Vellore Circle. 

(iv) The COF, Salem on receipt of model estimate fo r 1993-94 had 

requested (August 1993) fo r the orders for adoption of 30 cu.cm. pits as instructed by 

PCCF in November 1991. 
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Thus, adoption of 45 cu.cm. pits for this operation 111 the model 

estimate approved by the CCF-DEV led to avoidable extra expenditure of Rs.3 .49 

lakhs due to adoption of oversized pits by Vellore and Chengalpattu Divisions during 

1992-93 to 1995-96. 

When the matter was referred to Government in June 1996, 

Government stated in October 1996 that adoption of 45 cu.cm. pits was based on the 

repo11 of the committee for standardisation of model estimate for afforestation 

schemes issued in September 1990. The reply was not tenable in view of the fact that 
• • 

45 cu.cm. pits adopted in the standardised model estimate by PCCF (based on the 

recommendations of the committee) was revised to 30 cu . cm. pits by PCCF: in 

November 199 1. As there was no further recommendation . the adoption of 45 cu. cm. 

pits in the model estimate issued after November 199 1 was not in order. 

PUBLIC WORKS DEPARTMENT 

4.2 National Highways 

4.2.1 Introduction 

Ministry of Surface Transport (MOST) of Government of India is 

primarily responsible for construction, development and maintenance of National 

Highways (NHs) in the country. The Ministry is also responsible for overall planning, 

sanctioning of projects, provision of funds and evo lving standards/specification fo r 

execution of works relating to National Highways. Actual work of construction and 

maintenance of NHs is entrusted to respective State Governments on agency basis. 

Works relating to NHs, situated in the State (2002.464 Kms.) are 

executed by Highways and Rural Works (H & RW) wing of the State Public Works 

Department ( PWD) 

4.2.2 Organisational set up 

NH works in the State are executed by two C hief Engineers (CE), one 

incha rge of NH-45 and the other incharge of remaining NH works, assisted by five 

Superintending Engineers (SE) and sixteen Divisional Engineers (DE). 

Abbreviations used in this review arc listed in the g lossary at Appendix XV (Page 250). 

• 

, 

.,,. 



• 

... 

141 

4.2.3 Audit coverage 

Records relating to execution of NH Works including implementation 

of World Bank assisted ·National Highways Project' (N HP) maintained in Government 

Secretariat, Offices of two CEs, fi ve Circles 1 (four NH circles and one NHP circle) 

and eleven Divisio ns2 for the period I 990-96 were reviewed by Audit during 

September 1995 to November I 995 and in June 1996. Results of audit are contained 

in the succeeding paragraphs. 

4.2.4 Highlights 

Expenditure of Rs.16.97 crores was incurred on 

establishment during 1990-96 in excess of agency charges recoverable from 

Government of India . 

(Paragraph 4.2.5) 

Two hundred and two tender calls pertaining to the years 

1990-95 test-checked in the office of Chief Engineer (NH) revealed that 181 cases 

were responded to by only one (32 cases) or two (149 cases) tenderers indicating 

poor response from tenderers. Of the 93 cases test-checked in four Circles under 

latter category, the same pair of tenderers participated in 2 or more calls in 39 

cases. Poor participation by registered contractors due to restricted sale of 

tender forms and failure · to delete the non-participating contractors from the 

Register of Contractors periodically as per Government order vitiated the 

tendering system. 

(Paragraph 4.2.6.3) 

A voidable delay in acceptance of lowest tenders in two 

cases resulted in extra commitment of Rs.36.58 lakhs. 

(Paragraph 4.2.6.4.(i)) 

In three cases, injudicious decisions in rejecting the lowest 

competit ive tenders had resulted in extra li~bility of Rs.38.82 lakhs. 

(Paragraph 4.2.6.4.(ii)) 

I. Chcngalpallu (NHP). Chenna i. Madurai. Salem and T irunelveli . 
2. Chcngalpattu (NHP). Coimbatore. Chennai. Madurai I. Madurai II. Salem. Tambaram 

(NHP). Tirunelvcli . Tiruchirappalli . Vellorc and Villupuram. 
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In one work, failure to assess the requirement of profile 

correction course before awarding contract and award additional works, 

contingent to main work, to the main contractor in time had resulted in an 
avoidable extra commitment of Rs.44.04 lakhs. 

(Paragraph 4.2. 7. I) 

A voidable deh\ys in acqmrmg land and selecting proper 

design for the construction of approaches to Railway overbridge resulted in 

escalation in the cost of work by Rs.2.24 crores besides non-accrual of benefits 

even though Railway overbridge portion was completed by Railw~s in 
December· 1995. 

(Paragraph 4.2.7.2) 

Payment of Rs.7.60 crores was made in four packages 

under ' National Highways Project' for the use of foreign inputs without 

verifying actual usage in accordance with the agreement conditions. 

(Paragraph 4.2.7.3) 

ln contravention of the provision of the agreement, 

contractors were paid Rs.3 l.03 lakhs towards price variation for additional 

works executed at the rates fixed under current schedule of rates. 

(Paragraph 4.2. 7.3.(iii)(a)) 

Irregular entrustment <_>f lease for ' Toll collection ' had 
resulted in loss of revenue to the extent of Rs. I 0. 78 lakhs. 

(Paragraph 4.2.9. l ) 

4.2.5 Funding 

Entire expenditure on construction, development and maintenance of 

NH is met by GOI and the State Governments are entitled to agency charges fo r 

meeting establishment expenses at 9 per cent of the cost of works excluding 

maintenance of roads in urban limits. Besides, agency charges are also allowed on 

survey and investigation (1 per cent), quality control (upto I per cent) and work 

charged establishment (ranging from 1 to 2 per cent). Assistance at the rate of 

Rs.1 6,000 per km. upto August 1994 and at Rs.60,000 per km. from September 1994 

was also provided fo r maintaining roads in urban limits. 
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Expenditure on NH works including NHP is initially met by the State 

and booked under "865 8 Suspense Accounts - Pay and Accounts Office Suspense" . 

Expenditure on establishment etc., is met from the Conso lidated Fund of the State and 

agency charges are credited to the State by debiting the same suspense head . The 

amount is reimbursed by Pay and Accounts Office, Bangalore (PAO) of MOST, the 

nominated PAO, and the suspense head is cleared thereafter. 

As against Rs. 196. 82 crores including agency charges for 1990-96 

claimed by the State Government, Rs. 17 1.64 crores was reimbursed by GOL The 

difference consisted of claim for February 1996 and March 1996 on NH works 

(Rs.5 .21 crores) and disallowed expenditure and withheld amounts (Rs. 19.97 crores) 

which were mainly due to clarifications required on vouchers and expenditure in 

excess of GOI sanctions. lt was noticed that reimbursement of expenditure under 

NHP from June 1994 onwards (Rs. 16.64 crores) was withheld as the revised estimate 

for the project was not approved (May 1996) by GOl. Consequently, agency charges 

of Rs. 1.3 7 crores claimed but not reimbursed by GOI on this account had been shown 

as receipt in the Government account though not actually received. 

It was noticed in audit that as against the actual establishment 

expenditure of Rs.33 .22 crores incurred during 1990-96 for the execution of NH and 

HP works, only Rs . 16.25 crores was claimed as agency charges at 9 per cent of the 

cost of works. Rupees 16. 97 crores was met from the State funds indicating that only 

49 per cent of establishment expenditure was being recovered from GOl and 

expenditure incurred on establi shment during 1990-96 was in excess by I 04 per cent 

of the amount reimbursable by GOI. 

4.2.6 System of tenders 

4 .2.6. 1 Registration of contractors 

Government in November 1986 and December 1992 prescribed the 

experience required in Government work and solvency for registration/promotion of 

contractors to appropriate class. The experience and ·solvency prescribed for 

registering contractors for executing works valuing more than Rs. I 0 lakhs were as 

under : 



Monetary Limit 

Above Rs. I 0 lakhs 
and upto Rs.25 lakhs 

(i) upto November 1992 

(i i) from December 1992 

Above Rs.25 lakhs 

(i) upto November 1992 

(ii) from December 1992 
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Minimum experience 
in Gove rnment. works 

7 years 

4 years and at least 5 
works should have been 
executed for a total value 
not less than Rs. I 0 lakhs. 

8 years 

5 years and at least 
5 works of tota l value 
not less than Rs.25 lakhs. 

Minimum 
solvcncv 

Rs.5 lakhs 

Rs.7.5 lakhs 

Rs. 5 lakhs 

Rs. I o lakhs 

Test-check · of documents relating to 181 out of 757 cases of 

registration in 5 circles revealed that contractors without prescribed experience (more 

than Rs. I 0 lakhs - 75 cases; more than Rs.25 lakhs - I 05 cases) and solvency (more 

than Rs. I 0 lakhs - 18 cases; more than Rs.25 lakhs - 7 cases) were registered for 

carrying out works during 1990-95. Of the 180 defecti ve cases of registration, 14 

contractors were awarded a total of 20 works (Contract value : Rs. 9. J 0 crores). 

4.2.6.2 Publishing advertisements 

MOST prescribed in May 1989 fo llowing norms for publi shing 

advertisements relating to tender calls in newspapers/journals: 

(i) 

(ii) 

(iii) 

(iv) 

Cost of Work 

Upto Rs.50,000 

Above Rs.50.000 upto Rs.25 lakhs 

Above Rs.25 lakhs upto 
Rs.2 Crores 

Above Rs.2 Crores 

Norms 

No necessity for advertisement 

3 Regional newspapers 

2 National newspapers. 2 Regio nal 
newspapers. The l ndian Trade Jour
nal and The Indian Highways 

4 National newspapers. 2 Regiona l 
newspapers. The Indian Trade Journal 
and The lndi<1n Highways (Advertise
ment for pre-qual ificat io n only) 

' 
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Test-check in 4 NH Circles revealed that out of 70 cases of tender calls 

made during 1990-95, in 38 cases (all works costing above Rs.50,000 and less than 

Rs.25 lakhs), advertisements were published in excess of the prescribed norms 

Excess publication in I to 4 newspapers had resulted in additional expenditure of 

Rs.2.96 lakhs. In the remaining 32 cases (all works costing more than Rs.25 lakhs), 

advertisement was published in fewer number of newspapers than prescribed resul ting 

in purchase of tender schedules by on ly one (3 cases) or two ( 17 cases) contractors. 

4.2.6 .3 Poor participation in tenders 

Test-check of records relating to 202 tender call s pertammg to 

1990-9 1 to 1994-95 made av~ilable to audit by the office of the CE (Nl-1) revealed that 

181 tender calls were responded to by only one (32 cases) or two ( 149 cases) 

tenderers which indicated poor response from tenderers. Scrutiny of 11 8 tender calls 

in 4 NH circles di sclosed that only two offers were received in 93 cases out of which 

in 39 cases, the same pair of tenderers participated in 2 o r more tender calls. Of the 

remaining 25 cases, only single tenders were received in 15 cases and they were 

accepted by the department. Further, the pattern of tenders accepted in respect of 59 

development works in these circles revealed that tenders were below the estimated 

cost (ranged from (-) 0.0 I to (-) 19.64 per cent) in 7 cases and tender excess (i) upto 

5 per cell/ in 7 cases, (ii) 5 to 10 per cent in 25 cases and (iii) 10 to 3 5 per cent in 

. 20 cases. 

(a) Government in December 1992, ordered annual review of Register of 

Contractors and delete the names of those who had not participated in tender call s fo r 

the last two years or who failed to execute works. The Government order also 

stipulated the deleted names to be considered for registration only after one year. 

Though such penal action could force the contractors to participate in tender calls, 

thereby facilitating receipt of competitive tenders, the annual review was not 

conducted in all the circles. 

(b) T he pattern of sale of tender fo rms in respect of 1 18 cases reviewed in 

four H circles test-checked revealed that tender forms were sold only to one 

contractor in 9 cases and to two contractors in 77 cases. 

(c) Complaints against non-issue of tender forms inspite of requests were 

received from 3 contractors during 1992-93 in Madurai circle. 

From the above, it would be seen that the tendering system was vitiated 

which would ha ve effectively prevented securing competitive rates for tenders floated 

by the CE(NH). 

' 2/24-23 
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4 .2.6.4 Fina lisation of tenders 

(i) Delay in acceptance of t enders 

Test-check of 125 cases pertaining to the years 1990-95 in the 4 NH 

circles revealed that in 27 cases, the tenders were not finali sed within the validity 

period mentioned in tender notice. Failure to finalise the tender within the validi ty 

period had resulted in cancellation of sanction of two schemes, viz , (i) widening of 

single lane to double lane in km. 14/3 70 to km.20/0 of NH 7 A, (ii) wideni ng and 

strengthening from km.8/0 to km 14/4 of NH 7A_ Consequently, the expenditure of 

Rs.2.60 lakhs incurred on account of adverti sement and miscellaneous expenses on 

these two schemes prove<;l infructuous. Cancellation of sanction in one of the above 

schemes resulted in non-widening of the only single lane stretch in the State to dou ble 

lane. Fu rther, in two cases, there was avoidable extra financial commitment of 

Rs.36.58 lakhs as detail ed below : 

. ~ 

(a) The lowest tender of Rs.46.50 lakhs for executing the work 

"Strengthening of the existing two lane pavement in km. 254/785 to km. 260/0 of NH-

7" , with validity upto 12 April 1992 and recommended by the CE (NH) on 13 

December 1991 was not finali sed by Government till the ex piry date of validity of 

. nder As the tenderer refused in April 1992 to revalidate the offer, retender was 

~ailed for in April 1992 which resulted in the work being entrusted at a higher cost of 

Rs.65 .88 lakhs in December 1992; the work was completed in February 1996 and final 

bill was yet to be paid (May 1996 ). 

(b) T enders were invited in August 1989 for the work "Reconstructi on of a 

High Level Bridge at km. 27 1 /2 of NH-7 along with approaches". The lowest tender 

of Rs.57.63 lakhs recommended by CE (NH) on 5 October 1989 was not decided by 

the Government till the expiry of validity of the tender (29 November 1989). 

Consequently, the offer was withdrawn and the work was awarded at higher cost of 

Rs.75 .37 lakhs in November 1990 in retender and completed in July 1995 at the cost 

of Rs. 74.83 lakhs. Reasons for the delay could not be verified by Aud it as 

Government stated (September 1996) that the file was destroyed. 

(ii) Non-acceptance of competiti ve tender 

According to the provisions of Highways Man ual, the Engineer should, 

as a rul e, accept the lowest re liable tender unless there are good and convi ncing 

reasons to do the contrary. The department failed to accept competitive tender in the 

fo llowing cases: 

' 
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(a) Irregular rejectio n of tender 

GO J accorded in January 199 1 technical approval and fi nancial sanction 

of Rs. 95 . I I lakhs for the work of" Streng thening the weak two lane pavement in km. 

327/083 to km. 333/6 of NH-45". Estimate for the work was technically sanctioned 

fo r Rs. 95. 11 lakhs by the CE (NH ), Chen nai , in July 1991. 

T enders fo r the work were in vited by the SE (N H), Madurai in August 

199 1, the value of work put to tender being Rs.86. 16 lakhs. Five tenders were 

received. T he lowest tend er (Rs.74.23 lakhs) was 13 .85 per cent below the esti mated 

cost put to tender. The remaining fo ur tenders o f Rs.90.2 1 lakhs to Rs. 1. 12 crores 

were above the estimated cost . The SE rejected a ll the tenders in October 1991 fo r 

the reaso n that the lowest tender which was below the estimate was unworkable and 

o rdered calling of retenders, tho ugh there was only one tender w hich was below the 

estimate. 

Re tenders were invited in November 199 1. Four tenders were 

received . The lowest tender (Rs.8 1.69 lakhs) was 5 . 19 per cent below the estimate. 

T he remaining three tenders were at Rs.93 .68 lakhs to Rs. 1.09 cro res. 

The lowest tender of Contractor ·A' for Rs. 8 1.69 lakhs was 

recommended in February 1992 to the Government by the CE (NH) for acceptance. 

Government observed in May 1992 that good quali ty work could not be done wit h 

discounted tenders and wanted CE to consider award of tender to second lowest 

tenderer Firm ' B' fo r Rs.93 .68 lakhs w hich was 8.72 per cent above the estimate o r 

alternatively invite retenders again. Thereafter, CE (Nl-1) recommended the tender for 

Rs. 93 .68 lakhs of Firm · B', w ho had q uoted Rs. 74.23 lakhs in fi rst ca ll and the 

recommendati o n was accepted in August 1992 Work was completed in Aug ust 1995 

and Rs .80.36 lakhs was· paid to the contracto r (October 1995) . Final bill was not paid 

as of August 1996. 

Following irregulariti es were noticed : 

T he CE while recommending the lowest tender of the second call to 

Government in February 1992 had stated that the tenderer was financially sound and 

was capable of doing the work and the rates quoted were reasonable. When the 

Government d irected the CE in February 1992 to furnish performance report of the 

two lowest tenderers of the second call, it was reported by him in May 1992 that the 

lowest tenderer had not executed any work in NH Wing and his capabilities were yet 

to be tested . However, it was noticed in audit that t he lowest tendere r was registered 

as a class I contractor in October I 985 itself and had executed road wo rks ranging 

from Rs.9.07 lakhs to Rs.50 lakhs for the Corporation of Chennai and the Tamil Nadu 
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State Co nstruction Corporation . The tenderer was also pre-quali fied in March 1991 

fo r a work valui ng Rs.5. 15 crores under a World Bank Assisted Project, w hich was to 

be executed to NH standards. Therefore, the report of the CE was not based on 

facts and Government had no basis to ignore the lowest tender. 

Thus, the rejection of the lowest tender at Rs.81 .69 lakhs by the 

Government in the second call and award of work to the tenderer who quoted higher 

rates of Rs.93 .68 lakhs did not appear to be justifiable. The additional commitment of 

Rs. 11 .99 lak.hs was avoidable. The additional commitment would work out to 

Rs. 19.45 lakhs if calcu lated with reference to the original offer of Rs. 74.23 lakhs by 

the same firm in the first call. 

(b) The SE (NH) Madras recommended in January 1992 the lowest 

tender of Rs. 13.25 lakhs for executing the work of "Special Repairs to km. 18/0 to 

km. 22/3 of NH-4 - Poonamallee by-pass" to the CE (NH). The SE also clarified in 

February 1992 that six out of seven tenders received were below the estimated cost 

put to tender (Rs. 16. 73 lakhs) ranging from 20.8 1 to 4.16 per cent; the lowest 

tenderer had quarry with crusher and own lorries and tenders with less percentage 

ranging from(-) 13. 13 to(-) 26.02 for contract values of Rs.20.70 lakhs to Rs. l.70 

crores were accepted earlier. 

CE (NH) instructed (March 1992) the SE to reconsider his 

recommendations as the Government had felt that only premium tender should be 

accepted for NH works to ensure good quali ty of work. 

SE changed (April 1992) his earlier recommendation without any valid 

reaso ns stating that the rates quoted by the lowest tenderer was unworkable. Retender 

was invited in June 1992 and the work was entrusted to the lowest of the two 

renderers at the cost of Rs.20.85 lakhs (tender premium of 9.89 per cent) in August 

1992. Work was completed at the cost of Rs.3 1.37 lakhs (February 1993). The 

additional commitment of Rs.18.12 lakhs was avoidable. 

(c) Government did not accept the lowest tender of Rs. 1.45 crores ( 13.35 

per cent less than estimated cost put to tender), received in August 1990 fo r the 

work of "Strengthening of existing weak two lane road from km. 40/0 to km. 52/8 of 

NH-5" on the ground that price hike in petroleum products at that time would have a 

pinch on the lowest contractor. The third lowest tender of Rs.1 .54 crores (8. 15 per 

cent less than the estimate), recommended by the CE was accepted in March 199 1. 

As the contractor abandoned the work in May 1993, the contract was terminated in 

May 1994 and the balance work costing Rs.69.57 lakhs was entrusted in July 1995 at 

the risk and cost of original contractor to another contractor for Rs. 1.57 crores. 

.. 
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SE (NH) Chennai and CE (NH) had recorded that the contractor 

quoting the lowest had executed several NH works, and was fi nancially sound with 

good labour force and satisfactory past performance. Further, the contractor had 

revalidated his tender even after the hike in pet roleum pri ce. However, another 

tenderer who did n_ot have such a record and equally affected by the hike was 

considered and his tender w hich was below the estimated cost was accepted. Thus, 

injudicious decision in rejecting the lowest tender had resulted in an extra liability of 

Rs.8.7 1 lakhs. 

4.2 .6.5 Extra expenditure in execution of widening and strengthening of 
existing carriageway 

The World Bank aided · National Highway Project (Nl-fP)' consisting 

works of "Widening the existing carriageway to four lanes in km. 27/8 to km. 67/0 

and strengthening the existing carriageway in km. 27/8 to km. 160/2 of Nl-1-45 " was 

sanctioned by the GOl for Rs.54. 11 crores in September 1986. Eleven firms pre

qualified in July 1986 with the approval of GOl were eligible to participate in tenders 

for the Project which was spli t up into six Packages excluding land acquisitio n. 

The lowest tenders of Firm ' BR' viz., Rs. I l.84 crores for Package I 

and Rs. 7.4 1 crores fo r Package lI were accepted by the Government with the approval 

of GO I in May 1987. The contracts were annulled in October 1987 after forfeiting 

Earnest Money Deposit of Rs. 19.43 lakhs due to failure of the contractor to execute 

the agreement. The offers of 3 firms (Firms NB, lR and AP) fo r Package I and offers 

of 2 fi rms (Firms rR and AP) fo r Package ll, received during the retender (April 

1988), were considered and the lowest offers of Firm NB (Rs. 14. 64 crores) for 

Package I and Firm l R (Rs. 10 .26 crores) for Package ·n were recommended to GOI in 

May 1988 for acceptance. As the project sanctioned cost of Rs.54. 11 crores was 

exceeded by 15 per cent mainly due to high tender premium received for these two 

Packages, the revised estimate of Rs. 72.29 crores fo r the project was approved by the 

Cabinet Committee in September 1989. In the meantime, based on adverse remarks 

passed by the Worl d Bank Mission (WBM) in December 1988, on the performance of 

Firm N in another work, a constituent of Firm NB, and Firm IR, the tender proposals 

were returned to the Government by GOI in December 1988 to recommend the tender 

of Firm AP for both the Packages. Revised proposals fo r Package I (Rs. 16.56 crores) 

and Package II (Rs. I l .62 crores) were approved by GOI in September 1989. Works 

were awarded to Firm AP on 29 September 1989 and taken up fo r execution in 

November 1989. 
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The following points were noticed : 

(a) There was no provision either in the Federation Internationale Des 

lngenieurs Conseils, Switzerland (FIDlC)~ conditions adopted fo r the project or in the 

Special conditions included by the Government to recover the extra expenditure 

incurred by the Government due to refusal of the contractor to execute the agreement 

after acceptance of tender and consequent execution through other agencies. This 

condition was prescribed in the agreements entered into with the contractors executing 

other works including NH Works. As the letter of acceptance would constitute the 

conclusion of the contract, the no n-provision of stringent penal clause in the tender 

document had enabled Firm BR to back out of t he contract which ultimately cost the 

Government an extra liability of Rs . 8. 74 cro res on account of retendering. 

(b) According to pre-qualification details furni shed by the MOST in July 

1986 and February 1988, Firm AP was qualified to execute works only upto Rs.22.50 

crc_:> res. Two other firms who were similarly qualifi ed were not permitted to participate 

in the retender for Packages l and lJ (April I 988) as they had exhausted their limit of 

qualification of the contract. Thoug h the firm AP had also exhausted its limit of 

qualification as it had been awarded contracts fo r the value of Rs.34.97 crores fo r 

NHP works in Punjab State in June 1987 and the works were in progress, it was 

allowed to participate in the tender. Further, it was also awarded contract for a fw1her 

sum of Rs.28 . 19 crores in September 1989 fo r Packages I and II, despite the limi t of 

Rs.22.50 crores, vitiating the tender system. Packages J and IT scheduled to be 

completed by November 1992 were not completed as of Apri l 1996 even though 

additional mobilisation advances of Rs. 1.82 crores were paid to the fi rm in July and 

August 1990 to tid_e over its financial constraints. 

4.2. 7 Execution of works 

4 .2.7 . 1 Delay in entrustment of additional works 

Government of India while sanctioning the work "Strengthening the 

existing weak two lane pavement from km. 3 14/2 to km. 324/4 of NH -45" ordered 

(October 1988) to assess the correct quantity of bituminous macadam (BM) for profile 

correction course (PCC). However, without assessing the quantity, the work was 

entrusted to contractor R at the cost of Rs. 70.43 lakhs in August 1989 and the 

agreement was executed in September 1989. The contractor was not allowed to 

FIDIC conditions are the conditions of lnternational Contracts recommended b) the World 
Bank for adoption in all their aided projects. 

.. 
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commence the work pending assessment of PCC requirement. Further, the CE 

(Roads), MOST, during inspection of the site in October 1989, o rdered to rebuild the 

sunken portion of certain reaches which were not contemplated in the o rig inal 

sancti ons. PCC requirement was assessed in January 1990 and additional works 

costing Rs.6.4 1 lakhs were proposed to be executed before taking up the main work 

by the same contractor . Proposal sent to Government in April 1990 was not app roved 

till December 1990 due to certain clarifications sought for by Government. The 

contractor withdrew his offer in December 1990. Contract was foreclosed in January 

1991 . On retender in June 199 1, the work including additional work was awarded to 

the same contractor fo r Rs. 1.2 1 crores in March 1992. Work commenced in April 

1992 was under progress as of Ap ril 1996 and the expenditure of Rs.87.89 lakhs was 

incurred. 

Thus, failure of the department to assess PCC requirement before 

awarding contract and that of the Government to entrust additional work contingent to 

the mai n work to the same contractor in time had resulted in an avoidable extra 

commitment of Rs.44.04 lakhs. 

4 .2 .7.2 Avoidable extra expenditure on fo rmati on of approaches 

Work of "Construction o f Rail way over-bridge (ROB ) and its approach 

road at km 427/0 of NH near Samayanallur" sanctioned (March 1987) by GOI fo r 

Rs. 1.84 crores was to be shared by Railways (ROB work) and MOST (approach 

po1t ion). The lowest tender of Rs. 1.3 5 crores fo r approach road recommended by CE 

(N H) in December 1988 was returned by Government in November 1989 with a 

direction to call for fresh tenders after land acquisition proceedings for acquiring the 

required lands were completed . ln the meantime, revised estimate fo r Rs.2. 17 crores 

(Rs . I . 72 crores fo r approach road) was approved by GOI in June 1989. The lowest 

tender o f Rs.3.37 crores for approach road received in response to tender call in July 

1993 was recommended (December 1993) by CE (NH) fo r acceptance by 

Government. T he tender was accepted by Government after the revised estimate of 

Rs.4 .86 crores fo r both the works (Rs.3.96 crores for approach road) was approved 

by GOI in January 1995 and agreement was executed in March 1995. The site was 

handed over in March 1995 and the work was scheduled to be completed by March 

1997. An expenditure of Rs.3.06 crores was incurred upto April 1996. The ROB was 

completed by Rail ways in December 1995 at the cost of Rs. 1.06 crores. 

There was avoidable delay in acquiring land fo r the work resulting in 

escalation in the cost of work by Rs.2.24 crores (Rs.3.96 crores - Rs. 1.72 crores) as 

detailed below : 
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(i) The land requirement proposal fo r 12. I 19 acres sent by PWD in March 

1983 had to be revised as additional land was to be acquired due to revision of the 

design for diversion road. Proposals for additional land required for the revised design 

was sent to the Revenue Department in February 1986. Based on the request from the 

Revenue Department, a consolidated proposal was again sent in January 1988. 

(ii) Revised proposal sent by the concerned Tahsildar (January 1988) was 

returned by the District Revenue Officer, Madurai in January 1989 to submit the 

proposals in metric system. Revised proposal was submitted by the Tahsildar in May 

1989. 

Thus, the improper investigation and deciding the incorrect design by 

PWD and slow processing of the p~oposal s by Revenue Department had resulted in an 

avoidable delay of 74 months in the preparation of draft notification. Excluding thi s 

delay, the land which was finally acquired in March 1994 (after 132 months) could 

have been acquired by February 1988 (59 months) and the work could have been 

awarded during the first call-(October 1988) itself 

Besides escalation in cost of wo rk, there was escalati on in cost of land 

and the benefits of the scheme had not yet been accrued to the public though the ROB 

was ready in December 1995. 

4.2.7.3 Execution of National Highways Project 

Review of the records relating to execution of Packages 1, 11, V and V I 

of the National Highways Project (NHP) mentioned in para 4.2.6.5 above reveal ed as 

under: 

(i) Excess payment on fo reign inputs 

The general and special conditions of contract stipulated in the tender 

document and agreements adopted for works under NHP included vari ous instructions 

regarding use of foreign inputs (Expatriate staff, labour and inputs to be imported from 

other countries). The conditions are summarised as under: 

(a) If the foreign inputs were to be used in the work, the cont ract 

agreement should indicate the cost payable to such inputs in terms of a fixed 

percentage to to tal tender value (in rupees) and payment to the extent of specified 

percentage was to be made in fo reign currency. The percentage was to be fi xed on the 

basis of justification showing the requirements of foreign inputs for the work by the 

contractor. 

,. 
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(b) 

.. 
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While releasing payment on account of foreign inputs, the payment was 

required to be limited to the specific percentage in the agreement and if foreign inpul s 

were not used in the work to the specified percentage. the payment on account of 

fo reign currency was to be restricted to the percentage actually used. 

It was noticed in audit from the contract agreement that payment in 

respect of Packages I and II of NHP was to be made in foreign currency (S terling 
Pounds) to the extent of 19 f Jer cent and 22 p er cent of the cost of work actually 

executed. However. the basis on which the above percentages were arrived at was not 

furnished by the depa11111ent. 

Payments were made in rupees on the basis of exchange rate then 
prevailing in respect of foreign inputs to the extent specified in the agreements for all 

the Packages. Further, it was seen that the contractor of Packages I and 11 had 

furnished documentary evidence fo r use of foreign inputs only to an exte.1t of :::. />er 

cell/ and 4 .25 p er cent of the tender value respectively. In respect of Packages V and 

VI, ·the contractor did not produce any documentary evidence fo r use 0 1· fo reign 

inputs. 

This resulted in excess and unauthorised payment of Rs.7.60 crnr\!s to 

the contractors. 

When the fa ilure in respect of Packages I and ll 'vvas pointed out by 

Audit (November 1995). the department ini tiated action (April I 9W ) tri invoke bank 

guarantee (Rs.3 .52 crores) to adjust the overpayment. The depanmenl stated (August 

1996) that the contractor obtained stay from the High Court of Chennai (HC) 

restraining the department from invoking bank guarantee and action has been taken to 

vacate the stay. In respect of Packages V and VI, the department stated (August 

1996) that the contractor protested through HC against extension or bank guaramee 

beyond June 1996. The HC allowed reduction of bank guarantee from Rs.68.50 lakhs 
to Rs.50 lak hs but the department appealed against the reduction. 

(ii) Price variation towards foreign inputs 

Agreements relating to Packages I and Tl of HP inter a/ia provided 

for payment of escalation in cost of foreign inputs from 12 months subsequent to the 

closing date of tender and should be based on acceptable base index, as app licable to 

the specifi ed foreign inputs, on construction projects in the foreign country. However. 
the department made payments of Rs.3. 11 crores on the basis of particulars of index 

furnished by the contractor without verifying their correctness/authenti city. The SE 

(N H 45) stated in November 1995 that authenticated indices would be obtained from 

the competent authority, and overpayments, if any, would be regulated before making 

final payments to the contractor. However, thi s had not been assessed by the 

department (August 1996 ). 
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( iii) 

(a) 

Excess payment on price vari ation 

Additional wo1 ks 

Agreements relating to Packages I. 11 , V and V I provided for payment 

of price variation due to escalation of prices of Indian and foreign inputs based on the 

va lue of work done excluding the value of any additional or varied work valued at 

current pri ces It was. however. noti ced in audit that in contravention of the provision 

of the agreements. contractors were paid price variation towards Indian and foreign 

inputs during June 1993 to January 1995 amounting to Rs.31 .03 lakhs (approximately) 

for additional works executed at the rate · tixed by adopting current schedule or rates, 

resulting in excess payment The Division has accepted the overpayment (October 

1996) and has proposed recoverv of the amount. 

(b) Sales tax on bitumen 

Agreements relating to Packages I. LI. V and V I provided for. among 

other things. payment of price variation on bitumen including any increase in statutory 

levies during execution or the work It was noticed in audit that w hile allowing price 

variation on bitumen including sales ta x for Packages V and V I. the sales tax and 

surcharges amounting to Rs.260 44 per metric tonne (MT) applicable on the date or 

tender (July I 986) was not deducted . This had resulted in excess payment o t' Rs.5.63 

lakhs on 2 162.52 MT of bitumen used in works during the period from February 199 1 

to July 1903 However. in respect of Packages I and 11, sales tax applicab le on the 

date of tender had been deducted properly 

(i v) Unauthorised aid to the contractor 

In accordance with terms and conditions of contract of N HP. intcrest

free mobilisation advances of Rs. 1.66 crores for Package I and Rs. 1. 16 crores for 

Package II equivalent to I 0 per ee111 or the contract va lue were paid to Firm AP in 

October 1989. The advances were to be recovered from interim payments made to the 

contractor in 24 instalment s starting from seventh month after the cornmence111e111 of 

work in November 1989 or until 80 p er ee111 of the work had been completed 

whichever was earlier. 

The contracror requested in September 199 1 for deferment in 

commencement of the recovery of mobilisati on advances for 12 months from June 

1990 on the ground that there was delay on the part of department in handing over site. 

in work area (Package I) and on the pa11 of Government in issuing licence for 

importing machines (Package II) . The request was forwarded to GOI (October 199 1 ). 

GOI agreed for deferment of the recovery of mobili sati on advances by 12 months for 

• 
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both Packages I and 11 and to charge simple interest at 18 p er cm/ for the deferred 

period fo r Package 11 only rejecting the content ion of' the contractor for this Package. 

However, test -check revealed that the agreement provided for handing over site in 

stages only. Out of the total road length of 26.60 km. for Package L site was handed 

over fo r a road length of U .46 km. in November 1989, I 90 km. in March 199 1, 4.00 

km. in April 199 1, 1.40 km. in June 199 1 and 1.75 km . in Ap ril 1992 before the 

cont ract period ( ovember 1992). The records also revealed that though two 

stretches exceeding 5 km. each were handed over in November 1989 it sel f the tirm 
had not kept up their programme and shown substantial progress of work Howeve.-, 

while fo rwarding the request of the contractor, the department fail ed to bring out 

factual position regarding handing over of site. GO! did not charge interest fo r the 

dete rred period attributing the fa ilure to the department. Thus, non-levying o f interest 

on mobilisation advance fo r the deferred period in Package I had resulted in loss of 
interest or Rs.5.20 lakhs. 

(v) Extra cost due to depa11mental failure 

During execution of the works relating to Packages V and Vl of HP, 

di sputes between the contractor and the department were referred to the Arbitration 

Committee in June 1990. The arbitration award brought out 111/er a/w the fol lowing 

departmental failu res. 

(a) The agreement pro vided for constnrction of retaining wall with random 

rubble (RR) masonry for · Madhu rnnthagam By-Pass' (Package V). But . the 

contractor had executed coarse rubble masonry . After site inspection, the arbitrators 

allowed higher rate at Rs.550 per cubrc metre (cu.111) as aga inst Rs.450 per cu m fo r 
RR masonry fo r thi s work . Failure of the departmeni to ensure execution of work in 

accordance with the specifications of the agreement had resulted in extra expenditu re 

of Rs.6.85 lakhs. The department stated (May 1996) that coarse rubb le masonry was 

superior to RR maso nry. However. superior construction was not pro vided in 

depa11mental specifications and the agreement 

(b) The agreement in ter a /io contemplated for providing sand gravel (SG) 

mix fo r the hardshoulders. Though the work was entrusted in January 1987. the 

depa11ment approved the SG mix design only in May 1988 . Due to delay in the 

appro val of SG mix design fo r hardshoulders fo r the widened portion, the contractor 

had executed edge packing with gravel to bituminous course fo r proper compaction of 
the edge or the existing carriageway, result ing in an extra cost of Rs.3.33 lakhs 

(Rs.1.93 lakhs fo r Package V and Rs.1.40 lakhs fo r Package VI). The department 

attributed (May 1996) the delay to administrative reasons wi thout mentioning the 

problems encountered in approving the design. 
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4.2.8 Disposal of stores 

According to the provisions of the Tamil Nadu Highways Manual, 

serviceable surplus stores w hich cou ld not be ! ransforred o r utilised on works either in 

the same divi sion o r o ther divisions were to be sold by publ ic auction . 

4.2.8 .1 Injudicious sale of surplus steel 

The CE(NH) sent a proposal to the Government in May 199 1 to 

dispose of the available surplus stock of 1,329 tonnes of steel by public auction . 

However, I , 19 1.838 tonnes of steei were sold to T amil Nadu State Construction 

Corporation (TNSCC) during October 1992 to September 1993 at Rs.3,800 per 

tonne. Out of the total sale value o f R~.45 . 29 lakhs, only an amount of Rs.8 . 11 lakhs 

was reali sed as of May 1996. 

The fo llowing points were observed 

(i) The rate fi xed for sale of steel was ad hoc and did not have any relation 

to market value. The market rate o f steel was more than Rs. I 0.000 per tonne at that 

time. 

(ii) The CE (TNUD P). sold surplus stock of steel du ring October 1990 to 

May 1991 , and September 1991 and O ctober 1991 to contractors at rates ranging 

from Rs.9,257.20 per tonne to Rs.9 ,493 per tonne while TNSCC was supplied only at 

Rs.3,800 per tonne. 

(ii i) Though Government issued orders for disposal of surplus steel through 

public auction in June I C)C)3, the department cont.inuecl its supply of steel to TNSCC at 

a lower rate of Rs.3.800 per tonne and delivered 308 tonnes after the issue of 

Government orders which was highly irregular. 

The loss on account of [ailure to sell surplus steel through pub lic 

auction could not be quantified in aud it. Non-rea li sation of Rs.37. 18 lakhs towards 

cost of steel from TNSCC had 1 esulted in loss of interest of Rs.17 .85 lakhs at 18 per 

cent simple interest for the perio d from October 1993 to May 1996 co Government 

and undue benefit to TNSCC to that extent. 

4.2 .8.2 Non-disposal of centering materials 

Centering materials purchttsed (Rs.46.43 lakhs) and used in a bridge 

work were kept idle from October 1983. The value of materials was assessed at 

Rs.26.52 lak hs in February 1992 but the action taken to di spose of the materials did 

not fructify . The materials had deteriorated and scrap value was assessed at Rs.7 .99 

lakhs (March 1996 ). The materials were not disposed of{ August 1996). 

• 
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4.2.9 Irregularities in collection of toll 

The NH (fees for use of permanent bridges) Rules 1978, inler a/ia 

provided for levy of fees (Toll) for permanent bridges. 

The toll levied was to be collected by the State Governments concerned 

either depart mentallv 0r through private contractors on the basis of competitive 

bidding and remitted every \~eek to GOI. The State would be entitled to collection 

charges not exceeding 12 p er w111 of the total collection. 

Collection of toll in respect of Kiliyar and Amaravathi bridges in NH-7 

and NI 1-45 revealed as under 

4.2.9. l Lease on nomination basis 

ln contravention of the rules. annual · lease rights fo r the period from 

February I 992 to Fchruary 1994 in respect of Amaravathi bridge were gr~rnted to a 

contractor (Rs.30.25 la~hs) and TNSCC (Rs.60.50 lakhs) on nomination ·basis much 

below the estimated amounts (Rs.58 .60 lakhs and Rs. 122 lakhs respectively) which 

were made on the basis of traffic census. This had resulted in loss of revenue of 

Rs.89.85 lakhs to GOI. Consequently, there was a loss of Rs. I 0 78 lakhs towards 

collection charges to the State. 

4.2 9 2 Non-realisation of toll fees 

According to the conditions of agreement granting lease hold rights fo r 

collection of toll fee~ for pi.::rma11ent bridges, the successful bidder had to remit 25 per 
ce111 or lease amount initially and balance in instalments l)f1 the dates fixed but before 

the lease period. (•n-payment of instalments on due dates would entail payment of 
interest at 20.50 per c:l!llf per annum and foreclosure of contract at the risk and cost of 

the contractor. It was noticed in audit that Rs.26.34 lakhs including interest were 

recoverable (June I 996) from three contractors even after the completion of the lease 

period as detailed below . 

Serial Name of the hridgt 
Numher 

l. Kiliy:u 

2. Kiliyar 

~ Amarm·athi -' · 

Tota l 

Lease period 

15. 12. 1993 to I :U . 1994 

20. 11 . 1994 10 20.:' . 1995 

10.02.19931009.2. 1994 

Amount pending recovery 
(Ru1>ccs in lakhs) 

16.06 

4. 10 

(1 . IX 
(I nterest) 

26.3 4 
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The department proposed action under Revenue Recovery A ct in one 

case (due - Rs. 16.06 lakhs) but the contractor filed a case in the High Court . In other 

two cases, no effective measures had been taken to realise the dues. 

Non-collection of lea c amount of Rs. 20 16 lakhs in respect of Kiliya r 

bridge had resulted in non-realisat ion o f revenue of Rs.2.42 lakhs to the State towards 

co llecti on charges. 

T ht:: matter was referred to (~overnmen t 111 .lulv I 99(). reply had not 

been received (December 19<)() ). 

4.3 Krishna Water Supply Project 

In order to augment drinking water supply to M uciras cit y, the 

Government of Tamil adu entered into an agreement w ith the Government o f Andhra 

Pradesh in April I 083 for drawal of I ) thousand million cubic feet (TMC) o f water 

annually through open canal from Sri sailam reservoir constructed acrns~ Krishna 

River. The works o f forming lined canals from Tamil Nadu border to the reservoirs 

and raising level of the reservoirs were executed in 8 Divisions. Test-check or 

records relating to execution of the works by Audit revealed the foll owing 

irregularities: 

(i) Delay in finali ·ing the tender 

T he work of" Improvements to the regulator of Poondi Reservoir from 

Longitudinal Section (LS) 0 metre to LS 11 7.35 metres" was technically sanct ioned 

for Rs. 168 lakhs by the CE. Tenders for the civil works were called for between July 

1991 and January 1992. While there was no response in the first and third call. only 

single tender was received in the second call. which was rej ecced due to high tender 

excess. During the four1h call made in March I 992. only a single tender was received 

from the same tenderer w ho responded in the second call. The tendered value of 

Rs. 1.J9 crores (46.55 t Jer Cf!llf above the estimated value) reduced to Rs. 1.2:l crores 

based on negotiations, was recommended to the Government by the CE. Based on the 

instructions from the Governm~nt ( ovember 1992), further negotiations were carried 

out and the negotiated tender o f Rs. I 19 crores w hich was 24 .99 p er ce111 above the 

estimated cost was recommended by the CE (December 1992) to the Government fo r 

acceptance H owever, no action was taken 0 11 the recommendation by the 

Government till 7 April 1993. 
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• In the mean time, the validity of tender which expired on 13 July 1992 

wa::. got ex tended from time to time upto 11 March 1993 and the tenderer withdrew 

the offer on 29 March 1993 The work was fina lly awarded for Rs. 1.39 crores (single 

tender) (J une 1994) The v.:ork scheduled to be completed in March 1990 was in 

progress ( 12 /)(' f' Cl'llt ) and the expenditure incurred was Rs 17 -W lakhs. 

Thus. tl1 L· delay in taking decision by the Government on the tendt>r 

rcce i , ·~d in the fourth call had resulted in extra liab ili ty or Rs 20.6) lakhs. 

On thi s heing pointed out , the Gnvernment stated (April 1996) that the 

delay was due to tim ... taken for bringing down rates and to avoid additional 

expenditu re The facl , however. remained that nego1iations were completed and lina l 

reduced rates were int i111ated to Government in December 1992 itself and no decision 

was taken till 7 Apri l, i lJ93. 

(i i) Extra expenditure on trimming 

Esti mates 1 1.~r the work 'E:-;cavation ol' ea11h and lining or link canal 

from Ponndi Reservoir !o Chembarambakkam tonk' provided for. am1Jng other th ings. 

car·thwork excavation. trimming the bed and sides or canaL gravel backing and lin ing 

Accordingly, during the course of c:-;ecution. trimming was allowed as a separate item 

in 48 out of 55 reaches of the canal and a total payment of Rs.49.25 lakhs was made 

fo r trimming work for a total quantity of 4.6:1 lakh squa re metres 

Accord ing to the prescribed technical specification of Tamil l\iadu 

Building Practice, for gravel backing, the surface to receive gravel coating was to be 

neatly trimmed to proper slope and hence the rate for gravel backing was inclusive of 

charges for trimming. It \Vas also noticed that in the si milar work of forrnatiL) ll of 

feeder canal, no separate rate fo r trimming was all owed and the technical specification 

adopted fo r gravel backing fo r both the canals was same. Further, the earth work 

excavation and lining works were executed under the same contracts and the work of 

excavation of ea11h included dressing the bed and sides to exact sections. Hence, there 

was no justification for the separate payment of Rs.49.25 lakhs made fo r trimming. 

(i ii) Avoidable;; extra expenditure on formation ofjeep t racks 

On the left bank of link canal (25 75 km.) and frecter canal (2 1.50 km) 

jeep tracks for the movement of inspection vehicles were formed with excavated and 

borrowed earth fo r a width of 6.5 metres and a height of 0.75 metre to 2 metres above 

ground level. The sanctioned estimates for the above work (in I 993-94 and 1995-96) 

provided for 2 layers of Water Bound Macadam (WBM ) for a width of 4.5 metres tu 

5.0 metres and works were executed accordingly. 
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In this connection, it was noticed that the standard widths adopced for 

roadway and carriageway by the Highways Department were 7.5 met res and 3 75 

metres respectively and WBM was provided only for the carriageway width of 3 75 

metres. Thus, the laying of WBM for a width of 4.5 metres to 5 metres for jeep track 

was higher than the standard adopted for the State roads by the Highways Department 
and had resulted in the avoidable extra expenditure of Rs.3 1.29 lakhs 

The department stated (March 1996) that there was no standard norms 

fo r formation of WBM road on canal banks and standards of Highways Department 
was not appiicable since canal embankments were made up of excavated soil. The 

department also stated (March 1996) that as the jeep tracks were also used by villagers 
for transporting agricu ltural produce and manure. 5 metres width WBM road was 

essential. Further, it woulci help to prevent sinking of jeep tracks, ease vehicle crossing 

and provide easy movt::ment of heavy machine1y The contention of the department 

was not tenable as private vehicles were prohibited from entering jeep tracks formed 

fo r movement of inspection vehicles. As such. there would not be heavy tranlc 

Further, the contingency for deployment of heavy machinery after completion of canal 

work would not arise since minor repairs and maintenance works do not require 

deployment of such machinery. 

The above points were referred to Government in August 1996. 1 cply• 

had not been received (December 1996). 

4.4 Additional liahility due to delay in finalisation of tender 

The work of improvement to East Coast Road from km. 11 /8 Lo km 

95/0 (Package 8) and km. 95/0 to km. 178/4 (Package 9) sanctioned in 

November 1989 under the lnan assistance of Asian Development Bank tADB) was 

entrusted in March 199 1 to Firm 'A' fo r Rs.30.29 crores and Rs.32 76 crores !Or 

Package 8 and Package 9 rec;pectively. The agreements entered with the contractor in 

Apti l 199 1 provided for pay•nent of price variation to the contractor for increase in 

the cost of inputs like labour, general materials and imported inputs over the base rates 

ruling on the date, 28 days prior to the closing date for submission of tenders. 

There was avoidable delay in fi nalisation of these tenders as detail ed 
below · 

(a) The closing date of tender was 2 May 1990. Tender proposals were 

recommended by the Chief Engineer (Highways), East Coast Road and Rural Roads 

(CE) to the Government on 2 June 1990. The Government called from CE on 14 June 

1990, comparative statements with reference to current schedule of rates (SR) and 

.. 
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performance report of Firm 'A' in respect of two ongoing works under World Bank 

assistance which were furnished by the CE on 13 July 1990 and 3 August 1990 

respectively. The proposals were forwarded to Government of India (GOI) on 29 

October 1990. However, the necessity for the performance report did not arise as the 

contractor was pre-qualified in 1989 for thi s work and the recommendations of CE 

contained relevant details. Further, the World Bank had evaluated the performance of 

the contractor favourably in May 1990. 

(b) GOl forwarded the proposals to ADB on 9 November 1990. The 

ce11ificate regarding bearing the excess expenditure over the loan amount by the State 

Government, called for by ADB on 26 November 1990, was furni shed by the 

Government on 8 February 199 1. The proposals were approved by ADB on 28 

February 199 1 and the order approving the tenders was issued by the Government on 

2 1 March 199 1 after obtaining letter from the contractor regarding reduction of 

foreign exchange component on 8 March 199 1. 

The loan and project agreements executed with ADB contemplated that 

excess expenditure over and above the loan amount proposed by ADB had to be met 

by the State Government. As the offer of Firm 'A' was substanti vely in excess of 

estimates, the Government should have furnished the certificates along with tender 

proposals. 

(c) The ADB was frequently reminding the State Government to send the 

proposals early during June 1990 to December 1990. 

Considering the time taken by GOI and ADB to approve the proposal 

and the availability of required information with the Government, the entire process of 

finalising and awarding the tender could have been completed by September 1990. 

The avoidable delay of 6 months from October 1990 to March 1991 in finalisation of 

tender had resulted in avoidable additional liability of Rs. 1.54 crores due to increase in 

cost of inputs during that period. 

The matter was referred to Government in June 1996; reply had not 

been received (December 1996). 

4.5 Excess payment on foreign inputs 

The agreement entered into with Firm 'A' in April 1991 for executing 

the works of improvement to East Coast Road from km. I I /8 to km. 95/0 (Package 8) 

and km. 95/0 to km. 178/4 (Package 9) provided for payment of 17. 16 per cent of the 

contract value in foreign currency (US dollars 38 lakhs) . The payments were to be 

released at specified percentage in all the interim bills payable to the contractor 
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restricted to the percentage of fo reign inputs actually used. During executio n, 

Government was satisfi ed about the utili sation of foreign inputs upto the extent of 

15.55 per cent of contract value and o rdered in March 1994 for payment o f foreign 

currency equivalent amount onl y to that extent. 

(i) ln respect of Package 8, the Divisional Engineer (Highways) 

Mahabali puram made payment fo r fo reign inputs at the rate of 17. 16 per ce11f upto 

September 1995 as provided in the agreement as against the rate of 15.55 per cent 

prescribed in the Government o rd er of March 1994. This had resulted in excess 

payment of Rs.37.28 lakhs. In respect of Package 9 , it was observed in audit that 

payment was restric ted to 15.55 per cent . The department proposed (August 1996) to 

recover the excess payment in six insta lments. 

( ii ) Even though the percentage was reduced to 15.55, the department 

could not produce to audit any documentary evidence to prove that the contracto r had 

utili sed foreign inputs on the works to that extent. Thus, the regul arity of the payment 

of Rs. I . I I crores for price variation on foreign inputs and Rs.4.37 cro res for 

fluctuation in exchange rate made in respect of both the Packages could not be 

verified. 

T he matter was referred to Government in July 1 996~ reply had not 

been received (December 1996). 

4.6 Avoidable delay in selection of site for construction of" Master 
Plan Complex" at Tuticorin 

Government in July 1987 allotted 300 acres of land which formed part 

of the land acquired for Sta te Industries Promotion Corporati on of Tamil Nadu 

Limited (SIPCOT) Complex at Tuticorin, for locating all di strict level offices and 

quarters for the Government staff (Master Pian Complex) of Chidambaranar Distri ct 

bifurcated from Tirunelveli District in O ctober 1986. Master plan fo r the Complex 

was approved by Government in August 1989. 

ln January 199 1, the Public Works Department (PWD) took possession 

of the land selected by the expert committee appointed fo r bifurcating Tirunelveli 

District. But, the High Court quashed (February 199 1) the acqui sit ion notificati on 

issued in respect o f a pa11 of land included in the layout. T wo sites measu ring 60.47 

acres situated within a radius of I km. selected by the Coll ector in March 1993, were 

approved by the Government in August 1993 for locating the Complex. The sites 

were handed over to the PWD in December 1993. G overnment accorded revised 

Administrative approval for Rs.4 crores in May 1995 fo r the construction of three 
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storeyed Collectorate building with necessary amenities and the Chief Engineer 

accorded technical sanction for Rs.4.40 crores in September 1995. The work had rtot 

been _commenced as of May 1996. 

The fo llowing observations are made: 

(i) As the Government was aware that a part of 300 acres of land taken 
over from. SIPCOT was under litigation even in 1985, the selection of site for the 

complex should have been restricted to the litigation free area and the construction 
designed suitably at the initial stage itself. 

(ii) The suggestion of the PWD in May 199 1 to revise the layout suitably 

and continue the construction in the area not covered by li tigation was not considered 

by the Collector. 

(iii) Due to change of the site, the expenditure of Rs. I. 93 lakhs incurred on 

preli minary "expenses on the land proved infructuous. 

(iv) Though alternative site was approved by Government in August 1993 

and taken over in December 1993 , the approval for construction was accorded by 

Govhnment only in May 1995 due to delay in preparation of revised estimate. 

(v) Even before the selection of site, advance payments of Rs.52. 90 lakhs 

were made to firms, between February 199 1 and March 1993 fo r procuring 

construction materials, etc. Besides, GI pipes valuing Rs. 15.03 lakhs were transferred 

from another completed work in January 1992. The Division contended in July 1994 

and December 1995 that the procurements were resorted to as advance activities, 

cement and steel valuing Rs. 16.55 lakhs had been utili sed in other works and GI Pipes 

valued at Rs.7.73 lakhs were transferred to Tamil Nadu Water Supply and Drainage 

Board in April 1993. The Division further stated that balance materials valued 

Rs.43 .65 lakhs (March 1996) would be used in the work. 

Thus, the selection of site which was under litigation, the delay in 
selecting alternative suitable site and the delay in according revised sanction for the 

complex had resulted in an infructuous expenditure of Rs. I. 93 lakhs and locking up of 

Rs.43 .65 lakhs towards cost of material not immediately required for the work. 

Besides, the cost of construction. of Co llectorate building had also escalated from 

Rs.2.8 1 crores in December 1990 to Rs.4 crores in May 1995 and the objective of 

construction of Master Plan Complex was not fulfi lled. 
•. 

The matter was referred to Government in April 1996; reply had not 
been received (December 1996). 
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4.7 A voidable expenditure on rejection of lowest tender 

Tenders for the work of "Construction of a syphon across Vaigai river 

off take at longitudinal section (LS) 32.3 I 0 km. of link canal to feed Thirumangalam 

main canal including the construction of head sluice at off take point and leading 

channel to connect the syphon with Thirumangalam main canal" were invited by the 

Superintending Engineer. Periyar Improvements Circle, Madurai (SE) fi xing the last 

date fo r receipt of tender as 19 February 1992 with a validity period of 90 days. Of 

the two tenders received, the rate quoted by firm 'A' for Rs.2.24 crores was the lowest . 

In addition, firm 'A' had offered a rebate of 12 per cent in rates fo r earth work items, if 

the depattment agreed to adopt I : I slope instead of 1.5: I slope specified by the 

department . The Special Chief Engineer, Periyar Vaigai Project, Madurai (CE) after 

assessing the bid capacity of the tenderers recommended in March 1992 the lowest 

tender of firm 'A' to the Government for acceptance. The Government. however. 

instructed the CE on 25 May 1992 to redetermine the bid capacity of firm 'A' by 

getting details from all the departments in which he had worked and to re-examine the 

tender as it was conditional and liable for rejection according to the tender conditions. 

In the meanwhile, firm 'A' agreed (May 1992) for the extension of validity of the 

tender upto 3 1 July 1992 subject to increase in rates for all items by 23 .5 per c.:e11t. 
After reassessment of the bid capacity of the firm, the CE reported (June 1992) to 

Government that the tenderer had sufficient capacity and the tender was not 

conditional as rates were quoted to departmental specifications. However, in view of 

the conditional extension of validity of tender by firm 'A', the CE recommended in 

November 1992 for acceptance of the other tender of firm 'B' for Rs.2. 78 crores which 

was 92. I 5 per cent above estimate rates. The Government accordingly approved 

(December 1992) the tender of firm 'B'. The work, commenced in March I 993 was 

completed in January 1994 and an expenditure of Rs.3.47 crores was incurred (June 

1995). 

The bid capacities of the tenderers were evaluated by the CE in March 

1992 with reference to particulars required to be furnished in the tender schedule and 

c-ertificates from the departments concerned regarding balance value of work 

remaining to be executed by the tenderers. The tender was also finalised by 

Government in December I 992 in favour of firm 'B' only with reference to this 

evaluation. Further, the tender of firm 'A' was also not conditional. Hence, the action 

of the Government to seek clarification in May 1992 after two months from the date of 

recommendation by the CE and after the expiry of validity of tender was not justified. 

Thus, the failure of the Government to accept the lowest evaluated 

responsive tender within the validity period had resulted in extra expenditure of 

Rs.43 . 52 lakhs for the quantity executed and paid to the contractor in the pre-final bill. 

The matter was referred to Government in March I 996: reply had not 

been received (December 1996). 

I 
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4.8 Unintended benefit to the contractor due to non-revision of rates 

The tender documents and the agreements executed (Apri l 199 1) with 

the contractor in respect of the works of 'Improvements to East Coast Road from km. 

11 /8 to km. 95/0 (Package 8) and from km. 95/0 to km. 178/4 (Package 9)' 

contemplated construction of granular sub-base for hardshoulder conforming to 

grading 1 so as to achieve a California Bearing Ratio (CBR) value of not less than 30 

per cent as per the technical specification. The technical specification, prescribed 

based on test results, provided for construction of granular sub-base using sand and 

gravel in equal proportions with 1 per cent cement by weight of sand gravel mix so as 

to achieve a CBR value of not less than 30 per cent. The rates quoted by the 

contractor for execution of this sub-work according to the prescribed specifi cation 

were Rs. 193 per cubic metre (cu.m.) and Rs.203 per cu.m. for a quantity of 1.54 lakh 

cu.m. and 1.55 lakh cu.m. for Packages 8 and 9 respectively. 

During execution of works, the contractor submitted (May 1992) a 

revised specification for the cons~ruction of sub-base by using gravel alone and stated 

(July 1992) that the quality of gravel obtained from approved sources was good and 

the required CB R value would be obtained without adding sand and cement. The 

department after conducting tests on samples of gravel obtained from the sources 

(December 1992 and January 1993) issued orders in September 1993 for deletion of 

the technical specification included in the agreement. However, the rates for change in 

specification were not revised . In the meantime, the contractor commenced execution 

of the sub-work without mixing sand and cement and was paid at the rates mentioned 

in the agreement. 

When the failure of the department to revise the rates was pointed out 

by Audit (February 1996), the department contended (March 1996) that there was no 

need to enforce any stipulation on the nature of materials to be used as long as the 

CBR requirement was fulfill ed and the rate quoted was to achieve the CBR value of 

30. The contention of the department was not tenable as the quoted rate was for 

achieving the CBR value of 30 by using gravel, sand and cement and the rates required 

revision when the specification was not adopted. Further, for the construction of 

granular sub-base g rading Ill wherein sand and cement were not required to be used, 

the contractor quoted the rate of Rs. I 0 I per cu. m. (Package 8) and Rs. I 06 per cu.m. 

(Package 9). As the source and rate for gravel for both grade I and grade Ill was the 

same, the non-revision of rate for the work without sand and cement was not justified. 

Based on the q1:1.antity of cement required for executing the work and 

the cost of cement mentioned in the tender documents, the additional liability due to 

non-utilisatio n of cement for executing the estimated quantity of 3. I 0 lakh c u. m. 

worked out to Rs.85 .27 lakhs. As of March 1996, the department had incurred an 
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additional expenditure of Rs.25 .0 I lakhs for the quantities of 0.30 lakh cu.rn . (Package 

8) and 0.6 1 lakh cu.m. (Package 9) executed by the contracto r. The additional liability 

constituted unintended benefit to the contractor. 

The matter was referred to Government in June 1996 and the 

Government concurred (August 1996) with the views of the department. 

4.9 Unfruitful expenditure on minor irrigation work 

Government approved the.estimate fo r the work of fo rmation of a tank 

across the jung le stream near T hudukanahalli village in Dharmapuri District (August 

1986) for Rs.26 lakhs under "Rural Landless Employment G uarantee Program me". 

The work envisaged irrigation of 140 acres of dry land . T he work whi ch commenced 

in February 1987 was completed in December 1989 except the work of channel 

excavation in Reserve Forest land at longitudinal section 0 to 400 metres. An 

expenditure of Rs. 19.87 lakhs was incurred on the work (March 1996). The balance 

work was proposed to be taken up under Special Minor lrrigation Programme. 

It was noti ced in audit (January 1994) that proposals fo r transfer of 

0.30 hectare (ha) of forest land were sent by the Executive Engineer, Public Works 

Department (PWD), Dharmapuri Division to the Forest Department thrice during July 

1987, August 1990 and February 1993, w ithout furnishi ng the requi red documents/ 

info rmation. Fina lly, the proposal was approved by the Government of India in 

O ctober 1995 . The fo rest land o rdered to be transferred to PW D in November 1995 

was no t handed over by the Forest Department (May 1996). The revised estimate fo r 

the work was under preparation (May 1996). 

Thus, the avoidable delay on the part of the Executive Engineer, PWD 

in getting the fo rest land transferred for completing the channel work had resul ted in 

the unfrui tful outl ay of Rs. 19.87 lakhs for over six years . Considering the 20 acres of 

land benefited by percolation effect, the estimated ioss of food production worked out 

to Rs.3.70 fakhs per year. 

The matter was referred to Government in May 1996: reply had not 

been received (December 1996). 

4.10 Additional liability on additional quantities of work 

According to the orders of the Government issued in Febru ary 1984, 

add itional quantit ies of work after approval of th& estimate should ·be avoided and if 

addi tional quantit ies are unavo idab le, they should not be given to t he main contractor, 

but should be entrusted after call of tenders. However, the conditions of International 

.. Contract provides for inclusion of provisional sunis in the Bill of Quanti t ies fo r use in 

\ 

" 

I 



.. 

I 

167 

whole or in part or not at all at the direction and discretion of the Engineer-in-charge 

of execution. As such, provisional sum do not fo rm part of the estimate and are also 

not considered fo r finali sing the tender. During execution, if necessary, the item 

would be estimated and executed through the contractor, if the rates quoted are 

reasonable or by call ing tender. 

The works of improvement to East Coast Road from km. 1 I /8 to km. 

95/0 (Package 8) and km. 95/0 to km. 178/4 (Package 9) sanctioned in November 

1989 under the loan assistance of Asian Development Bank were entrusted to firm 'A' 

for Rs.30.29 crores ( Package 8) and Rs.32. 76 crores (Package 9) in March 199 1. The 

bill of quantit ies of the tender schedule contained, among other things, the work of 

· turfing side slopes of main road and service road with grass sods' under provisional 

sums. During execution, the above item of work was entrusted to the contracto r at 

the quoted rate of Rs.28 per square metre (sq .m.) for Package 8 and Rs.JO per sq .rn . 

fo r Package 9 and a total quantity of 33,494 sq.m. ( 14, 919 sq .m. for Package 8 and 

18,575 sq.m. fo r Package 9) was executed (January 1996). An amount of Rs.9.75 

lakhs was paid on thi s account upto January 1996. 

The quantity executed for thi s item was far in excess of the provisional 

quantity ( I, 100 sq.m.). The rate quoted was also abnormally high and the lowest rate 

quoted by a tenderer · for thi s item of work was Rs. f 1 per sq.m. fo r Package 9. 

Further, the rate for this item as per the schedule of rates for the year 1995-96, the 

period of execution, was only Rs.6.90 per sq.m. for Package 8 and Rs.8. 10 per sq.m. 

for Package 9. 

Thus,. the failu re of the department to ensure the reasonableness of the 

rates quoted by the tenderer for an item of work which had been executed far in excess 

of the provisional quantity and to entrust the work on tender basis as per t he orders of 

Government had resulted in additi onal liability of Rs.6.07 lakhs to Government with 

reference to the lowest rate of Rs. I I per sq.m. quoted fo r the above item of work . 

When the matter was reported to Government in June 1996, 

Government stated (August 1996) that it would be unfair to fix a rate fo r a particular 

item for which quoted rate was available in the agreement. The reply was not tenable 

since the rates quoted under provisional sums were not mandatory. T he department 

should not have entrusted the work to the same contractor at exorbitant rates. 

4.lt Avoidable payment of compensation charges 

The Tamil Nadu Electricity Board (TNEB) levied compensation 

charges fro m January 1985, if the power factor in any high tension (HT) electri c 

installation fe ll below 0.85. This was increased to 0. 90 from June 1994. Lower power 

factor could be corrected and raised to the required level by installing suitable 

capacitors in the circuit. 



It was noti ced in audit that the required power factor had not been 

maintained in respect of HT service connections at Vaigai Dam and Valavanar 

pumping scheme by installing suitable capacitors resul ting in payment of compensation 

charges to TNEB. The capacitors installed in 1988-89 in Vaigai Dam were insufficient 

and fresh capacitors were installed only in June 1995 at the cost of Rs.0.46 lakh. The 

department stated that the estimate for Rs.0. 78 lakh prepared in January 1989 for 

installation of capacitors in Valavanar pumping scheme was not approved by 

Government (January 1996). The compensation charges paid to TNEB was Rs.3.35 

lakhs fo r Vaigai Dam during 33 out of 47 months from June 199 1 to April 1995 and 

Rs.2.85 lakhs for Valavanar pumping scheme during 43 out of 63 months from 

November 1990 to January 1996. 

Thus, the non-installation of capacitors 111 time had resulted 111 

avoidable payment of compensation charges of Rs.6.20 lakhs. 

When the matter was referred in June 1996, Government stated 

(November 1996) that the Compensation Charges levied by the TNEB was inevitable 

and it was only the charges levied for lesser units recorded than actuals and it was not 

a penalty. The reply was not tenable since the maintenance of the required power 

factor was prescribed by TNEB to enable it to derive certain technical advantages. 

The maintenance of t he required power factor would also mean reduction in the actual 

hours of usage of electricity by the consumer. The Compensation Charge levied by the 

TNEB was therefore, in the nature of penalty fo r non-fulfilment of the conditions fo r 

supply of electricity. 

4.12 Incomplete and defective investigation of a work 

The work of excavation of a channel from Madhurantagam tank 

sanctioned by Government in March 1986 provided for, among other things, the 

construction of one additional weir of 82.3 5 metres length and excavation of channel. 

(a) Construction of weir 

The work entrusted on tender for Rs.22.68 lakhs in November 1988 

provided for construction of four stepped apron. However, during execution from 

March 1989 to September 199 1, it was found that the surface of the surplus course 

downstream of the weir was studded with boulders and rock outcrops for a 

considerable depth. The contract was foreclosed in September 199 I after executing 

body wall work for the value of Rs.7.35 lakhs. The balance work was entrusted to 

!lnother contractor in July 1993 for Rs. 9. 92 lakhs with a provision of single stepped 

1lpron. The balance work was not completed for want of budget provision. lt was 
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noticed that the Chief Engineer (Irrigation) during inspection in July 1990 had opined 

that the construction of apron might be restricted to first apron since the site condition 

was of hard nature. The Superintending Engineer, Special Projects Circle, Krishnagiri, 

(SE-SPC) had also observed in November 1990 that the older weirs on either side had 

concrete and hard rock base aprons fo r a short width and that single stepped apron 

might be provided o n the downstream side since the location was covered with soft 

disintegrated rock near body wall . The Superintending Engineer, Designs Circle also 

concurred with the view in September 199 1. Further. the older weirs on either side 

had only sing le stepped apron. Thus, it was evident that the weir required atleast one 

single stepped apron. The failure of the department to investigate and provide the 

correct design at the initial stage based on site conditions and to provide sing le stepped 

ap ron suggested by the inspecting offi cer before foreclosing the contract of the 

original contractor had resulted in extra liability of Rs.5. 15 lakhs, based on the 

agreement executed with the contractor for executing the balance work . 

The department contended (August 1994) that every technical aspect 

could not be decided precisely during in vestigati on due to varying site conditions. 

This was not tenable as the SE-SPC had observed in July 199 1 that the approach to 

the weir was very narrow and was only 3 metres and that the weir would dispose of 

only the water that might fi nd its way through that narrow channel. This site condit ion 

was not considered w hile designing the weir. 

(b) Excavation of channel 

The work of excavation of channel in the reach 6,350 metres to 7,500 

metres entrusted to a contractor in November 199 1 was foreclosed (October 1992) 

after excavation of the channel upto 6, 990 metres as the remaining stretch was found 

to be leading through deep valley instead of cutting as provided in the estimate. The 

balance of wo rk ( 19,498 cubic metres (cu.m.)) was awarded (May 1993) to another 

contractor at the rate of Rs.39.30 per cu.m . as against the rate of Rs.34 per cu.m. 

allowed in the previous agreement resulting in extra expenditure of Rs. 1.03 lakhs. The 

department agreed that there was mistake in recording pre- levels. 

T he matter was referred to Government in June 1996; reply had not 

been received (December 1996). 

4.13 A voidable litigation 

According to the Standard Data Book approved by the Chief Engineer 

(General), Public Works Department, the unit to be adopted for the item of work 

"Weathering course with concrete broken brick jelly of 20 mm. size in pure slacked 

lime to be laid in a single layer over roof slab etc.," should be in cubic metre only. 
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Records relating to the work "Construction of quarters for nursing statf 

in Government Rajah Mirasdhar Hospital at Thanjavur" in the Buildings Division 11. 

Thanjavur revealed that in the tender schedule, while the unit of quantity of work to be 

executed was mentioned as "cubic metre". the rate to be quoted by the tenderer was 

wrongly mentioned as "square metre" . In the single tender received (October 1987). 

the contractor quoted the rate for square metre for this item. The tender was finalised 

and agreement entered into with the contractor (Marcl1 1988) accord ingly. During 

execution of the work . the contractor accepted the measurement of this item of work 

in cubic metre under protest. The work was completed in July 1989. 

The Arbitrator appointed (September 199 1) by the Sub-Court, 

Thanjavur following an appeal filed by the contractor, allowed the claim of the 

contractor and awarded (June 1992) Rs. 1.30 lakhs with interest in addition to Rs.0 11 . 
lakh already paid for this item of work . Sub-court, Thanjavur had also upheld (July 

1993) the award passed by the Arbitrator and directed to pay Rs.2.84 lakhs inclusive 

of interest of Rs. I. 54 lakhs from June 1989 to December 1992. The department 

preferred an appeal against the judgement in the High Court in December 1993 and the 

case was not admitted as of February 1996. In the meantime, based on the orders of 

the High Court (December 1994) on the petition filed by the contractor, 50 per cent of 

the award (Rs. 1.42 lakhs) was deposited with the Sub-Court, Thanjavur. The High 

Court in September 1995 also ordered for release of the deposit and the amount was 

released in December 1995. 

The rate worked out (Rs .226.40) in the estimate for this item was for 

cubic metre only. The contractor quoted Rs.235 per square metre which worked out 

to Rs.2,937.50 per cubic metre. The tender was finalised without correcting the error. 

It was also seen that the same contractor quoted Rs.260 per cubic metre for this item 

in respect of the work "Construction of Inspection Bungalow at Thanjavur" accepted 

by the same Circle in July 1988. 

Thus, the failure of the departmental authorities to notice the error at 

the time of finalisation of tender and correct it before concluding the agreement had 

resulted in avoidable litigation and extra liability of Rs.2.84 lakhs. 

In reply, the department accepted (February 1996) that the mistake was 

committed at lower levels and added that the Arbitrator had blown up the mistake. 

The matter was referred to Government in April I 996; reply had not 

been received (December I 996). 
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5.1 

CHAPTER V 

STORES AND STOCK 

FINANCE DEPARTM ENT, ETC. 

Irregularities in procurement of stores through 
Industrial Co-operative Societies 

As per "Institutional pri orities" prescribed (December 1984) by State 
Government, Government Departments/Statutory Boards/ Corporations etc. can place 
indents fo r their requirements directly without calling for tenders with units of Tamil 
Nadu Khadi and Vill age Industries Board (TNKVrB) units under the control of 

TNKVlB and Co-operative institutions with share capital assistance of Government . 
This procedure was to cover only the products manufactured by them and not the 
products nierely marketed by them. Further, with a view to ensure quality and timely 

supply,. Government ordered in August 1990, that the indenting departments should 
place their orders directly with TN K YI B and there should not be any direct contact 
with any of the Societies without the knowledge of TNK VlB. The concession of 
payment of 90 per cent of value of the indent as advance payment applicable to Khadi 
Kraft:s ( 1978) and to units of TNK VlB was extended to industrial Co-operative 
Societies in October 1992 subject to the condition that these Societies should supply 
the articles to the indenting departments within 30 days, failing which the advance 
should be repaid with interest. Reviewing the non-performance of Industrial Co

operative Societies, Government ordered in May 1993 for restricting the advance to 

50 per cent and subsequently in August 1994 completely scrapped the system of 
advance payments to all Industrial Co-operati ves. 

A test-check of transactions relating to procurement of stores by 

eleven<<V departments under "Institutional priorities" di sclosed non-adherence of 

Government orders issued from time to time and blocking up of Rs. 14.05 crores with 
67 Societies out of total advance of Rs.24.05 crores paid during 1989-95. 

Irregulari ties committed by indenting departments are discussed in the succeeding 
paragraphs. 

(a l Departments of ( I) Adi Dravidar and Tribal Welfare (2) Backward Classes and Most 
Backward Classes Welfare (3) Education (4) Environment and Forests 
(5) Handlooms. Handicrafts. Textiles and Khadi (6) Health and Family Welfare 
(7) Labour and Employment (8) Municipal Administrat ion and Water Supply 
(9) Public Works ( 10) Rural Development and ( 11 ) Social Welfare and Nutritious 
Meal Programme. 
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(a) Procurement through Societies which were not manufacturers 

None of the units under the control of TNK VIB were manufacturers of 

items like laboratory equipment, wet grinders and leather stitching machines (LSM ). 

However, in 3
11 

departments, orders were placed with 24 Societies during February 

1993 to February 1995 for supply of these articles for a total value of Rs.5.42 crores. 

Records also disclosed that failure to resort to competitive bidding had resulted in 

avoidable additional expenditure of Rs.1 .41 lakhs on procurement of 176 numbers of 

LSMs (Rs.0.88 lakh) and I 06 numbers of 5 litre wet grinders (Rs.0.53 lakh) during 

1993-94. The LS Ms were purchased at the unit cost of Rs.2,500 as against the market 

rate of Rs.2,000 prevailing during 1993-94 as reported by Tamil Nadu Adi Dravidar 

Housing and Development Corporation (TAHDCO). Wet grinders were procured at 

the rate of Rs.6,000 as against Rs.5 ,500 paid by Director of Backward Classes and 

Minorities Welfare during 1993-94. 

(b) Direct placement of orders 

Disregarding specific instructions of Government, orders were placed 

directly with Industrial Co-operative Societies by I 0 • departments for supply of 

materials under various social welfare programmes, such as Jawahar Velai Vaippu 

Thittam (JVVT), 'improvement of science education', 'vocationalisation of secondary 

education', 'provision of steam laundry' and 'construction of cremation sheds'. Thirty · 

eight out of fifty one of these Societies, to which advances of Rs.8.27 crores were 

made during January 1989 to March 1995 did not effect any supply. Director of 

School Education reported (March 1996) that two of these Societies (to which 

advance of Rs. 97. 86 lakhs had been paid during March 1993) were found to be bogus 

and were not functioning at the addresses given. For the work relating to supply and 

erection of steam laundries at 1 O& Government hospitals, orders were placed in 

February 1993/March 1994 on 6 Societies and Rs.1.44 crores were paid as advance .. 
during February - March 1993 and March 1994; but these Societies effected only 

# 

* 
\ 

Departments of (I) Adi Dravidar and Tribal Welfare (2) Education and (J) Public 
Works. 

Departments. of ( l) Adi Dravidar and Tribal Welfare (2) Backward Classes and Most 
Backward Classes Welfare (3) Education (4) Environment and Forests (5) Health 
and Family Welfare (6) Labour and Employment (7) Municipal Administration and 
Water Supply (8) Public Works (9) Rural Development and (lO) Social Welfare and 
Nutritious Meal Programme. 

& Government Headquarters Hospitals at ( l) Cuddalore (2) Kancheepuram 
(3) Nagapattinam (4) Nagercoil (5) Ramanathapuram (6) Sivaganga 
(7) Thiruvannamalai (8) Tiruppur (9) Tuticorin and ( 10) Government Tuberculosis 
Hospital. Nagercoil. 
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partial supply for a value of Rs. 83 . 15 lakhs as against the advance payment of Rs. I. 44 

crores. These works were to be completed within three to six months from the date of 

placement of orders. In view of non-completion of the works by these Societies, the 

steam laundries could not be made functional in Government Hospitals. TNKVIB had 

expressed its inability to take action against 51 defaulting Societies as orders had been 

placed directly. Legal proceedings had been initiated in 3 cases (Rs.20.74 lakhs) and 

police complaints were lodged in 13 other cases for recovery of pending advances 

(Rs.4.40 crores). 

(c) Failure to restrict advances to 50 per cent of the value of the order 

In December 1992, T AHDCO released an advance of Rs. I . 50 crores 

amounting to 75 per cent of the cost of supply of 2,000 cobbler bunks with LSMs. 

Further advance of Rs.30 lakhs was also released in August 1993 . Release of 90 per 

<:e111 of cost of supplies was contrary to the instruction of Government which 

stipulated restricting the advances to these Societies to 50 per cent of the value o f 

order. Similarly, advance payment of Rs. 7.29 lakhs made in September 1993 by 

Director of Most Backward Classes and Denotified Communities to an Industrial 

Society for supply of 135 wet grinders was excessive to the extent of Rs.3.24 lakhs 

(80 per cent). 

l 

( d) ~ Unauthorised payment of advances 

Though Industrial Co-operative Societies were not e ligible for any 

advance payment prior to October 1992, advances to the tune of Rs. 3. 3 8 crores had 

been paid during January 1989 to October 1992 to 15 such Societies by 8 

departments. As these Societies had failed to complete the supply, an amount of 

Rs. 1.52 crores was still pending recovery as of June 1996. Further, inspite of 

scrapping the system of advance payments to Industrial Co-operative Societies from 

August 1994, T AHDCO and Director of Adi Dravidar and Tribal Welfare had paid 

advance payments of Rs. I . 19 crores to 7 Societies during August 1994 to March 

1995 . As these Societies had effected only partial supply of the indent, proportionate 

advance payment of Rs.78.57 lakhs remained blocked with these Societies. 
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(e) Failure ofTNKVIB to ensure quality and timely supply 

An advance of Rs. I . 73 crores was made to TNKVlB 111 December 

1993 by Director of Social Welfare and Nutritious Meal Programme towards supply of 

19.50 lakh pairs of footwear for distribution during 1993-94 to school children under 

the scheme of "Free supply of footwear to school-going children" . The work order 

was distributed by TNKVlB to 14 societies and as of January 1996, only 5.29 lakh 

pairs of the value of Rs. 93 .83 lakhs were supplied. As the scheme was discontinued. 

TNKVIB was required (February 1996) to supply footwear for the outstanding 

advance of Rs.79.23 lakhs . Neither the supply was made nor the advance of Rs.79.23 

lakhs was refunded by T NKVlB as of June 1996. 

T AHDCO received 4, 123 cobbler bunks during 1991-94 through 

TNKVlB at Rs.7,500 per bunk. According to Superintending Engineer and General 

Manager, T AHDCO quality of the work was poor. No recovery had been made in 

respect of poor quality. Similarly, out of Rs.26.21 lakhs worth of play materials 

received in Dindigul-Anna, Periyar and Salem Distric ts during 1992-93 under Tamil 

Nadu Integrated Nutri tion Programme, play materials for a value of Rs.23 .59 lakhs 

required replacement due to poor quality. Neither the replacement had been made nor 

refund effected. Records also disclosed that of 2, 727 brass iron boxes supplied 

through T NK VIB to Directorate of Most Backward Classes and Denotified 

Communities, 393 boxes were found to be underweight. Proportionate cost had not 

been assessed and recovered as of June 1996. 

Under JVVT, in 11 Panchayat Unions in Chidambaranar District, 

TNK VlB through a Co-operative Society manufactured and supplied steel and RCC 

information boards costing Rs.32.68 lakhs during May 1991 to July 1992. But, val ue 

of the work as executed was assessed by Pancha:><at Unions as Rs.9. 15 lakhs only. The 

excess payment had not been recovered from the Society as of June I 996. 

Thus, the objective of ensuring quality/ timely supply through direct 

placement of orders with TNKVIB was not achieved. Moreover, undue benefit was 

extended to the Co-operative Societies. 

The matter was referred to Government in July 1996; reply had not 

been received ( December 1996). 
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HEALTH, INDIAN MEDIClNE AND HOMOEOPATHY 
AND FAMILY WELFARE DEPARTMENT 

Purchase of medicine 

Purchase of medicine at excessive price 

Tenders for supply of medicines were called fo r (March 1992) by 

Director of Medical Education (DME) from manufacturers of drugs, stipulating the 

last date for receipt of tenders as 16 April 1992. Rates quoted were to be valid upto 
30 June 1993 . Thr.ee offers were received for Pralidoxime Iodide (P 2AM) injection 

from firms X. Y and Z quoting Rs. I 04, Rs. 154 and Rs.260 per ampoule of 20 ml. (500 

mg.) respectively and these quotations were valid upto June 1993 . The lowest offer of 

'X' was rejected in July 1992 by the Purchase Committee headed by Director of 

Medical and Rural Health Services (OM & RHS) on the ground that the firm did not 

possess the licence for manufacture of the drug beyond December 1990, though the 

department was in possession (July 1992) of copy of the licence valid upto December 

1993 of firm 'X'. Next higher rate of 'Y' was not considered as the firm was only a 

distributor and not a manufacturer. Offer of firm 'Z' was accepted in October 1992 

and contract was awarded to it for supply upto 30 June, 1993 and later extertded 

periodically by Government for supply upto September 1994 without resorting to fresh 

tenders. Total quantity of 69, 917 ampoules costing Rs. I. 91 cro res (including taxes) 

were purchased (23,095 ampoules upto June 1993 and 46,822 ampoules during 

extended period of July 1993 to September 1994) from firm 'Z'. 

Following observations are made in this regard. 

According to tender conditions, the tenderer should invariably certify 

that the rates quoted by them did not exceed the market rate. Scrutiny of documents 

disclosed that firm 'Z' did not furnish any such certificate. Records did not indicate any 

independent exercise made to ascertain the market rate, despite lower offers of 'X' and 

'Y' . The valid drug licence extended upto December 1993 was made available by firm 

'X' to the department in July 1992 well before the rejection of tender of firm 'X' and 

acceptance of offer of 'Z' (October 1992). To an Audit query. OM & RHS stated that 

the rate approved for previous year ( 1991-92) was Rs. 185 and allowing for escalation 

of price, a lower price was not taken into consideration. The contention of the 

department was not acceptable in view of the specific condition that the rate should 

not exceed the market rate. Audit scrutiny also disclosed that Government Stanley 

Medical College Hospital had purchased the drug locally at Rs.85:80 and Rs.88.50 

during April and August 1992 and Rs . 114.45 in October 1992. Even during the entire 

period of contract (October 1992 to September 1994 ), Government Hospitals at 

Coimbatore and Chennai had purchased the medicine at rates varying between Rs. 130 

and Rs.59.50 only. 
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Government replied in October 1996 that the drug was supplied by firm 

"Z" in a kit with a di sposable syringe, needle, cotton swabs and fil e to cut open the 

ampoule, enabling the doctor to start the treatment immediately. The firm had also 
furnished a certificate that the rates quoted by them did not exceed the market rate. 

Further, the local purchases at lower rates cited in Audit were made prior to the 
finalisation of the tender. 

Government's reply was not tenable as items like cotton swabs, tile, 

sterile syringe are the basic facilities avail able in any hospitals. Fu11her, cost of these 

items would be meagre compared to the difference in price of the medicine as 

compared to prevailing market rate. The ce11ificate reported to have been fu rnished by . . 
the firm was neither in the fil e nor made available to Audit. Instances of local 

purchases at lower prices cited were made only after the award of contract to fi rm "Z" 

and during the currency of the contract. 

Failure to exercise prudence in ensuring that the price accepted did not 

exceed the market rates resulted in avoidable excess expenditure of Rs. 1.02 crores on 

the purchase of 69, 9'17 ampoules from firm 'Z'. 

(ii ) Injudicious. purchase of medicine 

Based on the orders placed by DM&RHS, 73,690 bottles of dextrose 5 

per c:ent (540 ml.) worth Rs.7.56 lakhs were supplied to Government Headquarters 

Hospital, Nagercoil during June 1992 to August 1993, even though no periodical 

indents were placed by the hospital fo r the drug. Instructions were issued in January 

1993 to all the institutions by the department to receive all the items supplied without 

refusal. Purchase of the drug without ascertaining the requirement of the hospital 

resulted in 16,505 bottles of the drug with expiry dates ranging between September 

1994 and January 1995 costing Rs. 1.63 lakhs remaining unutilised. 

Government replied in November 1996, that the drug was an essential 

life saving one and it would not be possible to predict the number of patients who 

might require this drug and large quantities of the drug were purchased only in publi c 

interest. The reply was not tenable, as the trend of consumption, available stock 

position and need of the drug in the Hospital were not examined properly by the OM 

& RHS before ordering fo r huge quantities of the drug, which had resulted in 

infructuous expenditure of Rs. 1.63 lakhs. 

I 
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PUBLIC WORKS DEPARTMENT 

5.3 irregular purchase of stores 

The works under National Water Management Project (NWMP) are 

executed in Tamil Nadu with World Bank assistance. A test-check was carried out by 

Audit o f the records made available by the Thambaraparani Sub-project 

implementatio n Division l. Records relating to I 00 estimates sanctioned between 

January 1990 and June 1995 were test-checked and it revealed as under: 

(i) According to the guidelines issued by Government in December 1989, 

procurement of stores for projects financed by the World Bank was to be made 

through open tender system by giving publicity in newspapers. However, the division, 

during 1990-91 to 1994-95, instead of calling for open tenders, had purchased shutters 

and gauging platforms for a value of Rs. I . 13 crores directly from 4 Industrial Co

operative Societies and 4 Agro Engineering Service Co-operative Centres. The rate 

adopted by the Societies for mild steel was abnormally high (viz., Rs.41,500 per 

metric tonne (MT) as against Rs. 15,500 per MT stipulated in the PWD Schedule of 

Rates for 1994-95). Based on the quantity of steel utili sed in the work, the extra 

. expenditure on account of abnormally high rates for steel adopted by the Societies in 

respect of 8 cases (Purchase value: Rs. 11.06 lakhs) worked out to Rs.3.07 lakhs. 

(ii) In 91 cases test-checked, advance payments of Rs. 93 .67 lakhs were 

made to suppliers for supply of materials and there were delays in receipt of supplies 

for periods ranging from 3 to 58 months. There was no penal provision in the supply 

order for such belated supplies. 

(iii) According to Article 124 of the Tamil Nadu Financial Code, stores . . 
should not be procured far in advance of requirement as it would result in blocking of 

Government money. However, it was noticed that in 24 cases, materials worth 
. . 

Rs.23 .07 lakhs were procured even though the estimates for civil works had not been 

prepared as of May 1996. This had resulted in locking up of Government funds . 

The matter was referred to Government in ~uly, 1996; reply had nm 

been received (December 1996). 

2/24-27 
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RURAL DEVELOPMENT DEPARTMENT 

5.4 Defective procedures in purchase of Colour Television Sets 

With a view to strengthening communication and information set up in 

rural areas. Government decided in August 1995 to supply one Colour Television set 

(CTV) to each rural habitation with 50 or more families. The expenditure was to be 

shared between Government and Panchayat Unions. Agencies for supply of CTVs, 

antennae and boosters were finalised (October 1995) by ' TV sets approval committee' 

consisting of Secretary, Rural Development Department, Director of Rural 

Development and Regional Radio Officer, after resorting to "short tender" procedure. 

under which 197 TV manufacturers and 132 TV antenna and booster manufacturers 

were directed to quote in a prescribed format, sent by certificate of posting in October 

1995. Based on TV sets approval committee's report (October 1995), Government 

sanctioned in December 1995 Rs.71.59 crores for purchase of 45,302 CTVs at the 

rate of Rs. 14,500 per set, antennae and boosters. The supplies were to be effected 

before the end of January 1996. The companies had also given undertaking to attend 

to breakdown within 72 hours of receipt of complaint. 45,302 CTVs, 45.300 antennae 

and 44,20 I boosters were supplied by the firms during December 1995 to February 

1996. As of June 1996, 26,853 CTVs were installed. 

Audit scrutiny of the records leading to the purchase of CTVs disclosed 

as under: 

(i) According to Government Financial Rules, whenever the estimated 

value of order to be placed is more than Rs.25,000, ' Open tender', i.e., invitation to 

tender by public advertisement should be adopted. Limited tender (direct invitation to 

a limited number of firms) can be resorted to, when estimated value of order does not 

exceed Rs.25,000. Further, in respect of large contracts, at least one month's time 

from the date of advertisement should be allowed for submission of tenders. Purchase 

procedure followed by the department for procuring CTVs for a total value of 

Rs. 71. 59 crores was, thus, violative of financial rules of Government. The time of 15 

days allowed for the short tender (6 to 20 October 1995) was also not sufficient to 

evoke wider response. One of the Government Undertakings had reported that the 

enquiry call posted on 6 October 1995 was received on 27 October 1995 and sought 

for extension of time which was not granted. Records did not indicate any urgency, 

for by-passing the open tender procedure. Government in Rural Development 

Department had contended that the list of 197 manufacturers covered all the 38 CTV 

manufacturers mentioned in the list produced (August 1995) to Parliament by 

Department of Electronics and Ocean Development, Government of India (GOI) and 

hence reliable. Considering possible subsequent additions and deletions in the list of 
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manufacturers and possible postal delays and m1scarnage of letters, the procedure 

would not be fool- proof Only I I tenderers had participated out of 197. Thus, the 

benefit of competitive bidding had been lost· due to irregular procedure adopted. 

(ii) It was seen from the format seeking information from manufacturers 

that the technical requirement of the department had not been specified. Tenderers 

were to confirm whether "Economy Model 20" (non-remote) was manufactured and 

technical details thereon were to be furnished . Technical features furnished by 

suppliers were not uniform and variations were noticed under energy consumption, 

range of voltage fluctuation, stage of module, circuit configuration, type of picture 

tube (indigenous/imported), etc. As a result, the Approval Committee did not have 

any baseline data for objective technical and cost evaluation of models offered by 

tenderers vis-a-vis departmental requirement. The Committee approved the model of 

the lowest offer of Rs. 14,500 and negotiated for a uniform price of Rs.14,500 for 

other models also with superior technical features which were quoted at rates varying 

from Rs. 14,880 to Rs. 15,290. 

Government in Rural Development Department had contended that 

CTYs proposed to be supplied to Government were exclusively designed for 

Government and were not available in local market for price comparison. As the 

department had not indicated its technical requirement while calling for quotation, the 

above contention regarding exclusive design was not tenable. Thus. in the absence of 

any assessment of reasonable market rate even for minimum features CTV set at least 

subsequently, evaluation of the tenders was not on comparable basis and hence, 

defective. Incidentally, it was observed that the Government undertaking. whose offer 

was rejected on account of delayed tender, had quoted Rs. 12,265 per unit and their 

specifications were similar to one of the models approved by Government. Thus, 

failure to ascertain through open tender a reasonable rate for the acceptable minimum 

requirement of the department and restrict the purchase to that specification had 

resulted in avoidable additional expenditure of Rs. I 0. 12 crores as compared to the 

rejected offer. 

(iii) While negotiating the rate at Rs.14,500 with manufacturers, one of the 

factors taken into account by the Committee was the need for extra shifts involving 

payment of double wages, extra price to procure critical components like picture tube, 

etc., in view of shorter time required for supply. Government in Finance Department 

had observed that there was absolutely no pressing urgency that the CTV sets should 

be installed in a short time. The CTVs were to be provided by 31 March, 1996. 

Considering the production capacity of 15,000 to 48,000 sets per month, requirement 

of the department could have been met without extra cost to the manufacturers. The 

manufacturer to whom maximum number of sets had been allotted (25,000) had 

agreed to supply 25,000 set~ before 31 Decemher, 1995 and 35,000 sets before 

31 January, 1996. It was .also observed from letters of approved manufacturers that 

2/24- 27a .. 
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additional financial burden to them towards double wages etc., was projected in the 

context of seeking I 00 per c:ent advance payment. 

attributable to these factors was not warranted. 

Hence, the pnce increase 

(iv) Another factor which weighed with the Committee in recommending 

the price was inclusion of warranty clause for one year. However. as 18,449 CTVs 

were not installed, the benefit of warranty (Rs.46. 12 lakhs at Rs.250 per set) could not 

be availed . 

(v) Despite placing bulk order, concessions normally admissible were not 

sought for . The CTYs had been purchased straight from manufacturers and hence, 

Government should have ensured that the approved price was at least not more than 

the dealer pnce (which included cost pnce, central excise duty, profit and 

transportation charges) . Comparison of prices of the approved models with dealer 

prices of the same/similar or superior models revealed as under: 

Serial Nam<.' of 

Numhl'r thl' Mnnu

f;u·turt•r 

{l) (2) 

I . Mis Solidairc 

2. Mis Vid.:00.:011 

:l. Mts UPI , 

4. Mis lJptron 

5. Mis 1-:.:llroo 

col. : column 

Modl'ls 

llpprond 

:ind supp

lied to 

(;ovcn1-

ment 

Same/ 

s imilar 

modl'ls 

Quan- Price 

lily llCl.'epf· 

supp- cd and 

(3) 

T20-:ll20 

(Grunllig) 

romparcd lil'd 

(Modl'I 

numbers) 

(sets) 

(4) (5) 

T 20-:l I 20 4700 

as listed 

in •'01.3 

5:l02 E-TNO 5108 R 

(supplied 

without 

9448 

ETN-9603 

C-2502 

MN-7120 

Total 

r«.:tnoh.: 

hand•d 

unit) 

EBN/EUR 23598 

2540 FS 

(Superior 

model) 

8047 

(Superior 

modd) 

4700 

2856 

45302 

paid 

pcrsrt 

(Rupeu) 

(6) 

14500 

14500 

14500 

14500 

14500 

Dealer 

prir1• of 

modl'ls 

romparcd 

pl'rSl'I 

(Ru pet's) 

(7) 

D9!!0 

11 990 (in

clud~-s co~ 

ofs~-n5or 

nu .. 1nory cir

cuit hoard 

and remote 

lmnd'<Ct) 

12858 (EBN

Non-remotc) 

11869.45 

11700 

Perren- Exr1•ss 

la21· 11f 11mount 

p1in· pnid 

vada- (rnl.6 

tiu!l 

(H) 

:l .72 

20.9'.l 

12.77 

22. 16 

23.9'.l 

- •·ul.7 

x rnl.5) 

(Rupl.'CS 

in lakhs 

(9) 

24.44 

237.14 

387.48 

12:l.6:l 

79.97 

852.66 

• 

I 



• 

I 

181 

In the case of Uptron and Keltron CTVs, superior models with more 

technical features were available at a lesser price in the market than the price paid by 

Government for approved models. In the case of BPL CTVs, a model with same 

features like that of the model supplied to Government was available at a far lesser 

pnce. Solidaire (Grundig) model approved by Government was available in the 

market at a lesser dealer price. Although model 5302E - TNG of Videocon was 

approved by Government, test-check revealed that model 5108R was actually supplied 

with a sticker pasfed on them bearing the model number,15!3 02E-TNG. Users guide 

book suppli ed along with the CTV was for model number 5 I I 7R. Dealer prices of 

models 5 I I 7R and 5 I 08R were the same and was far less than the price paid by 

Government . 

Therefore, prices paid by Government for all the approved models viz. 

Rs. 14,500 per set were exorbitant and an injudicious payment of Rs .8.53 crores had 

been made to the suppliers. 

(vi) According to instructions o~ Government, Panchayat Unions should 

purchase only ordinary type/economy model. However, Government had approved, 

on the recommendation of the Committee, purchase of sophisticated and delicately 

designed CTVs increasing the cost of the scheme. 

(vii) No assessment of availability of infrastructure facilities like 

accommodation to hmise the CTVs, power supply etc., was made prior to purchase 

of CTV s. Only after receipt of CTV s, Government issued instructions to install CTV s 

in temples, noon-meal centres, community centres, libraries, schools, overhead tanks' 

rooms, etc. As of June 1996, only 26,853 CTVs were installed and the remaining 

18,449 sets including antennae and boosters costing Rs.28.98 1'Crores were kept idle for 
,l.J 

want of infrastructure facilities . Even in respect of installed· sets, it was reported that 

249 CTVs costing Rs.38.57 lakhs were kept in private houses, defeating the objective 

of community viewing. The large scale non-installation would clearly indicate that 

there was no real urgency to get all the sets supplied in a very short period. 

Procurement of the CTV s at higher cost, partly on account of urgency clause was, 

thus, not justifiable. 

The matter was referred to Government in July 1996; reply had not 

been received (December 1996). 



CHAPTER V I 

FINANCIAL ASSISTANCE TO LOCAL BODI ES ANO OTHERS 

6.1 General 

Autonomous bodies and authorities are set up to discharge generally 

non-commercial functions of public utility services. These bodies/ authorities, by and 

large, receive substantial financial assistance from Government. Government also 

provides substantial financial assistance to other institutions such as those registered 

under the respective State Co-operative Societies Act, Companies Act, 1956, etc., to 

implement certain programmes. The 'grants were intended essentially for maintenance 

of educational institutions, hospitals, charitable institutions, coi1struction and 

maintenance of schools and hospital buildings, improvement of roads and other 

communication facilities under municipalities and local bodies. 

During 1995-96, financial assistance of Rs. 1637.80 crores was paid to 

various-autonomous bodies and others broadly grouped as under: 

(Rupees in crores) 

Serial Name of institutions Amount of itssistance pitid 
number 

Gritnt Loitn Total 

I. Universities and Edu-
cational Institutions 794.24 0.09 794.33 

2. Municipal Corp&a1i~ns 
and Municipalities · 0.96 11.10 12.06 

3. Zilla Parishads and Pan-
chayat Raj Institutions 190.74 20.46 211.20 

4. Development Agencies 39.60 0 .52 40.12 

5. Hospitals and other 
Charitable Institutions 1.20 10.06 11 .26 

6. Other Institutions 156.12 412.71 568.83 

----·- ------
Total 1182.86 454.94 1637.80 

.. 
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6.2 Delay in furnishing utilisation certificates 

Financial rules of Government require that where grants are given for 

specific purposes, certificates of utilisation should be obtained by departmental officers 

from grantees and after verification, these should be forwarded to Accountant General 

within one year from the date of sanction unless specified otherwise. 

Of I, 75,851 utilisation certificates due in respect of grants aggregating 

Rs.2073 .23 crores paid during the period from March 1981 to March 1995, only 4,429 

utilisation certificates for Rs.234. 79 crores had been furnished by 30 September) 1996 

and 1, 71, 422 certificates for an aggregate amount of Rs. 183 8 .44 crores were in 

arrears. Department-wise break-up of outstanding utilisation certificates as on 

31 March, 1996 is given below : 

Serial De1>artment 
Number 

I. Adi Dravidar and Tribal Welfare 

2. Agriculture 

3. Animal Husbandry and Fisheries 

4 . C~peration. Food and Consumer 

Protection 

5. Education. Science and 

Technology 

6. Finance 

7. Handlooms. Handicrafts. Textiles 

and Khadi 

8. Health. Indian Medicine and 

Hoi,10eopathy and Family Welfare 

9. Housing and Urban Development 

JO. Industries 

11. Information and Tourism 

12. Municipal Administration and 

Water Supply 

13. Public Works 

14. Revenue 

15. Rural Development 

16. Social Welfare and Nutritious 

Meal Programme 

Total 

Number of Certificates 

850 

97 

19 

25 

1,61,374 

2 

3 

80 

2 

3 

20 

1.341 

186 

461 

272 

6.687 

1,71.422 

Amount 
(Rupees 
in lakhs) 

~93 .53 

134.15 

361.69 

22.92 

1.59.643.22 

0 .73 

.I.JO 

!06.60 

7.73 

19.66 

2.91 

I l.360.80 

8 .50 

182.89 

8701.23 

27%.63 

---------
1.83.844.49 

, 
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The outstanding number of certificates and the amount involved had 

increased considerably compared to previous years which clearly indicated that the 

amounts were being released as a matter of routine without insisting on the furnishing 

of Utilisation Certificates. 

6.3 Delay in submission of accounts 

In order to identify institutions which attract audit under Section 14/ 15 

of the Comptroller and Auditor General's (Duties, Powers and Conditions of Service) 

Act, 1971 , Government/Heads of Departments are required to furnish to Audit, every 

year, detailed information about financial assistance given to various institutions, 

purpose for which assistance was sanctioned and total expenditure of the institutions. 

Information for the year 1994-95 call ed for in August 1995 was awaited as of May 

1996 from 26 departments of Government and from many Heads of departments. Of 

the defaulting departments, the following had not furnished information for a number 

of years as indicated below: 

Serial 
Number 

I. 

2. 

~ -

.+. 

5. 

6. 

7. 

8. 

9. 

Name of the department 

Agriculture 

Commercial Taxes and Religious Endowments 

Education. Science and Technology. Educational 
institutions and Miscellaneous institutions 

Environment and Forests 

Information and Tourism 

Municipal Administration and Water Supply 

Rural Development 

Social Welfare and NuVitious Meal Programme 

Miscellaneous InstituticmJ 

Year from which information 
had not been furnished 

1988-89 

1989-90 

1987-88 

1994-95 

1990-9 1 

1985-86 

1984-85 

1994-95 

1988-89 

Particulars regarding 'Gove·rnment Companies are featured in Report of 
. ! 

the Comptroll er and Auditor General of India (Commercial) Government of Tamil 

Nadu, every year . 

I 
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Audit of accounts of the following bodies had been entrusted to the 
Comptroller and Auditor General of India fo r the period of 5 years as detailed below: 

Serial N amc of hod~· Period of Date of en-
Number entnistment trustment 

I. Tamil Nadu Water Supply and 1992-93 to 03.0 1. 199-l 
Drainage Board. Chennai 1996-')7 

2. Tamil Nadu State AIDS Conlrol 1995-96 to 15.02. 1996 
Society. Chennai 1999-2000 

6.4 Audit arrangement 

Primary audit of local bodies. educational institutions 
conducted as detailed below : 

. -' 
a llU 

Serial 
Number 

I . 

2. 

3. 

-l . 

6.5 

Name of the Institution 

Panchayat Raj lnslilutions 

Educational lnstilulions 
(a) Schools 

(b) Col lcges 

(c) Polytechnics 

(d) Universilies 

Co-operative lnstitulions 

Miscellaneous Institutions 

Audit findings 

Audit conducted hy 

Examiner or Loca l Fund Audit 

Internal Audil or the Directorate 
or School Education 

Internal Audi t of the Directorate 
or Collegiate Education 

Internal Audit and Statutory 
Boards Audit Department 

Examiner or Local Fund Audil 

Director or Audil or Co-oper
ative Societies 

Chartered Accountanls 

Of 284 bodies/authorities, whose accounts for 1994-95 were received, 
150 bodies/authoriti es attracted audit under the provisions of Section 14 of the Act. 

Of these, 51 bodies/authorities were audited. 

Certain interesting points arising out of audit are mentioned m the 
succeeding paragraphs. 

2/24- 28 
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ENERGY DEPARTMENT 

6.6 Irregular drawal of funds 

According to Financial Rules, m respect of grants-in-aid to grantee 

institutions, only so much of the grant should be paid during any financial year as is 

likely to be expended during that year. Authority signing or countersigning a bill for 

grants-in-aid should see that money is not drawn in advance of requirement. Further, 

unless it is otherwise ordered by Government, eve1y grant made fo r a specific object is 

subject to the implied condition that any portion of the amou nt which is not ultimately 

required for expenditure on that object should be duly ~urrendered to Government 

on-observance of the Financial Rules resulted in blocking of Rs. 15 lakhs with Tamil 

Nadu Energy Development Agency (TEDA) for over four years as di scussed below 

Accept ing proposal of TEDA (May I 99 I), State Government 

sanctioned (October I 99 I) Rs.15 lakhs towards purchase of I 00 hectares of land in 

Kayathar fo r establishment of wind energy farm with World Bank assistance. The 

amount was credited to the Personal Deposit account of TEDA under "Civil Deposits" 
by State Government on 18 March, 1992. No land was acquired by TEDA, as the 

project was not cleared by World Bank and the grant of Rs. 15 lakhs remained 

unutilised with the grantee fo r over 4 years (June 1996). 

Records of TEDA disclosed that Ministry of Non-conventional Energy 
Sources (MNES) of Government of India info rmed Government of Tamil Nadu in 

December 199 1 that the World Bank project sought to promote only priva te sector 

participation and call ed for details of incentives available in the State. TEDA was also 

apprised of th is position by MNES in February I 992. On request of TED.A 

(November 1992), State Government approached (Janua ry 1993) MNES for 

assistance of World Bank for the project under public sector. The project was not 

cleared as of January 1996. On non-utili sation of the grant being pointed out in audit 

in April 1994, TEDA sought (September 1995) permission of State Government for 
refunding the unutili sed amount. State Government ordered TEDA in Januaiy I 996 to 

refund the amount. and it was remitted to Government account only in July 1996. 

Thus, release of grant by State Government, inspite of knowing that the 

project was not eligible fo r Worl d Bank assistance, resulted in blocking of Rs. I 5 lakhs 
with TEDA for over 4 years. 

In reply, Government stated (October 1996) that the project was 

contemplated under public sector and TEDA was hopeful that it would be sanctioned 
by World Bank . 

.. 
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ENVIRONMENT AND FORESTS DEPARTMENT 

6.7 Tamil Nadu Pollution Control Board 

"Tamil Nadu Pollution Control Board" (Board), was constituted with 

effect from February 1982 fo r enfo rcing Water (Prevention and Cont rol of Pollution) 

Act, 1974, Air (Prevention and Control of Pollution) Act, 198 1 and Environment 

(Protection) Act, 1986 in the State. These Acts aim at prevention, control and 

abatement of water and air pollution through planning comprehensive programmes and 

securing execution thereof The Board is to lay down standards for control of 

industrial, vehicular and noise pollution and also for their treatment. The Board is also 

to evolve economical and reli able methods for treatment of sewage and trade effluent s. 

utilisation of the same in agri culture and their disposal on land. 

The Board , in addition to its own sources of income, viz., sale of 

consent application fo rms, co llection of consent fees and analytical fees, 

reimbursement of water cess by Government oflndia (GOI), interest on bank balances 

and fi xed deposits, received financial assistance of Rs.3.25 crores from GOI (Rs.83 .65 

lakhs) and Government of Tamil Nadu (Rs.2.4 1 crores) during 1989-90 to 1994-95 

and incurred an expenditure of Rs.25 .06 crores during 1989-95 . 

A review of the aspects relating to enforcement of the regulatory 

enactments by the Board from l 9~9-90 to 1994-95 was conducted by Audit during 

September 1995 to March 1996 through test-check of records which disclosed the 

deficiencies di scussed in the succeeding paragraphs. 

(i) In order to plan and execute comprehensive programmes for 

prevention, control and abatement of pollution, the Board is to conduct a survey of 

streams, well s and industries. But, no detailed survey was conducted by the Board. 

At the request of Government, surveys of selected stretches of streams had been 

conducted. Though the Board had, to end of September 1995, identified 15,8 16 

industrial units to come under the purview of the Act, info rmation on total number of 

industrial units attracted by the provisions of these Acts was not furni shed by the 

Board. No annual plan to identify the industries was fo rmulated by the Board. 

Government stated that due to limited staff, it was not possible fo r the Board to survey 

all the water sources. However, to an audit enquiry regarding manpower evaluation, 

the Board stated that the staffing was need-based. As the Board was competent to 

create and fill up the posts, staff constraint was not justifiable. 

/ 2/24- 28a 
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(ii) Issue/renewal of consents 

Under Water/ Air (Prevention and control of po llution) Act. 

a ll new/existing units have to obtain co nsent of the Board for discharging the effluents 

According to the Board , all consents are valid up to 3 I March of the year. 

Against I 5,8 16 industrial units identified by the Board upto the end of 

30 September, 1995 to attract the provisions of the Act. consent had been accorded 

for 14, 197 industria l units alone during 1989-95. Of the remaining 1,6 19 industrial 

units which had not applied for consent, I ,034 units belonged to Red category (hig hly 

polluting) and 478 to Orange category (less po lluting) . Records disclosed that notices 

had been issued to 732 units and closure orders served o n 226 units. 40 of the 226 

units, against which closure notices combined with stoppage of power supply were 

issued, were still o perating. Twenty four units had obtained stay o rders from State 

Hig h Court duri ng 1994 and 1995 and appeals agai nst implementati on of c losure 

orders in 8 cases were pending with Appellate Authority. These stay o rde rs were yet 

to be got vacated by the Board ·(March I 996) . Despite appli cability of the Acts being 

brought to the notice of Government in February I 993 , no ne of the Government 

Hospita ls had applied for consent. Further, thoug h local authorities were requ ired 

under orders of State Government (April 1992) to apply for consent of the Board for 

di scharge of sewage, only 96 ou t of 13,384 local authorities purchased co nsent 

application fo rms. Three local bodies had applied fo r consent . Records did not 

indicate of any penal/legal action taken by the Board as contemplated in the Acts, 

against defaulting hospitals and local authori ties for ensuring compliance with 

regulatory measures. Government s tated (October 1996) that the hospitals were being 

persuaded to apply for consent . Government had also stated that due to paucity of 

funds, local bodies cou ld no t put up sewerage treatment plants. 

( iii) Based o n the representations from Small Scale Industries (SSi s), the 

Board had, w ithout approval of Government, kept outside th e pu rview of the Act, 

147 categories of SS ls employi ng less than 20 workers. 

(iv) Constru ction of Common Effl uent Treatment Plant 

As tiny SS is could not afford to provide indi vidual Effluent Treatment 

Plant (ETP). GOI launched a major scheme in Jun e 1990 to provide assistance fo r 

construction of Common Effluent Treatment Plants (CETPs) for clusters of SS ls. 

Under the scheme, SS is were encouraged to organise th emselves into 

Associations/Companies and assume full responsibility fo r setting up, operating and 

maintaining CETPs. In Tamil Nadu, construction of CETP s was executed through the 

Board and Tamil Nadu Leath er Develo pment Corporation (T ALCO) , a Government 

of Tami l Nadu enterprise. 

.. 
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Under this programme, establishment of 54 CETPs 1 during 1990-95 

was envisaged. As of March 1996, only 7 plants2 were completed and commissioned. 

Work in respect of 18 plants was in progress. Remaining plants could not be taken up 
due to non-identification of site (5) and non-finalisation of project report (9) and 

proposals ( 15 ). Non-provision of CETPs resulted in trade effluents to the tune of I 6 1 

lakh kilo litres per day di scharged by 2,608 units without treatment causing pollution 

of soil, sub-soil water and environment. Due to pollution of soil, State Government 

had to order (October 1995) waiver of land revenue (Rs. 1.48 lakhs) in respect of 

35,000 hectares of land in North Arcot-Ambedkar District . Despite large-scale 

pollution, the Board imposed closure orders on 24 units only in thi s di stri ct. Failure of 

the Board to take effective action in respect of other units led to a Public Interest 

Litigation. on which the Supreme Court had ordered (May and September 1995) 

closure of 1 19 tannery units in this di strict The Supreme Court had also ordered in 

April 1996 closure of all the tanneries (more than 200) in fi ve districts which were not 

connected to seven CETPs already completed and commissioned . Non-establishment 

of the CETPs had also resulted in blocking of Central/State Government assistance of 

Rs.2.9 1 crores with the Board . 

(v) Hazardous wastes 

The Hazardous Wastes (Management and Handling) Rules, 1989 

envisage a continuous programme fo r identification of sites and compilation of 

inventory of disposal sites within the State for disposal of hazardous wastes after an 
Environmental Impact Assessment (EIA) study. 

The Board had , as of March 1996, identified 9 sites fo r establishing 

common hazardous waste disposal facility to cover all the districts. Suitability of the 

site had been established through EIA studies only in one case (Manallur). but the 

facility for disposal could not be provided there due to objection by local people as the 

site was being used for grazing and threshing purposes. An expenditure of Rs.19.35 

lakhs had been incurred on the EIA study. ElA study was in progress in one site 

(Siruseri) and in other cases permission of Collector sought for during July 1993 to 

June 1995 fo r undertaking such studies was awaited. 

I . Board (17): TALCO ( 17). 

2. CETP Commissioned : Board (5): TALCO (2). 
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Due to non-establishment of common hazardous waste disposal 

faci lities, hazardous waste to the tune of 2. 71 lakh metric tonnes (MT) generated by 

747 units all over the State every year was being disposed of through land tilling and 

storing/dumping in areas earmarked, within the premises of industries, causing threat 

to environment. 

As per the Rules, all units generating hazardous waste have to obtain 
the authorisation of the Board for the purpose of collection, reception, treatment, 

transport, storage and disposal of such wastes. Of 747 units identified by the Board 

which generate hazardous wastes, 629 units had applied for authorisation and 

authorisation had been issued to 493 .. units (January 1996). Authorisation in respect of 

the remaining units was not issued partly due to non-furnishjng of requisite particulars 

to the Board and partly due to the tannery units becoming members of CETPs. As 

already mentioned, many of the CETPs were yet to be established . Information 

regarding the action taken by the Board in respect of the I 18 units which had not 

applied for authorisation was awaited (January 1996). The continued tUnctioning of 

units without authorisation of the Board was in violation of the provisions of the Act . 

(vi) Launching of prosecution 

Both the Water and Air Acts contemplate penal action against 
offenders under the Acts. 

To end of 1994-95, the Board had initiated legal action against 454 

units under Water and Ajr Acts. Out of 272 cases disposed of by various Courts so 

far, I 17 cases were decided against the Board . Perusal of 10 of the said judgements 
made available by the Board revealed as under : 

(a) non-communication of consent or rejection within the statutorily 
prescribed period of 4 months from the date of the application; 

(b) 

(c) 

(d) 

sarnples; 

(e) 

non-attendance at the Court by the Board officials; 

non-furnishing of the date of collection of effluent samples; 

non-observance of required procedure before collection of effluent 

non-furnishing of copy of the report of analysis of the sample; and 

(f) lack of advice from the Board regarding modality for achieving the 
prescribed standards. 

.. 
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Government pleaders had opined that there was no scope for further 

appeal in these cases. Because of failure of the Board. regulatory action would have 

to be initiated de11ovo . 

(vii) Board Laboratories 

Three Advanced Environmental Laboratories (AELs), 3 District 

Environmental Laboratories (DELs) and 6 Mobile Environmental Laboratori es 

(MELs) were established to analyse the samples of effluent and to conduct Ambient 

Air Quality (AAQ)/Stack Monitoring (SM) survey for industries. 

Against the annual target of 24 industries of Red category (highly 

polluting) in Coimbatore, AAQ/SM surveys were conducted in respect of 6 , 13 and 

I 0 only during 1992-93 , 1994-95 and 1995-96 respectively. due to staff constraints. 

repairs to equipment, etc. Records did not indicate of any action taken for filling up 

the posts and for repairs/ replacement of defective equipment despite favourable 
financial position of the Board. 

(viii) In order to study the impact of pollution caused by various domestic 
and industrial activities, the Board had been implementing on behal f of Central 

Pollution Control Board (CPCB ), programmes of Global Environmental Monitoring 

System (G~MS), Monitoring of Indian National Aquatic River System (M INARS) and 

National Ri ver Action Plan, Cauvery. Analysis of samples collected under these 

programmes in selected locations di sclosed that the average values of physico

chemical and bacteriological parameters did not meet the standards prescribed for 

surface water and faecal contamination of surface water of river Cauvery was a 

common phenomenon along the course of the river basin due to unhygienic 

anthropogenic activities and disposal of either untreated or partially treated municipal 

wastes into the river systems. 

Though periodical reports were being sent to CPCB and Director of 

Public Health and Preventive Medicine (DPH & PM) was addressed in thi s regard, no 
remedial action had been initiated either by CPCB or by the Board or by DPH & PM 

and the water contamination remained unabated. 
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(ix) Polluted waterways of Chennai city 

Due to growing population and poor infrastructural facilities, the City 
waterways~ had become receptacles for a wide range of domestic, commercial and 

industrial effluents and the accumulated sludge posed a public health hazard and 
environmental nuisance. Though samples were being taken since 1989 from 4 of these 
waterways and analysed by the Board, no tangible action had been initiated to contain 
pollution in these waterways. In January 1996, proposals were submitted by State 
Government to GOI with a project cost of Rs.355 .30 crores for presentation to 
European Commission for fund ing towards sustainable development of these 

waterways through ·Municipal Solid Waste Management, provision of low-cost 
sanitation, sludge removal etc. Final outcome was awaited (March 1996). 
~omparative studies undertaken by a private agency (C. P.R. Environmental Education 
Centre) disclosed that water in some areas had become unfit for drinking because of 

seepage of sewage from the waterways into the ground water. 

(x) Marine pollution 

Under Coastal Zone Monitoring Programme, 5 rounds of surveys were 

carried out by the Board at the cost of Rs. 12.33 lakhs during 1988-89 to 
1989-90 at 35 stations in 5 sectors"; samples analysed showed high level of 
contamination by domestic sewage and other organic wastes. Though the status of 
marine pollution along the Tamil Nadu Coast was presented to CPCB in April 1991 
and to Marine Engineering Division, New Delhi in March 1992 by the Board, no 
action had been initiated either by GOl or by CPCB or by the Board to prevent/control 
marine pollution. 

(xi) Pollution caused by vehicles 

GOI brought into force Rule 11 5(2) of the Central Motor Vehicles 
Rules, 1989 with effect from March 1990 and Rules 126 and 127 with effect from 
April 199 1 prescribing (i) safe limit of emission of smoke and gases from vehicles and 

(ii) testing of vehicles to conform to the laid-down emission norms. State 
Governments were required (March 1990 and August 199 1) to carry out necessary 

pollution tests. Accordingly, State Government ordered in February 1992 that all 

3. ( I) River Cooum. (2) River Adyar. (3) Buckingham Canal. (4) Otteri Nullah and 
(5) Captain Cotton Canal. 

4 . Ennorc to Madras. Madras lo Pondichcrry. Cuddalore to Point Calimcrc. Point 
Calimere to Mandapam and Mandapam to Cape Comerin. 

I 
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goods carriages in Chennai city should obtain a certificate from the Board on the level 

of emission before the vehicles were taken fo r fitness certificate. The scheme was 
extended in June 1994 to cover all types of vehicles in Chennai city and 3 other 

districts. 

As ordered by State Government in February 1992, the Board set up 
with effect from May 1992 four Vehicles Emission Moni toring (YEM) stations 

subsequently reduced to three, near the Regional Transport Offices (RTOs) in Chennai 

city for conducting emission tests onl y in respect of goods carriages in Chennai ci ty fo r 
grant of renewal of fitness certificates by RTOs. Due to partial coverage of vehicles 
and non-coverage of other districts, pollution level caused by 25.50 lakh automobiles 

(other than goods carriages in Chennai city) remained unchecked. Study conducted by 

the Board for the years 1992-93 to 1995-96 revealed that in respect of goods 
carriages, percentage of the vehicles exceeding emission standards had declined to 
11 .96 from 13.70 in 1992-93 . 

(xii) Miscellaneous 

As per section 2(a) of Air Act as amended, 'Noise' i~ also classified as 
one of the air poll utants. No action had been taken to control noise poll ution by 
Distri ct Environmental Engineers of Thanjavur and Cuddalore. 

(xiii) Under section 17 of the Water (Prevention and Control of Pollution) 

Act, Pollution Control Boards are to evolve economical and reliable methods for 
treatment of sewage and trade effluents, methods of their utilisation in agri culture and 
their di sposal on land. However, no action had been taken by the Board in thi s 

direction. 

6.8 

HEALTH , INDIAN MEDICINE AND HOMOEOPATHY 
AND FAMILY WELFARE DEPARTMENT 

Irregularities in the implementation of National AIDS Control 
Programme 

National AlDS Contw l Programme was !aun.ched in September 1992 
as a Centrally Sponsored Scheme with assistance from World Bank for prevention and 
contPOI of Acquired Immuno Deficiency Syndrome {AlDS) in India to be implemented 
during YITI'Five Year plan period i.e.,upto the end of March 1997. The project sought 
to initiate maj or effort in prevention of Human lmmuno Deficiency Virus (HI V) 

transmission and to constitute a start up investment to launch expanded preventive 
activities. Ultimate object of the project was to slow pawn the sp(ead of HJV in 
India. 
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The programme was implemented during April 1992 to March 1994 

through AlDS Control Cell functioning under Director of Medical Education (OME) 

and from April 1994 onwards, through Tamil Nadu State AIDS Control Society 

(Society), registered under Tamil Nadu Societies Act (Registered on I I May. 1994 ) . . 

Against Central assistance of Rs. 14.03 crores released during 

1992-96, an expenditure of Rs. 11.34 crores was incurred. On test-check of records of 

Health and Family Welfare Secretariat, Directorate of Medical Education and the 

Society, the following observations are made. 

Central assistance received by the State included commodity grant of 

Rs. I . 76 crores representing materials supplied by National A lDS Control Organisation 

(NACO) during 1991-93 . The commodity grant was not initially adjusted to the credit 

of the State by the Accountant General (Accounts and Entitlements) in the respective 

years as details for receipt of materials by recipient institutions were not made 

available by Al OS project cell. However, as per instructions of Government, the grant 

was adjusted in the accounts for 1993-94 pending details. Though Government was 

informed of the adjustment of Rs. I. 76 crores in September 1994. details for actual 

receipt were yet to be obtained for confirmation of receipt of materials. Four major 

hospitals had reported that no equipment/materials were supplied to them by NACO. 

(i) 

(a) 

Information, Education and Communication 

Failure to avail trade commission 

With a view to augment efforts of mass communication through multi

project channels of communication, a contract was entered into with an advertising 

agency in November 1994 for a project cost of Rs. 95 lakhs. The contract was valid 

for twelve months and the period of operation was later (December 1995) extended 

upto 3 I March, 1996. According to the agreement, the agency would retain 15 per 

cent trade commission granted by media owners and suppliers on gross cost of all 

orders placed with them by the agency on behalf of the Society Further, though the 

Society was the owner of copyright of art works, radio tapes, music, scripts, literature 

and press advertisement, TV spots and film , the agency would have a lien over them 

until itemwise charges were paid by the Society. Thus, as the Society would acquire 

clear title over all the propaganda material after the end of contract period by settling 

claims therefor, the Society could have resorted to placing orders directly with media 

persons after the contract period, thereby availing 15 per cent trade commission 

granted by media persons. Activities relating to the area of preparing and placing of 

advertisements through Doordarshan (DD) and All India Radio (AfR) could have been 

delinked while extending the period of operation of the agreement. It was observed 

that the Society had paid Rs.96.82 lakhs to the agency for telecasting and broadcasting 

• 
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during the extended peri od (December J 995 to March 1996). Failure to exercise 

financial prudence while extending the contract had resulted in non-accrual of financial 

benefit and trade commission to the extent of Rs. 14.52 lakhs. 

(b) Excess payment made to the adverti sing agency on telecast of TV spots 
on Doordarshan - Rs.20.72 lakhs 

Payments for telecasting TV spots were made by the Society as per the 

bill presented by the agency based on approved estimate under clause 12 of the 

agreement. 

As per Rate Card fo r commercial spot of DD commercial service of 

Government of India (GOl), a discount of IO seconds was allowed fo r spot booking 

for "60 seconds and more" in respect of all commercial advertisements. Accordingly, 

rate of telecasting 60 seconds would be the rate as applicable to 50 seconds. 

However, while approving estimate, the discount was not taken into account for 

telecast of the 60 second programme "Rat hi 95" in DD. 

The incorrect fixati on of rate fo r this item resulted in avoidable excess 

payment of Rs. 18. 95 lakhs on telecast of the programme du ring August 1995 to 

March 1996. 

It was also observed that the agency was paid Rs. I. 76 lakhs for telecast 

of TV spot iri rural programme "Vayalum Vazhvum" even on dates on which these 

were not telecast as verified from certificate of advertisement issued by DD. This 

would indicate that claims of the agency had been settled without ascertaining their 

genuineness . 

(c) Production of films and video cassettes 

According to guidelines issued by Government of Tamil Nadu in March 

199 1, Government department/ Corporation/ Board/ Public undertaking etc., which 

desires to produce a documentary has to obtain financial sanction based on estimate 

furni shed by Tamil Nadu Films Division and entrust the work to the private producer, 

identified by Films Division. 

However, the Society had neither adopted estimates furn ished in the 

guidelines nor called fo r estimates from Tamil Nadu Films Division. The Society 

obtained quotatio ns from 3 to 6 private producers and accepted the lowest amongst 

them. The lowest accepted rate for fih11s of" duration upto I 0 minutes varied from 

Rs.75,000 to Rs.90,000. However, the estimated rate of Films Division 

communicated by Government was between Rs,25,000 to Rs.85,000. 
'j l 
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For conversion of the film Mw111echarikai to · U' matic cassettes and 

then to VHS cassettes, the Society called for quotations in July 1994 and accepted the 

lowest quotation of Rs.395 per VHS cassette of 60 minutes duration offered by firm 
'A' for production of 2,250 VHS cassettes. However, information ascertained from 
Government Films Division disclosed that cost of each imported recorded cassette 
worked out to Rs.95 only i.e., Rs.75 per plain cassette and recording charges of Rs.20. 
The same offer of Rs.395 was acted upon for producing 7,036 VHS cassettes of eight 
other films without resorting to fresh tenders/quotations. Failure to ensure reasonable 
rate fo r production of VHS cassettes resulted in avoidable addi tional expenditure of 

Rs.26.67 lakhs in respect of 9,286 cassettes. 

Firm ·A' had offered a reduction of 20 per cent and 35 per cent in the 
rate for copies in excess of 500 and 1,000 numbers respectively. However. the 
Society paid for cassettes at a full rate of Rs.395 though number of cassettes produced 

ranged from 1,000 to 2,250 in respect of 6 film s. Failure to avail the concession 
resulted in excess payment of Rs.3.25 lakhs. 

The rate of Rs.395 accepted was fo r production of VHS cassettes of 60 
minutes duration. Though VHS cassettes produced by the Society varied between 3 I 
to 45 minutes duration only, payment was made at full rate without restricting it 
propo11ionately. While placing orders, need for proportionate cut in the rate fo r 

reduced durations was not contemplated. 

(d) Excessive printing of copies of films 

Though the Society got printed 50 copies of 35 mm. films titled 
M111mecharikai at the total cost of Rs. 7 .65 lakhs on 16 May, 1995 (each copy costing 

Rs.15,300), only 12 copies were released for screening and the balance 38 copies 
costing Rs.5.8 1 lakhs were kept idle for more than a year. 

(ii) Purchase of PVC corrugated boards and corrugated sheets 

According to guidelines issued by GO! for the programme, furniture 
and equipment estimated to cost US dollars 50,000 per contract would require to be 
procured after obtaining quotations atleast from 3 suppliers. However, it was 
observed that PVC corrugated boards/sheets, furniture and Info rmation, Education 

and Communication (lEC) materials were procured by the Society fo r a total value of 
Rs.45 .64 lakhs without calling fo r quotations. 

(iii) Files and records for an expenditure of Rs.43 .14 lakhs under IEC, 
adve11isement and publicity were not produced and hence, correctness of payment 
could not be checked in audit. 

I 
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(iv) Payments to Non-Governmental Organisations 

National AIDS Control Programme envisaged involvement of Non
Governmental organi sations (NGOs) in a substantial manner for info rmation 
dissemination and provision of support service among high risk group, commercial sex 
workers (CSW), IV drug users, etc. Thirty fi ve NGOs were selected during the years 

1994-95 ( 17) and 1995-96 ( 18) and a sum of Rs. I. 18 crores had been released by the 
Society during 1994-95 (Rs.81 .63 lakhs) and 1995-96 (Rs.36.82 lakhs) to these 
agencies. 

Claims of NGOs were settled based on the account rendered by them 
which merely indicated the programme/strategy. However, information as to the 

extent of implementation was not available in those accounts. Final reports submitted 

by NGOs also did not cover all activities envisaged in the approved estimates. No 
independent mechanism was evolved to monitor actual implementation of the reported 
acti vities of NGOs. In the absence of any supportive information, correctness of 
payments made to NGOs could not be ensured in audit . 

The matter was referred to Government in November 1996: reply had 
not been received (December 1996 ). 

HOUSING AND URBAN DEVELOPMENT DEPARTMENT 

TAMfL NADU HOUSING BOARD 

Avoidable expenditure on purchase of wood 

The Wood Working Unit (Unit) of the Tamil Nadu Housing Board 

(Board) was manufacturing wooden doors and windows for various housing schemes 
implemented by the Board. The unit procured their requirement of wood from 
Andaman Forest Depa11ment (AFD). 

Considering the demand for door frames and shutters and the delay 
expected in receipt of long size wood from AFD, proposals fo r the purchase of 160 
cubic metres (cu. m.) of Padauk wood from open market was approved by the Board in 

November 1990. Tenders were invited in November 1990 for supply of 160 cu. m. of 
Padauk wood scantlings of two specific sizes by the Superintending Engineer (SE), 
Kalaignar Karunanidhi Nagar Circle of the Board . The lowest negotiated offer of 

Rs. 15,53 5 per cu. m. (December 1990) was rejected by the Board (February 199 1) as 
the increase in customs duty from 15 per cent to 40 per cent demanded by the 
tenderer (January 199 1) was not confirmed by the Customs Department. Retendering 
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was made in February 199 1 and the lowest rate of Rs.17,855.75 per cu.m. inclusive 
of duties and taxes received from the same firm was also rejected (July 199 1) as the 
Unit, in the absence of test facilities with it , could not test the samples of wood 
through outside agencies within the validity period of tender (2 months) and the 

tenderer also demanded 20 per cent increase for revalidation of his tender. Finally, 
the lowest tender of Rs.25,600 per cu.m. received during the third tender call 

(August 199 1) was approved by the Board (October 199 1). A quantity of60.76 cu .m. 
of wood was received during the period from October 1991 to January 1992. The 
supplier did not effect further supply complaining about large scale rejection and the 
balance quantity was not purchased by the Board due to receipt of wood from the 
AFD. 

The Board did not have any testing faci lity and was ensuring the quality 

only by visual inspection. Even if the sample was tested for quality, the Board had to 
ensure quality at the time of supply. As the sample was considered good and the 

tender conditions provided for rejection at' the time of supply, the Board could have 

finalised the tender of the second call within the validity period. It was also seen that 
the lowest tender of third call was accepted without testing samples and the unit 
exercised quality control by way of inspection only at the time of supply. 

Thus, the failure of the Board to accept the lowest tender of second call 
within the validity period had resulted in an extra expenditure of Rs.4.71 lakhs in the 
purchase of 60.76 cu.m. of wood. 

When the matter was referred to Government in Apri l 1996, 

Government stated (August 1996) that the actual expenditure incurred on the purchase 
would be treated as cost of timber and included in the scheme cost and that there 
would be no financial loss to the Board . The reply was not acceptable as the Board 
could have avoided this extra expenditure and now it was the purchaser who would 
have to pay for the Board's failure. 

6.10 Irregular reimbursement of premium on insurance 

Government of Tamil Nadu ame11Ped clause 47. I of the General 
conditions of contract of the Tamil Nadu Buildings Practice (TNBP) in August 198 1 

to the effect that the work executed by the contractors shoµ Jd be maintained at their 
risk and cost until taken over by the Department and they s~ould arrange at their own 

· cost, insurance cover of the works against fire, flood, volcanic eruption, earthquake, 

other convulsions of nature and all other natural ca~amities and risks ari sing out of acts 
of God. 

I 
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Government, in February 1988, issued orders perm1ttmg the Tamil 

Nadu Housing Board (Board) to entrust construction works of the Board in Chennai 

city within a radius of 30 kms. to Mis. Engineering Projects (India) Limited (EPI), a 

Government of India Undertaking and to fi x rates by negotiation after settling the 

terms and conditions. 

The Board entered into a Memorandum of Understanding (MOU) with 

EPI in November 1988 and entrusted the work of 'Construct ion of commercial 
complex at Nandanam' in April 1989. The rates for the contract were negotiated in 

two stages viz., foundation and superstructure. EPI after entering into an agreement 

(April 1989) for the foundation work took a risk insurance policy for the entire project 
in September 1989. While the foundation work was in progress, EPI submitted 

(September 1989) the rates for superstructure wherein it had indicated that the liability 
for insurance should be taken over by the Board. In the meeting held in June 1990 

with EPI. it was decided that the issue of taking over the liability of risk insurance by 

the Board would be examined separately. The agreement for superstructure was 

concluded in the same month without deciding the issue. At the end of June 1990, the 

contractor claimed reimbursement of Rs.0. 79 lakh towards three instalments of 

premium paid but the claim was disallowed for the reason that the agreement for 

foundation work did not contain provision for such reimbursement. 

In June 199 1, orders were issued by the Chief Engineer (CE) of the 

Board for reimbursement of the premium on the risk insurance policy in respect of the 

superstructure work . Accordingly, Rs.2.81 lakhs was reimbursed by the Board 
between July 199 1 and February 1994. 

On the irregular reimbursement of premium being pointed out by Audit 

in July 1993 , the Board stopped reimbursing the premium to EP I after February 1994. 

However, the amount of Rs.2.8 1 lakhs already paid was not adjusted (February 1996). 

Government, in March 1996, contended that the TNBP provided for 

meeting the expenditure on Risk Insurance by the contractor only when it was 

mutually accepted and as the contractor insisted, the Board had no other alternative. 
The reply was not tenable as the amended provision of TNBP as well as the MOU 

entered into between the Board and EPI did not provide for meeting the expenditure 

on insurance. 

The matter was again referred to Government in March 1996; reply 

had not been received (December 1996). 
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TAMIL NADU SLUM CLEARANCE BOARD 

6.11 Excess payment of interest to HUDCO 

The Tamil Nadu Slum Clearance Board (Board) implemented various 

schemes by obtaining loans from the Housing and Urban Development Corporation 

(HUDCO) at the rates of interest prescribed by HUDCO from time to time. In 

addition, the Board also paid interest tax at 3 per <.:en/ from October 199 1. According 

to the provisions of the agreement entered into with HUDCO, the rates of interest on 

the loan amount 6r a part thereof could be varied by HUDCO at the time of release of 

such amount by giving prior written notice. Interest was payable by the Board 

quarterly. · 

HUDCO, m May 199 1, announced a revised financing pattern for 

vari ous schemes implemented by the Government agencies contemplating, among 

other things, revision of rates of interest with effect from I Apri l,1 99 1. Revised rates 

were appli cable for loan instalments released after I April, 1991 . The Board, 

however, made payments a.t the revised rates of interest during the period from April 

199 1 to March 1993 in respect ot 70 instalments ofloans received from HUDCO prior 

to Apri l 1991 . During the reconciliation of loan accounts by the Boar:l w ith HUDCO 

in March 1993 , HUDCO agreed to charge old rates of interest in respect of loans 

obtained by the Board prior to April 1991. Accordingly, in August 1993 , the Board 

intimated HUDCO that Rs.85 . 13 lak hs was paid in excess. Excess payment 

amounti ng to Rs.85 lakhs was adjusted in September 1993 against the dues to be paid 

by the Board to HUDCO. 

interest amounting to Rs. l 0.3 7 lakhs on the excess payment of 

Rs.85 . 13 lakhs retained by HUDCO for periods ranging from 6 to 27 months was not 

demanded and adjusted by the Board . Besides, interest tax of Rs.1 .87 lakhs paid by 

the Board from October 1991 to March 1993 on the excess interest of Rs.62.28 lakhs 

paid to HUDCO was also not adjusted . 

The Board contended (April 1996) that there was no excess payment 

and interest was paid as per the conditions of agreement entered into with HUDCO 

and on clarification from HUDCO, the amount was subsequently adjusted . The 

Board's contention was not tenable as the agreement did not provide for retrospective 

revision of rates of interest by HUDCO and the Tamil Nadu Housing Board, another 

agency obtaining loan assistance from HUDCO, had paid the higher rates of interest 

only for the instalments of loans released after March 1991. 

(' 
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Excess payment made by the Board could have gainfully been invested 

or atleast adjusted against loan instalments due to HUDCO by rescheduling of 

repayment thereby reducing the interest liability of the Board by Rs. 12 .24 lakhs for the 

period from April 1991 and March 1993 . Besides, the Board had not recovered the 

excess amount paid for interest tax (Rs. 1.87 lakhs) and interest (Rs.0. 13 lak h). 

The matter was referred to Government in May 1996; reply had not 

been received (December 1996). 

6.12 Avoidable expenditure due to drawal of loan amount 
far in advance 

With a view to house the people living in thatched houses in Nort h 

Giriappa Road, Chennai , the Tamil Nadu Slum Clearance Board (Board) proposed 

(August 1992) construction of 384 tenements at the cost of Rs. I . 75 crores with loan 

assistance of Rs. 1.49 crores from Housing and Urban Development Corporation 

(HUDCO) and balance from Government grants. 

HUDCO sanctioned a loan of Rs. 1.49 crores in August 1993 subject to 

the following conditions:-

(i) Front end fees (FEF) at the rate of 0.75 per cent of the total loan 

amount sanctioned would be recovered from the first instalment and no refund would 

be made if there was any change in the loan amount sanctioned/availed by the Board. 

(ii) The loan amount drawn should be uti li sed for the purpose fo r whi ch 

sanctioned within six months from the date of drawal, fai ling which the Board was 

liable to pay penal interest for non-utilisation. 

Government approval for the scheme was obtained in March 1994. 

Without arranging for temporary settlement of the inmates of the existing tenements 

during construction period, the Board requested (March 1994) HUDCO to release 

Rs.37.06 lakhs towards first instalment of the loan. HUDCO released Rs.35 .57 lakhs 

in March 1994 after . deducting Rs. 1.1 2 lakhs and Rs.0 .37 lakh towards FEF and 

Research and Development account respectively. 

However, as it was found difficult to identify the rehab ilitation site 

nearby the scheme area, the Board resolved in June 1994 to construct the tenements in 

a phased manner. Financial sanction for the revised proposal was accorded by the 

Board in December 1994. In the meantime, in order to avoid payment of penal 

interest, the Board refunded to HUDCO (September 1994) Rs.39.30 lakhs including 

interest ofRs.2. 17 lakhs and interest tax ofRs.0 .07 lakh. 

2/24-30 
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Thus, the premature drawal of loan from HUDCO by the Board had 

resulted in avoidable expenditure of Rs.3 .73 lakhs. The Board conten.ded (March 

1996) that the loss was notional as the Board utilised the money fo r implementing 

other ongoing schemes in view of severe financial constraints and earned supervision 

charges. This contention was not tenable as HUDCO stipulated that the loan should 

not be diverted to another scheme. Further, the total cash balance of the Board during 
March 1994 to September 1994 ranged between Rs. 5. 99 crores and Rs. 9. 06 crores 

and there was no necessity for the Board to uti li se the above loan of Rs.35 .57 lakhs on 

other schemes. 

The matter was referred to Government in July 1996; reply had not 

been received (December 1996). 

6.13 

MUNlCIPAL ADM INISTRATION AND WATER 
SUPPLY DEPARTMENT 

TAMIL NADU WATER SUPPLY AND DRAINAGE BOARD 

Unfruitful outlay on a service reservoir constructed 
at Tuticorin town 

Government sanctioned (March 1983) Rs. 1.45 crores for the 

'Tuticorin Water Supply Immediate Improvement Scheme' owing to limited capacity 

of the existing service reservoirs and distribution system. The scheme was proposed 

and implemented by Tamil Nadu Water Supply and Drainage Board (Board) for 

eventual handing over to Tuticorin Municipali ty (Mu nicipal ity) fo r maintenance. The 

Board completed two of the three stages of the scheme at the cost of Rs. I. 12 crores 

and handed these over to the Municipality in July 1989. The th ird stage envisaged the 

construction of new 20 lakh li tres capacity high level service reservo ir (new reservo ir) 

to serve Zone rv in lieu of the existing ground level reservo ir of 16 lakh litres 

capacity. The new reservoir was to be fed using the existing pumping main, 75 HP 

pumpset and conveying main and a newly constructed connecting line between the 
existing conveying line and the new reservoir. This arrangement was expected to fil l 

up the reservoi r in 8 hours so as to have sufficient pressure and time fo r di stribution. 

The work relating to third stage was completed by the Board in April 

1992 at the cost of Rs.42.73 lakhs and was ready fo r handing over to the Municipali ty 
• 

in February 1993 . However, the Municipali ty did not take over the reservoir on the 

ground that the pumpset took 14 hours to fill up the reservoir as against the designed 

period of 8 hours and consequently the reservoir partially filfed in 8 hours did not cater 

I 
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to even one third of the area. The Board attributed the excess time taken fo r filling the 

new reservoir to lower effi ciency of existing pumpset which had served its life and 
conveying main being old and suggested (May 1994) for laying an additional 
conveying main with pumpset to pump water to the new reservoir at the cost of 
Rs.24. 74 lakhs. However, due to dearth of fu nds, it was decided during the meeting 

held by the Distri ct Collector in May 1995 to pump water into the abandoned 

reservoir and from there to the new reservoir by using a pumpset and a new 
connecting line. The work was completed in March 1996 at the cost of Rs. 1.69 lakhs 
and the reservoir was handed over to the Municipality in July 1996. 

Thus, the failure of the Board to plan and provide proper design fo r 

conveying water to the new reservoir at the time of taking up the work had resulted in 
unproductive outlay of Rs.42.73 lakhs and non-achievement of the objective of proper 
distribution of water to the public for over 3 years. 

The matter was referred to Government in July 1996; reply had not 
been received (December 1996). 

6.14 Unproductive expenditure on the establishment of 
water meter workshops 

The establishment of three water meter workshops fo r repairing and 
testing water meters of local bodies at a reasonable rate was proposed. at Coimbatore, 

Madurai and Salem at the estimated cost of Rs.37.12 lakhs (building : Rs.16.87 lakhs 

and fu rniture and equipment : Rs.20.25 lakhs) under Tamil Nadu Water Supply and 
Sanitation Project, a World Bank aided project sanctioned by Government in March 
1983 for Rs. 149.42 crores. As of March 1995, the Board incurred an expenditure of 

Rs.24.58 lakhs on the establishment of workshops (Coimbatore: Rs.8.09 lakhs: 
Madurai : Rs.7.89 lakhs: Salem: Rs.8.60 lakhs) but the workshops were not 
commissioned fo r want of staff and delay in commissioning of the equipment (June 
1996). 

Test-check of records revealed the fo llowing: 

Civil works for construction of building for workshops were completed 
between May 1988 and May 1989 at the total cost of Rs. 16.27 lakhs (Coimbatore: 
Rs.5.42 lakhs; Madurai : Rs.5.18 lakhs; Salem: Rs.5.67 lakhs). The order for supply, 
delivery, erection and testing of water meter testing equipments with connected 

accessories to the three workshops was placed with a firm in August 1990 fo r Rs.9.23 
lakhs and the firm had completed supplies between November 1992 and March 1993 
and Rs.8.3 1 lakhs was paid on this account (Coimbatore: Rs.2.67 lakhs; Madurai : 

. 2/24-30a 
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Rs.2 . 71 lakhs:Salem: Rs.2. 93 lakhs) . The proposal of Rs. 18 lakhs for sanction of staff 

sent to Government by the Board in December 1994 was not approved by 

Government. 

The Board stated (March 1995) that the establishment of water meter 

workshop was a new item of WC?rk by the Board and the delay in preparation of 

estimates for equipment and staff was due to consu ltation made with other agencies 

doing similar works within and outside the State. The contention of the Board was 

not tenable as the Board had not taken co-ordinated action to execute all the 

components to complete the scheme and the following fai lures were noticed : 

(i) The Board arranged to collect details from other agencies on ly 111 

February 1992, August 1993 and February 1994. 

(ii) Order for Supply of equipment was placed only in August 1990 whi le 

the building works were completed by May 1989. Against the supply period of 4 

months, the equipment were supplied in 32 months . 

(iii) Staff proposals were initiated as early as in March 1992 but approved 

by the Board only in April 1994. The proposals were not approved even after 18 

months by the Government. 

Thus, the slow implementation of the establishment of water meter 

workshops at Coimbatore, Madurai and Salem had resulted in the unproducti ve 

expenditure of Rs.24.58 lakhs. 

The matter was referred to Government in July 1996: Government 

concurred with the views of the Board (November 1996). 

REVENUE DEPARTMENT 

6. 15 Loss of revenue due to delay in conducting auction 

Based on the proposal of Sub-Collector, Paramakudi , District Revenue 

Officer (DRO), Ramanathapuram accorded sanction (August 1989) for auction sale of 

5,950 tonnes ofbabultrees valued at Rs .10.71 lakhs that stood on the poromboke· 

. land on the banks of the tank in Ponthampuli Village in Kamudhi taluk. The auction 

sale, fixed on 9 May, 1990 and postponed to 29 June, 1990 could not be conducted as 

notifications published in District Gazette were received by Sub-Collector only on 

* Land which does nol yield revenue lo Governmenl viz .. Land Revenueffax is usually 
known as Poromboke. 

I 
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10 May, 1990 and 16 July, 1990 respectively (i.e.), subsequent to the date fi xed fo r 
auction sale. In November 199 1, 5 tonnes of trees were auctioned and a revenue of 
Rs. 950 was reali sed. Reasons for not conducting auction for the remaining 5, 945 

tonnes of trees were not on record . 

In the meantime. there were complaints from public about illicit felling 

of trees. When the complaints were referred to Tahsildar, Kamudhi, he reported 
(February 1992) to Revenue Divisional Officer (RDO) that only successful bidder in 
the auction held in November 199 1 had removed the trees and that there was no illicit 

felling of trees. 

RDO, Paramakudi who visited the area in October 1993 reported that 
only 85 tonnes of trees including I 0 tonnes of trees. which were seized at the time of 
unauthorised removal were only available at the site and the remaining quantity of 

trees were removed illicitly. On a proposal from the RQO in October 1993, the above 

trees (85 tonnes) were auctioned (March 1994) and a revenue of Rs.0.61 lakh was 
realised. The department initiated di sciplinary action against officials concerned in this 

regard and the matter was pending finalisation (November 1995). 

Thus, failure of the department to take effective action to auction the 
trees early on receipt of sanction and to prevent illicit felling of trees resulted in loss of 
revenue of Rs. 10.09 lakhs to Kamudhi Panchayat Union and Government in respect of 

5,860 tonnes of trees removed illicitly. 

The matter was referred to Government in April 1996; reply had not 
been received (December 1996). 



CHAPTER VU 

7.1 Commercial activities 

As on 3 I March, 1996, there were 4 departmentally managed 

commercial and quasi-commercial undertakings in the State as shown below. The 

results of the working of these undertakings are compiled annually by preparing 

Pro forma Accounts irrespective of General Accounts of Government. The 

preparation of Proforma Accounts of three undertakings was in arrears from 1 to 4 

years and in the case of Scheme for purchase and distribution of Chemical Fertilisers, it 

was in arrears from 1980-81 to 1995-96. 

Ser ial Name of the dc1>artment/ Period for Remarks 
number Undertaking which ace-

ounts were 
in arrears 

l. AGRJCULTURE DEPARTMENT 

I. Government Agricultural Engi- 1995-96 Pro Jonna Accounts for the year 
neering Workshop. Madras 1995-96 awaited. 

2. Scheme for purchase and 1980-8 1 Revised Pro .f<.1r111a Accounts for 
distribution of Chemical to th~ year 1980-8 1 have been called 
Fertilisers, Madras 1995-96 for and tl1e same were awai ted. 

Scheme discontinued in 1978. How-
ever, Government Orders regarding 
discontinuance of preparation of 
Proforma Accounts from 198 1-82 to 
1995-96 are shown as arrears. 

II. ANIMAL HUSBANDRY AND 
FISHERIES DEPARTMENT 

3. Chank Fisheries. Tuticorin 1993-94 Proforma Accounts for the years 
to 1993-94 to 1995-96 awaited. 
1995-96 

4. Chank Fisheries. 1992-93 Pro jiJrma Accounts for the years 
Ramanathapuram to from 1992-93 to 1995-96 awaited. 

1995-96 

. ., 
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The matter regarding delay in finalisation of the accounts was last 
referred to Government/concerned department in June 1996, and their reply was 

awaited (August 1996). 

Financial results of these 4 undertakings for the year upto which 
accounts have been compiled and audited showed that losses aggregating 

Rs. 1.29 crores had been incurred by these undertakings after charging interest on 
capital, as per details in Appendix XIV. 

7.2 Government Agricultural Engineering Workshop 

7.2. I Introduction 

Government Agricultu ral Engineering Workshop (workshop) set up by 
State Industries Department in 1920 was taken over by Agriculture Department in 
1958 to run on commercial lines. The workshop which mainly caters to the needs of 
the Agriculture Department was engaged in the manufacture and reconditioning of 
hand-operated well-boring equipment, drilling/fi shing tools, power drills, etc. 

Performance of the workshop during last three years upto 1995-96 was 
reviewed (August 1996) in audit and findings thereof are discussed in succeeding 

paragraphs. 

7.2.2 Physical performance 

Table below indicates performance data of the workshop in regard to 

receipt/execution of works and utilisation of men and machinery during the three years 
upto 1995-96. 
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Particulars 1993-94 1994-95 1995-96 

Number Value Number Value Number Value 

(Rupees (Rupees (Rupees 

in lakhs} in lakhs) in lakhs} 

Execution of works 
Works pending execut ion 
al the beginning of the year 72 23 .34 85 27 .65 69 17 .45 

Receipt of job orders 60 2 I.()() 34 14 .02 46 2 1.03 

during the year 

Total 132 44.34 119 4 1.67 115 38.48 

Works completed 47 16.69 50 24 .22 63 18.76 

Works pending at the 
end of the year 85 27 .65 69 17.45 52 19.72 

I I Labour Utilisation 
Available manhours 1023 15 100455 99324 

Actual hours util ised 68232 44228 34760 

Percentage of utilisation 66.7 44 .0 34.0 

Ill Machine Util isation 
Available machine hours 4 1017 40098 -t0527 

Actual hours utilised 2 1909 163 12 14600 

Percentage of utilisation 53 .4 40.7 36.0 

The following points were observed in audit in this connection : 

(i) Out of 52 works pending execution as at the end of March 

1996, 28 works were pending completion fo r over two years. Delay in completion of 

these works was attributed by the workshop to inadequate capacity of the existing one 

lathe to cope with the actual requirements. The workshop had not initiated any action 

fo r procurement of any additional lathe commensurate with its actual requirements. 

(ii) The workshop had not evolved any standard man/machine 

hours fo r each job nor any system of job costing so as to exercise an effective control 

over materials, men and machinery. 

(iii) Util isation of labour and machine had steadily declined fro m 

66.7 to 34 per cent and from 53 .4 to 36 per cent respectively during three years upto 

1995-96 due to lack of sufficient orders. The main reasons for dearth of orders as 

identified (July 1992) by the workshop was as under: 

,. 
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It had to confine itself only to reconditioning works since usage of 

hand-boring sets, drills. etc., had reached a saturation stage. 

lncrease in labour costs due to periodical revision of wages/dearness 

allowance. 

Levy of heavy centage charges. 

Avai lability of same kind of services at cheaper rates outside. 

The entire machinery of the workshop (original cost : Rs 10.72 lakhs) 

had far outlived their life. 
modernisation/diversification. 

Despite this. the workshop had no plan for any 

7.2.3 Financial performance 

The workshop had finalised its pro Jonna accounts only upto 1994-95 

Table below indicates financial results of the workshop during three years upto 
1994-95 . 

II 

2/24-31 

Particulars 

( I) 

Income 
S<1 les and Service clrnrges 

Other income 

Total income 

Expenditure 
Cost of sales/services 

Administrative expenses 

Miscellaneous expenses 
(electricity charges. rates. 
taxes. audit fees. etc.) 

Unabsorbed labour charges 
debited to workshop maintenance 

Interest on capital 

Depreciation 

Total expenditure 

Loss ( II - I) 

1992-93 

(2) 

24.78 

0 .54 

25 .32 

19..l4 

19.78 

2.73 

19.29 

8.44 

0.0 1 

69.69 

44. 37 

(Rupees in lakhs) 

1993-9-' 1994-95 

(3) (-') 

20.90 3 1.58 

0.30 1.09 

21.20 :12.67 

12.80 22 .34 

19..l8 2 I A2 

3.03 4 .0 1 

22. 13 22.08 

9. :rn 9.65 

0 .01 0.0 1 

66.75 79 .5 1 

45.55 46 .84 
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The following poir1t s meri t mention in thi s connection : 

(i) Audit analysis indicated that fo r 55 workers on production line, the 

workshop employed 33 supervisory staff, thereby ind icating absence of effecti ve 

manpower management. The workshop had nol made any assessment of requirement 

of actual manpower so a to identify surplus staff for their fruitful deployment in other 

needy Government departments. 

(ii) There was no timely raising of invoices against supplies made/services 

rendered. Delays ranging from 10 to 1,389 days were noticed in raising invoices (after 

completion of works) during 1992-93 to 1995-96 in 65 cases test-checked in audit . 

(iii ) In respect of dues of Rs.2 54 lakhs to be recovered relating to the 

period prior to 198 1-82, no detail ·· were available with the workshop. 

(iv) Remittances amounti11g to Rs. 1.60 lakhs made into treasury branch of 

tate Bank of India during January 1990 to August 1992 have not been accounted for 

by the bank so far (August 1996) The workshop had also not effectively followed up 

with the bank to reconcile the discrepancy. 

(v) The workshop charged centage at 12 per cent on materials and 300 per 

cenr on labour on all works undertaken by it. According to ... the workshop 

management (December 1983 and August 1991 ). due to quicker and cheaper 

availabi lity of same ki nd of services outside, Agriculture Department with the 

constraint of limited avai lability of funds at its disposal hesitated to approach the 

workshop for their jobs but got them executed through private parties. Thus, the 

underlying objective of setting up of a workshop to serve as a· captive workshop of 

Agriculture Department was not achieved. 

I 
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Considering lack of suffi cient orders on account of all the above, the 

workshop approached (December 1993) Government for its conversion into "service 

unit" so as to make its rates more competitive by dispensing wit h levy of centage 

charges . But, no decision had been taken by Government so far (August 1996) 

The matter was referred to Government in October 1996: reply had not 

been received (December 1996). 

Chennai 
The 

New Delhi 
The 
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7 MAR 1997 

Countersigned 

(NARENDRA SINGH) 
Accountant General (Audit)! 
Tamil Nadu and Pondicherry 

(V.K. SHUNGLU) 
The Comptroller and Auditor General of India 
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APPENDIX I 

(Reference : paragraph 2.2.2; page 36) 

GRANTS/A PPROPRIATIONS WHERE SUPPLEMENTARY PROVISIONS 
OBTAINED IN MARCH 1996 PROVED UNNECESSARY 

(Rupees in lakhs) 

Serial Number and title Su1>11lcmcntary Final 
number of grant/appro- grant/app ro- saving 

11ri ation 1>rilltion 
(March 19%) 

( I) (2) (3) (-0 

Voted grants-

I. I. Land Re\'enue 11 .48 I J lJ,1)2 

2. 1. Motor Vehicles Acts -
Admi nistration 95.24 2-l9.l)lJ 

J. -l . General Sales Tax and 
Other Taxes and Duties-
Admini stration 1684 .86 2090.86 

-l . 10. Milk Supply Schemes 2 1.5-l 21.7 1 

5. 17. Education 74 72 .62 142 16.45 

6. 20. Agriculture 4971.19 5935.49 

7. 28. Labour including Factories I 91J.O I 22 1.11 

8. 29. Social Welfare 41 57.58 4910.80 

9. n . Housing 8 17.75 155 I .J O 

I 0 . 15. Irrigation () . ()() 8(12 .72 

II . 46. Informat ion and Film 
Technology 154.09 2 11.79 

12. 48 . Water Supply 661.D 59 17.48 

13. 55 . Capital Outlay on Public 
Works -Buildings 466.69 2043.53 

------------- --------------
Total 207 1 :u 4 18.J7U5 

___ ... ____ ... ____ --------------
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(l) (2) (3) (4) 

Charged a 1>11ropriations -

I. 12. Administration of the 
Tamil Nadu Hind11 Religious 
and Charitable Endowments 
Act. 1959. O.H3 / .].'< 

2. 17. Education 0.2 1 0.31 

., 
. ). 23. Co-ope rat ion 0. 15 0. / 6 

4 . :w. Welfare of the Scheduled 
Tribes and Castes. etc. -156.10 .J75.05 

5. 14. Civil Supplies 0. 13 0. I./ 

(1. 41. Pensions and Other t Retirement Benefits 31 . ./I 59.65 

Total 488.'J1 53(i.52 

.. 
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APPENDIX II 

(Reference: paragraph 2.2.2; page 36) 

GRANTS \ V. HERE SUPPLEMENTARY PROVI SIONS OBTA INED 

DURING 1995-96 PROVED INSUFFICIENT BY MORE 
THAN H.s.50 LAKHS EACH 

Numbe r and tit le of ~rant Total supple
mcntarJ grant 

(Rupees in la ld1s) 

Final 
excess 

Votctl )!ntlll)I-

I. 10. 

2. :1 1. 

' ·' · 38. 

.t . 

:i . .t :i . 

6. 56. 

Welfare of the Scheduled 
Tribes and Castes. etc. 

Welfare of the Backward 
Classes. Most Bach~ard 
Classes and Dcnotified 
C omllluni t ies 

Roads aud Bridges 

Pensions and Olhcr 
Rel irement Benefits 

Compe11sa11011 and 
Assignments 

Capilal Out lay on Roads 
and Bridges 

Tot.a l 

-ti7.0 I 

928.74 

525.u .2 

11 8 1.9& 589. I X 

2386.6 1 682.2:> 

I 079.t . .+9 
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APPENDIX Ill 

(Reference: paragraph 2.2.3; page 36) 

GRANTS/APPRO PRIATIONS WHERE EXCESS REQUIRES REGULARISAT ION 

Serial Number and title of Total grant/ Ex pen- Excess 
number grant/appro1lriatio11 appropriation diturc 

( I) (2) P1 (4) (5) 

Rs. Rs. Rs. 
Voted grants-

I. 30. Welfare of the 
Scheduled Tribes 
and Castes. etc. 2 AO A6 .4 5. ooo 2.52.80. 13.8-B I 2.3H>8.8-l3 

2. 31. Welfare of the 
Backward Classes. 
Most Backward 
Classes and . ,t Denotified 
Communit ies 5 1.83. 75.000 52..l6.89.325 ()3. l-l .325 

3. 3-l . Civil Supplies 8. 1(>.68.9 1.000 8. 16.82.80.41 7 13.X9..l l7 

-l. 38. Roads and Bridges :un.23 ,39.ooo 3.42. 73.23 . 1-l l) 39.-l9.8-l. l-l9 

5. 40. Relief on account 
of Natural 
Calamities 1.20.56.83.000 1.2-l.82.59.3(13 -l.25. 7(i.3<> I 

(>. -l l. Pensions and Other 
Retirement 
Benefits 7.50.0 1.26.000 7.92.77.67.268 42.76.41 ,268 

7. 45. Compensation and 
Assignments 67.63,81.000 73.52,99.077 5.89. 18.077 

8. 56. Capital Outlay on I 
Roads and Bridges 1.54.01.29.000 1.60.83.5 1.632 6.82.22.612 

----·------------------ ------·---------------- ----------·-------·-
Total 25.04.45,69,000 26.16.79.84.()74 1. 12.34. 15.074 

" • . I 
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(I) (2) (3) (4) (5) 

Charged a1>1>rouriations-

I. 7. State Lcgisla1ure 18. 76,000 ] I .5X,-1.16 ] . i'i ],-1.Ui 

2. I I. District Administration ]0,01.000 ]./, ]8. f ./O ./.16././0 

1. 15. Police ]3,././, 000 ]5.55. 7.J3 ] . /I . 7.J3 

-l . I (" Fire Services I 0. 5 9, 000 11 . .J 7, 6.J5 XX.6.J5 .. .. 

5. 18. Medical 2. 13.000 2. 30 . ./22 17../,]] 

(1. 19. Public Hea lth X7,000 97. 90./ I 0. YU./ 

t 7. 15. Irrigation 2,000 3.1X. 905 3. 16. Y05 

8 . l(>. Public Works-Buildings l<J,01.000 19.73.196 72.196 

9. 37. Public Works -
Establishment and Tools 
and Plant 1,000 1.916 916 

JO. -l2. Mi see I lancous 13.73,000 15.7./.427 2. 0 I . ./] 7 

11. 41 . Stationery and Printing 9.50,000 9.76. 066 ]fi, ()6(, 

----------·------ ---------------- _,,, ___________ 

Total 1, 18.08.000 1.34.72.810 16.(J.J.8 IO 

---------------- ---------------- -------------

Grand Total 1.12.50. 79.88-l 

2124-32 
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APPENDIX IV 
(Reference : paragraph 2.2.4; page 36) 

STATEMENT SHOWING CASES WHERE EXPENDITURE FELL SHORT BY 
MORE THAN Rs. I CRORE EACH AND ALSO BY 10 per cent 

:-Ocrial 

nu1nht•r· 

I. 

2 2. 

]. 

4. 4 . 

OR MORE OF THE TOTAL PROVISION 

'.\'umhl'r and till<' 

11flh1• grant/ 

approp1iation 

2 

I •and Rcwnue fkpartm.:nt 

State E:-.c isc lkpartmcnl 

~fotor Vehicles Act'· 

:\ dm1nistration 

General Saks Tax and 

Other Taxes and Dutie.' -

i\dmi11iMratio11. 

1\11un1nt 

i11 l:1·on·s) 

{pc rnnl:tl!•' 

of provision) 

J 

I l ? 

~lain n·a~ons for sa\1inJ? 

Saving occurred umkr {a) " lluilding.' - l • 111d Re,·cnue"(lb .1!< lC 

( 10) lalhs): (h) "lmpkmen1a1i1m ofTanu l Nadu l ·rhan I .1nd (C:cthnt: 

and Re!.\ulation) .-\cl. 197(>" m, '.\7.0'.1 lakhs): (•) " l>1s1r1<'I 

Charges" ( Rs .1(1.25 lakhs): and (d) "Suh-l>in,j,inal 

l·'.stahlislunent" ( l!s 25 4) lakhs). 

1.34 

( 12) 

2.49 

( 18) 

20.?I 

(26) 

Saving under (b) and (c) \\as du,· tn r,-s1ric1cd C\pcnditurc and 

11on-requirc1u,·n1 of J11n1k under (d) \\ ;L' due to non-litling llJ' o f 

l'Cltain post' am! specific rca"ln' for lhc '<l\in~ under ta) h:ul nnl 

b~en comnumr.:ated (Octohcr 19')(1 ). 

S:ivtng occurred under (a) " I lcadqua11cr' Estahhshmcn1-

Conu11iss1011e1 ut' Prohibition and E.\ cise Depa11mcn1" (l!,.7(1.90 

lalhs) and (h) "DisLri.:1 Estahlrshment - Revenue Es1ablish111cn1 " 

( Rs.6 1.17 lakhs). 

Saving under (a) '"I.' mainly due 10 11011-sam:tion of llr<k~ 

within the Financial Y car. Sp.:cifo: reasons for saving under (h) 

had no t hcen c•imrnunicat.·d (Octoher 1 ?•>6). 

Saving mainly occurred under (a) "Regiona l Tr:1nspo11 ,\uthnri t ~ · 

- /vlnllrssil" ( Rs. IO 1.82 lakhs): (h) "Creation of Computerised 

da1:1h;rs~ nf \'d1icks registration and driving licen,cs" (Rs ·B 41 

lalh,). (c) "Paym.:nl ot' cash rdicf to traJfo: a.:.-idenl vrctm1'" 

( R, .D 2.1 lakh<): (d ) " lnspe<:tron and ll:rrng >4t1ad" (R,.24 .. l'.I 

lakh<l anct (c) "Regional Trnnsport .\1.:hority - MadnL< Ci1y" 

(Rs.2 1.1 .5 lakh~). 

Sa ving under (h) was due to tender' not b"mg lin:iliscd hclbr,· 

the ~nd ol' the linan.:ial war. Specili.: re;l.\011s for saving under 

(a).(c).(d) and (e) had no t hccn C•>lllllHllli<:ated (Octoher 19'>6). 

Sa\'ing occurred under (a) "CircJ..: 1-:.,tablishment" (Rs.100.71 

lakhs) and (bl "Di~1rict Estahtishm.:nt" (Rs.1930.5:1 lakhs) 

Savmg under (a) and (h) w:1.~ due tu non-filling up of .:cr1am 

post'. 

I 
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49 .. 11 

(.'.>!!) 

15.5 1 

(25) 

2.02 

( 15) 

11!.22 

( 11 ) 
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Saving mainly o ..:..:urr,·d und.:r (a) "l'l.:dion to l'and1ay:i1s·· 

(R, .2 184. l !( lal..hs). S)h!lOilic r.:asons for v.hid 1 had nol he.:n 

c11111mu11icated (OlOloh.:r I 9W1). Further. ncl ""·ing (Rs.JI 7'J.5.J 

lakhs) a lso oe.:um:d 11nd"r (h) "Sd1c·me of ISSllc' or 1'hoh1 

lclenlit ~' Cards lo Ek .:tors" and \'-') "Sd11:m• or i""'u.: or Ph1>ll• 

ldcnlitv Cards hi Vo1crs". the 'Pe~ili• rca>on' for which \\Cr.: 

also not C•lmmun1.::llcd (Octoh.:1 I \19l• ). 

Th"'· ' a\"ing \\W .. ,,Jl._sd hv ~.,1..'l!s~ (hy r..:.,prr, ,pnalfon) umkr 

"Ek..:tions h> l.ol.. Sahha and l.cg1, lati\.: \ sscn1hh \\hen h.:ld 

' irm1llaneously" (Rs.449. '.HJ lakhs) main!~ du.: lo p:ovm.:111 nl 

s:1lari.:s lo . \dditional kmpora~ s lall" sauclioucd. purdias.: o1f 

Ek.:lirn1 malcrials. etc .. for the ensuing Genera l d .:clion' to l ,, i,. 
Sahha and T amil Nadu l .ci;islativ.: A'<semhl~ . 

Saving 111a111ly m:currcJ unJ.:r (a) " l 'p~adalion 111 l Im""' ,,, 
Rurnl ,\di Dr:t\"iclars" (H, . l 50 1. 10 lal.hs) aml (h) "'!'-dit·m.: for 

acquisition ,,,. 1101"'' 'it.:s for Rural l'oor" (R' . I 00 1:11.h,). 

Specific- reasons li>r th,· saving under (a) and (b) had 1101 hccn 

1:0111municatcd. (October I ')96 ). 

·n,.., sa ving was mainly oll~sct hy the cx.:ess under "T;1111il ~aJu 

Rurnl (lousing Scheme" (Jb •. C• 7.0J lakhs) due to i ncreas~ in 

S1;11c < ilw.:nunent's grantlsuhsidy at Rs. 1600 per 111111 for l l<.200 

unit' under Rural I lousing Sch~me. 

Saving mainly o.:currcd unJer "l·.<tahlishmcnl Ch,11 !,'."-' 

Lranst;,rred from \ lajor llead ·2059. l'uhli.- Wnri..s· on prco. r111<; 

hasis" (Rs. I \19.4:1 lakhs ) >(J.:eiti.: rea.<ons tl.rr \\·hid1 had nol hc.:11 

communicated (< k 1<1h.:r 1996 ). 

Other items of saving and th.: .:ountcrbalancing items of e\c,o;;.' 

arc deta iled in lhc appropr iat ion a.:counl!;. 

Saving occurred under (a ) "Lumpsum Provision for l lnforc-sc:en 

Expcnd11urc" (Rs. I 000 laklt, ) ; (bl " lnw stor's lncenliw Sd1cr11c" 

(Rs .5 1 K 'J5 lakhs) am! (c) "Ag.:nt's lncenti\"e Scheme"' 

(Rs.475.70 lakhs). Saving under la ) was due to surre11dcr .11 

lumpsum provisilln and spe•·itic reasons for saving under (h) amJ 

(c) had not ~en communicated (Octoh.:r 1996). 

T he saving wa.< o tl: sct hv execs.• under "Tamil Nadu 

< iovemm~nt s..,n ·ants' Famil~' Security Fund Schemc-Ex-gratia 

paymenl to the famil~· of the l>ec.:a.<cd ( iov.:mmcnl Emplov.:c, '" 

(Rs. 173.24 lakhs ) specific rc,t<ons for which had 111ll heen 

communicated (October 1996). 

Olhcr items of saving and the countcrbalancmg ih:rn.' of .:xc.:s.' 

arc dctaih:d in th.: appropri;11 ion a.:counts. 
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4 

Saving oceum :d tmtkr (a ) "T amil !\ach t Film l' roclucl i1lll and 

Film and TdcYision Institu te" (Rs. I :l7.6 I lakhs): 

(h) "Integrated Field Puh licitv Scheme" ( Rs. 134. I ~ lakhs) am! 

(.:) " ln,~cntivc Scheme for prnmoting low hudgot T amil Film or 
High (.)ual i t ~· with :1 socia l content" (Rs. I 05 .20 lakhs). Saving 

und.:r (a) wa~ du~ l o opening ,,f two suh·h~ad~ of ai.:4;,)ltrll!". 

under (c) was du,· lo non-uti lisation or suhsidy granted to lcm 

hudgct films o f" high quality: and specific reasons li>r the saving 

u nder (h) had not hccn .:ommunicakd (October 199(, ). 

The sa\·iug was nll~sd by excess under (cl) " Films and Tckvis10n 

Institute ol"Tamil Naclu" (Rs. 104.57 lakhs) and (c) "Tamil Nadu 

Films Division" ( Rs.55.39 lak hs). Excess under (d) and (c) was 

du\! tn c1pcni11g ol' l\\'O sub-heads of' accounts. 

Othi.:r ikms t1 f !'\a\'ing and thl! counh.::rhalam;ing. ill.!m!" ol' ~.\l!\!...,:-. 

arc detailed in the appr11pnalio11 a<.:counts. 

59.17 

(2 1) 

Saving 11 <.:c tuTcd mainly tllllkr (a) ";\ci:dcrakd Rural Wah'r 

Supplv l'rogramn1e ( R~.2')9(1 lakhsl: (h) "( irants to ~ladn" 

:O.ktropolitan Water Suppl~ and Sewerage lloard lor :--:e" 

Vccranam Pro ject (Rs. l 84 0 lakhs): and (c) "Comprchcnsi,·e 

l'ipcd Water Supplv Scheme in excess Fluoride cilli:ckd ;11·eas" 

(Rs. I I 92.78 lakhs). Sa ving under (a) was due to release o r the 

Central Uovemment 's share d irectly to Tamil Nadu Water 

Supplv and Drainage Board: under (h) was due lo lc,scr 

utilisatinn or grants hy the l\fadras tvktropolitan Water Suppl~· 

and Sewerage Board fo r New Vccranam Project; and specilic 

reason..; for the Si:l\'i n g under (\:) had not h~\.!n 1:0111m\1t1l l'ah.·d 

\ C k tobcr I 'JW>1. 

29.44 

<>thcr i1~ms ,lf s:tving and 1h..: ~l>lmtcrba lam.:ing il ..;ms of ~x~l!:-.:-: 

arc detaikd in th" appropriatio n a ccount.' . 

Saving oc~urred mainly u nder (a) "Compensatio n grant in lieu or 

(52) surcharge on Sales Tax lo all other Corporations (except l\ !adras 

Corporation)" (Rs. I 000 lakhs): (h) "Compensation grant in l1c11 

of surcharge on Sales Tax lo Town l'and1ayal' (Rs. I ()00 lakhs): 

(c) "CompC11"tt ion grant in lieu nr surcharge Oil Sa le' Tax l<l 

Madras Corporat ion ( Rs .500 lakhs): (d) "A,·commodation and 

refreshment charges in connect ion with the Sev..,nth South .•\sian 

Federation (;am~ (Rs.45lU4 lakhs ). 

Saving under (b) was due to iss ue o f Govcnunent sanction for 

Rs. 5 crores only a gainst the provision of Rs. I 0 crores and due 

to initiating action for distribution o r grants only in April 19911 

by the Commissioner or Town l'and1ayats. Specifi c rcascms liir 

the saving t~nder (a), (c) and (d ) had not hccn comrmmicaled 

(October 1996 ). 

Other items of saving and th~ countcrh alancing items o r c.~ccss 

arc detai led in the appropriation account'. 

:'~ 
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3 

I . I I 

(27) 

02) 

5 1.6(, 
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Sa\'ing •Krnrrcd ma in!~ under (a)"Fonnation of rnaLb lo Sugar 

Fadory area,·· ( Rs. 172.2 1 lakhs) due to nnn-e1111·nstrnent •>f 

\\'l>rk' a11J umkr (h )"co11stn.11:ti1ln or oflice huildi11g liir -\,-sist:.nt 

Directo r of Agricultnr.: under Tamil Nadu .-\gricultur:il 

lkvd oprncnt Projeci' ( lls. 146.29 lakhs) specilic rcaso11s li>r 

which had not hccn L'Ornm1111i <.:a tcd (Octohcr I ')96 ). 

C>thcr ik ms of saving and Chi.! i.:ounh.· rhal:rn~ing it.:ms or ~ >.:~~:-..:-. 

arc detaikd in the appropriation accounts. 

Saving occurred rnain l~ under (a)"Shar" C;ipital .'\ssist;111c,· " ' 

T IOCO tl1r Investment 111 .l<1yankondan1 I .ignite Power 

Corporation (Rs.500 1:11-.hs) due to non-approval of the propps;,i, 

submitted hv Tll>CO in July 1995. hy the (iow mment t ill th.: 

,·nd of the fin:mcial vear and under (h) "1\s.,istance towards the 

share capital for Co-operative Sugar Mills" ( Rs. I I 04. 50 lal,.hs) 

sp,,c ili.: reasons for whid1 had not heen communicated (0.:toher 

1996). 

Saving occurred under {a) 'I ,umpsum pro\'ision for 

(.17 ) Modcmi" 1tion :ind Rehabilitation works - Sd1c111cs for stage II 

(Rs.399 1.22 lakhs): there was a lso a net '"'·ing (Rs. I ')X S. I X 

lakhs) between (h) 'lmprovemenl to Vccranam lal,.c for wakr 

suppl~·· (Capital •>Utlav m<1jor head for tvlai•>r and Medium 

irrigation). and ( c) lmpronm11.!11t tn Vc~ranam lakl.! frJr \\ah:r 

' upply' (Capital outla v major head for \\ala supply and 

sanitation). Saving under (a) wa' due to redistribution of the 

provision under various schemes in the different water rcsoim:es 

consolidated projed schemes. Saving under {h) and (<:) was 

pa11ly (Rs. I 14.4 1 lakhs) due to recla.,sili<:ation ol" expenditure 

under (c ) and specific rcasor1' for the halanL·c savmg had nol 

been communicated (October 1996 ). 

T he saving was oll~sc t hy the excess under "'; ldd - Estahfo,hment 

d1arges transforrcd from Major I kad '2059. Public Works' on 

fJrc>-rn ra hasis" - (Rs. 553 .99 lakhs ) due to adjustment of 

establishment charges for wh id1 no provi., ion '"" made during 

the year. 

Other items or saving and the .:ount.:rba lancing items of '-'Xcess 

are detailed in the appropriation accounts. 
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Saving occum:d 111amly uml.:r < .1) l ~~ml l~c,·~11uc' 1 lh.u44.(10 

lakhs): (b) ' Huilding,' - contrulkd hy Chid' Eng1nc.:r. Building.<' 

(Rs.5R5.0~ lakhs). (c) ·11uildrng.< (Rs 4!M.50 lakh,) (Capital 

outlay major h.:aJ for 1\lcdical and l'uhli,· i kalth. and 

(d) ·Building.,· (Rs.369. 14 lakJt<) (Capitaly 1>11llay ma,1or head 

for Educalion, Sports. Art and l'ultur.:) 

Saving under (a) was due lo rMn-~.:ltkm.:nt uf' ag.:ncy liir 

con~1mct1on of n.:w Coll..cwratc Jlu ildrngJ>. al f. ladr:t.< and under 

(h) saving W<L< mainly due to non-r.:c·.:ipt of admirmlrattw 

sanction and rcvis"d s;rnction am! inch"ion of provision und.:r 

this I lead though the work.< \vcr c 10 b-.: ~ol cxccukd by th,· 

District Collectors conccmcd a111I under \c) saving was due 111 

non-rcc.:ipt of steam laundry c11uipmcnt toward< lh.: 0011.,1n1dion 

of steam laundry in Uowmmc11t i kad<1uart.:r< ilospitai al 

Kanch.:cpuram and sp.:dfic: r.:a,mt.< for <:l\"ing und.:r (d) had 110! 

b.:cn communic:at.:d (Ocloher l 1)96 ). 

<>th~r 1tcnls l)f .saving,..: and th~ counh:rhal.undng i1i..:1n"' of i..:x'-· .. ·ss 

ar.: d.:tail.:d in the appropriation accounl<. 

Saving occurred mainly under (:r ) ·1\lfon:swtton wnrl.s unckr 

Tamil Nadu Agrkuiturai 0.:v.:lopmcnt Projccl Ph:L'c II' 

(R.,.308.85 lakhs): (h) 'Scheme for Community Wasteland 

D.:vd opmcnt Programme' (Rs.286.04 lakhs). and (c) ·Tig.:r 

R.:scrw Scheme' (Rs.54.45 lakhs). 

Saving under (a) and (h ) was aitributed to non-laking up or the 

work du.: to failu re of North-En.~! MorL,oon and spcc1lic r\::t:'lltls 

for saving under (c) had not been .:ommunicat.:d (O·~loh.:r 1996). 

Other it.:ms of saving ru1d thi: C\Jlln1£rlmlam.:111t: i1.:m.< or .::-.c.:s; 

;m: detailed in the appropriation account,. 

Saving occurred under (a) "l'.,tahlishmcnl o r R.:,carc:h and 

Dcvdopmcnl Centre for pumps and motors in Coimhalor~" 

(Rs.6 1 lakhs)": (h) "Stal.: pa11 icipa1ion 111 the shal'I.' c.1p11:il 

structure of the existing Industrial Co-opcra1ivc Tea 1:1c111ncs 111 

the Nilg iris L>istrict under llill Arca Dcvelopnwll i'n>i;ranunc 

(Other expenditure - Rs.40 lakhs and " lnvc-st.mcnt in h1dus1rial 

Co-operatives" - Rs. IJ.39 lakh.<): and {c) "World Bani.. :\idcd 

Scriculturc Project" ( Rs.32 .29 lak.hs ). Specific rc:L">t" for lhc 

saving und.:r (a) to (c) had 1101 been communicated (Ocloh<:r 

1996) . 

.I 
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(I I ) 
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Sa\'ing oci:urrcd under "Tamil Nadu l'ubli,· Service Comn1issio11" 

(Rs.257.32 lakhs) spccilic rciL~ons for which had not hccn 

communi<:alcd \ Ocloher 199(, ). 

Saving occurred mainly under "Judges ;111d Registrar" (Rs. 11 3..4 I 

lakhs) specifi.: rcas,ms for which had not hccn communicated 

(0 1.:toher 1996 ). 

Saving 1iccurred under "Housc-s ih:s for i\1!i-Drav1dar~" (Rs.4 75.m 

lakhs) ' pccilic reasons for which had not hcen c1>mmu11ic.1tcd 

(< >.:tohcr I 99(, ). 

Saving mainly occum:d under (a)"Ways and Means ,\ dvanccs lrom 

the lkscrw Bank oflndia" (Rs. 10432 1 lakhs): (h) "Owrdrall from 

the Reserve Bank of India" (Rs.40000 lakhs): and (i:)"I A>ans fo r 

Manures and Fertilizers" (Rs. 14!<0 lak.hs). Saving under items (a) 

and (h) was due to hctkr management of rc.'ourc,'!> and spccilk 

re:L,QUS for the saving und.:r (c) had not b.!•>tl conununicatcd 

(0 ,101>.!r 1996 ). 

Other items of saving and the count.'rbalancing items of c.XC•"'-' arc 

detailed in the appropriation account~. 
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APPENDIX V 
(Reference : paragraph 2.2.6~ page 37) 

STATEMENT SHOWING PERSISTENT SAVINGS DURING 
1993-94 TO 1995-96 

1993-9.t 199-t-95 1995-96 

Sc1ial Numbl•r Amount Perl'- ,\mount l' l·rc- ,\mount l'en ·-

numbi'r and N1tllll' (RupN~S ·enlaj!:l' (Rup<·es enh•e•· 

of grant In cron·s) in t"rorl's) in cror~) 

( I) (2) (3) (.t) (S) (6) (7) (II) 

• 

\'ott'd ~··ants-

I. I. 1.1ncl R..:vl!nllc 1.1 4 12 0.55 5 I I? 10 

2 J . Motor t Vd 1idcs :\els -

,\dmimstrnlion O.D 6 .U8 25 2.4? l l< 

(Saving o l'5 per cent occum:d during 1??2-93 also) 

1. 4. G.:ncrnl Sak s 

T<L~ and Olh.:r 

Tax"s and Dulil!s -

,\ dministralion 10.53 ll< 6 . 13 10 20.9 1 2(1 

4. 12. r\dministralion 

of the Tamil 

adu llindu 

Rdigious and 

Charita hie 

Endowments Act. 

195? 0.92 8 0.94 0.71 6 

5. 29. Social 

Wdforc 50.72 12 2:uo 5 49.3 1 9 

(Saving occurrl!d in thl! pr.:cl!ding 3 y.:ars, the perc.:ntagc ofs;1ving ranging from 5 to 9 ) 

6 . 5 I. Tamil Dew-

lopmcnl -
t 

Cultur.: 0 .56 7 1.52 9 1.34 

(Saving of I 5 and I :l per c:ent occurred durmg 199 1-92 and 1992-93 rcspcdivcly) 

7. 52. Capital 

Outlay on 

Agriculture :l.79 36 1.91 14 :u1 27 

(Saving of'77 and 47 per cent occurrl!d during 199 1-?2 and 1992-93 rcspcctivd y) 
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( l ) (2) (3) (4) (5) (6) (7) (8) 

K 54. Capita l 

O utlay on 

Irrigation 2 1.95 16 2'J.5(1 20 5 1.66 J7 

(Saving occurred in the preceding 17 years. the percccnlagc of saving ranging from I 0 h > 45 ) 

'). 55. Capital 

O utlay an 

l'uhlic works -

Buildings 13. 12 22 9.7:1 20.44 24 

(Saving of I I per cent occurred during 1992-93 also) 

Chargt'd 11ppropriations-

10. <J . lkad of 

State. 

M inisteh; and 

I \ I kadquartcrs 

Staff 2.65 30 3.41 39 2.55 28 

(Saving occurred in the preceding 5 years. the percentage of saving ranging from I 0 lo 26) 

11. D . ,\dminis-

trat ion of 

Justice (J • .J/ IJ. if) 9 1.09 I I 

12. 20 . Agriculture 0.05 100 ().()5 100 IJ.fJ2 100 

(Saving of 100 per cent occurred during each of the preceding 5 years) 

13. 30. Welfare of 

the Scheduled 

Trihcs and 

C astes.etc. 2.29 89 1.99 49 .J. 75 94 

(Saving of 73 per cent occurred during 1992-93 also) 

14. 55. Capital 

Outlay on 

Public Works -

Building.' 0.01 16 0.12 35 fJ.29 49 

(Saving of I 00 per cent occurred during each of the preceding 2 years) 

t 
15. Public Debt • 

Repayment 904.83 50 12 76.26 72 /.J460/ 82 

(Saving occurred in the preceding 3 years. the percentage of saving ranging from 15 to 21) 

2/24- 33 



APPENDIX V I 

(Reference paragraph 2.2. 7: page 38) 

STATEMENT SHOWING CASES WHERE SUBSTANTIAL SURRENDERS WERE 
MADE DURING THE YEAR 

Sl'rial ~urnhrr i\a1111· of' the s1·henll' Amount o f Pt·n·•·n-

n u111ht·r ancl ua111r (I l ead of an·o nnl) s urre nder faj!t ' of 

uf i:1·anl ( 1{11p1·1·s Sll l'l'l' lllkl' 

in h1khs) 

2) .i (~ !\) 

I ' 1't1lh.:1...· ~ hldi:nu :-...11in11 ~1 1' l\ ,hc..: I 117-l '.i 'J « l< 

h m:,· (Slal"J 

( 205 5. 11 5 I .\I-. ) 

W i1hdra\\ a l lll rnl\·is11111 hy ' "ap1m1rria1 io)ll Ill ~larch I')') (, ( R, .. IX7.5•) !al.Ii- ) ' " " due 111 lhlll·pllrd1asc .. r cquipnl"lllS ,., .. ,,,·,111c111 •) II 

1111 11-r",·cipl u l ( ;m cn1111,·111 ( )rd a :- aml n o11-li11ah<al11m ,,, prnpn, a 1, for llw p11rd1a'c ( Rs .(187 lakh<) 

2. 

1. 

I ~ l'ofil.\.• 

l'o h .:.: " 1th 50 

per C<' lll a!--.-.i ~tan~'-' 

fro1n < iovi:rnnh:11t 

o f India 

(2 C15 5 I I 5.L\.·\ ) 

l)(,_71 

Thi..· surri •. ·rn.l~r Wa!" J u t: t<> no1H 1..'1,:cipt ' hdah: LI r ir:l.·~1 p1 ot\ :;1111 .. tion tl>r pun.:hasi: ,lf\:qu1pm~nl. 

I 7. l · d11~all ni 1 Non-fo1nn l Fdu,·a1io11 

a nJ 1'111hih11m11 

(2202.04.200.1 J.J K) 

') l ') 15 

The scheme w;" i111pk111c111.:d from I 'J'l.l -') -l \\ilh :1 larg.:l n r engag mg 1.50 lak h volunlecr 111'lrnch >r< anti cnrollul!' 1' 

lakh tl rnp-0111' .ind non -Marter:-. ' l11e J)ire,·1t11 .1r \io11-hm11;il <1 11J .'\du h Edu c;11io11 ( I> .. \ E) suh111illed (.lune 1995) rc1·ised l"" 'I""·" ' ,,, 

( iOV\.'nUH..:'111 \\Ith atldi tion:tl nut lay to r L- vamp lh\! !-...:ht.: lll1,,.. ~,, a~ 10 ohviah! lh i.: , ,()\\ p rogrt.:S!\, Dut..: tu laL:k or 1.mthu~iasm from lhi: \ ol11nh.·..:r' lh1...· 

1a rgc1 cnuld 1101 he a.:l1icw d. w hich r.::-uhed in lhe " " render o r R~.9 . 1 9 crnrc:-. 

4 5.1 C apita l 

Ou1la1 011 

l:idu slrial 

I )cvclopmcnl 

Share C a p1t:1l ,.\.,s1 ~la11<:c 

lo TIJ)(.'O lnr 11l\·,·stmcn1 

111 Jayankondam I ignite 

1'0wcr Corpnralion 

( 480 1.02. 190 .1 1.Jt\) 

50().00 100 

l' roposals 01'Tan11 I Nadu lmlu >trial lkwlo pmcnl C 01i>o ral i1111 su hm iHetl lo Ci1ll'en1111e11l in July 199 .~ \Ver,· 11111 apr1-.n cd 

hy th~ (;11vcn1111c111lill1hc l'lltl oflhe lina11cia l ~·car resu lling in the sLUTendcr in ~lard1 19')(,_ 

11 
• I 
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( I) (2) (J) (.$) (S) 

5. ~> .( 'apital \larl..~t lkw lorm.0111 )I)()() 100 

(lutla~· 011 \.~~ 1s1am:.: -Shari: l'.apita l 

l11du<trial . \~siswrn:~ 

I Jc,,·lop111,·111 (4X5 I J(J.l \"I l 'l') 

( itl\ ... ·111111.:nl sa1h.:1 i1m lllr irll't11Ting .. ·,p...:ndilur\•. the.: i:1ll1 r""· (lfll\"ISHm \\as ~ 111 r...:nd1..-r~d in ~ h1n.·h I 1'1J<1 . 

" ~5 .Cari t al lluilding' - l'nntrolkJ <•<•0.21 'JJ 

c >utla\ 011 hY Chief I· ni,:111.,er. 

l'uhlrc \Vnrl.:s llu1ld1ng' 

-lluilding< {~202.0 1 202.1 1..1.\) 

lal..h; ) and Direch>r of T"d111ical hh1cat i1m (ii, 20 I 1:11..h;). S111TcnJcr ""' ntainlY du,· h• the lolltm ing rc.1'4lll» 

.1prnwa l Of his J'l"llpt>S:ll (.fa11uary I 'J')5) ll\' { r0\'-'n1111Cll( f~lr meeting lhe incrcas,;d shaf-' O f 75 f'I'/" <:<'Ill frlllll ~() / >l"/" c"CTI/ Of C"l>'t nJ , nn, tnt l"llt>n 

l'N' itsd l: the dqi:u1111,·nt did n11t tal..c up the \\11rl.. till l'NC.-'J7 ;os the S1q1eri.ntcnding Engineer. "I cd111 ical J-:J11c-.11i,J11 Cir.:lc '"" ;111.1111111: th,• 

(ii) llalance surremkr ol' Rs .. 1X4.0X !:11..hs 1111,kr the head \\. I ' 111a1nlY du,· to indu>ion nfpr,wision 11111kr thi, head 

7. C.Cl.l. lt>l"ell- \lt•de1111satio11 or 1969 2 1 

I ani:nus Polu.: ... · Fnn .. ~ 

Capita l (-1070.XOO.I.. \Jl) 

Out la\. 

De, p11c the ~ta~· order; ( l>~ce111her 1994) of I ligh l'uurt of 1-ladras prohibiting ,k111olit1cin or th,· ,._,isling hurlding and 

C\ln, tru.:ti.>n or a mult;-store~·ed comrle~ for h1ius111g the Dir,·,·tor ( iencra I or Police in the 1':11n:rrajar Road. \.\ hidt ""'" li111h~r allinn~d "~ th,· 

11,. l')(,'J.2 1 lal..h' in /\ larch 199(.. 

2/24- 33a 
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APPENDIX VII 

(Reference: paragraph 2.3(a); page 42) 

STATEMENT SHOWING GRANTWISE DETA ILS OF EXPEN DITU RE 
INCURRED ON SCH EMES WHICH CONSTITUTED NEW SERVICE/ 

NE\V INSTRUMENT OF SERVICE 

( Rupees in lakhs) 

Serial Grant/ Hc;id of account Budi.:ct Reap pro- Ex pen-
numht.•r A 1111ro- Schcmc/ScrYicc fll"O\'i- fl riat ion ditun· 

pri a- sion 
ti on 

( I ) (2) (3) ( .t) (5) (6) 

I . /)eh! 20.+9.(iO. llll.DY !.3X . ..Ji'i /. 38 . ./8 

('/Jnrges Interest 0 11 Deposi ts 
or Ta1111I Nadu Urban 
Finance l11frastruc111rc 
Development Corpora tion 
Limited (TUFIDCO) 

2. 9 2052.092 .1.AN 7X.>7 
Commission or enquiry 
to probe into 11llcgations 
riled b~ Tmt. r P11dmm·athi 
in the High Court. Madras 

l . 11 2051 .091 .1. AC 0.0 I 23.9.+ 5.1.J(i 

Provision for the purchase 
or Motor \'Chicles in the 
place of condemned , ·chicles 
- D istrict Revenue Admini s-
tration 

.+. 17 2204 . IO.+ . V I. UD I..+ 7.60 I A 7.<iCl I Grants to Sports Dc\'c-
lopmcn t Authority or 
Tamil Nadu 

5. I X 22 ICU> I. I l!U 11. TE -0.75 41.75 
Strengthening or Blood 
Bank Systems 

6 18 255 1.0 1.110. l.AA I :>. 90 1-+J>(> 
Improvements to Hos-
pitals tlnd Di spensaries 
under Hill A rca Dcve-
lopmcnt Programme 

7. 22 2401. 102. 111.SC ')..j . 50 

National Bull Pro-
duction Fa rms 
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(I) (2) (J) (4) (5) (<,) 

8. 22 2-Wl . IO I .II.KA 0.0 I 27.30 27 .3 I 
I mpleme11tat ion of Foot 
and Mouth Disc;.1se free 
Zone in Tamil Nadu by 
National Dairy Devc-
l opm~nt Board 

') . 27 255 l.W .135. 111. SA 1c,.3x 
Assistance to Rural 
E ncrg~· Consen at ion 
Schemes in Hill Arca 
DcYclopmcnt Programme 

Io. 27 160-U')7. I. AA I l.09 
Amount transferred to 

\ 
Urban De\·clopment Fund 

I 
\ I I. l tl 2225.0 I .2!0.11.JC 2l .-l9 I 

Amount placed at the 
disposal of Tamil Nadu 
Adi Dravidar Housing 
and Dc,·clopmclll Cor-
poration for Adi Ora-
, ·idar Housing Scheme 

12. 1.1 221 7.03. 191.Vl. UA 1 .. 35.0tl 1.l5.lltl 
Scheme for Integrated 
Development of Small 
and Medium Town 

11. D 22 17.01.191.111.SA 16.57 16.57 
Scheme for Integrated 
Development of Small 
and Medium Town under 
Cent ral Urban Infra-
stmcturc Support 
Scheme 

1-J. 15 270 I .O..J.800. l. AB .. 1.02 X..J 
Maintenance and repairs 
by Irrigation Department 

15. 35 2702.0 1. 10 I .I.AA 17.37 
Standardisation and 

~ 
I mprovcment to I rriga- , 
tion sources having an 
Ayacut of more than 
I 00 acres 
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(I) (2) (J) <-'> {5) (6) 

1(1 l~ 2702.80.800 I I.JM II 25 25 . 15 
Rapid progra111111c for 
com·crsioll'of Ex-
zamindari tanks 1n10 
dcparlmcntal and Pan-
cha~al Unions lanks 

17. 15 2702.0 I. I 0 I.I I.JD 2.i X 2:1. .J7 
Slandardisation and 
lmpro\'c111cn1 to Imga-
t ion ~ourccs ha\'ing 
an Ayacut of more than 
llHI acres 

18. 35 2701.111 .182.1.AA 2. 00 211.59 
Pcrumpallam Rcservoi r 
System 

19. .JO 2H.5.o 1.102.11.JB 8(1 115 ( 
Grants to Panchayat I 

I 
Union for Water sup-
ply scheme in drought 
affected areas 

.JO 2H5.0 I. I 02 II.JC 12.24 
Grants lo Munici-
palitics for waler 
supply in drought 
affected areas 

2 1. .:i2 2235.60.200. I.AU (1 2 . .JJ 
Supply of rice 10 old 
age pensioners in lhc 
drought affected areas 

22. .J2 22:\ 5 .60. 201l.I. BB I I. IX 
Supply of Dhotics/ 
Sarecs to landless 
Agricullurnl Labour-
crs in drought 
affected areas 

') ~ 
_ ,l .J.J 2551 J,o. 106. I I.JO I <1 .27 

Forestry including 
co111mu111calion u11dcr 
Hill Arca Develop-
mcnl Programme 

24. 46 2220.01.105.1.AJ 55.% l.O.J.57 
Film and Television 
Institute of Tamil Nadu 
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( I) (2) (3) (4) (S) (6) 

25 -Hi 2220.0 1. 105 . I. Al 60 .92 55 .3'J 
Tt1 mi l Nadu Fi lms 
Division 

2() . -Ui 2220.W. I 01 .11.J B 7.99 I 0 X') 

Fabrication or noats 
illld arrangements or 
Cultural pageants on 
the inaugural day of 
the Eighth World 
Tamil Confere nce 

27 5-l _. 70 1.0:U41.I I.PA 0.0 I 5.20 50 5.08.X4 
Di rection a nd 
Administra ti on 

28 . 5 ... _. 70 I. 0 I. 20 1. 11.J A 0.0 I 30.86 30.Ci.> 
Direction a nd 
Administ ration 

2') 5 ... 470 1.0I 207.11. PD 3.tl."' .58 2.l~') 17 
Direction a nd 
Administra tion 

30. :q 47111.0.>.241.ll.PA 59.51 58 .411 
Dir~ct io11 a nd 
Administra tion 

3 I. 5 ... ..i215.0l. IOl II PB 34.09 28 XII 

Di rection a nd 
Ad mi nist r;U ion 

32 54 4701 .t>1.2-l(i. l l. PB 14.51 1 ... . 12 
Di rection and 
Administrat ion 

:n . 5 ... 470 1.01.25(1.ll. PG 11 .99 11.87 
Direction nnd 
Admi nistration 

34 . 54 4 70 l.03.2 19.11.JA 50.00 42.59 
Dam and Appurte-
nant Works 

35. 54 470 1.03. 25 7 .11.JJ 9.00 25 .51 
Water Cou rses 

3(>. 54 470 1.03.257 .11.J I 10.00 20.52 
Distributaries 

37. 54 4 70 I.OJ .260.11.JE 18.70 23 .0 1 
Head Works 
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( I ) (2) (3) (4) (5) (6) 

38. 55 .t551. I I 4.lll.SA o. o I )(1 .0() 

Construction of buildings 
in Panchayat Union Schools 
in the Nilgiris District 

39. 55 .t059.01 .051 .1.AJ 0.0 I 20.57 27. 55 
Public Works 

.to. 55 .t059.0 1.05 1.11.JB 0.0 I 12.23 12.D 
Community Development 
Buildings for Panchayat 
Unions 

.t I. 55 .t2 l ll .03. 102.ll.JA 0.06 15..t.t 11 .:;x 
Buildings 

42. 55 .t059.01 .05 1.11.JG 6 7 . .+o 
Admi nistr<!lion or 
Justice 

.t:l . 55 .t2 I l.1 02 .lll.SD (15 . 3 5 

World Bank Aided India 
Population Project 

.t4. 58 .t551.01 .106.111.SM 25.05 25.:n 
Cultivation or Agave in 
Western Ghats region 

.+5. 58 .t406.0 1.070.11.PA 15.00 33. 79 
Establishment of Southern 
Forest Research Institute 
nt Vandalur under Tamil 

' Nadu Agricultural De\'e-
lopment Project Phase. II 
for extension activities 

46. 58 4406.0 I. I 0 I.I I. PA 31.60 (i.1 .o I 
Rehabilitation and arrores-
talion or shilling cultiva-
lion area in Tribal Village 
under Tamil Nadu Agricultural 
Development Project Phase. I I 

47. 58 -l406.01 . 10 I .II.PB ) 1.35 1.:U5 
Establishment of Modern 
Nursery under Tamil Nadu 
Agricultural Development 
Project Phase. I I 

'.j 

,, -· : ' 



(I} (2) (3) (4) (5) (6) 

48. (ii) 4070.0C>l .1.AA 3. 7 1.00 ' · 7 1.00 
Police Academy. Yeerapura111 
Works exec111ed by Tamil Nadu 
Police Housing Corpora tion 

49. (i() 4551.60.800. 111.SI •n..• 7 
Desilting of Ooty Lake 

50. (iO 421 6.0 I. Jtl7. l.AE I :'i .00 
Assistance to Tamil Nadu Police 
Housing Corporal ion 

51. 60 5452 .0 I . I 0 I. II .JG 0.01 78.X:l 78.84 

Lumpsum pro\'lsion for Cen-
tra lly assisted lourism promo-
lion schemes 

52. 60 4225 .03 .190.11.JA ll.01 42.00 
Backward Classes Economic 

I 
Development Corpora1ion 

53 . 60 5465.0 1. 190.11 .JA 32 .2 1 • 4 .91 
Share Capital Assistance to 
Regional Rural Banks 

54 . (ill 4425. I08.lll.SR i:uo I :l 40 
Assistance towards 1he Share 
Capital of Weaker sections Co-
opcralives 

55. 61 6851. I 03 . Y.ZF 45.75 45 7:'i 
Loans lo Tamil Nadu Handloom 
Weavers' Co-operative Society 
limited for constniction of 63 
showrooms in the Marketing Com-
plex al Egmore. Madras under 
National Co-operative Develop-
ment Corpora tion Assistance -

•. Controlled by the Director of Hand-
looms and Textiles 

56. 6 1 6404.800.V.ZA 45 .50 45.50 
Loans to Co-operative lnsti1u1ions 
and Banks Controlled by Commi-
ssioner of Milk Production 

?J24-34 



( I ) (2) (3) (.') (5) (6) 

57. 6 I (185 1. IO:'-\'l.UB .19.80 :w .80 
Loans for impkmcntmion or 
Project Package Scheme for 
Handloom Wc;wcrs - contro l-

led by the Director of Hand-
looms and Textiles 

58. 6 I 6425. 108.111.SP l(i.80 1<1.80 
Loa ns to Co-opcrati\·e 
Institutions and Banks-
controlled by the Registrar 

of Co-opcrati,·c Societies 

59. 6 1 (12 15. 0 I . 19 1.1. AJ 24A7 
Loans to Local bodies for 
C:'\CCUtion or water Si!ppl~ 

} 
schemes cont rolled by the 

Commissioner of Town Planning 

(iO . (,( 6215.0 1.1 9 1.11.PD llU0.00 I OAO.l lO 
L oans to Madras Metro-
politan Water Suppl) and 

Sc\\cragc Board fo r i111plc-· 
me11tatio11 of New Veeranam 
Project D}strihution Works 
e:-;ccutcd by M etro Water 

<1 I . (>I (12 15.01 . 191 .11.PC 4. ()() . ()() 4.00.1111 
Loans to Madras Metro-
po litan Water Supply and 
Sewcr.1ge Board for implc-

mcntation of New Veernnam 
Project Transmission Works 
executed by Tam il Nadu Water 

Supply and Drainage Boa rd 

62. (1 I 640 I.I I I . I U C CUi i 99.2 1 99.22 
Loans to Tamil Nadu 

Agro Industries Corpora-
tion Limited towards its 

repay ment of loan from 
Indian Bank for the pur-
chase of 30 Bul ldo1.crs 

6~ . (>I (142'.'i . 107. 11.JB 0 .0 I I ll.2X 10.29 
L oans to Co-operative 

Institutions and Banks-
controlled by the Registrar 
of Co-operati\'e S0ciet ies 

-------------
Total 5 1.12.74 
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'A)*EN'DIX vrrl
(Reference: pantftraph 2"3(b); page 42)

S'TATI'MENT SHOWING THE GRANTWISE T}OTAII,S OF SCI{T]]\{ES
ASSISTED BY CENTRAL GOVEITNMENT, AtiTo]\oMoUS BoDI[TS, E:tr,C..
rTERE ONI,Y TOKEN PROVISION WAS &IADE IhI TIIE BLII}Gi]'T ES'TIil,TA'I'ES

(fltu1tcrs in lakhs)

ial
nlle r

Crantl
Apprtr
ltriation

Budgct
provi-
sion

Rcappro-
priatiru

lixpen-
tlitu rt:

(2) (3) (1) (si t(r)

2() 2:i()l l()ti ItI.SW
Spccial Cornpoucnt Plan
l'or Schedulcd Caslcs -
Irrtcgurtcd l)rognrrrrrrrc lor
l)o,clopurcrit ol' Spicr:s

{).(}2 15. I rJ :l {)l

22 2-5-5 l.(;0 t0-5 Itt.TH
Lurnpsuru prul'ision lbr
N*.r, Sclicrncs undcr Flill
Arca Dcvcloplllctll Progrinltltc

() {) I (-) () 0I !ir"ll

2.5 2n-51 l0l vt uc
I tnplcrneni ation ol' Prclccl
Packagc Schenrc for F{itnd-
Iooin Weavcrs

0.r)I 1.71.23

40 22+5 0i.l02.t.AC
Grants to Pancliaraf
Unions,/Panchar ai s for
transpcrtation ol
Water Supply irr drouglrt
aff'ected areas

0.02 4{-.5"5.21 :12.ti..i 9()

-l( ) 22;15.01 l02.l.AB
Granls to Municipalities/
lVlrrrrrcipal ('orponrl ions
for transp0rtation of
t'ater supply in drought
allected arcas

0 0l i.tt{) 1r} 9.+i 9i

,10 2215 02. i0l.t AE
Cash doles lo persons

affected in floods

0.02 I t).96 17 l-1

1

2124-',34a

Head of arc{}l'tnt
SchcnrclSen'ice
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APPENDIX IX

(Reference : paragraph 2,4; page 43)

DETAILS SHOWTI$G TRANTSFERS TO ''8443 - CIV-IL DEPOSITS''

in lakhs)

,-ri lr l

rrial
rurnbcr

Narnc of
Gole rnment
Untlcrtakingl
Crrporaf ion

Balante in
Personal
Deposit Acc-
ount as of
Jl March,
1996 out of
rclcase in
I 995-96

Hcad
of
Aceount
Debited

Amount ear-
marked for
implementa-
tion of pro-
grammes out
of Colurnn 3

Amount
relea-
sed out
of Col-
umn 5
during
last
rvcek of
March
1996

Govern-
ment of
India as-

sistancc
out af Col-
umlr 5 I

't

i) (2) (3) ({) (s) ((r) (7)

\, Sports Dcvs;6p-
nleul Autil0rity

TamilNadu Civil
Supplies

Corporation

Tanril Nadu Water
Supply and
Draiuag,e tsoard

'farnil Nadu tlrban
F'inance antl
i nfraslructure
Dcvelopmeut
Corporation

Corporaticin
cf Clrcnnai

Tamil Nadu Tourisrn
Del"clopmenI
Corporation Ltd"

Tarnil Nadu Co-
operative
Housillg
Fedcration

221-5.01. r02.vI uA

2217.05.t 9 t.II.PA

45.9.s 22tt1,00.104.,,.JL 26.21 26.21

lt6-5().(x) 3-t-56 00. t()3.t.AC 5(nt 00 600 (x)

t'1)9.17 621-s.01 I9I.AB 140.00 t40 00

2

-!

J,,, , r

+.

278.93

665.(X)

278.t)3

665.0()

ItiT t8

I li

66-5.(X)

l0-55.00

20.30

5

6

36(i4.00.200.I.AT

3b0.i.00.2fi1.1.AV

34-52.80.0() II.JI

-i.l-52 80 l9l II.JA

221{t.03 Iu.l Ii.JD

2216.03.104II.JB

22I(r 80.ttr)r!.Il.JF

55_q 0{)

-)00 ()0 5{)() ()i)

7..i0

12 (x)

l5() 0() I _50.00

640.00 (r.10.00

1
I 1.77 88

100.-s-s

E-
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APPENDIX XI

(Reference: paragraph 2.8; Page "{?)

SHORTFALL / EXCESS IN RECOVEI1IES EXCEEDING RS.I CRORE

tRupees in lekl+
Numher
and titlr
of grnnt

Estimatctl
recol'e11

,{mount of
erccss (-l-)/
shonlall (-)

as conrplrt:d
to estimates

llain reasons
for the er-
ccssishortfallnrrurrt ke;lt

utiiirt'd riut of
tH alr during
\ (,ar (l) (2) (r) (1)

2 Adrninislration of
Tantil Nadu Htudu
R.eligious and
Charitablc Endou'-
rnents Act. I959

I 1.89

?6 98

19.62

{. ) (;.85

(-) -i(r r9

(-) ir.8l

(*) l1',)

(-) i 99

(+) 2.{l(l

\llrirrli duc to tttor.'rrd.l-

ilslrncrtt Liudtr Tantil Nudu

Hindu Reltgtous attd
Chariiliblc Endcu tnents FLutil

\{arnlv duc 1o lcss rccoycn
under "llli2 (ll l()9 I.AA
Gcncral"

\{ainl1'duc t0 less recoven'

under the hcads ofaccount
relating lo various Soil
Consen ation Schelnes and
on-fann dcr elopment uorks

\larnlr due to ilrore recorcll
uncler thc ltead of accoLlnl
"2505 1)1 "()1.11 JA jauehar

Velai Vaippu Thittarn"

I,'lainir due to non-ad.Jusl-

menl under thc hcad ol
ilccognt "1215 {il 9(}2 i AD
Deducr - Arnount nrc{

fronr Puratchi Tiralair r

Dr J Jarllalrttra Girl Chrid
Welfare Fr.rnd Account"

l\{ainlr due to rnore recoven
under "2059 80.l{15 1 AD
Work shop Estzrblishuient"

\ ilir

. \ '.1

;1 \{l

:( j lf 
,

',,5 r)o

t (;l

i- Educatton

l{). Agriculture

ll Rural Delelopmenl

19. Social Wcllarc

5. Irrigation

I -:.{6

I ll

-1.68

I +.t

2!24-35
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Capital outia-_v ot1

IndLrslrial
Dcvelopment

Tokcu
provisiorr

of Rs l(,(X)

(+) I 1..19 Mainly due to recovcries
rnade under tlre heads of
accorurt ":ltl60 0-5 I90 { AA
Assistancc forvards t he

Sharc Capital to thc'farnil
Nadu Ncwsprint and F;rpci

_.L_)d' and 4860.05. 190. tl
JA Assistancc toryards lhc
Sharc Caprtal to lhe Taruil
Nadu Nrvsprint and paper
Ltd." '

!:. .l,ti.l-
l: .-t .I .r._-

i,.,'

-.,::'F-i|tii

Capital ouiia-r
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(ii) Yearwise analysis 

(Rupees in lakhs) 

Year Number Amount 
of cases 

1990-91 and 
earlier years 332 90. 18 

1991-92 25 6.99 

1992-93 32 18.08 

1993-94 :n 16.07 

1994-95 17 10.38 - 1995-96 21 2. 35 

* Total 458 144.05 

* In respect of two cases relating to the years 1988-89 and 1995-96, the amount 
involved was not reported by the Directorate of Collegiate Education. 
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APPENDIX XIII 

(Reference: paragraph 3.27 (ii); page 137) 

CASES OF SHORTAGES, ETC.J PENDING FINALISATION 
AS ON 30 JUNE, 1996 

(i) Departmentwise analysis 

Serial Department 
number 

I. Agriculture 

2. Animal Husband!)' and Fisheries 

3. Backward Classes 

-l . Co-operation. Food and Consumer Protection 

5 . Education 

6. Environment and Forests 

7. Finance 

8. Handlooms. Handicrafts. Texti les and Khadi 

9. Health. Indian Medicine and Homoeopathy 
and Family Welfare 

10. Home 

11. Information and Tourism 

12. Labour and Employment 

13. Public 

14. Public Works 

15. Revenue 

16. Rural Development 

17. Transport 

Total 

Number 
of cases 

196 

2 

9 

3 

2 

38 

5 

1.833 

33 

10 

2 

2.20 1 

(Rupees in lakhs) 

Amount 

65.-l-l 

-l. 9> 

(). 0-l 

0.02 

3.71 

5. 11 

5.85 

(). 5-l 

22.51 

0.97 

() . 04 

0 .60 

(). 03 

176.74 

3.05 

6. 12 

0.-l9 

296 19 

' 
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(ii) Yearwise analysis 

* 

(Rupees in lakhs) 

Year . ' Number Amount 
of cases 

1990-91 and 
earlier years 175 63 . 11 

. 1991-92 30 6.52 

1992-93 42 R.56 

1993-94 52 7.45 

1994-95 1.357 55.4 1 

1995-96 545 155.14 . 

* Total 2.201 296. 1 l) 

Does not include the value for damages to immovable properties ( l 9 t items) in 
Saidapet Division, Public Works Department during the year 1995-96 which was 
not furnished. 

2124-37 



Serial Name of the Year of 
number De1rnrtment com men-

cement 

I. AGRICULTURE 
DEPARTMENT 

I. Government Agricul- 1952 
tural Engi neering 
Workshop. Madras 

2. Scheme for Purchase 1954 
and Distribution of 
Chemical Fertilisers. 
Madras 

11. ANIMAL HUSBANDRY AND 
FISHERJES DEPARTMENT 

3. Chan.k Fisheries. 1909 
Tut icorin 

-l. Chank Fisheries. 1978 
Ramanat hapuram 

Total 

2-l8 

AP PEN 
(Reference: para 

SUMMARJSED FINANCIAL POSIT ION 
QUASI-COMMERCIAL 

Period Ca1>- Net Cu mu-
of ace- ital block lath1c 
ounts at of as- De11re-

close sets ciation 

1994-95 D 1. 12 10.72 11 .36 

1980-8 1 4-l5 .95 

1992-93 149.06 3A7 6 .60 

199 1-92 -l3. 76 0.38 0.5(> 

I 
) 
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DIXXIV · 
graph 7 .1; page 207) 

OF THE GOVERNMENT COMMERCIAL/ 
UNDERTAKINGS 

Turn- Net Profit(+)/Net Loss(-) 
over 

31.58 

7.32 

1.37 

12.73 

Before 
charging 
interest 
Oil 

capital 

(-) 37. 19 

(-) 14.26 

(-) 16.89 

(-)8.58 

r · . . 

2/24-37a 

After 
charging 
interest 
on 
capital 

(-l 46.84 

(-) 47.92 

(-) 18.47 

(-) 15.77 

-----------
(-) lt'<J.00 

. -. 

Mean 
ca1>ital 

302.27 

440.96 

140.96 

60.77 

Percentage of return 
on Mean Ca1>ital 

Before 
charging 
interest 
on ca1>ital 

After 
charging 
interest 
on capital 

(Ru1>ees in lakhs) 

Remarks 

\ 
Provisional 

•. 

' 

• 
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.. APPENDIX XV 

GLOSSARY OF ABBREVIATIONS 

ABDO Additional Block Development 
Officer 

AC Asphaltic Concn.:te 

AD&TW Adi Dravidar and Tribal 
Welfare 

A MEMS Accident Managc1111.mt·and 
Emergency Medical Services -

BM Bituminous Macadam 

BUS Pallavan Transport Corporation 

CBR California Bearing Ratio 

CE Chief Engineer 

CE(H) Chief Engineer (Highways) 

CMC Chief Management Committee 

CRS Casualty Receiving Station 

DAD&TW Directorate of Adi Dravidar and 
Tribal Welfare I 

DAH Directorate of Animal 
Husbandry 

I) 
DBM Dense Bituminous Macadam 

DE Divisional Engineer 

DET Directorate of Employment and 
Training 

DGP Director General of Police 

DHT Director of Handlooms ~d 
Textiles 

, 
• 

• 



DIC 

DME 

ORD 

DRDA 

EAS 

EC 

GOI 

GRH 

GTN 

ha 

HAD 

HC 

HFW 

HRW/H&RW 

HT 

IRC 

IRR 

JVVT 

LAND 

MD 

MMDA ' ' 

'' ' 
MOST 

'• 

MSA 

,. 
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District Industries Centre 

Director of Medical Education 

Director of Rural Development 

District Rural Development 
Agency ' · 

Employment Assurance Scheme 

Empowered Committee 

Government of India 

Government Royapettah Hospital 

Govcnunent of Tamil Nadu 

hectan.: 

Hindu Adi Dravidar 

High Court 

Health and Fan1ily Welfare 

Highways and Rural Works 

High tension 

Indian Road Congress 

Inner Ring Road 

Jawahar Vclai Vaippu Thittam 

Land Development 

Managing Director 

Madras Metropolitan 
Development Authority 

Ministry of Surface Transport 

Million standard axle 

.. 
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MT Metric tonnes 

MUDF Municipal Urb~m Development 
Fund 

MW Act Minimum Wages Act 

NGO Non-Governmental Organisation 

NH National Highways 

NHP National Highways Project 

NMR Nominal Muster Roll 

PAO Pay and Accounts Office 

PCC Profile Correction Course 

PMG Project Management Group 

POL Petrol. Oil and Lubricants 

PTC Pallavan Transport Corporation 

PWD Public Works Department 

RAB Running account bill 

ROB Road Over-Bridge/Railway 
Over-Bridge 

RPDS Revamped Public Distribution 
System 

RR Random rubble 

RUB Railway Under-Bridge 1-... 
SB Savings Bank 

SC Scheduled Castes 

SCA Special Central Assistance 

SCP Special Component Plan 

• 



SE 

SG 

SIP 

SSS 

TAHDCO 

T C DW 

T NEB 

TNKVIB 

TNSCC 

T TC 

TNTDFC 

TN UDP 

TRAMP 

TWAD 

YAO 

WBM 

• 
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Semi-dense carpet 

Superintending Engint.:cr 

Sand gravel 

Slum Improvement Programme 

Self Sufficiency Scheme 

Tamil Nadu Adi Dravidar 
Hous ing and Development 
Corporation 

Tamil adu Corporation for 
Development of Women 

F 

Tamil Nadu El~ctric.ity Board 

Tamil Nadu Khadi and Village 
Industries Board 

Tamil Nadu Sta te Construction 
Corporal ton 

Tamil Nadu Textile Corporation 

Tamil Nadu Transport 
Development Finance 
Corporation 

Tami l Nadu Urban Development 
Project 

Transport and Traffic 
Management Programme 

Tamil Nadu Water Supply and 
Drainage Board 

Village Administrative Officer 

World Bank Mission/Water Bound 
Macadam 




