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PREFACE 

This Report has been prepared for submission to the Governor under Article 
151 of the Constitution. 

2. Chapters I and II of this Report respectively contain Audit 
observations on matters arising from examination of Finance Accounts and 
Appropriation Accounts of the State Government for the year ended 3 I March 
2000. 

3. The remaining chapters deal with the findings of performance audit 
and audit of transactions in the various departments including the Public 
Works Department, audit of Stores and Stock, audit of Autonomous Bodies 
and departmentally run commercial undertakings. 

4. The Report containing the observations ansmg out of audit of 
Statutory Corporations, Boards and Government Companies and the Report 
containing such observations on Revenue Receipts are presented separately. 

5. The cases mentioned in the Report are among those which came to 
notice in the course of test-audit of accounts during the year 1999-2000 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 
1999-2000 have also been included wherever necessary. 
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OVERVIEW 

This Report includes two chapters containing Audit observations on Finance 
and Appropriation Accounts of Government of Tamil Nadu for the year 
1999-2000 and five other chapters on seven Audit Reviews and 46 paragraphs 
arising from the audit of financial transactions of Government of Tamil Nadu. 
A synopsis of findings contained in the Audit Reviews and important 
paragraphs is presented in this overview. 

I Review of the State's Finances 

The assets of the State Government grew by only 7.8 per cent during 
1999-2000 while the liabilities grew by 22.7 per cent mainly as a result of 
38.9 per cent growth in the deficit in the Government account. The share of 
revenue receipts went up from 73. 7 per cent of the total receipts of 
Government in 1998-99 to 74 per cent during 1999-2000. While the share of 
recoveries of loans and advances went down from 1. 7 per cent to 1.4 per cent, 
the net receipts from the Public Account increased from 8.2 per cent to I 0.6 
per cent due to increase in deposits and advances. 

The share of revenue expenditure to total expenditure went up from 91.4 per 
cent to 93.9 per cent and remained significantly higher than the share of 
revenue receipts, leading to a higher revenue deficit of Rs 4400 crore during 
1999-2000. Balance from Current Revenues was not only negative as in 
1998-99 but rose to Rs (-) 3226 crore from Rs (-) 1914 crore in 1998-99, 
indicating that Government had to depend only on borrowings to meet its plan 
expenditure. 

Interest payments increased by 110 per cent from Rs 1293 crore in 1995-96 to 
Rs 2711 crore in 1999-2000. The interest ratio which is the ratio of net 
interest burden to revenue receipts less interest receipts shot up from 0.09 to 
0.15 over the five year period. 

Assistance to local bodies, Universities, etc. , declined from 21 per cent m 
• 1998-99 to 20 per cent of the revenue expenditure in 1999-2000. 

The recovery of loans and advances by State Government went down from 
Rs 323 crore in 1998-99 to Rs 314 crore in 1999-2000. 

The ratio between capital outlay and capital receipts declined from 0.60 in 
1996-97 to 0.16 in 1999-2000 indicating a worsening sustainability, as a 
substantial part of the capital receipts were not available for capital formation 
or investment. 

As on 31 March 2000, 49 Government companies, in which Government had 
invested Rs 901.58 crore, were running under loss with accumulated losses of 
Rs 1805.99 crore up to March 1999 (the period for which the accounts were 
rendered). Even the companies which were making profits were giving only a 
marginal return on investment ranging from 1.40 per cent to 3.46 per cent 
during 1995-96 to 1999-2000. Th1;1s, while the Government was raising high 
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cost borrowings (at 11.74 per cent to 14 per cent rate of interest) from the 
market, its investments in Government companies etc., fetched insignificant 
returns. 

Revenue realised from 5 major and 47 medium irrigation projects with a total 
capital outlay of Rs 1801.32 crore was only 0..27 per cent of the capital outlay 
and was not sufficient to cover even the direct working expenses of Rs 76.44 
crore. The schemes suffered a net loss of Rs 146.05 crore in 1998-99 of which 
the loss under 5 major irrigation projects was substantial (Rs 111 .58 crore). 

The revenue deficit of Rs 4400 crore in 1999-2000 was partly met by 
borrowings (Rs 3108 crore). The fi scal deficit of Rs 5382 crore was financed 
by net proceeds of the Public Debt (Rs 3108 crore) and surplus from Public 
Account (Rs 2332 crore). The ratio of Revenue deficit to Fiscal deficit 
increased from 0.45 in 1996-97 to 0.82 in 1999-2000 indicating that a larger 
share of the borrowings was applied to meet the revenue expenditure. 

The amount of outstanding guarantees given by Government as on 31 March 
2000 was Rs 5654 crore. Rupees 2.36 crore were received as guarantee 
commission during 1999-2000, while Rs 4.60 crore was outstanding for 
recovery as on 31 March 2000 from 6 Government companies and 
Cooperative Sugar mills. 

Only a small part of the borrowings (less than 17 per cent) was available for 
investment and other expenditure after meeting repayment obligations. 

Analysis of financial data for the Government of Tamil Nadu showed that 
revenue expenditure was being increasingly financed by borrowings. 
Substantial increase in interest payment consequent to the increased 
borrowings over the years coupled with the falling Balance from Current 
Revenues affected the financial position of the State, aggravating the 
imbalance between Assets and Liabilities and other fiscal indicators changed 
for the worse. 

(Paragraphs 1.1 to 1.11) 

2 Appropriati011 Audit and co11trol over expenditure 

During 1999-2000, expenditure of Rs 28717.41 crore was incurred against the 
total grants and appropriations of Rs 30271.51 crore resulting in a saving of 
Rs 1554.10 crore (5 per cent). The overall saving was the result of saving of 
Rs 1917.09 crore in 52 grants and 53 appropriations offset by excess of 
Rs 362.99 crore in 9 grants and l appropriation. The above excess of 
Rs 362.99 crore requires regularisation by the Legislature under Article 205 of 
the Constitution. 

Supplementary provision of Rs 7199.20 crore obtained during 1999-2000 
constituted 31 per cent of original budget provision of Rs 23072.31 crore. 
Ninety six per cent of funds was provided in Supplementary Estimates in 
March 2000 and 93 per cent was for meeting non-plan expenditure. 
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Supplementary provision of Rs 23.92 crore obtained in March 2000 in 16 
grants and 13 appropriations proved unnecessary in view of the final saving in 
each grant/appropriation being more than the supplementary provision. On 
the other hand, in 5 grants, supplementary provision obtained during the year 
proved insufficient. resulting in uncovered excess expenditure of Rs 362.47 
crore. 

Significant excess was persistent in 2 grants (Grant 35 and 38). Persistept 
savings of 5 per cent and above were noticed in 8 grants and 6 appropriations. 

In respect of 78 schemes, out of the total ·provision of Rs 1343.42 crore, 
Rs 1223.38 crore (91 per cent) were surrendered either due to non
implementation or slow implementation of the schemes. 

In 107 schemes, expenditure of Rs 1529.75 crore incurred during March 2000 
was more than 50 per cent of the total expenditure, revealing rush of 
expenditure during the last month of the financial year. 

In 49 schemes, expenditure of Rs 29.79 crore was incurred which attracted the 
limitations of New Service/New Instrument of Service for which approval of 
Legislature or advance from Contingency Fund should have been obtained. 

(Paragraphs 2.1 to 2.11) 

3 District Primary Educatio11 Programme 

The District Primary Education Programme, a centrally sponsored scheme, 
was implemented in the State through a registered society with a view to 
revitalise primary education · system and achieving the goals of 
universalistltion of primary education. The main objectives of the scheme are 
(i) to reduce d~fferences in enrolment, drop-out and learning achievement 
between gender and social groups to less than 5 per cent; (ii) to reduce 
overall primary drop-out rates for all students to less than I 0 per cent; (iii) to 
raise average achievement levels by at least 25 per cent over measured 
baseline levels by ensuring achievement of basic literacy and numeracy 
competencies and a minimum of 40 per cent achievement levels in other 
competencies by all primary school children: (iv) to provide access to all 
children to primary education. The programme was implemented in four 
districts from 1994-95 and in three more districts.from 1997-98. 

The review revealed that there was no significant impact on enrolment of 
children in the age group of 6-l 1 years: in fact, there was a decline in three 
districts. The drop-out rate in primary classes had not come down to the 
envisaged level. Adequate number of Altemative Schooling Centres were not 
set up resulting in inadequate coverage of non-starters/drop-outs. 

The percentage of children enrolled declined in three districts during 
1995-2000 and the increase in two districts was only between l to 2 per cent. 

xv 



Audit Report (Civil) for the year ended 31 March 2000 

The drop-out rate was higher at 15 to 16 per cent during 1996-99 as against 
the envisaged l 0 per cent. 

In four districts, I 033 Alternative Schooling Centres were opened and covered 
only 11 per cent of the eligible children. 

Fai lure to execute the construction of school buildings through community 
partic ipation resulted in excess expenditure of Rs 7.68 crore. 

Appointment of additional teachers in the absence of increase in enrolment of 
students resulted in extra commitment of Rs 13.63 crore from scheme funds. 

(Paragraph 3.5) 

4 National Family Welfare Programme 

National Family Welfare Programme, which was introduced as a target
oriented programme in 1952, was converted into a target-free but community 
need-based programme from 1995-96 onwards. The main objectives of the 
programme were to bring down the birth and death rates through various 
family welfare measures and to persuade people to adopt small family norms 
by popularising the use of temporary family planning devices and to provide 
medical services to the acceptors of family planning measures. A review of 
the implementation of the programme revealed that the State had achieved 
national demographic goals set for the year 2000 in respect of Ci-ude Birth 
Rate, Crude Death Rate and infant Mortality Rate. The effective Couple 
Protection Rate achieved by March 1999 was far below the national target. 
Specified targets under various maternal and child health activities like 
institutional deliveries, deliveries by trained staff. prophylaxis against 
blindness, immunisation with Tetanus Toxoid to children were not achieved 
during 1995-96 to 1999-2000. The number of sterilisations conducted at 
Primary Health Centres was very small. Vasectomy operations conducted in 
the State were ve1y meagre. Release and , utilisation of funds under 
Reproductive and Child Health Programme through which the maternal and 
child health care activities were co-ordinated was very poor. 

While the national demographic goals to be achieved by the year 2000 were 
Crude Birth Rate of 2 1 per thousand, Crude Death Rate of 9 per thousand and 
Infant Mortality Rate of below 60 per thousand live births, the State achieved 
19.3, 8.0 and 52 respectively at the end of 1999. However, the Infant 
Mortality Rate in Dharmapuri and Salem Districts were very high at 75 and 76 
respectively. 

The effect ive Couple Protection Rate achieved by March 1999 was only 50.2 
per cent, while the target was 60 per cent to be achieved by March 2000. 

Only meagre number of sterili sations were conducted in Primary Health 
Centres in 6 districts as operation theatres were not in use. 
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The short supply of oral pills, Copper T, Vitamin A and Iron and Folic Acid 
tablets worth Rs 2.47 crore by GOI during 1995-98 was not reported to 
Government of India. The entire value of stores was adjusted in State 
Government account without verifying the actual receipt. 

(Paragraph 3.2) 

5 Implementation of e11vironmental Acts and Rules relating to water 
pollution 

Government of India enacted the Water (prevention and control of pollution) 
Act 1974 and Water (prevention and control of pollution) Cess Act 1977 with 
the objective of prevention. control and abatement of water pollution through 
planning comprehensive programmes. An audit of implementation of 
Environmental Acts and Rules relating to water pollution revealed that though 
required in the Act/Rules, the urban local bodies had not provided sewage 
treatment plants for treatment of effluent water before letting into water 
courses; industrial units were functioning in the State without renewing the 
consent from Tamil Nadu Pollution Control Board and no penal/legal action 
under the Act was taken by the Tamil Nadu Pollution Control Board on 
defaulting industries, the quality of water in various water sources in the State 
was below standard. The schemes for prevention, control and abatement of 
water pollution at sources had not fully started in the State. 

Fifty seven to 67 per cent of the water samples analysed by the Chief 
Water Analyst during 1994-99 in 23 districts were found to be below standard. 

One hundred and one out of 108 urban local bodies had not provided 
sewage treatment plants, with the result, the domestic sewage water was 
continued to be let into streams, rivers and other water courses, thus polluting 
the water sources. 

As of March 2000, 2303 industries had not applied to the Board for 
renewal of consent. 

There was shortfall in carrying out inspections of highly polluting 
industries, to the extent of 6 to 92 per cent. 

(Paragraph 3.1) 

6 Urban Employme11t Generation Programme 

Government of India launched Nehru Ro::gar Yojana, Urban Basic Services 
for Poor, Prime Minister's Integrated Urban Poverty Eradication Programme 
and Prime Minister 's Rozgar Yojana during 1989-96 for providing 
employment to urban poor through wage employment/self-employment 
schemes and to provide basic physical and social amenities and creation of 
other needy infrastructure like shelter upgradation. The first 3 schemes were 
merged into a new scheme "Swarna Jayanthi Shahari Rozgar Yojana,, from 
December 1997. Though the urban poverty level, according to the 
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socio-economic survey conducted by the urban local bodies during 1998-99, 
declined to 29 per cent against 39.8 per cent during 1993-94, the same could 
not be attributed to the implementation of Urban Employment Generation 
Programmes, as huge funds relating to old and new schemes were lying 
unutilised at various levels. The pe1:formance under self-employment 
component was very poor and the shelter upgradation component was not 
taken up after 1992-93. 

While Rs 75.15 crore being the unutilised amount relating to the earlier 
3 schemes were transferred to the new scheme, utilisation of funds under the 
new scheme was also poor; Rs 10.78 crore were lying unutilised under Urban 
Self Employment Programme of the new scheme with the implementing 
Directorates and urban local bodies. 

The average number of mandays of employment provided per urban 
family below poverty line during 1998-99 and 1999-2000 worked out to 4 
days only under Urban Wage Employment Programme of the new scheme; 
under Prime Minister's Integrated Urban Poverty Eradication Programme. 
only I, 144 families were benefited under self-employment during April 1995 
to November 1997 out of 1.52 lakh families below poverty line identified in 
41 towns. 

The Scheme of Housing and Shelter Upgradation was not implemented 
by Tamil Nadu Urban Finance and Infrastructure Development Corporation, 
despite release of Rs 2.28 crore resulting in deprival of shelter benefits to 
about 0.57 lakh persons as projected. 

Payment of wages at rates less than the minimum wages prescribed 
under the Minimum Wages Act resulted in under-payment of Rs 83.56 lakh to 
workers ·in 130 urban local bodies during 1998-2000. 

Non-adherence to prescribed wage-material ratio in 1,210 works 
executed by 15 Municipalities and 84 town panchayats resulted in an excess 
expenditure of Rs 3.08 crore on material component. 

(Paragraph 6.1) 

7 Working of Rural Development Department 

The ultimate objective of Rural Development Department is to alleviate 
poverty and improve the standard of living of rural population through self
employment and wage-employment programmes. build rural infrastructure. 
provide and maintain basic amenities and services in the rural areas. This 
was sought to be accomplished by implementing various Central/State 
programmes. A review of the working of the Department revealed that despite 
the declining trend of poverty level in the State, the benefits were not 
distributed evenly; some districts showed increasing trend of rural poverty. 
Budgeta1y procedure followed and control over expenditure in the 
Department was inadequate. Programme implementation suffered due to 
over-charging the scheme funds towards administrative expenditure, diversion 
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of funds, inadequate planning, avoidable expenditure and inadequate 
manpower management. Some important findings are given below: 

Substantial surrenders during 1996-97, 1997-98 and 1999-2000 after obtaining 
supplementary grants in the month of March indicated inaccurate estimation 
of expenditure. Excess expenditure of Rs 40.53 crore during 1998-99 also 
indicates inadequate control over expenditure. 

There was excess charging of Rs 3.28 crore m administrative cost during 
1998-99 against Centrally sponsored schemes. 

Though overall rural poverty declined by 13 per cent during 1991 to 1999 
(from 31.46 lakh families to 27.38 lakh families), in five districts it actually 
increased by 3.5 to 24.4 per cent which indicated that benefits of poverty 
alleviation programmes did not reach the poor evenly throughout the State. 

Inadequate planning and consequent delay in utilisation of central assistance 
released for Central Rural -Sanitation Programme resulted in non-receipt of 
further central assistance of Rs 2.3 7 crore. 

(Paragraph 3.4) 

8 Financial Management in Tamil Nadu Water Supply and Drainage 
Board 

Tamil Nadu Water Supply and Drainage Board executes water supply and 
drainage schemes on behalf of local bodies. Funding is mainly through 
Government grants and loans from Government and financial institutions. A 
review of the financial management of the Board revealed that budgeting 
system is defective; its budget was unrealistic as the estimate for expenditure 
was prepared based on the anticipated receipts from Government without any 
reference to the estimated cost of works and the balance of funds available 
with the Board; funds were drawn far in advance/without requirement and 
thereby the Board earned unintended interest benefit at the cost of local 
bodies; there was large scale diversion of funds and works expenditure was 
inflated to earn rf!venue for the Board. 

The Board had not kept scheme-wise liabilities in respect of deposits 
received for execution of works and showed less liability in the accounts to 
the extent of Rs 5.50 crore. 

The Board drew loan of Rs 48.64 crore far in advance of requirement 
and in excess of requirement resulting in unnecessary financial burden of 
Rs 7.58 crore to Government and to local bodies by way of payment of 
interest. 

The Board had no control over expenditure as funds were released 
based on projections according to progress of work and the expenditure under 
each unit of appropriation had no relation to the receipts and budget 
prov1s1ons. 

XIX 
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The Board pooled all resources and incurred expenditure without any 
relevance to the purpose for which the deposits were received. 

The Board charged 8.5 per cent interest on expenditure in excess of 
deposits received from local bodies but paid only 2.5 per cent interest when 
deposit was in excess of expenditure, resulting in a net interest gain of 
Rs 24.60 crore to the Board at the cost of local bodies. 

(Paragraph 6.2) 

9 Implementation _of 'Prevention of Food Adulteration Act, 1954' 

The Prevention of Food Adulteration Act 1954 is a Central Act implemented 
in the State from June 1955. A review of the records relating to the 
implementation of the Act revealed that out of I 3, 746 local bodies (including 
12,612 village panchayats), the Act was implemented only in 481 local bodies 
and food samples were taken and analysed only in 110 local bodies. Due to 
non-availability of Food Inspectors. no food samples were ca ken and analysed 
in the remaining local bodies. 

Poor performance in lifting of samples by Food Inspectors, and inadequate 
collection of samples for analysis from manufacturers and wholesalers were 
noticed. Adulteration-prone foods such as milk and vegetables and meat 
products were not sampled and analysed. 

Percentage of achievement against the quota fixed for lifting and 
analysing samples declined from 34 in 1995-96 to 12 in 1999-2000. 

Samples of branded items of the same type continued to be lifted and 
analysed even though the percentage of adulteration in those items was very 
low. 

Licence fees from vendors and fees for analysis of private samples 
fixed as early as in 1961 were not revised and proposals submitted in this 
regard were pending with Government. 

(Paragraph 3.3) 

10 Members of Parliament Local Area Development Scheme 

Members of Parliament Local Area Development Scheme was implemented in 
the State from 1993-94. Under the scheme, each Member of Parliament has 
the choice of suggesting to the District Collector works to the tune of 
Rs I crore per year (Rs 2 crore from 1998-99) to be taken up in his/her 
constituency. 

Review of connected records relating to the implementation of the scheme in 
23 constituencies during 1997-2000 revealed that some sanctioned works had 
not been taken up due to delay in selection of sites and contractors, resulting 
in huge unutilised funds. Some works not eligible to be covered under the 
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scheme had been executed. Utilisation Certificates were not submitted by 
implementing agencies for completed works. 

The unutilised closing balance was heavy due to belated receipt of 
funds from Government of India and not taking up of works sanctioned due to 
delay in finalisation of sites and contractors. 

Contrary to the guidelines of Government of India, Rs 7 .25 crore of the 
scheme funds were kept in Post office Savings Bank account. Rupees 11.92 
crore of scheme funds were deposited by 75 implementing agencies in non
interest bearing Local Fund accounts of Town Panchayats, current accounts in 
Banks and Government Public Account under Civil deposits and consequently 
no interest was earned on these deposits. 

Utilisation Certificates for Rs 45.32 crore were not furnished by the 
implementing agencies for 1956 works taken up and completed. 

(Paragraph 6.30) 

I I Blocking of funds 

(i) Failure of the Tamil Nadu Housing Board to assess the demand for the 
houses before commencement of construction and wrong selection of sites 
resulted in non-allotment of 1206 out of 2120 houses constructed under 
"Small and Medium Town Scheme" and in blocking of Board 's funds to the 
tune ofRs 17.01 crore. 

(Paragraph 6.9) 

(ii) Lack of monitoring the implementation of Tamil Nadu Rural Housing 
Scheme by the Registrar of Cooperative Societies (Housing) resulted in 
blocking of Government subsidy to the tune of Rs 15.29 crore with Tamil 
Nadu Cooperative Housing Federation for periods ranging from 2 to 8 years 
besides non-completion of housing schemes taken up since 1990-91. 

(Paragraph 3.18) 

12 Non-achievement of objectives 

(i) Defective formulation of the scheme for the grant of kerosene/diesel 
subsidy to registered traditional fishermen without considering its 
practicability resulted in the non-implementation of the scheme and non
achievement of the envisaged objective besides blocking of Rs 3 crore for 
over 16 months. 

(Paragraph 3.10) 

(ii) The envisaged objective of supplying 26.6 lakh litres of water per day, 
under the "Water supply improvement scheme" to Colachel Municipality 
could not be achieved even after construction of two additional service 
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reservoirs and laying of additional distribution system at a cost of Rs l.74 
crore, due to the failure of Colachel Municipality to re-appraise the water 
supply position and unchecked sand quarrying. 

(Paragraph 6.22) 

(iii) Failure of the Divisional Engineer, Tamil Nadu Agricultural 
Development Project, Madurai in acquiring a small piece of land before 
starting the construction of the approach road to the bridge constructed in lieu 
of the existing causeway to facilitate movement of agricultural products to the 
nearest market centre resulted in non-utilisation of the bridge constructed at a 
cost of Rs 71.65 lakh. 

(Paragraph 4.3) 

(iv) Non-finalisation of correct alignment for a road work connecting six 
villages in Nagapattinam di strict and non-construction of bridges rendered the 
road constructed at a cost of Rs 36.24 lakh unconnected and the objective of 
providing better transport facilities to the market centres was not achieved 
besides blocking of Rs 51.64 lakh on purchase of material. 

(Paragraph 4.1) 

13 Unintended benefit 

Tamil Nadu Housing Board deposited Rs 90 lakh with a pri vate agency for 
providing water suppl y, in order to avai l a World Bank loan, resulting in an 
unintended benefit of Rs 13.50 lakh by way of interest earned by the agency. 

(Paragraph 6.J l) 

14 Avoidable/unfruitful expenditure 

(i) Municipal Corporation of Chennai, failed to execute an agreement in 
advance with traders regarding allotment of shops in the Lily Pond Complex 
before taking up the construction which was completed in July 1992. As a 
result, all the 859 shops constructed at a cost of Rs 7.19 crore remained 
unoccupied, and the loss of revenue foregone by the Corporation was Rs 8.89 
crore. 

(Paragraph 6.25) 

(i i) Flawed decision of Government to have an Armed Reserve Complex 
with 100 quarters at a place far away from Tuticorin resulted in an unfruitful 
expenditure of Rs 3.82 crore incurred on construction of the premises. 

(Paragraph 3.17) 

(iii) Improper se lection of site by Chennai Metropolitan Development 
Authority involving huge extent of wet lands for Land Assembly and 
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Development scheme resulted in acquisition of only 8.59 hectares as of April 
2000, out of the envisaged 69 .64 hectares. Thus, the scheme had not taken off 
even after 9 years since Government approval and the expenditure of Rs 2.04 
crore under the scheme including Rs 1.51 crore on establishment became 
unfruitful. 

(Paragraph 6.8) 

(iv) Injudicious decision of Government in Public Works Department in 
rejecting the lowest tender of a firm recommended by the Chief Engineer and 
subsequent acceptance of a higher tender of another firm which had the same 
persons as major partners resulted in extra financial commitment of 
Rs 1 crore. 

(Paragraph 4.5) 

(v) Chennai Metropolitan Water Supply and Sewerage Board took up two 
works, construction of Mylapore-Nandanam water distribution station and 
laying of transmission main to the station during 1997-99. Even though the 
excavated earth from transmission main work was available, the low-lying 
area of the distribution station site was filled up with borrowed earth resulting 
in an avoidable expenditure of Rs 33.58 lakh. 

(Paragraph 6.17) 

15 Extra expe1tditurelover-payme11t 

(i) Injudicious decision of the Registrar of Cooperative societies m 
ousting the candidates who had passed special qualifying examination 
conducted by Tamil Nadu Public Service Commission resulted in litigation 
and subsequent payment of back wages to the tune of Rs 1.68 crore; 

(Paragraph 3.13) 

(ii) The decision of Chennai Metropolitan Water Supply and Sewerage 
Board to purchase Cast Iron Pipes from firms located outside the State 
resulted in payment of additional freight charges of Rs 65.63 lakh. 

(Paragraph 6.16) 

(iii) Failure of the Director General of Police in obtaining financial 
sanction from Government and in ensuring timely provision of funds resulted 
in extra expenditure of Rs 44.45 lakh towards purchase of arms and 
ammunitions from Ordinance Factory, Ti ruchirappalli. 

(Paragraph 5.1) 
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16 Deferred revenue relating to autonomous body 

Absence of a proper system in the Corporation of Chennai for inspection of 
the advertisements made in the hoardings erected in Railway properties 
resulted in non-levy of Rs 47.22 lakh towards advertisement tax during 
1994-2000. 

(Paragraph 6.26) 

17 Loss 

(i) Tamil Nadu Slum Clearance Board constructed 456 slum tenements at 
a cost of Rs 2. 71 crore and 132 Middle Income Group flats at a cost of Rs 2.21 
crore under Urban Renewal Projects which envisaged the construction of a 
mixture of tenements for weaker sections, Middle Income Group and High 
Income Group in order to compensate the loss incurred on the construction of 
slum tenements. While allotting the slum tenements on hire purchase basis, 
the Board incurred a loss of Rs 3.61 crore. Due to poor demand for Middle 
Income Group Flats on account of high price fixed by the Board, the entire 
loss had to be met from the Board's own funds. 

(Paragraph 6.12) 

(ii) Chennai Metropolitan Water Supply and Sewerage Board deposited 
Rs 9.24 crore with Public Works Department even before the preparation of 
detailed estimates for the work of design and construction of the Intake Tower 
at Chembarambakkam tank, resulting in a loss of Rs 67.13 lakh to the Board 
by way of interest. 

(Paragraph 6.15) 

(iii) Tamil Nadu Urban Finance and Infrastructure Development 
Corporation nominated for the collection of outstanding loans given to 
Municipalities/Township Committees, etc., retained Rs 7.60 crore collected 
from Municipalities, without remitting the same to Government account. The 
unauthorised retention resulted in a loss of Rs 56.68 lakh to Government by 
way of interest. 

(Paragraph 6.13) 

18 Other points of interest 

(i) Government of Tamil Nadu fixed the State Advised Price for 
sugarcane payable by the Cooperative and Public Sector sugar mills to the 
sugarcane growers on non-economic considerations which resulted in the 
sugar mills running into huge losses and the Government had to extend an 
indirect subsidy of Rs 237.68 crore to 19 sugar mills during 1997-2000 for 
payment of dues to the cane growers. 

(Paragraph 3.7) 
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(ii) Failure of the Corporation of Chennai to enumerate comprehensively 
the dealers registered under Tamil Nadu General Sales Tax Act, 1959 and the 
holders of permits for transport vehicles for levying professional tax resulted 
in a loss of revenue of Rs 19. 71 crore during the period 1992-1998. 

(Paragraph 6.24) 

(iii) Two Water Supply schemes in Tirupathur and Maravamangalam, 
which were not economically viable, were sanctioned by the Secretary, Public 
Works Department without the con<mrrence of Finance Department and 
without adequate budget provisions. Expenditure of Rs 8.84 crore was 
incurred on these works. 

(Paragraph 4.4) 

(iv) Tamil Nadu Housing Board fixed the sale price of shops at rates much 
higher than the market rate, resulting in the non-allotment of 39 shops and 
consequent non-realisation of revenue of Rs 7 crore. 

(Paragraph 6.10) 

(v) Chennai Metropolitan Water Supply and Sewerage Board entrusted 
collection of water charges to the Canara Bank at a high cost of collection of 
Rs 2.07 crore for collecting revenue of only Rs 4.17 crore during 1996-2000. 

(Paragraph 6.14) 

(vi) Assessment of the revised property tax, due to the general revision of 
the tax from October 1998, was entrusted to an external agency which was in 
charge of developing application software, capturing of data from the returns 
of the assessees and computation of the revised property tax and printing the 
tax notices. A test-check revealed that the system lacked data security and the 
deficiencies like the erroneous application programme, deficient data base, 
accepting the declaration of the assessee without an independent counter 
check, implementation of the developed application programme without a 
proper acceptance test and non-availability of a provision for validation of the 
final output of the system, led to under-assessment to the tune of Rs 3.18 crore 
for three half-years ending 31 March 2000 in respect of samples test-checked. 

(Paragraph 6.23) 

(vii) Under the Personalised Official Conveyance Scheme, officers were 
given a loan of Rs 2.50 lakh for the purchase of new car for commuting 
between residence and office; only 10 per cent was to be recovered and the 
rest 90 per cent was to be adjusted towards depreciation. Allowing 
depreciation on the car owned by the offi~ L. was not justified. 

(Paragraph 3.15) 

xxv 





2-24-6 

CHAPTER I 
AN OVERVIEW OF THE 
- FINANCES OF THE 
STATE GOVERNMENT 





AN OVERVIEW OF THE FINANCES OF THE STATE 
GOVERNMENT 

1.1 Introduction 

This chapter di scusses the financi ~ I position of the State Government, based 
on the analysis of the info rmation contained in the Finance Accounts. The 
analysis is based on the trends in the receipts and expenditure, the quality of 
expenditure and the financial management of the State Government. In 
addition, the Chapter also contains a section on the analysis of indicators of 
financial performance of the Government, based on certain ratios and indices 
deve loped on the basis of the information contained in the Finance Accounts 
and other informa tion furnished by the State Government. Some of the terms 
used in this chapter are explained in the Appendix I. 

1.2 Financial position of the State 

In the Government accounting system, comprehensive accounting of the fixed 
assets like land and buildings etc., owned by the Government is not done. 
However, the Government accounts do capture the financia l liabilities of the 
Government and the assets created out of the expenditure incurred by the 
Government. Exhibit I gives an abstract of such liabilities and assets as on 
31 March 2000, compared with the corresponding position on 31 March 1999. 
While the liabilities in this statement consist mainly of external and internal 
borrowings, loans and advances from the Government of India, receipts from 
the Public Account and Reserve Funds, the assets compri se mainly the capital 
outlay, loans and advances given by the State Government and the cash 
balances. It would be seen from Exhibit I that while the liabilities grew by 
22.7 per cent, the assets grew by only 7.8 per cent during 1999-2000, mainly 
as a result of a very high (38.9 per cent) increase in deficit. There was overall 
deterioration in the financial condition. 

1.3 Sources and applications of funds 

1.3. l Exhibit III gives the position of sources and applications of funds 
during the current and the preceding year. The main sources of fu nds in.elude 
the revenue receipts of the Government, recoveries of the loans and advances, 
public debt and the receipts in the Public Account. These are applied mainly 
on revenue and capital expenditure and on lending for developmental 
purposes. It would be seen that the revenue receipts constitute the most 
significant source of fund for the State Government, but their relative share 
went up marginally from 73. 7 per cent in 1998-99 to 74 per cent during 
1999-2000. The share of recoveries of loans and advances went down from 
1.7 per cent to 1.4 per cent. As a result, the Government had to meet its 
requirement through increased borrowings (the share of public debt went up 
from 11.2 to 14.1 per cent), receipts from Public Account (their share went up 
from 8.2 per cent to 10.6 per cent, mainly because of increase in deposits and 
advances). 
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1.3.2 The funds were mainly applied for revenue expenditure, whose share 
not only went up from 91.4 per cent to 93.9 per cent, but also remained 
significantly higher than the share of the revenue receipts (74 per cent) in the 
total receipts of the State Government. This led to the revenue deficit. The 
incregise in the revenue expenditure and the consequent revenue deficit was 
attributable partly to the increase in payments of pension and other retirement 
benefits. While the p~rcentage of capital expenditure went down from 6 per 
cent to 2.9 per cent, fonding for development purposes went up from 2.6 per 
cent to 3 per cent. 
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Chapter I - An overview of the finances of the State Government 

EXHIBIT I 
SUMMARISED FINANCIAL POSITION OF THE GOVERNMENT OF 

TAMIL NADU AS ON 31 MARCH 2000 
(Ruoees in crore) 

As on 31.03. I 999 Liabilities As on 31.03.2000 

' 
~ Internal Debt (excluding overdrafts) - 6505.83 

4168.52 Market Loans bearing interest 4768.73 

6.58 Market Loans not bearing interest 14.34 ' 

221.57 Loans from Life Insurance Corporation of India 247.91 

639.23 Loans from other Institutions 1161.14 

.. Ways and Means Advances 3 13.71 

.. Overdrafts from Reserve Bank of India 98 . 13 

~ Loans and Advances from Central Government - 12385.26 

197.63 Pre 1984-85 Loans 146.05 

4234.35 Non-Plan Loans 5142.45 

6300.65 Loans for State Plan Schemes 6981.71 

34.34 Loans for Central Plan Schemes 33.62 

78.69 Loans for Centrally Sponsored Plan Schemes 8 1.43 

12.!lQQt Contingency Fund 150.00 

.llillLH Small Savings. Provident Funds. etc . 4848.74 

2'91.74 Deposits I 3422.05 

J.2..2.!LlQ Reserve Funds 1204.25 

.. Advances .. 

ill....21 Remittance Balances 118.55 

23415.0K 28732.81 

As o n 31.03.1999 Assets As on 31.03.2000 

liQQ..1.Ii Gross Capital Outlay on Fixed Assets - 9248.67 

1560.98 Investments in shares of Companies. 2724.44 
Corporations, etc. 

7042.76 Other Capital Outlay 6524.23 

~ Loans and Advances - 4031.75 

488.46 Loans for Power Projects 413.16 

2835.59 Other Development Loans 3192.04 

370.6 1 Loans to Government servants and 426.55 
Miscellaneous loans 

1MQ Reserve Fund Investments 34.33 

LQ5. Advances 8.3 1 

(-) 172.49 Suspense and Miscellaneous Balances (-) 254.29 

1fi..8.Z Cash- 84.43 

(-) 20.55 Cash in Treasuries and Local Remittances (-)28.82 

(-) 35.40 Deposits with Reserve Bank 107. 18 

1.22 Departmental Cash Balance 2. 12 

5.62 Permanent Advances 5.63 

75 .98 Cash Balance Investments (-)1.68 

~ Deficit on Government Account - 15579.6 1 

3436.57 (i) Revenue Deficit of the current yc.1 r 4400.30 

(-) 4 1.63 (ii) Miscellaneous Deficit (- ) 37.54 

7821.9 1 Accumulated deficit up to 31 March I 999 11216.85 

23415.08 28732.81 
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EXHIBIT II 
ABSTRACT OF RECEIPTS AND DISBURSEMENTS FOR THE YEAR 1999-2000 

(Rupees in crore) 
Receipls I Oisburscmc nls 

19911-99 1999-200( 1998.99 i'ion~ l'l an Plan Tola I 1999-2000 
Section-A: l~en·nue I 

l.:Ufil.1.£ I Re\ cnuc rcn·1p1 ~ 16327.53 I I Rc,cnuc Wi27.83 
' cxpc11d11urc-

%25.JO -Tax fC\Cll UC IO'l l X.93 .2l!12.1l! ~!!.'11£['.il l StQ'.j~~:i llil..fil! .ill..ll 1ill.Jl 
2.LQ.l....l1 Sma.al Ss:n is.;s;:s- !cl.illl.1 illL2ll ™..LlU 

11 56.7() -~01Hax rCVl'OUC I 356.X5 3~53.03 -Education. Sports. 4 137.9 1 2 10.RI 4348.72 
Ari a nd Culture 

1099 7X - lleallh and Family X5X.J2 283. 16 114 1.48 
Welfare 

2408.l/8 -State'~ sh::irc of 2667.00 461.X I -Water Supply. 116 .37 2%.Ql) 4 13.36 
Union Ta-.:c.; S;rn11a11on. I lousing 

and Urhan 
Development 

18.XO -lnforma11un and 15.70 0.90 16.60 
Broadcasting 

162.25 -~tm-Plan gram~ 2 IX 52 4411. 16 -Welfare of 254.84 2 15.37 470.2 1 
Scheduled Caste>. 
Scheduled Tr ibes 
and Other 
Uackwa nl Classes 

394 .27 -Grant< for S tate Plan 5lJX.06 <J I.XX -Lahour and lahour 102.12 2.67 104.79 
Scheme Welfare 

IORl.23 -Social Welfare und 916.0 1 2 17.64 1133 65 
utnt1on 

513.JJ -Grn1m for Central 568.17 45.65 -O thcn; 14.66 0.36 15.02 
aml Ccntr:illy 
sponsored l' lan 
Schemes 

illLl!! (;;~QjU)ll)I~ S~[\ i!i,·!;s- .llilli..:!S l.Qi!lll lli.lll 
145 1.39 -Agr11.:ulturc- a11d 1(>66 .29 344.46 20 10.75 

All ied Act1vi11cs 
56(!.6 I -Rural 133 83 422.92 556.75 

De' cloJlim·nt 
16.62 -Spec ial /\rcas 0 .2X 14.42 14 70 

l-.rog1 ~111111 1cs 

395.49 - lrngation and 300 .37 94.56 394.93 
Flood control 

I.I X - Energy 0 .52 1.83 2.35 
302.52 · Industry aml 109.59 84.92 194.51 

Minerals 
339.00 -Tran, por1 305.35 20 .72 326 .07 

7. 11 -SCICllCt.', 5.59 5.59 
Techno logy and 
Environment 

601.38 -General Economic 792.25 17.9 1 8 10. 16 
Services 

1034 98 ~rnaJ5·1a - auJ arHI 2Z2JiZ ~ ~ 
(QDlC1bu1u.ms-

17697.40 Towl 18386.83 2341.00 20727.RJ 

l:Ll.!ill II Revenue deficit 4400.30 II Kcvcnue Surplus .. 
earned over lo carried over to 
Section 0 Section D 

17697AO Tola I 20727.H3 17697.40 Tola I 20727.83 
Sccl jon-11 : O th<·rs 

1054 .50 Ill Opc11111g Cash 26.87 .. Ill Open mg Overd raft .. 
balance including from Reserve Uank 
Pcmrnncnt J\d\'anccs of India 
and Ca'h Dalance 

_, 
ln\cstmcnt 

.. I\' M1sccllanctu1s .. 1153 .32 IV Capital Outlay- 644.93 
Capital receipt' 

.Ll..l..!1Y ~l~·ll~rnl S~CYi~~s- J() 64 ill..12. 1.5..5..2!! 
ill.ill.! s~)~ ii.1 1 SHvi~~s- 2...2l! ill.il llill. 

72.43 -Educ:11ion. Sr om . 0.42 61.1>8 62 .10 
An and Culture 

66.94 -1 lcalth :ind Family 0 . 12 67.41 67.53 
Welfare 

33.96 -Water Supply. (a) 100.88 100.88 
Sanitation. llousing 
a nd Urban 
Devc lo rmcnt 

7.311 -lnfonnation a nd 2.27 (b) 2.27 
Broadcasting 

38.57 -Welfare o f .. 33.76 33 .76 
Schedu led Castes. 
Scheduled Tribes 
and Other 
Backward Classes 

(a) Rs 40,588 only; (b) Rs 7,318 only 
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EXHIBIT II - (concld.) (Rupees in c rore) 

11/l)X.9'1 1999-2000 19'11!-1}9 Non-olan Plan Total 1999-2000 
Stttllw.:Jl: 01 hers 
(concld) 

2.47 -Social Welfare and .. 1.29 1.29 
Nu1n1ion 

6.25 -01hcrs • 0.09 2.39 2.48 
JW...ll E1:2a~1111k S~l:Yi~s;s- UJ!.l5..fil! .ll!.H.:12 2..lJ!..M. 
163.81 ·Agriculture and (· ) 3.74 109.09 105.35 

Allied Ac1ivi1ics 
0 .21. -Rural (c) 0.50 0.50 

Dcvclvpmcnt 
11 .22 -Special Areas .. 14.42 14.42 

Progrnl'nmcs 
~26 .03 -Irrigation and (d) 361.20 36 1.20 

Flood Control 
-57.55 -Energy H :0:26M 1..: 1 100.00 (·)726.05 
20.37 -1 ndustry and 0 .08 0.98 I.Ob 

Minerals 
440.54 -Transpon (-) 6 .09 461>.20 460.11 

(t.1>5 ·General Economic ( f) 2.07 2.07 
Scrviccs 

1153.32 Total (-) X02.26 1447. 1'1 644 .93 

122 •Jx \I Recovcncs of Loans 314.0X lliU!l \' Loans and 651.17 
and Advances- Ad.anecs 

disbursed-
S04 -From Power 75.30 0.53 -For Po"'cr Projcl'L'\ 

Projects 
X3.29 -From Govcmmcni '13.23 110. IX -To Government 149.25 

Servants Servants 
IX 1.35 -From Othc" 145.55 399.49 -Tn Others 50 1.92 

illU1 VI Revenue deficit 4400.30 

l'ublie debt receipts-
brought down 

UllU2 VI 37 10.53 lli.11 VII Repayment of 602.87 
Public debt· 

(·) 2.24 -Extcntnl debt .. .. ·Ex tcnrnl debt .. 
1046.33 -1 ntcnt:t I dcht other 1287.98 109.55 -Internal dcht other 131.76 

than Ways and than Ways and 
Means Advances and Means Advances 
Ovcrdrafl :ind Overdraft 

.. · Net transactions 41 l.84(g) 
under Ways and 
Means Advances and 
Ovcrdmfl 

1634.30 -Loans and Advances 2010.71 .. - Net transactions .. 
from Central under Ways and 
Government Means Advances 

and O\"Crdr.o n 
409.20 -Repayment of 471.1 1 

Loans and 
Advances to 
Central 
Govcmmrnt 

.. VII Appropriation to .. .. VIII Appropriation to .. 
Co111inge11cy Fund Contingency Fund 

M VIII Amount transferred .. .. IX Expenditure from .. 
to Contingency Fund Contingency Fund 

l.llilJ.1 IX Public Account 19545.(XI HZll.L.ll x Public Account 172 12.78 
receipts- dishurscmcnts-

2422.X•l -Small Savings and 2o90.X5 -Small Savings and 1542.45 
ProviJc111 Funds Provicknt 

132.24 -Reserve Fund." 16X.62 12X5.27 Funds 
J207.X6 -Suspense and 5004.51> 

M isccllancous 
4065.26 -Rcmmancc 4978.97 142.'N -Reserve Funds 181.1 7 
4%2.'12 -Deposits ;111J 1>702.CKJ 41 74.81 -Suspense and 4885.21 

Advances Miscdlam.-ous 
4027.29 -Kcminanccs 5028.'ll) 
4570.'!7 -Deposits and 5574.96 

Advances 
.. x Closmg Ovcrdrnl\ .. 2MZ XI Cash Balance at 84.43 

fmrn Rcscn·c Bank end-
uf India 

(-) 20.55 -Cash 111 Trc<t ..;; uncs (·) 28.X2 
and Local 

I Rcm1tw 11cc~ 

(.) 35.40 · fkposlts with 107. 18 
I Kcscrvc Bank 

6.84 -lk1lannwntal r·ash 7.75 
Balance inclu<l ing 
pcrm;.1ncn1 
Advances 

75.'IX -Cash llalm1cc (-) 1.68 
lnvcstmc:nt 

19847.0-I Tola I 2J596.48 19847.04 Total 23596.48 

(c) Rs( · ) 500 only: (<l) Rs 4,660 only (e) minus expenditure is <luc 10 a<ljus1111enl oi'sharc capital in Tamil Na<lu Electricity Board to arrears of tariff 
comp.:nsatiun due lo the Board (f) Rs 3000 only and (g) Represent~ receipts: Rs 5247.12 crorc and disbursements: Rs 4835.28 crorc. 
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Audit Report (Civil) fo r the year ended 31 March 2000 

EXHIBIT Ill 

SO URCES AND APPLICATIONS OF FUNDS 

(Rupees in crore) 

1998-99 Sources 1999-2000 

14260.83 I. Revenue receipts 16327.53 

322.98 2. Recoveries of Loans and Advances 3 14.08 

2 159.64 3. Increase in Public debt other than overdraft 3009.53 

4. Increase m overdraft 98. 13 

5. Net receipts from Publ ic Account: 

1137.62 Increase in Small Savings and Provident Fund ' 1148.40 
Ii 

39 1.95 Increase in Deposits and Advances 11 27.04 

(-)10.75 Increase in Reserve Funds (-) 12.55 

33.05 Net effect of suspense and Miscellaneous 11 9.35 
tran sactions 

37.97 Net effect of Remittance transactions (-)50.02 

6. Net effect of Contingency Fund transactions .. 
1027.63 7. Decrease in closing cash balance .. 

I 9360.92 Tota l 22081.49 

1998-99 Applications 1999-2000 

17697.40 I. Revenue expenditure 20727.83 

5 10.20 2. Lending for development and other purposes 65 1. 17 

11 53.32 3. Capital expenditure 644.93 

.. 4 . Increase in closing cash balance 57.56 

19360.92 Total 22081.49 

Explanatory Notes for Exhibits I. II and Il l: 

I . The abridged accounts in the foregoing statements have to be read with comments and 
explanations in the Finance Accounts. 

2. Government accounts b.eing mainly on cash basis, the deficit on Government aecount, as 
shown in Exhibit I, indieates the position on cash basis, as opposed to accrual basis in 
commercial accounting. Consequently, items payable or receivable or items like 
depreciation or variation- in stock figures etc., do not fi gure in the accounts. 

3. Suspense and Miscellaneous balances include che.cijues issued but not paid, payments 
made on behalf of the State and other pending settlements etc. 

4. There was a di fference of Rs 9860.301 la kh (net delnoit) between the fi gures reOected in the 
Accounts and that intimated by the Reserve Bank of Ind ra under "Deposrrs with Reserve 
Bank". A net difference of Rs 6.59 la:kh (net credit) had been reconciled1(April 2000). 

5. Figures of imvestments in shares of Companies, Corporations etc., are as per particulars 
furni shed by the companies/departments. Huge difference from previous year's figures is 
mainly due to inclusion of equi ty share capira l of Rs I 045.48 crnre in Tamil Nadu 
Electricity Board not reported in earlier years. 

6. Huge decrease under Capital Outlay during the year is due to adjustment of arrears of 
tariff compensation of Rs 826.05 crore to Tami l Nadu Electricity Board for supply of 
electricity at concessional rates to agriculturists against the share capital in Tami l Nadu 
Electricity Board. 
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Chapter I - An overl'iew of the.fi11a11ce.1· of the State Government 

EX HI BIT IV 
TIME SERI ES DATA ON STATE GOVERNM ENT FI NANCES 

CR upees 111 crorc) 
I '195-'16 1996-97 I 9'!7-9X 199X-99 1999-2000 

l'nrt .4. Ht•cd1n" 

I. l<.·H11111· lkrcinis 105'1'1 (41>) 11 961 (45) IJ5X7 (45) 14261 H:ll 1632X (4 1) 

(il Ta• He' c nuc 715 1 !M!J 79X3 1(17) 86116164) 9625 (67) 109 19167 ) 
Ta'<l'~ on Ac.ru.:ultural lm.:omc: 20 14 3'1 w JR 
·1 i.l\ l'" on Sales. Trade. etc 468'1 5J4 I 560-I 611.l 7024 

S1:111..· F'<l:l ... C '135 11163 1300 1710 1834 
Ta\i:'\ 11 n \l.'htcks JIJ:! 425 470 SIX 578 
S 1a1111h :11\tl R1..·i,.!1 str:111un frts fl l J 5'11 632 (173 Xl8 
L.111d R1..·, cnm .. • :?5 l'J 60 2X 47 

<Jt lh.:r Ta\l':-. 477 530 5X I H4 Iii)() 

( ii ) :>.on Ta\ J{(•\rnur RSX X85 1122 1157 1357 
( iii ) S1nh'1s ~hart' or Union uue~ a nd dutil'~ 1806 2166 272R 2409 2667 

(h) Cn111 1s in :1id from CO\' l ' l',1111Clll or India 784 927 1051 1070 IJ85 
2. :\ li sn•llnncou~ Caoital Ret.:dnl" .. .. 
3. Total ll1•ven111• ancl :\on dchl r :11•ital rocciJJb (1+2) I 05'1'J 11%1 13587 1426 1 l t>J2X 
4. Rec..·oH~ ri e~ or Loans and ,\ than l't.•s 401> 65•1 1217 .m 314 

5. l' u hlir lJ<oht n ,.,·riot< 1~62 (6) 177X (7) 2133( 7) 26/X (M) 3711 t'lJ 
lnh:rnal l)('b l (cxcludinc \V;1vs mu.I Ml.'ans J\dvan ... ·c:o; anJ Owrdr;ofls) 474 471 h'JX 1044 1288 

~ct transac1io11s lllltkr \Vay' and Ml·ans J\dvancc!-. and o, l'rtlraOs .. .. .. . . 4 12 

l o:ini\ :mc.1 Advan\..'l'~ fnu11 Gon·nrnl l.'UI of lndia:i-. 98X 1307 1435 1634 20 11 

I>. T om i Ht•criuts in tht; Con>u li•lnt<·d F und (.l+4+5) 114117 14:t<J8 169.17 17262 20353 
7. C'oulill).!l'OCy Fund n rcl'i l)IS 7 . 5 .. .. 
R. l'ublic Acrount Rccl'ipts 10491 123SX 13()(>2 15791 19545 

9. To1:1l Heed pts of the S tate (6+ 7+8) 22965 26786 30004 33053 39898 

Part /J. £.\'fU!11tlit11reJn i:...hur.\t!IJ1t'lll 

10. l{(•vcmrr E~prnditun• 10911 ('J5) 13065 (9J) 14951 (91) 17698 (94) 20728 (97) 

Plan l'Jl4 2297 213 1 2431 234 1 
'lun 1•1a11 8997 1 076~ 12820 15267 18387 

Gcncrnl Sen 1~cs (inl· lu,finl.! i11tt.."n.:s1 pavmt.:111-;) 340X 40% 4672 5880 7743 
St~1al Sl.'n• 1cc~ 4.13.\ 5121 5614 7 101 7<W4 

l-:.<.:ono1111l· Sl·n ices 2957 .>516 3835 3682 4316 

lira111"'-tn-:11d and 4.'.rnllnhution~ 2 13 332 830 10.\5 1025 
11. C:11ii1al E >Jll'1Hli 1un· 59 1 (5) 920 (7) 1468 (9) 11 53 (6) 645 (3) 

Pia rt 5X7 n1 883 11 99 1447 

Non Plan 4 JJ•) 585 (-) 46 (-) 802' 

Gc:n..:ral Sen ices H 30 55 114 156 

Social Sen il:cs 21'1 2(1~ 247 2211 270 
Economic Scr\'iccs 321) MC! 11 1>6 RI I 219 

12. Di~hursl't11 (1 n l of Loans a nd Ad' ~rnn·s 760 IOXO 507 510 651 
IJ. Tomi (10+ 11 + 12) 12262 15065 16926 1936 1 22024 

14. R1•pu) mcnts of Pu hli r Dehl 2119 ( I ) 33H ( I ) 408 (I ) 519 (2) 603 (2) 

l11tc:mal Dehl (cxdudin\! \Vays and Mca;is Atha1u.·f.!s amt O\t..•n.lrafts) 20 24 6 1 110 132 
'\i1..•t tr.msat..•tmns under Ways mnl Means J\d\ \llll"C' and OvrrJrafl " " .. .. .. 
Ll•an.; anti Ad\ ant.."c~ from Gm·l.'nuncnt of India' ?49 3 14 347 409 47 1 

15. A1•1>ro1iriation 10 Contint!cnrv F und .. .. .. .. .. 
16. Tomi disbursement ou t o f Con>olidated Fund (13+ !4+ 15) 12531 15403 173~4 19R80 22627 
17. Cunting1·nr)' Fund disburscmcnls . 5 .. .. . . 
I H. l' uh lk Accou nt d is h u rsemcnts 10036 I IJ93 12529 14 20 1 172 1J 
19. To111 I disbu rsem ent hy the S la te (16+ 17+1Xl 22567 26801 29863 34081 39840 
Part C Ddidt.< 

20. ReH·nuc Dcfkil ( l- 10) 3 11 1104 1364 3437 4400 
2 1. Fiscal Drfkil (J+-1-13) 1256 2445 2122 4777 5382 
22. Pri m on · Oefiril (2 1- 23) (-) 37 969 .l58 2655 267 1 
Part D. 01/ia data 

23. I ntc rest l'am1en1s (inrluded In revenue cxucndilure)) 1293 1476 1763 2122 27 11 
H. Ar rears of Re,·enue ( l'erccnta~e of Tax a nd no n-lax Hc,•e nue HcceiplS) 2401(30) 347 1 (39) .jJ82(45) 6325(59) 8664(7 1) 

25. Financial A»islance 10 local bodies e lc., 1183 2279 2037 3767 4221 
26. Wavs :rnd l\leans Adnnccs/Overd rafl a'•a ilcd (clavs) 

~':cvs and Means Advances availed (davs) 57(2) .. .. 742(38) 3761(202) 

Ovcrdn~ """11cd (da~s) .. .. .. .. 1486(55) 
27 li•I•· csl o n Wiws a nd !\leans Ad\•a nccs/O\'erdrufl 0.08 .. .. (cV 8 
lll. Gros) State Domest ic Produ ct (GSDI') 78767 9 1914 104683 117044 128646 -2'1 O uts tanding d ebt (~·car end) 10555 11995 13720 15882 IE9!!lJ 
30. Outsl•ndinl! l!Uarnnlc<'S (nar rnd ) 355'1 433<) 4472 615: • 5654 
3 1. ,\luximum a mount e ua ra n t<·cd lwar end) 7 1)5 7~XI X39K 11 550 10223 
32. Nu111hcr of incom olcte Droiecls s 6 21 ~ 7 16 
.U . Capit• I blocked in incumplclc projects s 101 l l(J 215 2 15 • .. 

~ IJ:Utl' i In bracket represent percentages (rounded) lo tota l of each suh· heudrng 
' I nclud es Ways and Means Ad vances from Go" ernment or !ndia; • 11.s 0.32 crore o nly ; 
# minus ligu rr is mainly due lo con,·erslon of equity In Tamil Nud u Elect rici ty lloard lo l a r iff compensatio n; 
(ii! not d eb ited Jo account du ring 19911-9'1; S compiled only fro m 1996-97 onwards 
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Audit Report (Civil) f or 1/1e year ended 31 March 2000 

1.4 Financial operations of the State Government 

1.4.1 Exhibit II gives the detail s o f the rece ipts and d isbursements made by 
the Stale Government. T he revenue expenditure (Rs 20728 crore) during the 
year exceeded the revenue rece ipts (Rs 16328 crore) resu lti ng in a revenue 
de fi cit of Rs 4400 crore. The revenue receipts compri sed tax revenue 
(Rs I 09 19 crore), non-tax revenue (Rs 1357 crore), State's share of Union 
taxes and duti es (Rs 2667 crore) and grants-.in-a id from the Centra l 
Government (Rs 1385 crore) . The main sources of tax revenue were sales tax 
(64 per cent), state excise ( 17 per cent) and stamps and registration fees (8 per 
cent). Non-tax revenue came mainly from interest receipts (26 per cent) and 
economic services (34 per cent). 

1.4.2 The capital receipts compri sed Rs 3 14 crore from recoveries of loans 
and advances and Rs 37 11 crore from public debt. Against this, the 
ex penditure was Rs 645 crore on capital outlay, Rs 651 crore on disbursement 
of loans and advances and Rs 603 crore on repayment of public debt. The 
receipts in the Publ ic Account amounted to Rs 19545 crorc, against which 
disbursements of Rs 172 13 crore were made . The net effect of the transacti ons 
in the Consolidated Fund, Contingency Fund and Public Account was an 
increase in the cash balance from Rs 27 crore at the beginning o f the year to 
Rs 84 crore at the end of the year. 

1.4.3 The fi nancial o perations of the State Government pertain ing to its 
receipts and expendi ture are discussed in the following paragraphs, with 
reference to the information contained in Exhibit II and the time series data for 
the five year peri od from 1995-96 to 1999-2000, presented in Exhibit IV. 

1.5 Revenue receipts 
1.5.1 T he revenue receipts consist mainly of tax and non-tax revenue and 
receipts fro m Government of India (GOI). Their re lati ve shares during 
1999-2000 are shown in Figure I. The revenue receipts had grown at an 
average annua l rate of 14 per cent during 1995-96 to 1999-2000, except 
during 1998-99 during which the growth was only 5 per cent. The receipts 
from GOI by way of grants and State's share of U11ion taxes formed 25 per 
cent of the total reven ue receipts. 

Figure 1 
Revenue Receipt~ for 1999-2000 

(Rupees in crore) 

4051.75 
(25 per cent) 

18.93 

D 11:Revenue · • Non-Tax Revenue • Receipts from GOI 
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Clwp1er I - A 11 overview of the finances of the Stare Covem111enr 

1.5.2 Tax revenue 

This constituteu the major share (67 per cent) of the revenue receipts. Exhibit 
IV shows that the relative contributi on of sales tax has come down from 67 
per cent in 1996-97 to 64 per cent of tax revenue in 1999-2000, while that of 
excise duty, which had gone up considerably from 13 per cent to 18 per cent 
over the period 1995-99, has come down to 17 per cent during 1999-2000. 
The taxes on vehicles which consti tuted 6 p er cent of total tax revenue 
collection during 1995-96 and 1996-97 declined to 5 per cent during 
subsequent years. The perce11tagc of registration fees to total tax revenue 
ranged between 7 to 9 during 1995-96 to 1999-2000. 

1.5.3 Non-tax revenue 

The non- tax revenue constituted 8 per cent of the revenue receipts of the 
Government duri ng 1995-96 to J 999-2000 (except during 1996-97). The 
growth rate registered in 1999-2000 was 17 per cent. 

1.5.4 S tate's share of Union ttL:re.fii and duties and grants-in-aid from tile 
Central Govern ment 

The State's share of Union taxes (excise duties and income and corporation 
taxes) increased by I l per cent during the year, and the grants in aid from the 
Centra l Government also increased significantly by 29 per cent. However, as a 
percentage of revenue receipts, they (both taken together) declined from 28 
per cent in 1997-98 to 25 per cent during 1999-2000. 

1.6 Reven ue expenditure 

1.6. I The revenue expenditure accounted fo r most (97 per cent) of the 
expenditure of the State Government and increased by 17 p er cent during 
1999-2000. A comparison shows that the growth in Non-Plan component of 
revenue expenditure over the fi ve year period ( I 04 per cent) far surpassed that 
in Plan expenditu re (22 per c;e111), as can be seen in Figure 2. 

Figure 2 
Growth of Plan and Non-Plan revenue expenditure 

(Rupees in crore) 

18386.83 

~~· 
11l768.37 ::::: i· 

10000 1sts9!9'961i.21ZA~--"'4r.------

sooo l 11 .111 '30.15 2S41.00 
•-~~~~--•~~~~~-•~~~~~-· 

• 

1995-96 1996-97 1997~98 1998-99 1999-2000 

· - ..- Non-Plan ~-Plan 
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Audit Report (Civil) for the year ended 31March1000 

1.6.2 Sector wise analysis shows that while the expenditure on General 
Services increased by 127 per cent, from Rs 3408 crore in 1995-96 to Rs 7743 
crore in 1999-2000, the corresponding increases in expenditure on Social 
Services and Economic Services were only 76 and 46 per cent respecti ve ly. 
As a proportion of total revenue expenditure, the share of General Services 
increased from 31 per cent in 1995-96 to 37 per cent in 1999-2000, whereas the 
share of Social Sc1viccs decreased from 40 per cent to 37 per cent and that of 
Economic Services decreased from 27 per cent to 21 per cent. 

1.6.3 Interest payments 

Interest payments increased steadily by 110 per cent from Rs 1293 crore in 
1995-96 to Rs 271 I crore in 1999-2000. Interest payments accounted for 13 
per cent of revenue expenditure, as compared to 12 per cent in 1995-96. This 
is further di scussed in the section on financial indicators. 

1.6.4 Financial assistance to local bodies and other i11stitutio11s 

The quantum of assistance provided by way of grants and loans to different 
local bodies etc., during the period of fi ve years ending 1999-2000 was as 
fo llows: 

(Rupees in crore) 

1995-96 1996-97 1997-98 1998-99 1999-2000 

Universities and Educational 794 40 960 1527 153 1 
Insti tutions 

Municipal Corporations and 106 159 217 112 
Municipalities 

Zilla Parishads and Panchayati 191 928 197 1402 1430 
Raj In stitutions 

Development agencies 40 67 364 210 474 

Hospitals and Other Charitable 3 4 9 12 
Institutions 

Other instituti ons 156 11 35 353 402 662 

Total 1183 2279'1' 2037 3767 422 1 

Percentage of growth over 19 93 ( -) I I 85 12 
previous year 

Assistance as a percentage of 11 17 14 21 20 
revenue expenditure 

It may be seen that while there was no appreciable increase in the assistance to 
Panchayati Raj Institutions, the assistance to Municipal Corporations etc., 
actually went down in 1999-2000. 

1.6.5 Loans and advances disbursed by the State Government 

The Government gives loans and advances to Government companies, 
corporations, local bodies, autonomous bodies, cooperatives, non-Government 

Figures reported since 1996-97 include loan assistance also. 
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Chap1er I - An overview of the finances of the State Coi·ernmenr 

institutions, etc., for developmental and non-developmental acti vities. The 
position for the last five years given below shows that the repayments went 
down during 1999-2000 as a resu lt of which the outstanJing loans and 
advances increased by 9 per cent during the year. 

(Rupees in crore) 

1995-96 1996-97 1997-98 1998-99 1999-2000 

Opening balance 3442 37% 421 7 3507 3694 

Amount advanced during the year 760 1080 507 'i 10 65 1 

Amount repaid during the year 406 659 121 7 323 314 

Closing balance 3796 4217 3507 3694 4031 

Net addition 354 421 (-)7 10 187 337 

Interest received 153 163 345 223 178 

Out of loans advanced to municipalities, panchayat union council s, town 
panchayats and village panchayats, the deta iled accounts of which were kept 
by the Principal Accountant General (Accounts and Entitlements) and in the 
office of Commissioner of Municipal Administration, recovery of Rs 149.5 1 
crore (principal: Rs 138.27 crore and interest: Rs 11.24 crore) was in arrears as 
on 31 March 2000. Details in respect of loans, the detailed accounts of which 
were maintained by the departmental officers, had not been furnished to the 
Principal Accountant General (Accounts and Enti tlements) by 68 heads of 
departments. 

1.7 Capital expenditure 

Capi ta l expenditure leads to asset creation. In add ition, financial assets arise 
from moneys invested in institutions or undertakings outside Government i.e. 
public sector undertak ings (PSUs), corporations, etc. and loans and advances. 
The capi tal expenditure after showing a growth of 56 per cent and 59 per cent 
during 1996-97 and 1997-98 respecti vely, decreased by 2 1 per ce11t during 
1998-99 and by 44 per cent during 1999-2000. As a result , its share in total 
expend iture has dedincd from 9 per cent in 1997-98 to 3 per cent in 
1999-2000. Though capi tal expendi ture under plan increased. that under 
Non-plan declined substantially. The decrease in the capi tal expenditure in 
1999-2000 was mainly due to reduction of investment in Tamil Nadu 
Electricity Board by Rs 826.05 crore and its adjustment towards tariff 
compensation to the Board for supply of free electricity to fa rmers. This book 
adj ustment did not help the Tamil Nadu Electricity Board, since the tariff 
compensation has not reached the Tamil Nadu Electricity Board in cash. 
Exhibit IV shows that most of the capital expenditure has been on economic 
and social services. 

1.8 Quality of expenditure 

1.8.1 Government spends money for different act1v1t1es ranging from 
maintenance of law and order and regulatory functions to various 
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deve lopmental actt vttt cs. Government expend itu re is broadly classified into 
Plan and Non-plan and Revenue and Capita l. Whi le the plan and capital 
expendi ture are usually associated with asset creation, the non-plan and 
revenue expenditure arc identified wi th expenditure on establ ishment , 
maintenance and services. By defini tion, therefore, in genera l, the plan and 
capital expenditu re can be viewed as contri buting to the quality or 
expenditure . 

1.8.2 Wastage in pub li c expenditure, diversions or runcl s and runcls blocked 
in incomplete projec ts would also impinge negati ve ly on the quality o r' 
expenditure. Similarl y, runds transferred to Deposit heads in the Public 
Account, after booking them as cxpenditurc, can also be considered as a 
nega ti ve factor in judging the quality of cxpemliture. As the expendi ture was 
not actually incurred in the concerned year, it shou ld be excluded from the 
figures or expenditure for that yea r. Another poss ible indicator is the increase 
in the expenditure on General Services, to the detriment of Economic and 
Social Services. 

1.8.3 The fo llowing tab le li sts out the trend in these indicators: 

I . Plw1 C'i pcnditure as a pen:emage or: 

- Rc,·enue expcnd iwre 

- Cap.ta! cxpcnc.l iture 

2. Capital expenditure as a percentage 
of total expenditure" 

J. Expend iture on General services 
(per ce111) 

- Revenue 

- Capital 

4. Amount of wastages and diversion 
of funds detected during test aud it 
(R upees in crore) 

5. Non-remunerative expenditure on 
incomplete projects (Rupees in 
crore) 

6. Unspent balances under deposit 
heads, booked as expenditure at the 
time of their transfer to the deposit 
head 
(Rupees in crore) 

1995-96 1996-97 1997-98 1998-99 

18 

99 

5 

31 

6 

105 

@ 

598 

18 

85 

7 

31 

3 

200 

IOI 

601 

14 

60 

9 

J I 

4 

353 

116 

495 

14 

104* 

33 

IO 

1767 

215 

652 

1999-2000 

II 

224* 

3 

37 

24 

599 

215 

764 

* 

@ 

Exceeded 100 per cent due to ex hibition of minus expenditure under Non-plan . 

Total expenditure represents total of Revenue a nd Capita l expendi ture. 

Co mpiled only from 1996-97 onwards. 

The share or plan expenditure on the capital side declined upto 1997-98 and 
then went up during 1998-99 and 1999-2000. The share of capi tal expend it ure 
to total expenditure (Revenue and Capita l), however, has gone up till 1997-98 
and then went down during 1998-99 and 1999-2000. The share of General 
Services, at the same time, has increased on the revenue side from 31 to 37 per 
ce111 and on the capita l side. it has increased from 6 per cent in 1995-1996 to 
24 per cent in 1999-2000. 
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Chapter I - !111m•er1·ie11·0(1he.fi11a11ces r~(1hc Sw1e Gon·1w11e111 

1.9 Financial Management 

The issue or financial management in the Government should relate to 
efficiency, economy and effecti veness or its revenue and expenditure 
operations. Subsequent chapters or this repo rt deal with these issues 
esr ecially as they relate to the expenditure management in the Govcrnmcnl. 
based on the findings of the test-audit. Some other parameters, which can be 
segregated from the accounts and other related financial information or the 
Government are di scussed in this sec tion. 

I. 9. I /11 11est111e11ts and r eturns 

Investments arc made out or the capital outlay by the Government to promote 
d.cvelopmcntal, man ufacturing, marketing and social acti vities. The scctor
wise detai ls o r investments made and the number o f concerns involved were as 
under: 

Sector/ Number of Amount invested 
concerns as on 31.3.2000 Duri ng 1999-2000 

(Rupees in crore) 

( I ) Statutory Corporations 2 I 049.28 .. 

(2) Government Companies 76 1369.56 I i7.34 

(3) Joint Stock Companies 6 2.53 .. 
(4) Cooperative Inst itutions 9403 303.07 4.77 

Total 9487 2724.44 122.11 

The details of investments and the returns realised duri ng the last five years by 
way of dividend and interest were as fo llows: 

Year 

1995-96 

1996-97 

1997-98 

1998-99 

Investment at the 
end of the year<» 

820.84 

I 066.63 

13 16.43 

I 560.63(b) 

Return 

28.38 

22 .20 

18.45 

24.29 

(Rupees in crore) 

Percentage Rate of interest on 
of return Government borrowing 

from open market 

3.46 14 .00 

2.08 13.85 and 13.75 

1.40 13.05 and 12.30 

1.56 12.50 and 12. 15 

1999-2000 2724.44(d 41 .95 1.54 12.25 , I 1.85 and 11 . 74 

(h) 

The fi gures arc as per pa11iculars furni shed by the companies/ Departments. 

Differs from the figures furnished in the last year's Report due to adoption of revised 
fi gures comm un icated by the dcpart111cntsrcompa11 ics. 

Huge difference from previous years ligurcs is mainly due to inclusion o f equity 
share cc1pita! of Rs 1045.4X crore in Tamil Nadu Eleciricity Goard. nol reported in 
earl ier years. ' 

Thus, while the Government was rais ing high cost borrowings from the 
market, its investments in Government compan ies etc., fetched ins ignific~mt 
returns. As on 31 March 2000, 49 of the Government companies in wh ich 
Government had invested Rs 901 .58 crore were running under loss and the 
accumulated loss was Rs 1805.99 crorc up to March 1999. 
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I. 9.2 Fi11a11cial results of irrigation works 

The financial results of 5 111ajor and 47 medi um 1mgation projects with a 
capital outlay of Rs 180 1.32 crore at the end of March 1999 showed that 
revenue rea lised from these during 1998-99 (Rs 4.80 crore) was only 0.27 p er 
c<!nl of the capital outlay and these were not sufficient to cover even the di rect 
working expenses (Rs 76.44 crore). After meeting the working expenditure 
(Rs 77. 11 crore) and interest charges (Rs 73.74 crore), the schemes suffered a 
net loss of Rs 146.05 crorc. The loss was substantial (Rs 111.58 crore) in al l 
the major irrigation projects. 

I. 9.3 Incomplete projects 

As of 3 1 March 2000, there were 16• projects in which Rs 21 4 .54 crore were 
blocked. These projects were each of cost exceeding Rs I crore and were 
scheduled fo r completion before 3 1 March 2000 but were incomplete. 

1.9.4 Arrears of revenue 

The arrears of revenue pending co llection increased by 37 per cent during the 
year. The outstand ing arrears registered a secular increase during the 
preceding fi ve years (Exhibit IV) and their percentage inc reased from 30 per 
c<!nt of the revenue ra ised during 1995-96 to 7 1 per cent during 1999-2000. Of 
the arrears of Rs 8663.60 crore as of March 2000, Rs 1787. 16 crore (21 per 
cent ) were pc1Jding fo r more than fi ve years. The arrears pertained mainly to 
Sa les Tax (Rs 7144. 17 crore), and "Mines and Minerals' (Rs 11 68. 15 crorc). 
The overall deterioration in the posit ion of arrears of revenue showed a 
slackening of the revenue efforts of the State Government. 

I. 9.5 Ways and means advances and overdraft 

Under an agreement with the Reserve Bank of India, the State Government 
had to maintain with the Bank a minimum daily cash balance of Rs I. I 0 crore 
up to 30 April 1999 and Rs 3.25 crore from I May 1999. If the balance fe ll 
below the agreed minimum on any day, the deficiency had to be made good by 
taking ways and means advances (WMA)/overdraft (OD) from the Bank. In 
addition, special ways and means advances are also made by the Bank 
whenever necessary. Recourse to WMA/OD means a mismatch between the 
receipts and expenditure of the Government, and hence reflects poorly on the 
financia l management in Government. ~ 

The extent to which the Government maintained the minimum balance with 
th ~ Bank during I 998-99 and I 999-2000 is given below: 

As per further information furni shed by Department. 
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1998-99 1999-2000 

(i) Number of days on which minimum balance 
.was maintained 

(ii) 

(iii) 

(a) Without obtaining any advance 

(b) By obtaining ordinary ways and means 
and advances 

(c) By obtaining specia l ways and means 
advance 

Number of days on which minimum balance 
was not maintained even after avail ing ways 
and means advance to the full extent and no 
overdraft was obtained 

Number of days on which overdraft was taken 

327 

38 

Ni l 

Nil 

Nil 

105 

167 

35 

4 

55 

The position of ways and means advances and overdrafts taken by the State 
Government and interest paid thereon during 1998-99 and 1999-2000 is 
detailed below: 

(A) 

(i) 

(ii) 

(iii) 

(B) 
(i) 

( ii) 
(iii) 

Ways and means advances 

Advances taken during the year (Gross) 

Advances outstanding at the end of the year 

Interest paid 

Overdraft 

Overdraft taken during the year (Gross) 

Overdraft outstanding at the end of the year 

Inte rest paid 

(Rupees in crore) 

1998-99 1999-2000 

742 .34 

Nil 

Nil 

Nil 

Ni l 

3761. 15 

3 13.71 
7_07@ 

1485.97 

98.13 

0.52~ 

1.9.6 Deficit 

1. 9. 6.1 Deficits in Government account represent gaps between the receipts 
and expenditure. The nature of deficit is an important indicator of the 
prudence of financial management in the Government. Further, the ways of 
financing the deficit and the application of the funds raised in this manner are 
important pointers of the fiscal prudence of the Government. The discussion 
in this section relates to three concepts of deficit viz., Revenue Deficit, Fiscal 
Deficit and Primary Deficit. 

1.9.6.2 The Revenue Deficit is the excess of revenue expenditure over revenue 
receipts. The Fiscal Deficit may be defined as the excess of revenue and 
capital expenditure (including net loans given) over the revenue receipts 
(including grants-in-aid received). Primary Deficit is fiscal deficit less interest 
payments. Exhibit V gives a break-up of the deficit in Government account 
for 1999-2000. 

Interest was paid only during the first quarter of 1999-2000. 
Lncludes interest for the last year (Rs 0.87 crore) and excludes interest for the last 
quarter of the year 1999-2000 which will be debited in April 2000. 
excludes interest for the last quarter of the year 1999-2000 which will be debited in 
April 2000. 
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EXHIBIT V 

OVERALL FINANCIAL TRANSACTIO NS OF GOVERNM ENT 

(R upees in crorc) 
CO NSOLIDATED FUND 

Receipt Amount Disbursemen t Amount 

Revenue 16328 Revenue deficit: 4400 Revenue 20728 
Miscellaneous capital .. Capita l 645 
receipts 
Recovery of loans 314 Loans and 65 1 
and advances advances 

disbursement 
Sub Total 16642 G ross fiscal deficit: 5382 Sub Total 22024 
Public debt receipts 37 11 Publ ic debt 603 

repayment 
Total 20353 A: Deficit in Consolidated 22627 

Fund: 2274 

P UBLIC ACCOUNT 
Receipt Amount I Disburseme nt Amount 

Small savings, 2691 Small savings, 1543 
Provident Fund etc. Provident Fund 

etc. 
Deposits and 6702 Deposits and 5575 
advances advances 
Reserve funds 169 Reserve funds 181 
Suspense and 5004 Suspense and 4885 
miscellaneous miscellaneous 

Remittances 4979 Rem ittances 5029 
Total Public 19545 B: Deficit in Consolidated 17213 
Account Fund fin anced by P ublic 

Account: 2332 
Increase in cash balance (B-A) : 58 

The table shows that the Revenue Defic it of Rs 4400 crore was partly met by 
borrowings (Rs 3 108 crore). The Fiscal Defi cit of Rs 5382 crore was financed 
by net proceeds of the public debt (Rs 3 108 crorc) and surplus from Public 
Account (Rs 2332 crore). Exhibit IV shows that while the Revenue Defici t 
has shown an increasing trend during J 996-97 to 1999-2000, the Fiscal Deficit 
a lso showed an increas ing trend during 1998-99 to 1999-2000. 

As stated in paragraph J. 7, Government had shown payment of arrears of tariff 
compensation to Tam il Nadu Electricity Board (Rs 826.05 crore) and adjusted 
the same by reductjon of its investment in Tamil Nadu Electricity Board. Had 
the tariff compensation been paid in cash to Tamil Nadu Electricity Board , the 
Gross fisca l deficit would have gone up by Rs 826.05 crore. 

1.9.6.3 Application of the borrowed funds (Fiscal Defidt) 

The fiscal deficit (FD) represents tota l net borrowings of the Government. 
These borrowings are applied for meeting the Revenue Deficit (RD), for 
making the Capita l Expenditure (CE) and for giving loans to various bodies 
for developmental and other purposes. The relative proportions of these 
applicat ions would indicate the financial prudence o f the State Governmen t 
and also the sustainabi lity of its operations because continued borrowing for 
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revenue expenditure would not be sustainable in the long run. The following 
table shows the position in respect of the Government of Tamil Nadu for the 
last five years. 

Ratio 1995-96 1996-97 1997-98 1998-99 1999-2000 

RD/FD 0.25 0.45 0.64 0.72 0 .82 

CE/FD 0.47 0.38 0.69 0.24 0. 12 

Net loans/FD 0.28 0.17 (-) 0.33 0.04 0.06 

Total 1.00 1.00 l.00 1.00 1.00 

It would be seen that while more and more of the borrowed funds have been 
applied for meeting the revenue expenditure in the last five years, its 
application to capital expenditure declined sharply during the last two years. 
Therefore, if the revenue expenditure is not controlled, the capital formation 
wi ll further suffer and borrowings wi ll increase leading to increased debt 
burden. 

1.9. 7 Guarantees given by the State Government 

Guarantees are given by the State Government for due discharge of certain 
liabilities like repayment of loans, share capital, etc., raised by the statutory 
corporations, Government companies and cooperative institutions etc., and 
payment of interest and dividend by them. They constitute contingent liability 
of the State. No law under Article 293 of the Constitution had been passed by 
the State Legislature laying down the maximum limits within which 
Government may g ive guarantees on the security of the Consolidated Fund of 
the State. Exhibit IV lists the amounts of outstanding guarantees at the end of 
each year during 1996-2000, which showed an increasing trend. While Rs 2.36 
crore were received as guarantee commission during 1999-2000, Rs 4.60 crore 
of guarantee commission were outstanding for recovery from 6 Government 
compan ies (Rs 1.48 crore) and from Cooperative Sugar Mills (Rs 3. 12 crore) 
as on 31 March 2000. 

1.10 Public debt 

I.JO.I The Constitution of lndia provides that a State may borrow within the 
territory of India, upon the security of Consolidated Fund of the State within 
such limits, if any, as may from time to time, be fixed by an Act of Legislature 
o f the State. No law had been passed by the State Legislature laying down any 
such limit. The details of the total liabilities of the State Government as at the 
end of the last five years are given in the following table. During the five year 
period, the total liabilities of the Government had grown by 90 per cent. This 
was on account of I 19 per cent growth in internal debt, 64 per cent growth in 
loans and advances from Government of India and 115 per cent growth in 
other liabilities. During 1999-2000, Government borrowed Rs 674.37 crore in 
the open market at interest rates of 11 . 74, 11.85 and 12.25 per cent per annum. 
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(Rupees in crore) 

Year Internal Loans and 1'otal Other Total Ratio of 
debt advances public liabilitiesa liabilities debt to 

from Central debt GSDP 
Government 

1995-96 30·15.02 7539.72 10554.74 4382.51 14937.25 0.19 

1996-97 3462.24 8532.53 11994.77 5129.52 17124.29 0.1 9 

1997-98. 4099. 12 9620.56 137 19.68 5657.45 19377.13 0. 19 

1998-99 5035.90 10845.66 1588 1.56 7 176.55 23058. 11 0.20 

1999-2000 6603.96 12385.26 18989.22 9440.71 28429.93 0.22 

1.10.2 The amount of funds raised through Public debt, the amount of 
repayment and net funds available are given in the fo llowing table: 

(Rupees in crore) 

1995-96 1996-97 I 1997-98 1998-99 1999-2000 

Internal Debt 

Receipt 53 1 471 698 1789 1700 

Repayment 

(i) Principal 77 24 6 1 852 132 

(ii) Interest 3 15 375 449 548 704 

Net funds available 139(26) 72(15) 188(27) 389(37) 864 ( 13) 
(per cent) 

Loans and advances from 
Government of India 

Receipt during the year 988 1307 1435 1634 201 1 

Repayment 

(i) Principal 249 3 14 347 409 471 

(i i) Interest 788 895 1041 1189 1359 

Net funds avai lable (-) 49 98(7) 47(3) 36(2) 181(9) 
(per cent) 

Other liabili ties 

Receipt during the year 5472 635 1 6118 7433 9482 

Repayment 

(i) Principal 5075 5605 5590 59 14 . 7218 

(ii) Interest 191 205 273 385 648 

Net funds available 206(4) 541 (9) 255(4) 11 34( 15) 1616( 17) 

(per cent) 

It would be seen that there was a substantial increase in Debt/GDP ratio 
Overall, only a small part of indicating worsening position during the year. 

the borrowings (less than 17 per cent) are availab le for investment and other 
Cons idering that the expenditure after meeting the repayment obligations. 

outstanding debt has been increasing year after year, the net availabi lity of 
funds through public borrowings is going to reduce further. There is an urgent 
need for the Government to assess high debt servicing cost and ways to arrest 
the trend. 

a Other liabilities include small savings, provident funds, reserve funds and deposits, 
etc. 
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1.11 Indicators of the financial performance 

1.11.1 A Government may either wish to maintain its existing level of activity 
or increase its level of activity. For maintaining its curren~ level of activity, it 
would be necessary to know how far the means of financing are sustainable. 
Similarly, if Government wishes to increase its level of activity, it would be 
pertinent to examine the fl exibili ty of the means of financing and finally, 
Government's increased vulnerability in the process. All the State 
Governments continue to increase the level of their activity principally 
through Five Year Plans which translate to Annua l development plans and are 
provided for in the State Budget. Broadly, it can be stated that non-plap 
expenditure represents Government maintaining the existing level of activity , 
while plan expenditure entails expansion of activity. Both these activities 
require resource mobilisati on increasing Government's vulnerability. In short, 
financial health of a Government can be described in terms of sustainability, 
fl exibility and vulnerability. These tern1s are de fined as fo llows: 

(i) Sustainability 

Sustainability is the degree to which a Government can ma intain existing 
programmes and meet ex isting creditor requirements without increasing the 
debt burden. 

(ii) Flexibility 

Flexibility is the degree to which a Government can increase its financial 
resources to respond to rising commitments by either expandi ng its revenues 
or increasing its debt burden. 

(iii) Vulnerability 

Vulnerability is the degree to which a Government becomes dependent on and 
therefo re vulnerable to sources of funding outside its control or influence, both 
domestic and international. 

(iv) Transparency 

There is a lso the issue o f financial in formation provided by the Government. 
This consists of Annual Financial Statement (Budget) and the Accounts. As 
regards the budget, the important parameters are timely presentation indicating 
the efficiency of budgetary process and the accuracy of the estimates. As 
rygards accounts, timeliness in submission, for which milestones exist and 
completeness o f accounts would be the principa l criteri a. 

1.11.2 Information available in Finance Accounts can be used · to fl esh out 
Sustainability, Flexibility and Vulnerability that can be expressed in terms of 
certain indices/ratios worked out from the Finance Accounts . The list of such 
indices/ratios is given in the Appendix I. Exhibit VI indicates the behaviour of 
these indices/rati os over the period from 1995-96 to' 1999-2000. The 
implications of these indices/ratios of the state on the financial health of the 
State Government are discussed in the following paragraphs. 

There are exceptions to this, notably transfer of Plan to Non-Plan a t the end of Plan 
period. · 
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EXHIBIT VI 

FINANCIAL INDICATORS FOR GOVERNMENT OF TAMIL NADU 

1995-96 1996-97 1997-98 1998-99 1999.2000 

(1) (2) (3) (4) (5) (6) 

Sustainability 

BCR (Rs in crore) 945 409 (-) 163 (-) 191 4 (-)3226 

Primary Deficit ( PD) (-) 37 969 358 2655 267 1 
(Rs in crorc) 

Interest Ratio 0.09 0. 10 0.10 0. 13 0. 15 

Capital outlay/Capital receipts 0.46 0.60 0.46 0.32 0.1 6 

Total Tax rcceipts/GSDP 0. 11 0.1 1 0.11 0.10 0.11 

State Tax Receipts/GSDP 0.09 0.09 0 .08 0.08 0.08 

Return o n Investment ratio 0.0346 0.0208 0 .0 143 0.0 156 0.0154 

Flexibility 

BCR (Rs in crore) 945 409 (-) 163 (-) 1914 (-)3226 

Capital repayments/Capital 0. 18 0. 19 0. 19 0. 19 0 .1 8 
borrowings 

State tax receipts/GSDP 0.09 0.09 0.08 0.08 0.08 

Debt/GS DP 0. 19 0. 19 0.19 0.20 0.22 

Vulnerability 

Revenue Defici t(RD) 3 11 1104 1364 3437 4400 
(Rs in crore) 

Fiscal Deficit(FD) (Rs in crore) 1256 2445 2122 4777 5382 

Primary Deficit(PD) (Rs in crore) (-) 37 969 358 2655 2671 

PD/FD (-) 0.03 0.40 0.17 0.56 0.50 

RD/FD 0.25 0.45 0.64 0.72 0.82 

Outstanding Guarantees/revenue 0.34 0.36 0.33 0.43 0.35 
receipts 

Assets/Liabilities 0.65 0.63 0.60 0.52 0.46 

Note: I. The interest payment in 1995-96 was more than the fiscal deficit, 
hence the negative figure for primary deficit. 

2. Fiscal deficit has been calculated as: Revenue expenditure + 
Capital expenditure+ Net loans and advances - Revenue receipts -
Non loan capital receipts. 

3. In the ratio Capital outlay vs. Capital receipts, the denominator has 
been taken as Internal loans + Loans and Advances from 
Government of India + Net receipts from small savings, Provident 
Fund etc., + Repayments received from loans advanced by the 
State Government - Loans advanced by State Government. 
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1.11.3 The behaviour of the indices/ratios is di scussed below. 

(i) Balance from current revenues (BCR) 

BCR is defined as revenue receipts minus plan assistance grants minus non
plan revenue expenditure. A positive BCR shows that the State Government 
has surplus from its revenues for meeting plan expenditure. The position of 
Government has gone from bad to worse during the year 1999-2000. The 
table shows that the State Government had positive BCRs in the first two out 
of the five years, but the BCR in 1997-98 to1 999-2000 was negative. In fact, 
the BCR declined substantially (by about 69 per cent) during 1999-2000. This 
was due to steep rise in non-plan revenue expenditure as compared to the 
growth in revenue receipts. This clearly indicated that Government 
expenditure was uncontro llab le while resources were far less, leading to 
increased borrowings and a very heavy debt servicing burden in future years 
also. 

(ii) Interest ratio 

The higher the ratio the less the abil ity of the Government to service any fresh 
debt and meet its revenue expenditure from its revenue receipts. In case of 
Tamil Nadu, the ratio has shot up to 0. 15 after hav ing been in the narrow 
range of 0.09 to 0.10 till 1997-98. A ri sing interest ratio has adverse 
implications for the sustainability, since it points to ri sing interest burden. 

(iii) Capital outlay/capital receipts 

This ratio would indicate to what ex tent the capital receipts are applied fo r 
capital fo rmation. A ratio of less than one would not be susta inable in the long 
term inasmuch as it indicates that a part of the capi tal receipts is being diverted 
to unproductive revenue expenditure. On the contrary, a ratio of more than 
one would indicate that capital investments arc being made from revenue 
surplus as wel l. The trend analysis of this ratio would throw light on the fisca l 
performance of the State Government. A ri sing trend would mean an 
improvement in the performance. In the case of Tamil Nadu, the ratio has 
mostly been below 0.5 indicating that a substantial part of the capital receipts 
is not avai lable for investment. Further, the ratio shows a declining trend 
s ince 1996-97 (from 0.60 t9 0.16) indicating a worsening sustainability. 

(iv) Tax receipts vs Gross State Domestic Product (GSDP) 

Tax receipts consist of state taxes and state's share of central taxes. The latter 
can also be viewed as central taxes paid by people living in the state. Tax 
receipts suggest sustainability. But the ratio of tax receipts to GSDP would 
have implications for the flexibi lity as well. While a low ratio would imply 
that the Government can tax more, and hence its flexibility, a high ratio may 
not only point to the li mits of th is source of finance but also its inflexibility. 
Time series analysis shows that in case of Tamil Nadu, this ratio after 
remaining constant at 0.1 1 throughout the four years' period of 1994-95 to 
1997-98 declined to 0. 10 during 1998-99 and then increased to 0.11 during 
1999-2000. The ratio of State tax receipts to GSDP has also remained static at 
0.08, after declining from 0.09. This trend suggests that while the State 
Government had the option to raise more resources through taxation, it chose 
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the easier option of borrow ing to meet its increas ing revenue and fiscal 
defi cits. 

(v) Retum 011 Investment (ROI) 

The ROI is the ratio of the earnings to the capita l employed. A high ROI 
suggests sustainability. The table presents the return on Government' s 
investments in statutory corporations, Government companies, joint stock 
companies and cooperative institutions. It shows that the ROI in case of 
Government of Tamil Nadu has been negligible and has declined from 3.46 · 
per cent in 1995-96 to l .54 per cent in 1999-2000. 

(vi) Capital repayments vs Capital borrowings 

This ratio would indicate the extent to which the capital borrow ings arc 
available for investment, after repayment of capital. The lower the -ratio, the 
hjgher would be the availability of.capital for investment. In case of Tamil 
:'-J adu Government, thi s ratio has been low in the range of 18 to 19 per cent. 

\ 
(vii) Debt vs Gross State Domestic Product (GSDP) 

The GSDP is the total internal resource base of the State Government, which 
can be used to service debt. An increasing rati o of Debt/GSDP would signi fy 
a reduction in the Government's ability to meet its debt obligations and 
therefore increasing risk for the lender. In the case of Tamil Nadu, this ratio 
has j umped fro m 0.20 in 1998-99 to 0.22 during 1999-2000, indicating 
significant growth of indebtedness during the year. 

(viii) Revenue deficit/Fiscal deficit 

The revenue de fi cit is the excess of revenue expenditure over revenue receipts 
and represents the revenue expenditure financed by borrowings etc. 
Evidently, the higher the revenue defi cit, the more vulnerable is the State. 
Since fiscal defi cit represents the aggregate of all the borrowings, the revenue 
defi cit as a percentage o f fi scal de ficit would indicate the extent to which the 
borrow ings of the Government are being used to finance non-productive 
revenue expenditure. Thus, the higher the ratio the worse off the state because 
that would indicate that the debt burden is increasing without adding to the 
repayment capacity of the state. · During 1999-2000, 82 per cent of the 
borrowings were applied to revenue expenditure as compared to 25 per cent in 
1995-96. This is a most unfavourable trend . The 228 per cent increase in the 
ratio during the past 5 years indicated that very ·ti ttle was available out of the 
borrowings for asset formation. 

(ix) Primary deficit (PD) vs Fisc11l lleficit (FD) 

Primary defi cit is the fi scal deficit minus interest payments. lt represents non
interest borrowings of the Government, on account of its current actions 
(interest payments relate to the past actions of the Government). Primary 
deficit is sustainable only when the economy grows at a rate higher than the 
interest rate on borrowings. This not being the case, fiscal prudence would 
require aiming at a zero pri mary defic it or pri mary surpl us. In case of Tamil 
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Nadu, as Exhi bit V shows, the ratio of PD/FD has increased substant ially 
during 1998-99 to 56 per cent as compared to the pos ition in 1995-96 when 
there was a primary surplus and marginall y declined to 50 per cent in 1999-
2000 suggesting that the sustainability is adversely affected as the burden of 
interest payment continued to be substantial. 

(x) Guarantees vs Revenue receipts 

Outstanding guarantees. including the lett ers of comfort issued by the 
Governi11ent, indicate the ri sk exposure of a State Government and should 
therefore be compared with the ability of the Government to pay viz .. its 
revenue receipts. Thus, the ratio of the total outstanding guarantees to tota l 
revenue receipts of the Government would indicate the degree of vulnerabil ity 
of the State Government. In case of Tami l Nadu, this ratio has been in the 
range of 0.33 to 0.43. 

(xi) Assets vs Liabilities 

This ratio indicates the solvency of the Government. A ratio of more than I 
would indicate that the State Government is solvent (assets arc more than the 
liabili ties) while a ratio of less than I would be a co·1tra indicator. As 
explained in para 1.2, the accounting of assets and liabil ities in the 
Government pertains mainly to the financial assets and liab il ities. In case o f 
Tamil Nadu, this ratio has declined from 0.65 in 1995-96 to 0.46 in 1999-2000 
indicating that the increase in liabilities has not led to corresponding i11crcase 
in the assets. This suggests imprudent financial management. 

(xii) Budget 

There was no delay in submission of the budget and its approval. The details 
arc g iven in the fo llowing tab le: 

Preparation 

Vote on account 

Budget 

Supplementary I 

Supplementary 11 

Month of submission 

Mardi 1999 
March 1999 
November 1999 

March 2000 

Month of app~<>'\'al 

March 1999 
May 1999 
December 1999 

March 2000 

Chapter II or this Report carri es a detailed analysis of vari ations in the budget 
estimates and the actual expenditure as also of the quality of budgetary 
procedure and control over expenditure. It indicates defective budgeti ng and 
inadequate control over expenditure, as evidenced by persistent surrenders of 
sign ificant amounts of over Rs I 000 crore every year vis-a-vis the fi nal 
modified grant. Signi ficant variations (excess/saving) between the fi na l 
modified grant and actual expenditure were also pers istent. 

(xiii) Accou11ts 

There wa::; no significant delay in the submission of accounts by the 
treasuries/departments du ring 1999-2000. 
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I . I 1.4 Co11clusio11 

State Government's ri se in expenditure was unabated compared to the 
expendi ture during 1998-99. State Government incurred an add itional 
expenditure of about Rs 2660 crore, whereas increase in revenue of the State 
was only Rs 2067 crore. While the capi tal expenditure during the year 
decl ined by over Rs 500 erore, the increase in Revenue expenditure was about 
Rs 3030 crorc resulting in the increase in Revenue defici t by about Rs 963 
crore over the last year. The increase in Revenue expenditure was partly due 
to the increase in pensions and other retirement benefits to the extent of 
Rs 997 crore. The decline in Capital expendi ture occurred because the State 
Government adjusted the investment of Rs 826.05 crore wi th Tamil Nadu 
Electricity Board towards Tari ff compensa tion payable to the Board for free 
supply of electricity to fa rmers. This book adjustment, apart from limit ing the 
borrowing of the State Government (as no cash payment was made), restricted 
the State's gross Fiscal Defi cit. 

Heavy borrowing resorted to by State Government to meet the revenue deficits 
resulted in substantial increase in interest payment. A steeply falli ng BCR due 
to sharp ri se in non-plan revenue expenditure compared to growth in Revenue 
receipts has added to the worsened financial posi tion of the State, aggravating 
the imbalance between Assets and Liabi lities. Other fiscal indicators also 
changed for the worse. Overall the financial picture of the State has worsened 
during the year. 
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APPROPRIATION AUDIT AND CONTROL OVER 
EXPENDITURE 

Approp1 iation Accounts: 1999-2000 

Total m.1mbcr of grants: 63 

T t I o a prov1S1on an d t I ac ua expen d't 1 ure 

Provision Amount Expenditure Amount 
(Rs in crore) (Rs in 

crore) 

Original 23072.3 1 

Supplementary 7 199.20 

Total gross provision 3027 1.5 1 Total gross expenditure 287 17.4 1 

Deduct - Estimated 26 1.05 Deduct - Actual 1255 .34 
recoveries in recoveries in reduction 
reduction of of expenditure 
expenditure 

Tota l net provision 30010.46 Total net expenditure 27462.07 

Voted and C harged provision and expenditure 

Provision Expenditure 
(Rs in crore) (Rs in crore) 

Voted Charged Voted Charged 

Revenue 189 17.32 2812.08 18394.96 2749.88 

Capital 1740.27 0.94 1482.58 0.67 

Total (Gross) 20657.59 2813.02 19877.54 2750.55 

Deduct - recoveries in 260.82 0.23 1254.88 0.46 
reduction of expenditure 

Total (Net) 20396.77 2812. 79 18622.66 2750.09 

(This table exc ludes provision and expend iture on "Loans and Advances" and " Publ ic Debt
Repayment" ). 
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2.1 Introduction 

In accordance with the provisions of Arti cle 204 of the Constitution of India, 
soon a fter the grants under Article 203 arc made by the State Legislature, an 
Appropriation Bill is introduced to provide fo r appropriation out of the 
Conso lidated Fund of the State. The Appropriation Bill passed by the State 
Legislature contains authority to appropriate certa in sums from the 
Consolidated Fund or the State for the speci fied services. Subsequently, 
supplementary or additional grants can also be sanctioned by subsequent 
Appropriation Acts in terms of Art icle 205 of the Constitution of Ind ia. 

The Appropriation Act includes the expenditure which has been voted by the 
Legislature on various grants in terms of Arti cles 204 and 205 of the 
Constitution of India and also the expenditure which is required to be charged 
on the Consolidated Fund of the State. The Approrriation Accounts arc 
prepared every year indicating the detail s of amounts on various specified 
services actually spent by Government vis-a-vis those authori sed by the 
Appropriation Act. 

The objecti ve of appropriation audit is to ascertain whether the expenditure 
actually incurred under various grants is within the authori sation given under 
the Appropriation Act and that the expenditure required to be charged under 
the provisions of the Constitution is so charged. It also asce11ains whether 1;1e 
·expenditure so incurred is in conformity with lhe law, relevant ruk s, 
regulations ar.id instructions. 

.. 

2.2 Summary of Appropriation Accounts - 1999-2000 

The summarised position of actual expenditure during 1999-2000 against 63 
grants/appropriations was as fo llows: 

(Rupees in crore 

Nature of Origi nal Supple- Tota l Actual Saving(-)/ 
expend iture • gra n t/appro- mentary expenditure Excess(+) 

priation g rant/a pp-
I ropriation 

Voted I Revenue 163 18.62 2598.70 189 17.32 18394.96' (-) 522.36 

II Capita l 1469. 16 271. 11 1740.27 1482.58' (-) 257.(>9 

11 1 Loans and 388.30 263.92 652.22 65 1.17 (-) 1.05 
Advances 

Tota l Voted 18176.08 3133.73 2 1 30~.8 1 20528.7 1 (-) 1s 1.1 0 I 

• .. 
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Nature of Original Supple- Total Actual Savi ng(-)/ 
expenditure gra nt/appro- mcntary expenditure Excess(+) 

priation grant/a pp-
ropriation 

C ha rged I I Reven ue 1436.68 375.4() 18 12.08 2749.R8 (-) 62.20 

\ ' Capital 0.13 0. 81 0. 94 0.67 (-) 0. 27 

VI Public 1459.41 3689.16 6148.68 5438. 15 (-) 710.53 
Debi 

Total C harged 4896.23 4065.47 896 1. 70 8188. 70 (-) 773.00 

Appropriat ion to 
C onti ngency Fund .. .. .. .. .. 
(if a n ~·) 

Grand Total 23072.31 7199.20 30271.51 I 2871 7.41°* (-) 1554.10 

* These were gross figures w ithout tak ing into account the recoverie s adjusted ir 
accounts as red uction of expenditure except in respect of grant numbers 35 , 36. 38 
and 54 where fig ures arc net. 

** 

2.3 

The total expenditure stunds innatcd to the extent o f Rs 968.02 crore, trans ferred to 
8443 - Civil Deposits - 800 Other Deposi ts. 

Results of Appropriation Audit 

The fo lfowing results emerge broadly from the aud it of appropriation 
accounts. 

2.3. J The overall saving of Rs 1554. 10 crore was the result of saving of 
Rs 19 17.09 crore in 52 grants and 53 appropriations offset by excess of 
Rs 362.99 crore in 9 grants and I appropriation. 

2.3.2 The overall excess (Appendix 11 ) of Rs 362.99 crorc requires 
regulari sation under Article 205 of the Constitution. 

2.3.3 Excess over provision relating to previous years requiring 
regularisatio11 

As per Art icle 205 of the Constitution of India, it is mandatory for a State 
Government to gc; the excess over a grant/ appropriation regulari sed by the 
State Legislature. However, the excess expenditure amounting to Rs 1663.56 
crorc for the years 1990-91 to 1998-99 was yet to be regularised, as deta iled 
below: 
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( R upces 111 crore 

Year Number of Grant/ Appropriation Amount of Amount for which 
grants/ Numbers excess explanations not furnished 
appropriations to Public Accou nts 

Committee (PAC) 
1990-9 1 2 1 Grants 2,3,5, 7, 14, 17, 23.29, 269.65 PAC a fter discussion, has 

30, 3 I , 3 7, 38, 41, 42 , 45, recommended for regul ari-
4 7, 50, 53 , 54, 55 and 59 sation in May 2000. 

Appropriation Act is yer to 
5 Appropriations 7. 37. 44, 52 and 53 be passed by the Legislature. 

199 1-92 15 Grants 5. 10. 11. 17. 19. 20. 35 . 167.82 Explanatory notes were 
37.39.44, 46, 48. 50.57 furni shed to the Public 
and 58 Accounts Committee in June 

8 Appropriations 7. 15, 18,3 1, 37. 44.46 2000 and dis(;ussions a re yet 
and 59 ro be taken up. 

1992-93 14 Grants 5. 7, 19, 20. 24, 34, 35, 37, 49.37 Explanatory notes have been 
42, 44. 46. 57, 60 and 62 furnished (November 2000) 

and discussions arc yet to be 
8 Appropriations 2. 7. 11, 1.5 , 18. 19, 37 and taken up. 

55 
1993-94 9 G rants 11, 19. 20. 22, 37. 38, 45. 39.42 Explanatory notes have been 

49 and 56 furn ishcd (November 2000) 
6 Appropriat ion ~ Debt Charges. 7, 15. 18, 3 1 and discussions arc yet to be 

and 36 taken up. 
1994-95 15 Grants 7, 8, 20, 2 1, 3 1, 33, 36, 38, 208.2 1 Explanatory notes not 

4 1, 42, 53, 56, 57, 60 and furni shed. 
61 208.2 1 

8 Appropriations 7, 15. 35, 36, 38. 4 1, 45 
and 52 

1995-96 8 Grants 30,3 1, 34, 38, 40,4 1,45 112.5 1 Explanatory notes not 
and 56 furni shed. 

I I Appropriations 7. 11. 15, 16, 18. 19, 35, 11 2.5 1 
36. 37. 42 and 4 3 

1996-97 17 Grants 5. 8, 11 , 20, 26, 3 1. 33, 35, 284.32 Exp lanatory notes not 
36, 39, 4 1, 4 5, 50, 53. 56, furni shed. 
57 and 59 284.32 

8 Appropriations I , 15, 18, 19, 35, 45, 46 
and 47 

1997-98 7 Grants 19, 20, 23, 26, 35, 38 and 299.42 Explanatory notes not 
45 furn ished. 

5 Appropriations 15, 29, 35, 45 and 55 299.42 
1998-99 16 Grants 3, 5, 6, 17, 20, 27, 30, 33 , 232 .84 Explanatory notes not 

~5.38.39, 40, 48,50, 52 , furni shed. 
and 5 7 232.84 

2 Appropriations Debt charges and 45 
Total 1663.56 1137.30 

2.3.4 (a)(i) Supplementary prov1s1on obtained during the year constituted 
3 1 per cent of original provision compared to previous years 1996-97 to 1998-
99 which was l3, 12 and 8 per cent respecti vely. 

(ii) An analysis of the Budget provision made, expenditure incurred 
and amount surrendered during 1996-2000 disclosed the fo llowing: 
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Year 

1996-97 

1997-98 

1998-99 

1999-2000 

Original 
Provision 

15657.2 1 

18 131.10 

22513.64 

23072.3 1 

Supple- · 
mentary 
Provision 

1972.64 

2196.28 

1898.89 

7 199.20 

(Rupees in crore) 

Amount Expenditure Final saving 
surrendered 

22 12.39 15636.66 1993.19 

2756.40 17884.23 2443 .15 

3775.8 1 2 1364.68 3047.85 

1076.67 28717.41 1554.10 

During 1999-2000, unlike in previous years, huge funds had been provided in 
the Supplementary Estimates, of which 96 p er cent was provided in March 
2000 only. Of the supplementary provis ion of Rs 7199.20 crore, 93 per cent 
was for non-plan. 

(b) Unnecessary Supplementary provision 

Supplementary provision of Rs 23.92 crore obtained in 16 grants (Rs 23 .76 
crore) and 13 appropriations (Rs 0.16 crore) (Appendix III) in March 2000 
proved unnecessary in view of the final saving in each grant/appropriation 
being more than the supplementary provision obtained. 

In 13 voted grants detailed below, the original provision of Rs 3865.18 crore 
was augmented by supplementary provision of Rs 31.45 crore, but the 
expenditure fell short of even the original provision. 

@ 

Grant Original provision 
Number 

5 

14 

16 

25 

27 

32 

34 

37 

42 

47 

51 

56 

59 

Total 

Rs 9,000 only 
Rs 26,000 only 

10.20 

56.54 

6 1.80 

196.88 

1225.73 

104.35 

1167.54 

11 .58 

458.31 

88.69 

30.62 

451 .68 

1.26 

3865.18 

Supplementary 
provision 

0.77 

0.10 

1.76 . 
10.59 

1.00 

0.83 

0.10 
@ 

1.22 

6.32 

8.74 

0.02 

31.45 

(R ) upees m crore 

Expenditure Saving 

8.78 2.19 

52.90 3.74 

55.49 8.07 

158.74 38.14 

1208.87 27.45 

76.72 28.63 

829.87 338.50 

4.17 7.5 1 

286.39 17 1.92 

80.68 9.23 

30.46 6.48 

354.82 105.60 

1.26 0.02 

3149.15 747.48 

Similarly, in the charged appropriation (under grant numbers 17 and 36), 
supplementary appropriation amounting to Rs 0.05 crore obtained in March 
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2000 proved unnecessary as the expenditure (Rs 0.24 crore) fell short of 
original provision of Rs 0.27 crore resulting in saving of Rs 0.08 crore. 

In I t ®® other appropriations, though the original provision of Rs 0.91 lakh 
was augmented by supplementary provision of Rs I I .55 lakh, no expenditure 
was incurred resulting in saving of the entire provision of Rs I 2.46 lakh. 

(c) Insufficient Supplementary provision 

In 5 grants (Appendix IV) , supplementary provision obtained during the year 
proved insufficient, resulting in excess ranging from Rs 5 crore to Rs I43.42 
crore; aggregate excess expenditure was Rs 362.47 crore. 

(d) Though substantial funds (Rs 706.76 crore) have been provided under 
Grant number 4 I- Pensions and Other Retirement Benefits in March 2000, 
there was a huge excess of Rs 94.99 crore. As the payment relates to arrears 
of pensions (non-plan), the funds required could have been assessed accurately 
and excess avoided. 

2.3.5 Excess requiring regularisation 

(a) Persistent excess 

Significant excess was persistent for three years in 2 grants as detailed below: 

(R ) upees m crore 

Serial Number and 1997-98 1998-99 1999-2000 
num- title of grant Amount I Percen- Amount I Percen- Amount I Percen-
her tage tage tage 

I. 35 Irrigation 124.49 44 12.20 3 97.83 31 

2. 38 Roads and 45.67 12 10.35 3 5.01 I 
Bridges 

Persistent excess reqmres investigation by the Government for remedial 
action. 

(b) Expenditure incurred without provision 

In 544 sub-heads expenditure of Rs 1479.50 crore had been incurred either 
without budget provision or the entire provision made was withdrawn 
subsequently through reappropration. 

2.3.6 Persistent savings 

Persistent savings of 5 per cent and above during 1997-98 to 1999-2000 were 
noticed in 8 grants and 6 appropriations vide Appendix V. Under grant 
number 54 - Capital Outlay on Irrigation, saving occurred in all the preceding 
20 years, the percentage of saving ranging from I I to 83. 

@@ Appropriations under grant numbers 11 , 12, 16, 19, 20, 2 1, 22, 23, 25, 35, and 54. 
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2.3. 7 In 13 grants and 2 appropriations, the expenditure fell short by more 
than Rs I crore each and also by I 0 per cent or more of the total provision 
(Appendix YI). 

2.3.8 Substantial surrenders 

Substantial surrenders were made in respect of 78 schemes on account of 
either non-implementation or slow implementation. Out of the total provision 
amounting to Rs 1343.42 crore in these 78 schemes, Rs 1223.38 crore were 
surrendered. Results of review conducted by Audit in respect of a few of 
these cases are given in Appendix VII. 

2.3. 9 Excessive/unnecessary reappropriation of funds 

Reappropriation is transfer of funds within a grant from one unit of 
appropriation where savings are anticipated to another unit where additional 
funds are needed. There were 693 sub-heads where injudicious 
reappropriation of funds proved excessive o·r insufficient and resulted in 
savings/excess by over Rs 10 lakh. 146 cases in which the excess/saving was 
more than Rs 1 crore are detailed in Appendix VIII. 

2.3.10 Unexplained reappropriations 

A scrutiny of the reappropriation orders issued by the Finance Department 
revealed that in espect of 3,785 out of 11 ,120 items (34 per cent) at the first 
reappropriation stage and in respect of 8 out of 10 items (80 per cent) at the 
second reappropriation stage, reasons given for additional 
provision/withdrawal of provision were of general nature like "actual 
requirement" and "based on latest assessment". 

2.4 Budgetary procedure and control over expenditure 

2.4.1 Inadequate control over expenditure 

The Appropriation Acts specify the sums authorised by the Legislature under 
each grant for meeting expenditure during a financial year; the final modified 
grants authorised by Government are the sums to be spent upto 31 March and 
the difference is resumed to the Consolidated Fund. Such resumptions of 
funds under the grants were persistent and significant not only during 1999-
2000 but also in earlier years. Further, there had also been significant 
variations (excess or savings) between the final modified grant/appropriation 
and actual expenditure. Overall position for the 5 years from 1995-96 to 
1999-2000 is indicated below: 
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(Rupees in crore 

Year Sums Amount Final Modified Actual Variation 
authorised resumed Grant/ Appro- Expendi- between (4) and 
by the (surrendered) priation tu re (S)Excess (+)/ 
Legislature Saving(-) 

(1) (2) (3) (4) (5) (6) 

1995-96 14902.18 1990.74 12911.44 12826.19 (-) 85.25 

1996-97 17629.85 2212.39 15417.46 15636.66 (+)219.20 

1997-98 20327.38 2756.40 17570.98 17884.23 (+) 3 13.25 

1998-99 24412.53 3775.81 20636.72 21364.68 (+) 727.96 

1999-2000 30271 .51 1076.67 29 194.84 28717.41 (-) 477.43 

Savings compared to the final modified grant showed that estimates of 
expenditure prepared even in March, the last month of the financial year, were 
defective. Similarly, excess expenditure over and above the final modified 
grant indicated that the control over expenditure was inadequate. 

Rupees 1076.67 crore were surrendered out of the grants and appropriations 
authorised by the Legislature for expenditure during 1999-2000 and resumed 
to Consolidated Fund on 31 March 2000. However, in 3 grants (numbers 2, 35 
and 45), total provision of Rs 414.47 crore was reduced to Rs 317.07 crore in 
the final modified grant stage, but expenditure incurred under these grants 
(Rs 533.70 crore) was in excess of final modified grant by Rs 216.63 crore. 

In 8 other grants,3 against Rs 480.49 crore surrendered in March 2000, the 
saving was only Rs 382.00 crore, resulti gin excess expenditure over the final 
modified grant. · 

In 8 other grantsb and 5 appropriations (numbers 36, 38, 47, Debt Charges and 
Public Debt Repayment), against Rs 595.96 crore surrendered in March 2000, 
the saving was Rs 1133.44 crore, indicating that the department had not 
utilised Rs 537.48 crore out of the final modified grant/appropriation. 

In 39 other grantsc and 39 appropriations, d though the saving was Rs 401.42 
crore, the department had not surrendered any funds in March 2000; as a 
result, this was not available to other grants where funds were actually 
required. 

2.4.2 Defective/inaccurate budgeting 

A test-check of records of Horticulture Department revealed the following: 

(a) 2401.00.119.11.KN Rejuvenation of Hill Banana Cultivation 

Out of Rs 23 .63 lakh provided, only an expenditure of Rs 3.21 lakh was 
incurred by the department and the balance amount of Rs 20.42 lakh remained 
unspent as of March 2000. Similarly, during the year 1998-99, out of 
Rs 39.50 lakh provided, a sum of Rs 33.67 lakh was not spent during that year. 
In reply, the department stated (August 2000) that the scheme could not be 

b 

c 

d 

Grant numbers 2, 14, 24, 32, 34, 35, 37 and 45. 
Grant numbers 16, 25, 27, 42, 47, 49, 53, and 56. 

Grant numbers I, 3, 4, 5, 6, 7, 8, ~ 10, 11, 12, 13, 15, 18, 19, 20, 21, 22, 23, 28, 
29,30, 31, 36, 39, 40, 43, 44, 48, 50, 51 , 52, 54, 55, 57, 58, 59, 60 and 61. 
Grant numbers 1, 2,3,4,5, 7,8, 9, 10, II, 12, 13, 15, 16, 17, 19,20,2 1,22, 23, 24, 
25, 27, 28, 30, 31 , 33, 34, 35, 37, 39, 41 , 42, 44, 49, 54, 55 , 58 and 60. 
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implemented as there were some technical problems like sending of mother 
plantlets to Australia for testing virus free. 

(b) 2401.00.119.11.KR Scheme for establishment of Polygreen 
houses in farmers land 

Government sanctioned (September 1999) a sum of Rs 25 lakh for the 
establishment of Polygreen houses in all the districts of Tamil Nadu and the 
Commissioner of Horticulture and Plantation Crops was instructed to furnish 
proposals for obtaining the funds in first supplementary estimates. Based on 
the proposal sent by the department (January 2000), Government provided a 
sum of Rs 25 lakh in the second supplementary estimate only. The failure of 
the department to furnish the proposals in time had resulted in non-utilisation 
of funds to the tune of Rs 16 lakh. 

2.4.3 Rush of expenditure 

According to coda! provisions, rush of expenditure in the closing month of the 
financial year should be avoided. Contrary to this, in respect of 602 heads, 
expenditure exceeding Rs l lakh and also more than 50 per cent of the total 
expenditure was incurred in the month of March 2000. Of these, in I 07 heads, 
expenditure exceeded Rs I crore (Appendix 1X). 

Since the funds released to various organisations in March cannot be 
constructive ly spent during the year, it is not possible to conclude whether 
these funds were applied for the purpose for which they were authorised. 

2.4.4 Some instances of rush of expenditure ill March are given below: 

(i) Grant No.15 - 2055.00.115.I.AE 

Moderiiisation of Police Force (State) 

Government accorded sanction in October 1999 for purchase of 175 motor 
vehicles at a total cost of Rs 4 .16 crore under the scheme of Modernisation of 
Police Force. The Director General of Police (DGP) placed orders (December 
1999 and February 2000) under DGS & D rate contract with 3 firms at a total 
cost of Rs 3. 13 crore. Advance of Rs 3. 13 crore payable to the firm was 
drawn only on the last day of March 2000, with a view to avoid lapse of funds. 

(ii) Grant No.18-2210.06.101.UG 

National Tuberculosis Control Programme 

Based on the proposals submitted by the Director of Medical and Rural Health 
Services (DMRHS) on 2 March 2000, Government on 28 March 2000 
sanctioned the release of Rs 276.90 lakh to Tamil Nadu Medical Services 
Corporation (TNMSC) for supply of Anti-Tuberculosis (TB) drugs under 
National TB Control Programme. 

The amount was debited to the service head on 3 1 March 2000 and adj usted to 
Deposit account of TNMSC. 
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(iii) Grant No.19- 2210.01.109.I.AB 

Supply of drugs and surgical stores and supplies to Government 
Medical Institutions/Hospitals through Tamil Nadu Medical 
Services Corporation (Vazhvoli Thittam) 

Based on the proposals (May 1999 and June 1999) of the Director of Public 
Health and Preventive Medicine (DPHPM), Government in July 1999 among 
other things, sanctioned Rs 3 crore towards supply of medicines under the 
scheme viz., Yazhvoli Thittam (erstwhile School Health Scheme). The Tamil 
Nadu Medical Services Corporation (TNMSC) was to procure and supply the 
drugs. However, the DPHPM issued orders for the release of amount to 
TNMSC only in December 1999 (Rs 1 crore) and in January 2000 (Rs 2 
crore). The amount of Rs 3 crore was drawn by debit to the service head only 
on 31 March 2000 and credited to Deposit account of TN MSC. This was done 
to avoid lapse of budget grant. 

(iv) Grant No. 55 - 4202.01.201.111.SA 

Schemes under the Area Intensive Programme for Educationally 
Backward Minorities 

Government in June 1999 sanctioned the implementation of the Centrally 
Sponsored Scheme of "Area Intensive Programme for Educationally 
Backward Minorities" and released Rs 72.81 lakh towards construction of 
classrooms to the newly opened primary schools/upgraded middle schools. 
Government also specified 15 schools in Gudalur and 3 schools in 
Ramanathapuram blocks. The list was subsequently revi sed by Government 
in February 2000 as the strength of minorities' chi ldren studying in those 
schools was negligible. 

The amount was drawn by the Director of Elementary Education (DEE) on 30 
March 2000 resulting in rush of expenditure. The amount was actually 
disbursed to the District Collectors, Nilgiris and Ramanathapuram only in 
April 2000. Thus, due to incorrect selection of schools and delay in drawal of 
the amount, the scheme was not implemented during 1999-2000, despite 
availability of funds. Though the amount of Rs 72.81 lakh was shown as 
expenditure in the service head, it remained unutilised with the District 
Collectors concerned. 

(v) Grant No. 60-4217.01.190.11.JA 

Formation of Metropolitan Infrastructure Development 
Corporation (Mega City) 

Based on the proposal made on 14 March 2000 by Tamil Nadu Urban Finance 
and Infrastructure Development Corporation (TUFIDCO), Government 
sanctioned Rs 15.96 crore on 30 March 2000, towards the matching share of 
the State Government for implementation of Mega City Programme by the 
TUFIDCO. Of this, Rs 14.96 crore was provided by reappropriation in March 
2000. 

The amount was drawn by the Commissioner of Municipal Administration and 
credited to Deposit account of TUFIDCO on 31 March 2000. Besides rush of 
expenditure in March 2000, the Government share was paid to TUFIDCO by 
reappropriation, without seeking approval of the Legislature through 
Supplementary Grant. 
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2.5 Funds flow for centrally sponsored schemes 

Government of India implements various centrally sponsored schemes by 
releasing funds either to the State Government as grants or direct to the 
implementing agencies. 

As revealed by the Finance Accounts, an amount of Rs 513.35 crore was 
received by the State Government as Central assistance during 1999-2000 for 
implementing various centrally sponsored schemes. Detail s of central 
assistance received during each quarter are as follows. 

Quarter Amount of central assistance received 
(Rupees in crore) 

I (April to June 1999) NIL 

II (July to September 1999) 123.71 

III (October to December 1999) 123.90 

IV (January to March 2000) 265 .74 

Total 513.35 

In 73 centrally sponsored schemes, expenditure of Rs 14.89 crore had been 
incurred without any budget provision. 

A review of funds received and utili sed for 9 centrally sponsored schemes# in 
Education Department revealed that as on 1 April 1999, Rs 31.29 crore 
remained unspent; Rs 3.90 crore were received during 1999-2000. After 
incurring an expenditure of Rs 19 crore, the unspent balance as on 31 March 
2000 was Rs 16. 19 crore. 

Major unspent balances were in the following schemes: 

(i) Restructuring and Reorganisation of Teachers Education 

Based on the " claims of Directorate of Teacher Education, Research and 
Training (DTERT), GOI released Rs 29. 13 crore for· the years 1997-98 and 
1998-99, while the expenditure was Rs 16.52 crore. The excess release of 
Rs 12.6 1 crore was utilised by adjusting the expenditure of Rs I 0.83 crore 
relating to 1999-2000 leaving an unspent balance of Rs 3. 74 crore which 
includes the balance unutilised (Rs 1.96 crore) on I April 1997. The amount 
claimed by the DTERT for 1997-98 and 1998-99 from GOI was thus much 
higher than the actual expenditure in these years on this programme. 

11 
l . Non-formal Education for children of 6-14 age group. 
2. Restructuring and Reorganisation of Teachers F ducation. 
3. Operation Black Board scheme. 
4. Improvement of Science Education in Schools. 
5. Integrated Education for Disabled Children. 
6. Yocationalisation of Secondary Education at + 2 level. 
7. Establishment of Shramik Vidyapeeth. 
8. Award of scholarships to the students studying Sanskrit in High/Higher Secondary 

schools and 
9. Assistance to eminent Sanskrit scholars in indigent circumstances. 
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(ii) Non-formal Education for children of 6 - 14 age group 

Delayed submission of proposal (March 1999) and issue of sanction 
(Rs 21.29 lakh) by Government in November 1999 caused belated receipt of 
Rs 3.09 crorc from Government of India (February 2000) for 90 new projects 
and for continuance of 7 old projects. This had resulted in non-utilisation of 
funds to the extent of Rs 3.33 crore as of March 2000. 

(iii) Operation Black Board 

Even after receipt of Government of India instructions to utilise the entire 
balance before September 1997, tenders for purchase of maps and charts in 
lieu of overhead projectors were finalised only in February 2000 and supplies 
were yet to be made. Consequently, Rs 1.56 crore intended for the purpose 
remained unspent (August 2000). 

2.6 Expenditure on New Service/New Instrument of Service 

(a) According to Article 205 of the Constitution, no expenditure should be 
incurred on a service not contemplated in the Budget except after getting vote 
of the Legislature or by an advance from Contingency Fund. 

During 1999-2000, expenditure totalling Rs 3.38 crore was incurred on 7 
schemes (Appendix X) where only token provision was made. The entire 
expenditure was met out of reappropriation in 2 schemes. In respect of one 
scheme, only token provision was made in budget and also in reappropriation 
and an expenditure of Rs 1.09 crore was incurred w ithout obtaining the 
approval of legislature. In another scheme, only token provision was made in 
the Budget and the entire expenditure of Rs 55.36 lakh incurred without 
supplementary provision or re-appropriation of funds. In respect · of the 
remaining 3 schemes, even the token provision was withdrawn and the 
expenditure was incurred without any provision. In 37 schemes, expenditure 
of Rs 25.54 crore was incurred without any original or supplementary 
provision or reappropriation and had to be treated as New Service/New . 
Instrument of Service as the prescribed procedure for drawal had not been 
fo llowed (Appendix XI). In 5 schemes, ·an expenditure of Rs 0.87 crore was 
incurred by utili sing the reappropriated funds(Appendix XII). 

(b) ln 4 other schemes (Appendix XIII), receiving assistance from 
Government of lndia and in respect of expenditure on natural calamities, 
though token provision was made in the Budget, expenditure of Rs 1.37 crore 
was incurred during the year without seeking supplementary grant. 

2. 7 Advances from Contingency Fund 

The corpus of the Contingency Fund placed at the disposal of Government of 
Tamil Nadu to meet unforeseen expenditure pending authorisation by the State 
Legislature was Rs 150 crorn for the year 1999-2000. 136 sanctions were 
issued during 1999-2000 advancing Rs 146.45 crore from the Contingency 
Fund. It was noticed that: 

36 



2-24-11 

Chapter II - Appropriation Audit and Control over expenditure 

(i) six sanctions amounting to Rs 7.92 crore were neither operated nor 
cancelled ; and 

(ii) the actual expenditure (Rs 1.22 lakh) against one sanction was less 
than 5 per cent of the amount sanctioned (Rs 25 lakh). 

2.8 Trend of Recoveries and Credits 

Under the system of gross budgeting, the demands for grants presented to the 
Legislature are for gross expenditure and exclude all credits and recoveries 
which are adjusted in the accounts in reduction of expenditure; the anticipated 
recoveries and credits are shown separately in the Budget estimates. During 
1999-2000 the anticipated recoveries were Rs 261.05 crore and the actual 
recoveries were much higher at Rs 1255.34 crore. Some of the important 
cases of shortfall/excess as compared to estimates are detailed in 
Appendix XIV. 

2.9 Non-receipt of explanations for saving/excess 

After the close of each financial year, the detailed Appropriation Accounts 
showing the final grants/appropriations, the actual expenditure and the 
resultant variations are sent to the controlling officers requiring them to 
explain significant variations under the heads. Out of 481 sub-heads, the 
explanations for variations were not received in respect of 361 sub-heads (75 
per cent) (August 2000). 

2.10 Unreconciled expenditure 

Departmental figures of expenditure should be reconciled with those of the 
Principal Accountant General (Accounts and Entitlements) every month. The 
reconciliation had, however, remained in arrears in several departments. 

The number of controlling officers who did not reconcile their figures and the 
amounts involved were as under: 

(Rupees in crore ) 
Year Number of controlling officers Amount not 

who did not reconcile their fi2ures reconciled 
1992-93 2 1.15 
1993-94 6 22.47 
1994-95 5 0.69 
1995-96 5 3.38 
1996-97 9 16.57 
1997-98 17 45.72 
1998-99 18 102.45 

1999-2000 9 1 787.55 

Total 153 979.98 

Amounts exceeding Rs 10 crore in each case remained unreconciled during 
1999-2000 in respect of the following 15 controlling officers. 
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Serial 
Number 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

I I. 

12. 

13. 

14 . 

15. 

Controlling Officers 

Commissioner of Fi sheries. C henna i 

Commissioner of C ivil Supplies and Consumer Protection, 
Chennai 

Registrar, Cooperative Societies, C henna i 

Director, Teacher Education, Research and Training, 
C henna i 

Conservator of Forests, Sa lem C ircle. Salem 

Director o f Hand looms and Textiles, Chcnnai 

Director. Public Hea lth and Preventive Medicine. 
C henna i 

Director o f Medica l Education, Chennai 

Inspector General of Prison, (Headquarte rs), Chenna i 

Director o f Fire Services, C hennai 

C hief Engineer (General), Highways (General), 
C hennai 

The Comm issioner of Munic ipal Administration, 
C hennai 

The Comm issioner o f Land Administration, Chennai 

Principa l Commissione r of Revenue Adm inistration, 
Chennai 

Director of Rura l Deve lopment, Chennai 

2.11 Reserve Funds 

(Rupees in crore) 

Amount not 
reconciled 

13.95 

26.19 

10.86 

19.37 

13.3 1 

62. 14 

19. 17 

122.10 

26.59 

19.22 

66.92 

34.57 

14.39 

183.88 

36.86 

Reserve Funds arc constituted by the State Government under a statutory 
provision or otherwise, either by allotment of sums from the Consolidated 
Fund of the State or from grants or contributions made by other Governments 
or outside agencies, fo r spending for specific and particular purposes for 
which they have been constituted. As of 31 March 2000, the accumulated 
balances in various Reserve Funds were Rs 1212.10• crore. 

Review of the transactions under Reserve Funds revealed that: 

(i) The Depreciation Reserve Fund (Milk scheme - Central Dairy, 
Madhavaram under "8 1 15 - Deprec iation/Renewal Reserve Funds") had not 
been operated fo r more than 13 years and an accumulation of Rs l .06 crore 
was still lying under thi s fund ; 

(ii) Though the Urban Development Fund was abolished in September 
1993 , the accumulated balance of the fu n~ as on 31 March 2000 (Rs 657.11 
crore) continued to exist in Government accounts; 

(iii) For want of ba lance, expenditure of Rs 29.66 crore could not be 
recovered from the ' Religious and Charitable Endowments Fund'. 

Inc ludes amount under Major Head 8449. 103.Subventions from Centra l Road Fund: 
Rs 7.85 crore. 
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3.1 Implementation of environmental Acts and Rules relating to 
Water Pollution 
(Environment and Forests Department) 

Summary Highlights 

Government of India enacted the Water (prevention and control of · 
pollution) Act 1974 and Water (Prevention and Control of Pollution) Cess 
A ct 1977 with the objective of prevention, control and abatement of water 
pollution through planning comprehensive programmes. Tamil Nadu 
Pollution Control Board constituted in 1982 and Department of 
Environment created in October 1995 are entrusted with the responsibility of 
environmental management in the State. The Urban local bodies had not 
provided sewage treatment plants for treatment of effluent water before 
letting into water courses; industrial units were functioning in the State 
without getting the consent renewed from Tamil Nadu Pollution Control 
Board and no penal/legal action was taken by the Tamil Nadu Pollution 
Control Board 011 defaulting i11dustries as contemplated in the Act. 
Inspection of highly polluting industries had not been carried out regularly. 
The quality of water in various water sources in the State was found to be 
below standard co11tinuously. 

The water quality in the State, as seen from the analysis of water 
samples taken from various water sources continued to be below standard 
during 1994-99 to the extent of 57 to 67 per cent of total samples analysed. 
Tamil Nadu Water Supply and Drainage Board also reported that about 
44 per cent of water sources in the State were found to be not potable due 
to various reasons. Thus the water quality had not improved since 1994. 

(Paragraphs 3.1.4.2 and 3.1.4.4) 

One hundred and one out of 108 Urban Local Bodies had not 
provided Sewage Treatment Plants, with the result, the domestic 
sewerage water continued to be let into streams, rivers and water courses 
without treatment, thus polluting the water sources. 

(Paragraph 3.1.5.l (b)) 

Of the 6639 units of large and medium scale industries, 136 units 
had not provided Effluent Treatment Plants and continue to pollute the 
water courses and land. 

(Paragraph 3.l .5.2(a)) 

Eight Common Effluent Treatment Plants taken up for 
construction during 1996-99 had not been completed; an amount of 
Rs 2.26 crore was released as subsidy to these plants. 

(Paragraph 3. l.5.2(b)) 

As of March 2000, 2303 industries had not applied for renewal of 
consent to the Board. 

(Paragraph 3.1.6. t) 

Shortfall ranging between 6 to 92 and 28 to l 00 per cent was 
noticed in carrying out inspections during 1995-99 under Red and Orange 
categories of industries respectively resulting in poor monitoring of the 

Abbreviations used in this review are listed in the Glossary in Appendix XL VII 
(page 276). 
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industries; large number of vacancies in the posts of Assistant Engineers 
and Assistant Environmental Engineers were noticed. 

(Paragraph 3.1.7.1) 

Under National River Conservation Plan, out of Rs 9.10 crore 
released by Government of India upto March 2000, Rs 8.18 crore were 
only spent. The delay in execution of work was attributed to site 
conditions and the change of technology; Rs 23.24 lakh given for the 
establishment of a compost yard was not utilised from December 1997 by 
Bhavani Municipality for want of suitable land. 

(Paragraph 3.1.8.3) 

3.1.1 Introduction 

Pollution is perceptible in the fo rm of alteration of physical, chemical and 
biological qualities of natural resources - water, ai r and land. As far as Tamil 
Nadu is concerned, a profi le of the pollution in the State is detailed below: 

(i) Air Pollution: Air pollution is caused by stationary sources such as thermal 
power stations, cement plants, oil refineries, chemical industries and mobile 
sources such as automobiles. With the increased industrial activity in the 
vicinity of the major cities and resultant discharge of emissions and also due to 
increase in vehicular population, the ambient air quality is affected. 

A survey conducted during 1998-99 shows that the air pollution is general ly 
within the standards in Tamil adu. 

(ii) Water Pollution: In Tamil Nadu, the agri cultural, industrial and domestic 
activities depend to a large extent on the ground water. Over-extraction of 
ground water and discharge of wastes back into surface/ground water make 
the water polluted. Also releasing effluents without treatment into water 
sources causes pollution. 

(iii ) Hazardous wastes: Hazardous wastes consist of water so luble chemical 
components of Lead, Copper, Zinc etc., waste oi l and oil emulsion, 
acid/alkaline/slurry wastes, Mercury, Arsenic, Thallium and Cadmium bearing 
wastes etc. About 3.91 lakh tonnes of hazardous wastes of di fferent categories 
are generated in the State per annum. 50 per cent of the wastes are recyclable 
and the remaining wastes are to be treated and disposed. 

Water is polluted by fo ur kinds of substances viz ., trad itional organic waste, 
waste generated from industrial processes, chemical agents for fertili sers and 
pesticides for crop protection and silt from degraded catchments. With a view 
to protect the environment, Government of India enacted the Water 
(Prevention and Control of Pollution) Act, 1974 amended in 1978 and 1988 
and the Air (Prevention and Control of Pollution) Act, 198 1 amended in 1987, 
Water (Prevention and Control of Pollution) Cess Act, 1977 amended in 199 1 
and Environment (Protection) Act, 1986. These Acts aim at prevention, 
control and abatement of water and air pollution through planning 
comprehensive programmes and securing execution thereof and also to 
establish Central and State Boards fo r prevention and regulation of pol lution. 
The main objective of the State Pollution Contro l Board is to contro l and 
monitor pollution level of water, air and land and to maintain or restore the 
wholesomeness of water and air in the State. The Government in September 
1983 have notified the Tamil Nadu Water (Prevention and Contro l of 
Pollution) Rules, 1983. 
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An audit of implementation of environmental Acts and Rules relating to Water 
Pollution has been taken up this year to assess the current status in the 
prevention and treatment of water pollution in the State. 

3.1.2 Organisational set up 

(i) At the Government level, Secr.etary to Government, Environment and 
Forest Department is in overall charge. 

(ii) Tamil Nadu Po llution Control Board was constituted in February 1982 
to exerc ise the powers and to perform the functions ass igned through the 
Water Act and the Water Cess Act. The Board has a three tier set-up 
consisting of the Head office at Chennai , Regional Offices and District 
Offices . Five Regional offices had been fom1ed to superv ise the function ing 
of district level offices and to monitor the highly polluting industries. The 
di strict offices are implementing the pollution control schemes and measures 
at the field leve l. There are three Advanced Environmental Laboratories, 
eleven District Environmental Laboratories and three Mobi le Environmental 
Laboratories, provided with sophisticated instruments and equipment to carry 
out ana lytical and scientifi c activiti es. 

(ii i) In October 1995, the Government of Tamil Nadu (GTN) created the 
Directorate o f Environment to act as a nodal department for dealing with 
environmental management in the State and for implementation of major 
projects like pollution abatement in river Cauvery, coastal monitoring system, 
Nationa l Lake Conservation Plan etc. lt also deals w ith all aspects of 
environment other than those dealt with by Tamil Nadu Pollution Control 
Board. 

(iv) Samples from water sources were analysed by Tamil Nadu Water 
Supply and Drainage (T W AD) Board through 28 D istrict laboratories and one 
mobile laboratory and by Directorate of Public Health and Preventive 
Medic ine th t·ough one Chief Water Analyst each at Chennai and Coimbatore. 

3. 1.3 Audit Coverage 

The principal aim of audit is to assess the degree o f compliance shown in the 
enforcement of the law, ru les and regulations govern ing po ll ution control. A 
test-check of records relating to survey, water quality in the State and schemes 
undertaken for treating the water, Central and State schemes implemented for 
prevention, control or abatement of water pollution covering the period 1994-
95 to 1999-2000 was conducted in the offices of the Directorate of 
Environment, TWAD Board, 2 divisions of TWAD Board at Erode and 
T iruchirappalli and Directorate of Public Health and Preventive Medicine. 
Besides, all the requi red particulars were obtained from the Tamil Nadu 
Pollution Control Board (Board). 

Important po ints noticed in audit are discussed in the succeeding paragraphs . 
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3. 1.4 Water quality in the State 

3.1.4. 1 The following two sponsored schemes of Government of India (GOI) 
were implemented by the Board for testing water quality in the State. 

(i) Under Global Environmental Monitoring System (GEMS), in river 
Cauvery, surface water samples at 3 stati•Jns were collected for physio
chemical and micro-biological parameters and reports sent to Central Pollution 
Control Board. 

(ii) Under Monitoring of India National Aquatic Resource System 
(MTNARS), water quality at Cauvery, Tamirabarani , Vaigai, Palar rivers and 
at a few lakes were analysed at several stations for physio-chemical and 
bacteriological parameters and reports sent to Central Pollution Control Board. 

The Board intimated in May 2000 that parameters for pH, faecal and total 
coliform had exceeded the tolerance limits from 1994-95 to 1998-99 in most 
of the stations where GEMS and MINARS schemes were monitored. Though 
the concerned local bodies were addressed (October 1997) to have a time 
bound programme for proper treatment of sewages before letting them into 
rivers and waterways, and reminded periodically by the Board, there was no 
response. 

3.1.4.2 Data given by the Chief Water Analyst, Chenna i regarding the results 
of water analysis from the protected water sources (rivers, draw wells, lakes 
and reservoirs) in 23 di stricts during the period 1994-95 to 1998-99 revealed 
that the quality of water in 57 to 67 per cent of the samples was below 
standard (Appendix XV). Thus, the water quality in the State had not been 
improved since 1994. 

3. 1.4.3 As per the details furnished (February 2000) by the Director of Public 
Health and Preventive Medicine, there were 1903 deaths reported through 
cholera and acute diarrhoea and other diseases during the period 1994-99, due 
to major infection caused by leakage of pipeline, bore well , improper 
maintenance of overhead tanks and contamination of water from wells, 
streams and ri vers. 

3. 1.4.4 According to information furnished by the Chief Water Analyst, 
TW AD Board to Audit, about 9 per cent of water sources in the State were not 
potable due to excessive flouride, about 10 per cent due to excessive nitrate, 
about 7 per cent due to excess ive iron and about 18 per cent due to excessive 
total dissolved solids. While sources in the districts of Dharmapuri , Salem and 
Erode were severely affected by excessive fluoride , the level of nitrate in 
water is high in the districts of Tiruvannamalai , Salem, Dharmapuri and Erode 
mainly due to application of fertili zers. The problem of salinity was 
significant in Ramanathapuram District. 
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3.1.5 Water Treatment 

3.1.5.1 Treatment of domestic sewage water 

a) Local bodies did not obtain consent 

According to Section 25 of Water (Prevention and Control of Pollution) Act 
1974, a ll loca l bodies have to apply for consent to the State Pollution Control 
Board, as they discharge sewage into water course. Audit observed that only 3 
out of I 08 urban local bodies (6 Municipa l Corporations and I 02 
Municipalities) had applied for consent to the Board. Other remaining rural 
local bodies like Panchayat Unions and Panchayats and Urban Town 
Panchayats had not obtained consent even though these also attracted the 
provisions of the Act. 

b) Non-provision of sewage treatment plants by local bodies 

As per the sections 25 and 27 of Water Act, the loca l bodies should treat the 
effluent water before letting them into waterways. However, out of 6 
Municipal Corporations and 102 Municipalities, only 7 local bodies1 had 
Sewage Treatment Plants (STP) to treat the effluent water before letting them 
into streams, rivers etc. The remaining I 01 local bodies had not provided any 
STPs and around 864 MLD of untreated water was let into streams, rivers etc. 
without treatment, polluting the water sources continuous ly. These local 
bodies could not implement schemes for sewage and solid wastes due to 
financial constraints. This plea, however, looked very weak since despite the 
offer of GOI for meeting a portion of the expenditure on installing the STPs, 
tht; local bodies had not taken any action in this matter so far. 

The Board stated (November 2000) that the local bodies had been addressed to 
furni sh comprehensive proposals for mitigating sewage and solid waste 
proble ms and they were yet to furnish necessary proposals. The Board also 
stated that proposals for utilising Central assistance for the treatment and 
disposal o f sewage in certain reaches of certain local bodies are under 
consideration under "National River Conservation Plan". 

3.1.5.2 Treatment of pollution load due to industrial activities 

As per the provisions of the Water Act, industries discharging sewage/trade 
effluent are required to secure consent of the Board. All the industries 
generating e ffluent were to provide Effluent Treatment Plants (ETPs) to treat 
the effluent to achieve the standards prescribed by the Board. The Board 
fixed, (as far back as in February 1984) the tolerance limits for discharge of 
trade effluent into inland surface water, public sewers, marine coastal areas 
and on land for irrigation. 

There were about 6639 industries in the State required to provide ETPs, 
besides 939 tanneries, 4173 textile bleaching and dyeing industries. Twenty 
seven per cent of industries had not provided the effluent plants so far (March 
2000) as discussed in the succeeding paragraph. 

Chennai , Coimbatore Madurai, Tiruchirappalli and Tirunelveli Corporations, 
Tuticorin and Udhagamandalam Municipalities. 
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(a) Selling up of ETPs by industries 

Of the 6639 large and medium scale industrial units in the State as of M arch 
2000, which di scharge trade effluents, 5304 units had prov ided ETPs and 1335 
units had not provided ETPs so far. 

The Board stated (November 2000) that it had closed 11 99 units as per the 
directions of High Court and the rema ining i 36 units wh ich were at various 
stages of constructing the ETPs had been addressed to expedite the 
construction of ETPs either individually or collectively. 

As per the report (November 1999) on status of environment in the State 
prepared by the Board. out of 939 tanneries, 132 have provided individual 
ETPs. Out of 26 Common Effluent Treatment Plants (CETP) to be provided 
for 772 tanneries, 12 CETPs for 620 tanneries have been provided and were in 
operation and the remaining 14 CETPs at Tiruchirappall i and Vellore were 
under insta llation. 35 Tanneries had not provided any ETP so far (March 
2000). 

Similarly out of 4173 textile bleaching and dyeing industries which are major 
polluting industries, CETPs have been prov ided for 537 units and the 
installation of CETP was under progress in 905 industries. Closure orders had 
been issued to 82 1 units which had not applied for consent of the Board and 
which had not provided ETPs. Particulars for the remaining 1910 units were 
not available. Audit comments regarding ineffective inspection and working 
of ETPs are discussed in Paragraph 3.1. 7.2. 

(b) Common E./Jluent Treatment Plants 

(i) As the cost of setting up of individual effluent treatment plants was 
high especia lly for medium and small scale industrial units, GOI introduced 
the scheme of Common Effluent Treatment Plants (CETPs) in June 1990. 
Under the scheme the promoters2 approach Government for availing central 
and state subsidies and the financial institutions for getting loan. 

During the period 1994-95 to 1999-2000, GOI and State Government provided 
Rs 2 l .98 crore and Rs 26.40 crore respectively towards their share of subsidies 
to the promoter companies for setting up 49 CETPs at a project cost of Rs 
133.36 crore including an institutional finance of Rs 34.58 crore and 
promoter's share of Rs 24.85 crore. As per the particulars furni shed 
(November 2000) by the Board for the period ending 31 July 2000, 38 CETPs 
had been completed and were functi.onal, 3 CETPs were under trial run and 8 
CETPs were under progress. The funds involved under these works in 
progress were as given below. 

(R upees m crore 
Number Project Subsidy received Subsidy r'cleased to the Subsidy I nsti- Promoter' s 
of works cost Board - released tutional share 
in State Central Total State Central Total 

for the Finance released 
progress share share share Share work released 

8 19.42 3.62 2.52 6.1 4 3.62 0.93 4.55 2.26 NIL 4.22 

Audit observed that though the proposed sjiare of promoters for these CETPs 
were collected and utilised for the work, the institutional finance proposed 
(Rs 6. 18 crore) was not released. 

A company formed by the cluster o f small scale industries for taking initiatives in 
installing CETPs for rhe industries. 
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3. 1.5.3 Non-provision of Interlocking system 

Central Pollution Control Board directed (November 1995) the State Board to 
instruct the high polluting industrial units to interlock pollution control 
equipment with production machinery in such a way that production be 
automatically stopped in the absence of operation of pollution control 
equipment. Despite the issue of resolution by the State Board in May 1996 
directing the high polluting industri es to have the interlocking system within 3 
months, the interlocking system had not been provided by these industries so 
far. The Board had no effective sol ution to the problem and merely stated 
(September 2000) that instructions were issued to the industries to find a way 
to insta ll interlocking system with the consultation of technology experts and 
come up w ith a so lution after having di scuss ion with Joint Chief 
Environmental Engineers and District Environmental Engineers. The fact that 
even after 5 years of the instructions, the system is not in place anywhere 
suggests lackadaisical approach of the Board in the matter. 

3.1.6 Other points of interest 

3.1. 6. J Issue/Renewal of consent to industrial units 

As per section 25/26 of the Water Act, all new/existing industries that 
discharge sewage or trade effluents have to obtain consent from the Board for 
their establishment and operation. The Board identifies industries which 
attract section 25/'f 6 of the Act in a phased manner. 

Out of 20532 units identified by the Board, 18229 units had applied for 
renewal of consent and as of March 2000, the same has been issued to 15425 
units; 2303 units had not applied for consent (March 2000). 

In respect of 198 large scale industries categorised as highly polluting, by GOI 
and w hich required close monitoring by the Board, there were huge arrears in 
renewing their consent. Even though all 198 units were remitting the consent 
fees annually, consent has been renewed fo r 52 units only for the year 1999-
2000. In respect of the remai ning 146 units, consent was not renewed by the 
Board on the plea that the units were being persuaded to upgrade their 
treatment plants and non-renewal would act as a check for fu rther 
improvement. This wou ld only indicate that the Board was lukewarm in the 
discharge of its statutory functions and was unable t0 implement the pollution 
control .measures strictly in respect of these industries. It resorted to the 
postponement of renewal of consent to these industries as a temporary 
measure, but the industries continued to function even without renewal of 
consent by the Board. 

The Board stated (November 2000) that based on the report of analysis of 
samples collected every fortn ight and survey conducted annually, the 
industries were directed to carry out the required improvement measures and 
in case of non-compliance, show cause notices were issued. Accordingly, the 
Board had issued show cause notices to 38 industries between November 1999 
and June 2000 and closure directions to 2 industries in March 2000 and 
August 2000. The fact remains that 144 highly polluting industries continued 
to function although their effluents had not been treated to the required 
standard. 
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3. 1.6.2 Idle equipment 

Equipment for analysing the samples of water and a ir effluents (value: 
Rs 2.64 crore), given by the World Bank to the Board and supplied to 11 
district laboratories in May 1998 were kept idle without utilisation during the 
period May 1998 to Apri l 2000 due to non-avai labi lity of gas for the operation 
o f equipment. The Board permitted the laboratories to hire the requisite gas 
cylinders only in May 2000. Fresh tenders for the purchase of gas cylinders 
were under scrutiny (November 2000). 

3. 1.6.3 Water cess 

A water cess, on the basis o f quantity of water consumed, was levied by GOI 
through State Board on the loca l bodies and on certain specified industries . 
GOl is re imbursing 80 per cent of such water cess collected, to the State 
Board. An amount o f Rs 14.87 crore was recei ved by the Board through 
reimbursement o f wa ter cess during the period 1994-95 to l 998-99. 

Audit observed that out o f 540 local bodies, 14 local bodies only had pa id the 
water ccss and an amount of Rs 9.99 crore was due from 526 local bodies 
towards water cess fo r the period 1992-99. 

The water cess due fro m industri es increased from Rs 8.20 crore as on 3 1 
March 1994 to Rs 35.3 1 crore as on 3 1 March 1999, indicating that no 
e ffecti ve action was taken to co llect the dues. 

The Board stated (November 2000) that out of Rs 35.31 crore, Rs 31.37 crore 
were due from Ennore Thermal Power Station (Rs 15.08 crore), North 
Chennai Thermal Power Station (Rs 8.20 crore) and Thoothukud i Thermal 
Power Station (Rs 8.09 crore) and the Board had addressed the Chairman, 
Tami l Nadu Electricity Board in this regard. 

3.1. 6.4 Unutilised subsidy 

State Government ordered that the subsidies received from GOI and the State 
share released towards the establishment of CETPs were to be deposited in the 
deposit account of the Board. Though not required for utilisation 
immediately, the Board transferred Rs 6.36 crore from its deposit account to 
its current account and the amount was kept unutil ised as of December 1999. 

3.1. 7 Monitoring of industries 

3.1. 7. J inspection of Industries 

Inspection of industries was to be made by the offi cers according to the 
frequencies fixed in 1994 as fol lows. 

Large Medium Small 

Red category Once in a month Once in two months Once in th ree to fo ur 
(Highly po lluting) months 
Orange category Once in two months Once in three Once in four to six 
(Medium polluting) months months 

Green category Once in three Once in six months Once in a year 
(Less polluting) months 
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The inspections were required to be carried out by Assistant Engineers 
(AEs)/Assistant Environmental Engineers (AEEs) only. No specific target for 
inspection had been fixed for the officers above the level of AEs/AEEs. 

There was a huge shortfall in inspection of large industries, in the 7 district 
offices covered by Audit. The shortfall ranged from 6 to 92 per cent in respect 
of Red category and from 28 to I 00 per cent in respect of orange category 
industries during 1995-99. The monitoring of industries was thus highly 
unsatisfactory . 

A number of posts of AE and AEE were vacant. Out of the 36 sanctioned 
posts of AEE, 14 posts were only operated and the remaining 22 posts were 
vacant and out of the 157 posts of AE, 89 posts were only operated and the 
remaining 68 posts were lying vacant (June 2000) of which 42 posts were 
vacant from 1996-97 onwards. The Board reported (September 2000) that it is 
taking action for filling up the posts in a phased manner taking into account 
the opening of new district offices and after considering the promotional 
aspects of the post of A Es to the post of AEEs. 

3.1. 7. 2 After conducting inspections, the shortfalls, deficiencies etc. noticed 
during such inspections were intimated by the Board to the units inspected for 
carrying out necessary improvement for abatement of pollution. Nineteen 
industries covered by 6 district offices had taken no corrective action after 
inspection. Of this, 5 important cases are discussed below in brief. 

(i) Ambur Cooperative Sugar Mills Limited 

Consent to operate the unit was renewed in May 1998 subject to their clos ing 
of earthen tanks within one month, utilising the entire quantity of trade 
effluent for irrigation on their own land and stabilisation of ETP before the 
next crushing season so as to meet the standards fixed by the Board. The unit 
discharged effluent outside its premises, which reached Palar river and there 
was no marked improvement in the operation of ETPs as noticed by the Board 
during inspections in January 1999, June 1999 and January 2000. The unit did 
not comply with pollution control standards despite the issue of show-cause 
notices by the Board from 1997 onwards. 

The Board stated (November 2000) that as per the orders of High Court, the 
unit had been requested to conduct study on the treatment system provided and 
added that the unit had closed the earthen pits. 

(ii) Tamil Nadu Industrial Explosives Limited, Christianpet 

Analysis of samples of trade effluents, collected in April and May 1997 
revealed that the tolerance limits prescribed by the Board were exceeded 
because of the non-operation of ETP. District Environmental Engineer (DEE), 
Vellore found during inspections in June 1997 that the unit had not provided 
any treatment except neutralisation for the Soda ash plant. As the Industry had 
not repaired the 2 numbers of Neutralisation/settling tanks of ETP, it was 
directed to install a full-fledged ETP and STP early. The industry had not yet 
installed the ETP and a show-cause notice was issued by the Board in March 
2000, to which no reply had been received (November 2000). 

(iii) Mis. Kamar Chemicals and Industries Limited, Ranipet 

Analysis of treated effluent samples collected from the Industry from 
September 1996 to August 1997 revealed that the same exceeded the tolerance 
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limits permitted. The unit had not complied with instructions to arrest leakage 
and percolation by providing the requisite tanks; flow measuring device and 
sludge collecti on pit was not provided; the drain carrying effluents was found 
to be damaged and effluents were discharged on land outside the premises. 
No proper measures to control pollution were taken by the unit till date. 
Board issued show-cause notice in April 1999 and later gave di rections in 
August 1999 to recti fy the defects, but took no penal action. 

(iv) Mis. NPKRR Cooperative Sugar Mills Limited, Thalai Nairu 

Inspections conducted during March 1998 to October 1999 revealed that the 
pollution control standards were not adhered to, as the aerati on tank was not in 
operation and trade effluent bye-passed and stagnated on land, molasses was 
stored in earthen pits affecting ground water, untreated e ffluen t was pumped 
out to Public Works Department channel affecting the nearby agricultural land 
drawing water from the channel. There were huge public protests and 
complaints and the Board issued show-cause notices in May 1998 and March 
1999. The unit has not adhered to the pollution control standards so far 
(March 2000). The Board stated that on inspection of the unit in June 2000, it 
was fou nd that the unit had stored the molasses in steel tanks and the unit had 
been di rected to utilise the entire quantity of treated trade effluent for 
irrigation. 

(v) Mis ELGJ Equipments limited, Singanallur 

The unit was given consent upto March l 992. When the unit appl ied for 
expansion in November 1995, the Board said that consent for such expansion 
would be given only after the industry obtained a no-objection certificate from 
the Ministry of Environment and Forests, GOI. Proposals for expansion, after 
due public hearing were sent to GOI in May 1999 and the clearance from GOl 
was awaited. However, during inspection in January 2000, Assistant 
Engineer, Coimbatore found the foundry expansion project and the heat 
treatment section had been commissioned without the consent of the Board. 
The DEE, Coimbatore informed the Board (August 2000) that the unit had not 
taken any action to stop the manufac ture of additional products for which 
consent was not given and recommended for the issue of closure direction 
under section 33A of the Water Act or to issue direction to restrict the 
products manufactured. 

3.1.7.3 The Board is empowered to take action against the erring industries 
under section 33A of the Water (Prevention and Contro l of Pollution) Act 
1974, as amended in 1988 which include (a) the closure, prohibition or 
regulation of any industry, operation or process or (b) the stoppage or 
regulation of supply of electricity, water or any other service. 

/\ perusal of the detai ls collected from the Board and three district units 
revealed that though adequate action fo r abatement of pollution was not taken 
in the fo llowing cases, no pena l action was taken by the Board on such erring 
industries, as contemplated in the Act, except issue of show-cause notice in 
certain cases. 

(a) Mis Kovai Maruthi Paper and Boards Limited, Paramathi 

Analysis of treated effluent samples collected in August/September 1998 
showed that the parameters such as total suspended solids, total dissolved 
solids and sulphate exceeded the limits prescribed by the Board. Despite issue 
of wa rning by the Jo int Chief Environmental Eng ineer in December 1998 the 
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Industry continued discharge of effluent without treatment. Subsequent 
analysis of samples collected from August 1999 to November 1999 revealed 
that the parameters fixed by the Board were not met. Though the Board could 
have taken action for the closuf'e of the unit under Section 33 A of Water Act, 
it did not take any action so far (March 2000). 

The Board stated (November 2000)'that necessary instructions had been issued 
to the industry to revamp the existing ETP so as to improve effluent treatment 
facilities. 

(b) Mis Coimbatore Pioneer Fertilizers Limited, Coimbatore 

While renewing the consent to the Industry during 1995, Board demanded a 
time-bound schedule for providing Double Conversion and Double Adoption 
(DCDA) system instead of scrubber system for better pollution control and 
this condition was repdted every year after 1995 in the renewal consent order. 
The unit requested extension of time stating that the provision of DCDA 
would involve higher cost. As of March 2000, the unit had not provided the 
DCDA. Board stated (November 2000) that it had insisted the unit to give a 
time-bound schedule for thi~ purpose. 

(c) (i) Mis Sterlite Industries, Tuticorin 

(ii) Ennore Thermal Power Station 

Huge quantities of hazardous waste and solid waste in various forms had been 
stored within the premises of the units with the possibility of polluting the 
neighbourhood, especially during rainy season. _ 

The BoaFd stated (N0:vember 2000) that M/s. Sterlite Industries had placed an 
order on National Metallurgical Laboratory, Jamshedpur for identifying areas 
of effective utilisation of the graduated slag stored in the premises; Ennore 
Them1al Power Station had been addressed to improve the dry fly ash 
utilisation as per the notification issued in September 1999. 

(d) (i) Mis Arignar Anna Sugar Mills Limited 

(ii) Mis Chengalvarayan Cooperative Sugar Mills Limited 

These two sugar mills stored about 6660 tonnes of molasses in earthen pits as 
of April 1999, which would cause pollution to the ground water. As per the 
conditions in the consent order and instructions issued by the Board in January 
1999, molasses should be stored in steel storage tanks only. Despite issue of 
direction by the Board in June 2000, M/s. Arignar Anna Sugar Mills had not 
removed the molasses stored in earthen pit. 

3 .1. 7.4 As per the particulars furnished (February 2000) by the Board, the 
Board prosecuted 321 industries during January 1985 to December 1999 under 
Water Act. The court had convicted 73 industries and acquitted 148 
industries. 100 cases were pending as of December 1999. 
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3.1.8 Schemes implemented under the control of Directorate of 
Environment 

3.1.8. l The schemes "Coastal Monitoring Programme" and "National River 
Conservation Plan" commenced during the Eighth plan period were conti nued 
to be implemented during the Ninth plan period also. 

3.1.8.2 The schemes "Pollution abatement in other ri vers'', "Eco-restoration of 
Udhagamandalam and Kodaikanal lakes", "Eco-restoration of certain other 
important lakes" proposed to be implemented by the Department of 
Environment during Ninth fi ve year plan period were at the proposal stage 
only and the proposals had not been approved by Government as of March 
2000. 

3. 1.8.3 National River Conservation Plan 

GOI approved (July I 995) the proposal for prevention of pollution in ri ver 
Cauvery in Tami l Nadu at a cost of Rs 38.20 crore under National River 
Conservation Plan (NRCP) to be implemented in a period of I 0 years. 
Pollution abatement works in Cauvery river were being undertaken in the most 
polluted stretches of Erode, Bhavani, Komarapalayam, Pall ipalayam and 
Tiruchirappalli . The project was implemented in the State as a Centrally 
sponsored scheme from 1996-97 onwards. 

The project consists of two major components viz., Core scheme and Non
core schemes. The core schemes3 were executed by TW AD Board and the 
non-core schemes4 were executed by the concerned local bodies. The 
expenditure on the project was equally borne by GOl and GTN for the year 
1996-97. From April I 997, the entire expenditure was to be borne by GOl 
except the expenditure on land acquisition which was to be met by GTN only. 
The Director of Environment is the nodal agency for implementing the project. 

As of March 2000, against the approved outlay of Rs 38.20 crore, Detailed 
Project Reports (DPRs) for the value of Rs 21.96 crore were got approved by 
GOI, who released Rs 9. 10 crore to the State upto March 2000. Of this 
Rs 8. 18 crore (core schemes; Rs 6. 18 crore and non-core schemes; Rs 2 crore) 
were spent (November 2000). 

(a) Due to change of technology and site condi tions revised DPRs were 
prepared for 9 works ( 8 I & D and 1 STP)and sent to GOI during Ju ly 1999, 
of which 3 revised DP Rs were approved by GOI (March 2000). 

The revision of nine DPRs upto March 2000 involve an escalation of Rs 4.62 
crore. As of March 2000, one I & D work (Stretch III) at Tiruchirappalli on ly 
was completed. Further delay in execution of work would result in more cost 
escalation. 

b) Bhavani Municipality was provided with a grant of Rs 76.15 lakh in 
December 1997 for the implementation of non-core schemes of which 
Rs 44.53 lakh was incurred upto March 2000 leaving a balance of Rs 3 1 .62 
lakh unutilised. This included Rs 23.24 lakh provided for the construction of a 
compost yard, which was not taken up for want of suitable land. 

Core schemes: Interception and diversion of sewage (I & D) (Rs 15.69 crore), 
Establishment of sewage treatment plants (STP) (Rs 13.86 crore). 
Non-core schemes: Low cost sanitation (LCS): Rs 1. 18 crore, Works on River Front 
Development (RFD): Rs l.14 crore, Wood-based Crematoria (WC) : 
Rs 0.05 crore, Solid waste disposal by provid ing compost yard (WC): Rs 0.20 crorc, 
afforestation works: Rs 0 .30 crore and community participation : Rs 0.35 crore. 
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c) According to the terms and conditions for the release of grants under 
the NRCP, the amount was to be kept in a bank account earning interest and 
the interest thus earned has to be reported to the NRCP Directorate and would 
be treated as a credit to the grantee, adjustable towards further instalment of 
grants. But, this had not been done either by the implementing agencies 
(TW AD Board and local bodies) or the monitoring agency (Directorate of 
Environment - DOE). TWAD Board continued to keep the funds in its 
deposit account, which carries no interest. 

3.1. 9 Non-utilisation of mandatory income for creation of pollution 
awareness and improving water quality 

The Board had received Rs 44.72 crore by way of consent fees and sale of 
consent forms and Rs 14.87 crore through reimbursement of water cess during 
the period 1994-95 to 1998-99. Besides, an amount of.Rs 8.15 crore had also 
been received by way of analysis charges through laboratories during the 
above period. 

The Board is getting grants from GOl /State Government for pollution control 
schemes. As of March 1999, the Board had a surplus of income over 
expenditure to the tune of about Rs 43.73 crore and was relatively free to take 
up the important functions entrusted to them like pollution control awareness 
and mass education programmes, measures to encourage, conduct and 
participate in the investigations and research relating to problems, prevention, 
control or abatement of water pollution. However, it was observed that the 
Board had not spent any appreciable sums on any such activities apart from 
setting up new laboratories and conducting a few training programmes, 
seminars etc. through the Board's staff. The Research and Development Wing 
of the Board functioning from July 1995 with skeleton staff had also not done 
much except for a solitary project of Bio-treatment of tannery effluent by 
microbes at a cost of Rs 4.50 lakh. 

3.1.10 Conclusion 

As observed from an analysis of water samples, the water quality in the State 
had not improved since 1994 despite incurring of large investments. Based on 
a test-check of records for assessing the degree of compliance in the 
enforcement of law, rules and regulations relating to Water Act, audit 
perception is that the local bodies had not complied with the Water Act. The 
urban local bodies had not provided sewage treatment plants for treating the 
effluent water before letting into the water sources. The Board failed to 
properly monitor polluting industries; no follow up action was taken after 
inspection of polluting industries although the Board had powers to order 
closure. Thus, the services provided by the Board were ineffective. 
Equipment for analysing samples of water and air effluents remained idle for 
nearly 2 years due to non-availability of gas. 
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3.2 National Family Welfare Programme 
(Health, Indian Medicine and Homoeopathy and Family 
Welfare Department) 

Summary Highlights 

Of the demographic goals targeted to be achieved by the year 2000 in 
National Health Policy, State had achieved the envisaged goals for Crude 
Birth Rate, Crude Death Rate and Infant Mortality Rate well ahead; 
however, against the envisaged Effective Couple Protection Rate of 60 per .. 
cent by March 2000, the Couple Protection Rate in the State as of March 
1999 was only 50.2. Specified targets under various maternal and child 
health activities like institutional deliveries, deliveries by trained staff; 
prophylaxis against blindness, immunisation with Tetanus Toxoid to 
children of age group IO and 16 were not achieved during 1995-96 to 
1999-2000, the period covered by Audit. The number of sterilisations 
conducted at Primary Health Centres was ve1y small. Vasectomy operations 
conducted in the State were very meagre. Release and utilisation offunds 
under Reproductive and Child Health Programme, through which the 
maternal and child health care activities were co-ordinated, was very poor. 

Against the national demographic goals of 21 per thousand 
towards Crude Birth Rate, 9 per thousand towards Crude Death Rate 
and below 60 per thousand live births towards Infant Mortality Rate to be 
achieved by the year 2000, the vital rates achieved by the State at the end 
of the year 1999 were 19.3, 8.0 and 52 respectively; however, the Infant 
Mortality Rate in Dharmapuri and Salem Districts were very high at 75 
and 76 respectively; the Effective ~ouple Protection Rate achieved by the 
State at the end of March 1999 was 50.2 per cent as against the envisaged 
rate of 60 per cent to be achieved by the end of March 2000. 

' 
(Paragraph 3.2.6.1) 

The stress of adopting family planning continued to be focussed on 
women as evidenced from the fact that Vasectomy operations were less 
than 0.2 per cent of the total sterilisations conducted during the period 
1995-2000. 

(Paragraph 3.2.6.2) 

The specified targets for various maternal and child health 
services like institutional deliveries, deliveries by trained staff, taking of 
birth weight for new born babies had not been achieved during 1995-96 to 
1999-2000. Shortfalls were noticed in providing services like prophylaxis 
against Nutritional Anaemia for Women, prophylaxis against blindness 
due to Vitamin A deficiency and immunisation with Tetanus Toxoid to 
children of 10 and 16 years age. 

(Paragraphs 3.2.6.3(a) and (d)) 

Linkages between Primary Health Centres and First Referral 
Units were not properly established and feedback particulars of 
treatment given were not available in the referring units. 

(Paragraph 3.2.6.3(e)) 

Abbreviations used in this review are listed in the G lossary in Append ix XLVI! 
(Page 276). 
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Operation theatres in most of the Primary Health Centres in 6 
districts were not in use; the number of sterilisations conducted in the 
operation theatres in the sample districts was also very poor ranging 
between 1 and 11 per cent of the total sterilisations conducted in the 
Health Unit districts concerned. 

(Paragraph 3.2.6.4) 

Release and utilisation of funds under the "Reproductive and 
Child Health Programme" during the first three years was very poor; 
against the projected assistance of Rs 119.57 crore for the programme for 
the first 3 years, only Rs 10. 70 crore were released by Government of 
India and Rs 7.16 crore were utilised upto March 2000; Rs 1.26 crore for 
minor civil works and Rs 0.29 crore for purchase of medicines were lying 
unutilised with the Executive Engineers of Public Works Department and 
Tamil Nadu Medical Services Corporation respectively. 

(Paragraph 3.2.11.2) 

Out of Rs 5.35 crore released under Tamil Nadu Area Health Care 
Project, an amount of Rs 2.88 crore was lying unutilised with various 
Medical Officers as of March 2000 in Dharmapuri District due to delay in 
construction of Health sub-centres. 

(Paragraph 3.2.14.2) 

Rupees 5.50 crore were lying unutilised as of March 2000 with 
Tamil Nadu Medical Services Corporation out of Rs 7.18 crore released 
during 1997-99 by Project Director, Tamil Nadu Area Health Care 
Project for various purposes like improvement, repairs, construction, 
provision of furniture, medical equipment and for strengthening of 
medical supply infrastructure. 

(Paragraph 3.2.14.3) 

Short supply of oral pills, Copper T, Vitamin A and Iron and Folk 
Acid tablets to the tune of Rs 2.47 crore was noticed during the period 
1995-98. 

(Paragraph 3.2.16) 

Expenditure of Rs 14.58 crore incurred towards travelling 
allowance to motivators, travel expenses and cost of staff of units was 
booked under the programme contrary to the guidelines of Government 
of India. 

(Paragraphs 3.2.17.1 and 3.2.17.2) 

Exc~ss amount of Rs 4.55 crore was claimed during 1995-96 to 
1998-99 towards charges on Direction and Administration and 
Contingencies. 

(Paragraph 3.2.17.3) 

3.2.1 Introduction 

Government of India (GOI) started the National Family Planning Programme 
in 195 1 as a purely demographic programme with a clinical approach and the 
Family Welfare (FW) Programme was introduced as a target oriented 
programme in the First Five Year Plan in 1952. 
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The target-oriented approach of the programme was rep laced by "Target Free 
Approach" from 1995-96 onwards and renamed as "Community eeds 
Assessment Approach" under which the needs of the community were 
assessed based on the requirement of the people for Maternal and Chi ld Health 
(MCH) services. 

3.2.2 Objectives and goals 

3.2.2. I The main objectives of the Programme were (i) to bring down the birth 
rate and death rate through various fam ily planning measures and temporary 
methods of birth control (i i) to persuade people to adopt small fami ly norms 
by popularising the use of conventional contraceptive devices or oral pills etc., 
and (iii) to provide medical services, medicines, incentives, etc free of cost at 
the doorsteps of the acceptors of family plann ing measures. 

3.2.2. 2 National Health Policy ( HP) approved by the Parl iament in 1983 
envisaged attainment of two goals of "Health fo r all" and "Net Reproducti ve 
Rate of unity" by the year 2000 AD through universal provision of 
comprehensive health care services to al l and an easy access to fami ly 
planning and MCH care fac ilities. The demographic goals laid down in NHP 
fo r 2000 AD are (i) Crude Birth Rate (CBR): 21 per thousand (i i) Crude Death 
Rate (CDR): 9 per thousand (iii) Annual atural Growth Rate: I .2 per cent 
(iv) Infant Mortality Rate (IMR): below 60 per thousand live births (v) 
Effective Couple Protection Rate (CPR): 60 per cent. State Government, 
however, laid down their own demographic goa ls as detailed in paragraph 
3.2.6. l. 

3.2.3 Orga11isatio11al setup 

Secretary, Health and Family Welfare Department of the State Government is 
responsible for implementation of the Programme at Government level. The 
Directorates implementing the programme at State level and the function s 
attached to them are given in Appendix XVI. At the distri ct level, Deputy 
Directors of Heal th Services (DDHS) and Deputy Directors of Medical and 
Rural Health Services (DDMRHS) in charge of District Fami ly Welfare 
Bureaux (DFWB) are implementing the programme. 

The programme is implemented through l 0899 units 1 in the State. 

Apart from these units, voluntary organisations, approved and unapproved 
private nursing homes are also involved in the implementation of the 
programme and their achievements are also included in the performance 
reports. 

3.2.4 Audit coverage 

A review of the FW programme including Arca Development projects was 
conducted earlier for the period 1985-86 to 199 1-92 and included in the 
Report (Civil) of the Comptroller and Auditor General of Jnd ia for the year 
ended March 1993. The State Public Accounts Committee discussed the 

Primary Health Centres (PHC): 1409, Health Sub-centres (HSC): 8682, Post Partum 
Centres (PPC): 11 8, Rural Family Welfare Centres (RFWC): 382, Urban Family 
Welfare Centres (UFWC): 65 and Urban Health Posts (UHP): 243. 
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Report in July 1997 and recommendations on the same were awaited (May 
2000). 

During the current review, the implementation of the programme during 
1995-96 to 1999-2000 was test-checked during November 1999 to May 2000 
in Health and FW Department of the State Secretariat, offices of the Director 
of Family Welfare (DFW), Director of Public Health and Preventive Medicine 
(DPHPM), Project Director, DANIDA assisted Tamil Nadu Area Health Care 
Project (TNAHCP) , Project Director of Reproducti ve and Child Health, 
Population Project Co-ordinator of Corporation of Chennai , besides 9 out of 
42 offices of DDHSs, 6 out of 25 offices of DDMRHS, 15 Post Partum 
Centres (PPCs),55 Primary Health Centres(PHCs)/Rural Famil y Welfare 
Centres (RFWCs), 5 Urban Family Welfare Centres (UFWCs), 8 Urban 
Health Posts and 405 Health Sub-centres (HSCs) in the 6 sample districts

2
. 

The findings of the review are di scussed in the succeeding paragraphs. 

The services ()f the ORG centre for Social research, a division of ORG Marg 
Research Limited was commissioned by the Comptroller and Auditor General 
of India, w ith a view to obtaining the beneficiary perception of the 
programme and related matters. The O RG Marg carried out survey over a 
sample, determined on the basis of socio-cultural characteristi cs and 
deve lopment status. The sample covered in Tamil Nadu included 1887 
households (647 urban and 1240 rural), 1473 women and 42 health fac ilities. 
Findings of the survey on matters discussed in the report have been included 
in this review at appropriate places. 

3.2.5 Resource allocation and utilisation 

Family welfare programme is a 100 per cent Centrall y sponsored scheme right 
fro m its inception. The entire expenditure incurred by the State under the 
programme is reimbursable by the Central Government in strict conformity 
with the approved pattern of schemes. However, the recurring grant for 
Orientation Train ing of Medical and Para-Medical personnel is admissible on 
50:50 shari ng basis between GOI and the State Government and the 
componen ts covered under this are rent f9r hostel, contingency, consumable 
for tra ining material, additional teaching staff and class-rooms for the Health 
and Family Welfare Training Centres (HFWTCs) and stipend for trainees. 

Deta il s regardi ng ass istance received from GOI and tota l expenditure under 
the programme as per the claims made by DFW are as g iven below: 

(Rupees in crore) 

Year Assistance released by GOI Expenditure incurred 

Cash Kind Total Cash Kind Total 

1995-96 59 .06 19.77 78.83 94.73 19.77 114.50 

1996-97 53 .50 NIL 53.50 89.23 NIL 89.23 

1997-98 64.05 40.023 104.07 I 01.89 40.02 141.9 1 

1998-99 71.25 26.12 97.37 149. 16 26.12 175.28 

1999-2000 # # 11 2.32 # # 164.78 

# Break-up details not made available 

Cuddalore, Dharmapuri, Erode, Kancheepuram, Madurai and Salem. 
Cost of supplies during 1996-97 was accounted during 1997-98 . 
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Government/Departments incurred expenditure based on the provisions made 
under various Centrally sponsored schemes under the programme with 
reference to the trend of expenditure of earlier years and claims from GOI 
were made by the DFW every year based on the audit certificate. All arrears 
upto 1997-98 had been fully settled by Government of India and expenditure 
incurred in 1998-99 and 1999-2000 was due for reimbursement from GO!. 
Expenditure incurred includes Rs 19 .13 crore which was inadmissible for 
reimbursement from GOI as explained in paragraphs 3.2.17.1 to 3.2.17.3. 
Apart from utilisation of Central assistance, expenditure was incurred from 
State funds to the tune of Rs 62.87 crore during 1995-2000 towards payment 
of some of the items under compensation to acceptors, grants to Municipalities 
for implementation of MCH activities among urban population etc. 

3.2.6 Programme output 

3.2.6. I Achievement of demographic goals 

(i) Birth Rate, Death Rate and Infant Mortality Rate 

Against the national demographic goals of 21 per thousand towards Crude 
Birth Rate (CBR), 9 per thousand towards Crude Death Rate (CDR) and 
below 60 per thousand live births towards Infant Mortality Rate (IMR) under 
the NHP, the vital rates achieved by the State as per the Report of the 
Registrar General, New Delhi under sample registration system are as given 
below: 

BR4 DR5 IMR6 

Rural Urban State as Rural Urban State as Rural Urban State as 
a whole a whole a whole 

21.0 19.0 20.3 8.8 6.6 8.0 61 39 54 
20.0 18.4 19.5 8.7 6.6 8.0 60 39 53 
19.3 18.3 19.0 8.7 6.7 8.0 58 40 - 53 
19.7 18. I 19.2 9.3 6.8 8.5 59 40 53 
19.8 18.2 19.3 8.7 6.6 8.0 58 39 52 

(provisional) 

The vital rates in 
urban areas were 
much lesser than the 
rural areas due to 
b~tter living 
conditions and 
institutional facilities. 

The difference in vital rates between rural and urban areas was attributed 
(December 1999-) by the DPHPM to better living conditions, socio-economic 
status and better institutional facilities available in urban areas with latest 
technologies. The adverse ratios in rural areas were mainly due to vacancies 
in the posts of doctors, non-functioning/poor functioning of operation theatres 
in PHCs for want of infrastructural facilities and poor referral linkages as 
discussed in subsequent paragraphs. 

As per the survey conducted by the DPHPM under DANIDA Tamil Nadu 
Area Health Care Project, the vital rates achieved by the sample districts 
during 1998 and 1999 were as given below. 

4 BR: Number of live births in a given area during the year X I 000 
Estimated mid-year population of that area for that year 

DR: Number of deaths in a given area in a year X I 000 
Estimated mid-year population of that area for that year 

!MR: Mortali ty of infants upto one year of birth during the year X 1000 6 

Total number oflive births during the year 
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Name of the BR DR IMR 
Distr ict 1998 1999 1998 1999 1998 1999 

Chennai 17.4 16.2 4.4 3.5 14.3 16.0 
Cuddalore 20.2 20.I 6.9 6.1 38.7 37.0 
Dharmapuri 28.1 25.7 9.1 8.4 80.7 15:0 
Erode 16.3 16.3 7.5 6.7 42.9 37.0 
Kanchccpuram 18.3 19.6 5.5 5.6 27.3 27.0 
Madurai 19.5 19.5 7.5 7.4 44.5 43.0 
Salem 20.6 20.7 7.7 7.0 73 .3 76.0 

The district-wise details revealed that the IMR was very high in Dharmapuri 
and Salem districts compared to the State vital rate of 53 and 52 per thousand 
live births during 1998 and 1999 respectively. The DFWBs, Dharmapuri and 
Salem and DDsHS at Krishnagiri and Dharmapuri stated (January, March, 
April and June 2000) that the main reason affecting the vital rates of the 
District was the high rate of female infanticide and the backwardness of the 
district. Inaccessible areas due to geographical location, low-literacy, low
economic status and poor acceptance of family planning methods were the 
other reasons contributing to the higher IMR. The reply only validates the 
assertion made in paragraph 3.4.5.2 of the Report of Comptroller and Auditor 
General of India for the year ended March 1999 - Civil - Government of 
Tamil Nadu that despite the Government schemes like Girl Child Scheme, 
Cradle Baby Scheme etc., the incidence of female infanticide remains high in 
these districts and it deserves highest attention of Government. 

The State Family Planning Council chaired by the Chief Minister of the State, 
in its first meeting held on 4 November 1993 fixed certain demographic goals 
for the state viz., IMR to be reduced to 30 per thousand live births by the year 
2000. In addition, the Birth Rate was to be reduced to 15 per thousand 
population by the year 2000 and to 10 by 20 I 0. The goals for 2000 had not 
been achieved. 

DFW stated (December 1999) that due to the adoption of target free approach 
as per GOI instruction, some sort of slackness was ·noticed in the performance 
levels due to lethargy of field staff and grassroot level workers. 

(ii) Effective Couple Protection Rate (CPR) 

Against the envisaged national demographic goal of 60 per cent for CPR by 
March 2000, the CPR achieved, as of31 March of the years 1996 to 1999, had 
actually decreased from 54. 1 in 1996 to 50.2 in 1999, as given below: 

7 

8 

As on 31 March of Number of Eligible Number of ECs CPR 
Couples (EC)7 effectively protected8 

1996 1,00,05,655 54,16,985 54.1 
1997 1,01,14,393 53,52,797 52.9 
1998 1,02,17,534 53,47,071 52.3 
1999 1,06,76,686 53,54,673 50.2 

Eligible Couple in which the woman is in the age group of 15 to 44 years. 
Number of ECs effectively protected was on the basis of effectiveness of the FW 
methods adopted, 100 per cent for steri lisation, 95 per cent for Intra Uterine Devise 
(IUD), 50 per cent for Conventional Contraceptive (CC) users and JOO per cent for 
Oral Pill (OP) users. 
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The DFW stated (December 1999) that over the years the eligible couples 
preferred temporary methods like JUD to permanent method of sterilisation 
and this had resulted in the reduction of CPR. 

An analys is of figures in 29 di stricts revealed that the CPR, as of March 1996, 
1997, 1998 and 1999 was much below the State average in 14 districts 
(Appendix XVIl) and was also declining year after year and it was very 
difficu lt to achieve the demographic goal of 60 per cent by March 2000. 
Though it was reported by DFW that the district-wise CPR was being 
monitored at Government/Directorate level, the continued decline in CPR in 
these districts c learly revealed that the monitoring had not achieved the 
desired objective. 

(iii) Total Fertility Rate 

The Total Fertility Rate (TFR) is interpreted as the number of children a 
women would bear during her reproductive years (15 to 44 years). The TFR 
of the State ranged between 2.2 to 2.0 during the period 1995 to 1998 and the 
figures for the years 1999 and 2000 are yet to be made available. 

3.2.6.2 Family Planning Methods 

The achievements under different family planning methods in the State duri ng 
1995-96 to 1999-2000 are furnished in the Appendix XVIII. 

(a) Tubectomies and Vasectomies 

It was observed that the stress on adopting family planning continued to be 
focussed on women as evidenced from the fewer number of vasectomy 
operations conducted in the State; while the percentage of tubectomies to total 
sterilisations in the State ranged between 86.9 and 89.2 during 1995-2000, the 
percentage of vasectomies performed was only between 0.1 and 0.2 during the 
same period. As per opinion of 6 DDMRHS covered by test-check, 
vasectomy was not popular due to social and personal reasons. 

The programme was being implemented on the basis of Community Needs 
Assessment Approach from 1 April 1995 under which the demand of the 
community for quality services was expected to become the dri ving force 
behind this people's programme. While the achievements under female 
sterilisation ranged between 60 and 8 1 per cent of the targets during 
1995-2000, the achievement under male sterilisation worked out to a meagre 
0.2 to 0.9 per cent of the targets which were set for each Health Inspector (HI) 
and Village Health Nurse (VHN). 

The Beneficiary assessment survey also revealed that about 97 per cent of 
current users of Family Planning methods had adopted female sterilisation and 
only 1.8 per cent adopted vasectomy. 

A perusal of the institution-wise achievement under sterilisation in the State 
during the last 3 years revealed that 56 to 59 per cent of sterilisations were 
done in Government Hospitals and 22 to 24 per cent in approved nursing 
homes as given below: 
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Serial Category I Number of sterilisations done during 
Number I 1997-98 1998-99 1999-2000 

I Government 1,95,798 1,98,385 2, 11 , 123 
2 Local bodies 13,985 14.211 14,798 
3 Voluntary organisations 34.964 36,752 43.777 
4 Approved nursing homes 74,592 74,001 88,123 
5 Unapproved nursing 13,652 13,411 15,874 

homes 

Total 3,32,991 3,36,760 3,73,695 

Data obtained in this connection in 2 districts (Madurai and Salem) revealed 
the following: 

(i) While the performance of one voluntary organisation i.e., Family 
Planning Association of India, Madurai constituted about 56 per cent (47,381) 
of the total sterilisation (84,635) operations done in the district during 
1995-2000, the performance of Government Hospitals (23,416) and PHCs 
(847) constituted only 29 per cent during the same period. The DDMRHS, 
Madurai stated (February 2000) that the poor performance was due to non
availability of continuous services of Doctors and required number of 
Anaesthetists in Government hospitals. 

(ii) In Salem, out of 93,808 sterilisations performed during 1995-2000, 82 
per cent were in approved nursing homes and only 16 per cent were in 
Government Hospitals. DDMRHS, Salem stated (August 2000) that the poor 
performance was mainly due to non-functioning of operatio11 theatres in some 
Government institutions and want of qualified Anaesthetists. 

I 

(b) Laparoscopy 

The percentage of laparoscopic operations as compared to the total female 
sterilisations in the State during 1997-2000 ranged only between 11 and 12. 
No laparoscopic operations were performed in the districts of Dharmapuri and 
Tiruvannamalai and the performance was very poor in Namakkal, Theni and 
Vellore. The poor performance was attributed (December 1999) by DFW to 
mothers not preferring laparoscopy and the same could not be forced under the 
new target-free approach. 

3.2.6.3 Maternal and Child Health Services 

(a) The services under intervention for mothers were early registration of 
pregnancy in the first 12 to 16 weeks; ante-natal, natal and post-natal care 
with 3 pre-natal and 3 post-natal check ups by VHNs for early detection of 
complications of anaemia, bleeding, ante post-partum haemorrhage, post
partum haemorrhage, toxemia of pregnancy, obstructed labour and sepsis, 
prevention of maternal mortality and morbidity by referring complications 
noticed during pre/post natal check-ups for taking early necessary action; and 
immunisation with Tetanus Toxoid (TT), prophylaxis with Iron and Folic Acid 
(IFA) tablets and Vitamin A solution. 

Under child health interventions, care was provided to infants born in 
hospitals, high-risk infants referred from the other hospitals were treated and 
immunisations/Vitamin A/IF A tablets were provided to all children. 

The percentage of achievement under basic MCH activities during the period 
1995-2000, as reported by DPHPM were as given below. 
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Name of the Target Achievement 
component fixed 1995-96 1996-97 1997-98 1998-99 1999-2000 

I. Ante-natal Full 100.0 99.0 95.3 93.5 100.0 
registration ( 100%) 

2. Institutional Full 75.1 78.3 79.8 8 1.8 83.9 
del iveries ( 100%) 

3.a) Deli veries by Full 94.6 96. 1 96.7 97.4 98.0 
trained staff ( 100%) 

b) Deli veries by Zero 5.4 3.9 3.3 2.6 2.0 
untra ined staff 

4. Birth weight Full 9 1.1 95.0 95.8 96.8 98.4 
taken for new ( 100%) 
born babies 

O/o; Per cent 

Except for ante-natal registration , the specified target had not been ach ieved 
under other components as of March 2000. 

(b) Registration of pregnancy was done by VHNs in most of the cases 
belatedly after the prescribed period of 12 to 16 weeks. This be lated 
registration coupled with the poor pre-natal visits by VHNs resulted in non
detcction of complications during the early pregnancy peri od. 

(c) Against the prescribed 3 ante-natal and 3 post-natal check-ups to be 
made by VHNs, the average number of visits fo r both in the sample di stricts 
worked out to 1 and 2 only during 1998-99 and 1999-2000. 

(d) The achievements under other MCH activities like prophylax is 
treatments and immunisation during the period 1995-2000 for the State as a 
whole are given in the Appendix X IX. 

The Beneficiary assessment survey a lso reported that the uti lisation of post
nata l services was found to be poor and only around one-thi rd of the women 
received advice on famil y planning during antenatal and post-natal period. 

It was observed that there were shortfall s under the services like prophylaxis 
against Nutritional Anaemia for women, prophylaxis against blindness due to 
V itamin A defi ciency, and immunisation with TT to children of 10 and 16 
years age. Though no reasons for these shortfalls were furni shed by DPHPM, 
it was observed from the report of DPHPM to GOT in October 1998 that the 
campaign of Vitamin A was not successful and the targets fixed were not 
achieved due to non-availability of Vitamin A. 

(e) Non-establishment of referral linkages 

State Governments were requi red to give appropri ate directions regarding 
refen-a l of high risk women during pregnancy, labour and post-natal period. ' " 
appropriate referral centres for immediate attention to avoid any J11; 0' ·~P· ~he 
referring centre should get feedback regarding proper ;.it•--•lllOn of .h1gh-nsk 
patients by the special is ts. Records of such rPf"'"" vu women ar~ requtre~ ~o be 
maintained at all levels for fo llmM-"r ... _,uon. VHNs were requtred to v1s1t the 
referred woman ev,.,., . -· ~--11.. dunng her a1:te-natal, natal and post-natal peri.od 
~-- r~,,vvv-up and update the records and mforrn the referral centre for adv ice 
and treatment. 
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According to the DPHPM, 4,55,874 high-risk cases were referred to 
specialists during 1995-2000. Scrutiny of records in the field units disc losed 
that cases were referred to PHCs/First Referral Units (FRUs) due to various 
reasons such as anaemia, bleeding, previous caesarian, multi-gravida, elderly 
primi, short primi, prolonged labour, foetal distress, mobile head, ante post 
partum/post partum haemorrhage, non-availability of blood, etc. The referring 
centres were not getting feedback regarding the treatment given to the referred 
women by specialists at the referral centres, for taking further follow-up 
action. The VHNs reported that they were fo llowing up the cases during their 
field visits but no recorded evidence was avai lable for the follow-up. Also 
cards in 3 co lours, suggested by GOI, for printing and supply to PHCs and 
patients to ensure proper functioning of the follow-u p system in these referred 
cases were not printed. Test-check of records revealed that in one FRU viz., 
Government Hospital, Krishnagiri, out of 124 high risk-women reported 
during February 1999-March 2000, 67 cases were referred to some other 
higher institutions due to non-availability of Gynaecologists/ Anaesthetists/ 
Paediatricians. 

It was obvious that referral linkages were not properly established, as 
envisaged by GOI. 

3.2.6.4 Non/poor utilisation of Operation theatres in PH Cs in sterilisation 
programme 

A perusal of records in the 6 sample districts revealed that the Operation 
Theatres (OTs) in most of the PHCs were not put to use and no steri lisations 
were conducted as indicated below: 

District 

Cuddalore 

Dharmapuri 

Erode 

Kancheepuram 

Madurai 

Salem 

Number of PH Cs 
wherein OTs are 
available 

17 

14 

16 

13 

12 

20 

Number of PH Cs wherein OTs were not 
put to use and no sterilisations conducted 
during 

1997-98 1998-99 1999-2000 

7 8 11 
12 12 II 

14 14 13 
Not available 11 11 

4 9 7 
20 20 20 

Though 59,979 sterilisations were conducted in Salem district during 1997-98 
to 1999-2000, no sterilisations were conducted in the OTs in any of the 20 
PH Cs. The performance of OTs in the PHCs in the other 5 sample districts 
during t ilt: !ast 3 years was also very poor and the percentage of steri lisations 
conducted m PHCs to total steri lisations in these districts ranged only between 
I and 11. 

Distr ict Number of sterilisations done in PHCs 

1997-98 1998-99 1999-2000 
Number Number Number Number Number Number 
of PHCs of cases of PH Cs of cases of PH Cs of cases 

Cuddalore 10 1277( 11) 9 673(6) 6 400(3) 
Dham1apuri 2 895(7) 2 725(5) 3 342(2) 
Erode 2 432(3) 2 325(2) 2 703(4) 
Kancheepuram 2 230(2) 2 409(3) 2 388(3) 
Madurai 8 169( 1) 3 159( I) 5 248( 1) 

(Figures in brackets indicate the percentage to total sterilisations in the d istrict) 
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Repairs/damages to OTs, non-receipt of certification after swab testing, non
availability of infrastructural facilities like water, non-availability of staff 
including Anaesthetist were the main reasons attributed by 6 DDsHS for the 
poor performance of the Operation Theatres in PH Cs. 

3.2. 7 Manpower position 

Shortages in some of the critical posts in rural areas as on 30 April 2000, are 
given below: 

Serial Category of Post Number of Number in Number of 
Number posts position as on vacant posts 

sanctioned 30 April 2000 as on 30 
April 2000 

HS Cs VHN 10,594 10,429 165 

2 Health Inspectors 4,342 3,992* 350 

PH Cs 3 Medical Officer-Surgeon/ 2,875 2,067 808 
Assistant Surgeon 

4 Sector Health Nurse 1,495 1,386 109 

* as on 30 September 1999. 

The vacancies in the critical posts of Medical Officer-Surgeon/ Assistant 
Surgeon caused shortfall in achievements in important areas like conducting of 
sterilisation operations, provision of MCH services, treatment of referral cases 
etc. , which affected the programme as discussed in paragraphs 3.2.6.2 to 
3.2.6.4. 

3.2.8 Schemes implemented under the programme 

To achieve the demographic goals laid down through various family welfare 
activities, the following programmes/schemes are being implemented in the 
State (i) Minimum Needs Programme (ii) Sterilisation Bed Scheme (iii) All 
India Post Partum Programme (iv) PAP Smear Test Facility Programme 
(v) Population Research Centre Scheme (vi) Child Survival and Safe 
Motherhood (CSSM) Programme redesignated as Reproductive Child Health 
(RCH) Programme. 

3.2.8. 1 Minimum needs programme - Establishment of Health Sub-centres 

Family welfare services were provided to the community through a network of 
HSCs, PHCs and Community Health Centres (CHCs) in the rural areas and 
hospitals/dispensaries in the urban areas. This network was supported by an 
expanding number of Post Partum Centres (PPCs) at district/sub-district 
levels . 

Under the Minimum Needs Programme, one sub-centre for every 5,000 
population (3,000 for tribal, desert and hilly areas), one PHC for every 30,000 
population (20,000 for tribal and hilly areas) and one CHC for one lakh 
population would be set up by 2000AD in a phased manner. 
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As per the data furnished by DPHPM, against 9, 182 HSCs to be established as 
per norms in the State, 8,682 HSCs were functioning as of March 2000. No 
proposals were made by DPHPM for establishment of additional HSCs, 
resulting in coverage of more population by certain HSCs than the norms, thus 
diluting the efficacy of the services rendered. Test-check of records revealed 
that 18 HSCs in 3 districts (Dharmapuri , Erode and Kancheepuram) were 
covering population ranging between I 0, I 00 and 14,591 ; Thalavadi PHC of 
Erode di strict, a hill area having a population 31 ,855, had only 6 HSCs against 
the required 10 HSCs. Inadequate number of HSCs in the State contributed to 
defi c iencies in the services like belated registration of pregnancies, lesser 
number of pre/post natal visits and non-achievement of targets under the 
prophylaxis coverage of women, and children with IF A tablets and Vitamin A 
solution as di scussed in paragraph 3.2.6.3. 

The Beneficiary Assessment survey also showed that the Primary Health 
Centres covered, on an average, a population of 1,00,925 which is much 
higher than the norm. 

3. 2. 9 Medical Termination of pregnancy 

Medical Termination of Pregnancy (MTP) is permissible under certain 
conditions under the MTP Act, 197 l. MTP conducted in unauthorised places 
with improper facilities and by unqualified/ inexperienced staff is the cause for 
many deaths and morbidity. 

The performance under MTP in the approved institutions including the PHCs 
during the period 1995-2000 were as given below: 

Year Number of Total MTPs Number of PHCs Number Percentage 
institutions done during 

Approved Conducting 
ofMTPs ofMTP 

approved for the year done by done to 
MTP (Number) for MTP MTP PH Cs total MTPs 

1995 -96 660 42,314 27 1 138 1.50 0.4 

1996-97 7 18 43,066 262 183 921 2. 1 

1997-98 788 49,954 249 156 709 1.4 

1998-99 907 56,206 243 159 988 1.8 

1999-2000 906 59,272 261 136 903 1.5 

Out of 403 PHCs provided with operation theatres in the State as on 31 March 
2000, 261 PH Cs were approved for conducting MTP as on that date, of which 
only 136 PHCs were conducting MTPs. The percentage of MTPs done by 
these PHCs to total MTPs done in the State during the period 1995-96 to 
l 999-2000 ranged between 0.4 and 2.1 as indicated above. 

As per the Beneficiary Assessment survey, only about 13 per cent of 
respondents were found aware of the place for availing MTP services. 

Non-availability of Gynaecologists and other trained staff including 
Anaestheti st for performing MTPs (Cuddalore, Erode and Madurai), non
availability of required equipment (Madurai), non-functioning of Operation 
theatres due to repairs and damages (Salem), non-availability of potable water 
(Cuddalore and Salem) were some of the reasons attributed by the District 
officers for the poor performance of PHCs in this activity. The DDMRHS, 
Kancheepuram stated (June 2000) that the poor performance was due to 
hesitancy on the part of their Medical Officers to conduct MTP on account of 
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their being raw recruits to the PHCs, location of PHCs in remote areas and 
some mothers do not want to have the MTP conducted in their area PHCs and 
opt for nearby hospitals and private nursing homes to keep confidentiality. 

3.2.10 PAP Smear Test Facility Programme 

The PAP Smear Test Facility (STF) Programme was introduced by GOI in 25 
Medical Colleges on pilot basis from 1977 for early detection of Cervical 
Cancer among women. The programme was extended in a phased manner 
during the subsequent period. One post of Cyto-technician was provided in 
each Medical College Hospital Post Partum Centre for collecting and 
examining smears from women and reporting the results. 

As against 9 PPCs attached to medical colleges in the State, wherein the STF 
was introduced by GOI, only 8 colleges were implementing the programme; 
the post of Cyto-technician was filled up only in 3 colleges. Though the DFW 
attributed (May 2000) the non-filling up of these posts to dearth of qualified 
candidates, specific action taken to overcome this difficulty was not reported 
by him. The Christian Medical College Hospital, Vellore was not 
implementing the programme stating that the funds allotted for the programme 
were inadequate. 

Perusal of connected records relating to the programme in 2 Hospitals 
revealed the following. 

(i) In the Institute of Obstetrics and Gynaecology and Government 
Hospital for Women and Children, Chennai the post of Cyto-technician was 
vacant. Though the data on the number of smears collected, examined etc. , 
were furnished in the progress reports for the period 1995-96 to 1999-2000, 
the Project Officer had not given details of the persons who had attended to 
this work in the absence of Cyto-technician and their qualification. 

(ii) In Government Rajaji Hospital, Madurai, out of 75 l women referred 
for treatment, with infection and pre-cancerous growth, only 135 ( 18 per cent) 
were reported to be under treatment and subsequently cured as per the reports 
made available to Audit. The Project Officer had no records of number of 
smear tests conducted and the results of the smear tests. 

The details regarding the number of women treated and follow up action taken 
were not available in both institutions. 

3.2.11. Child Survival and Safe Motherhood Programme 

3.2.11.l Universal Immunisation Programme (UIP), Oral Rehydration 
Therapy (ORT) and various other related programmes under MCH were 
integrated under Child Survival and Safe Motherhood Programme (CSSM) 
upto 1997-98. The programme was redesignated as "Reproductive and Child 
Health Programme" from 1997-98. 
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3.2. 11.2 Reproductive and Child Health Programme (RCHP) 

The objective of RCHP was to integrate fertility regulation, maternal and child 
health with reproductive child hea lth services such as screening, diagnosis and 
treatment of Reproductive Tract Infections (RTis) and Sexually Transmitted 
Infections (STis) with the aim to reduce infant and maternal mortality/ 
morbidity and unwanted fertility. 

The programme consisted of 2 components viz., National component and 
District/sub project component and the estimated amount of assistance for 5 
years from 1997-98 for these components were Rs 182.97 crore and Rs 23 .14 
crore respectively. The detail s of grants released and expenditure incurred 
upto March 2000 under the Project are as given below. 

(Rupees in lakh) 

Funds released by GOI Total Expenditure incurred 

National project Sub-project National Sub- Total 

Amount I Month of Amount I Month of Project project 

release release 

345 .00 March 500.00 February 845.00 Nil Nil Nil 
1998 and March 

1998 

N il Nil Nil - Ni l 125. 14 164.47 289.6 1 
1999-2000 Nil Nil 225.00 March 225.00 220.00 206.64 426.64 

Rs 1.26 crore were 
still lying unutilised 
in Personal Deposit 
accounts of Executive 
Engineers. 

Amount released to 
Tamil Nadu Medical 
Services Corporation 
was shown as 
expenditure, while it 
was utilised only in 
next year . 

2-24-1~ 

2000 

345.00 725.00 1070.00 345.14 371.l 1 716.25 

As of March 2000, Rs 353.75 lakh were lying unutilised w ith the Project 
Director, RCHP. 

The following observations were made in this regard. 

( i) Of the projected assistance of Rs 101.39 crore for the first 3 years for 
the National component, GOI released only Rs 3.45 crore (3 .4 per cent) and 
the same was reported as full y utilised. Similarly, for the District/sub-project 
component, out of the assistance of Rs 18. 18 crore projected for the first 3 
years, GOI released onlY, Rs 7.25 crore (39.9 per cent) upto March 2000, of 
which only Rs 3.7 l crore9 were utilised. 

(ii) Further, out of Rs 3.45 crore released for National Project towards 
provision of infrastructure in HUDs, only Rs 2.20 crore were re leased and 
Rs 1.26 crore were lying unutilised in the Personal Deposit accounts of 
Executi ve Engineers of 26 Public Works divisions. 

(iii) Besides, the amount of Rs 125. 14 lakh released (March 1999) under 
National component to Tamil Nadu Medical Services Corporation (TNMSC) 
for supply of medicines, Rs 21.60 lakh were also released (March 1999) to 
TNMSC under the sub-project. As of March 2000, only Rs 118. 18 lakh were 
utilised towards purchase of drugs, cotton bandage and cotton rolls for 
PHCs/FRUs and an amount of Rs 28.56 lakh was lying unutilised with 
TN MSC. 

( iv) The Beneficiary Assessment Survey found that in majority of the 
facilities, medical officers were not trained in deliveries. Only one-fifth of the 

9 Salary : Rs 0.84 crore. Medicines : Rs 0.09 crore. Clothing and tentages : 
Rs 0.14 crore, Vehicles: Rs 1.06 crore, Machinery: Rs 0.90 crore, Publicity: Rs 0.26 
crore, MIES : Rs 0.23 crore and others: Rs 0.19 crore. 
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Health Sub-centres had ANMs trained m IUD insertion and one-third had 
ANMs trained in RTI/STD. 

3.2.12 All India Hospitals Post Partum Programme 

The basic objective of the programme was to provide through PPCs an integral 
package of maternal and child health and family welfare services, in-service 
training to medical/para-medical personnel, out-reach services to allotted 
population, to promote spacing methods to reduce IMR and MMR, to 
undertake Information, Education and Communication activities, and to 
establish a referral linkage for high risk pregnancies. 

A perusal of the connected records in DFW and the sample PPCs revealed the 
following: 

Out of 105 PPCs in the State ( 118 from 1999-2000), the number of PPCs 
wherein the achievement under sterilisation and other temporary methods with 
respect to Obstetric/Abortion (OB/AB) cases was less than target10 during 
1996-99 were as given below:-

Number of PPCs wherein the tare:et not achieved 
2 or more children 1 or less children 

Sterilisation Other methods Sterilisation Other methods 
1996-97 89 17 28 105 
1997-98 81 34 68 105 
1989-99 90 34 42 11 8 

3.2.13 Sterilisation Bed Scheme 

Some beds were reserved for sterilisation in hospitals run by local bodies and 
voluntary organisations. From 1995-96, maintenance grant was admissible to 
hospitals run by local bodies and voluntary organisations at Rs 4,500, 
Rs 3,000 and proportionate amount of Rs 3,000 per bed if the number of 
tubectomies per bed per annum was 60 or more, 45 to 60 and below 45 
respectively. 

No maintenance grant was admissible to voluHtary institutions/local bodies, 
which received construction grant for sterilisation but failed to achieve a 
minimum of 45 tubectomies per bed per annum. 

In this connection, it is observed that the Beneficiary assessment survey also 
found that less than three per cent of women reported availability of NGOs 
providing sterilisation services. 

Out of Rs 123.05 lak.h received as grant from GOI under Sterilisation Bed 
Scheme during April 1995 to March 2000, State Government released only 
Rs 92.76 lak.h to hospitals run by 22 voluntary organisations having a total of 
540 beds. DFW stated (December 1999) that the bed maintenance grant was 
sanctioned to hospitals as advance grant (50 per cent) based on their 

. performance during the previous year. However, DFW did not maintain any 
record to show the details of number of sterilisation operations conducted. In 
the absence of such records audit could not ensure whether the grants released 
for maintenance of beds were in conformity with GOI guidelines. 

10 As per the State guidelines the target for Direct Acceptors: 90 per cent of OBI AB 
cases with 2 or more living children for sterilisation I 0 p er cent of OBI AB cases 
with 2 or more living children for other methods. 80 p er cent of sterilisation/IUD 
and 20 p er cent by OP and CC for OB/AB cases with one living child. 
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3.2.14 Tamil Nadu Area Health Care Project 

3.2.14.1 Objectives of the Project 

Tamil Nadu Area Health Care Project (TNAHCP) was implemented in four 
districts viz., Dharmapuri , Thanjavur, Thiruvarur and Nagapattinam from 
December 1996 with Danish assistance (DANIDA). The overall project 
objective was to improve the health and fami ly welfare status of the rural 
population, especially of the weaker section with a focus on women and 
children. 

The project envisaged construction of 400 HSCs with community participation 
in the 4 project districts and improvement of the knowledge and skills of 
health service provided through various kinds of training, besides improving 
medical supplies and logistics. 

3.2.14.2 Delay in construction of HSCs in Dharmapuri District 

Government sanctioned (January 1999) the construction of 190 HSCs in 
Dharmapuri and Krishnagiri Health Unit Districts with the community support 
in villages and with the technical and consultancy services from TNMSC. 

Details of funds provided and expenditure incurred as of March 2000 towards 
the construction including water supply and gas connection are as given 
below. 

(Rupees in lakh) 

Name of the Health Amount released Expenditure Balance 
unit District 

By By State Total 
DANIDA Government 

Dharmapuri (95 HSCs) 223.25 44.95 268.20 173.22 94.98 

Krishnagiri (95 HSCs) 223.25 38.75 262.00 70.90 191.10 

Krishnagiri (Provision 4.75 4.75 2.38 2.37 
of gas connections) 

534.95 246.50 288.45 

Following points were noticed in this regard. 

(i) State Government had not rele(lsed its share of Rs 210.80 lakh for the 
construction of 136 HSCs (Dharmapuri: 66 HSCs and Krishnagiri: 70 HSCs) 
so far (March 2000). 

(ii) As seen from the progress reports, construction of 179 HSCs was in 
progress as of March 2000 at various levels; the work had not started in 
respect of 11 HSCs as of March 2000. 

(iii) As per the directions (January 1999) of the Government, the share of 
DANIDA and State Government were drawn and released to the Medical 
Officers in advance by the Project Director and DPHPM respectively. As a 
result, the unutilised amount of Rs 288.45 lakh was kept in savings bank 
accounts of Medical Officers concerned, outside Government account, which 
was highly irregular, as moneys should have been drawn in instalments 
according to the requirement. 
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3.2.14.3 DAN/DA funds lying unutilised with Tamil Nadu !vfedical 
Services Corporation 

Out of Rs 7.18 crore released by the Project Director, TN A HCP during I 997-
99 to TNMSC for various purposes like improvement, repairs, construction of 
PHCs/HSCs, provision of furniture, medical equipment and for strengthening 
of medical supply infrastructure of TNMSC, Rs 1.68 crore were utilised and 
the remaining amount of Rs 5.50 crore was lying unutilised in the Deposit 
account of TNMSC. Most of the works were in processing/execution stage 
only and not completed. Some of the important components under which 
huge amounts were kept unutilised are given in Appendix XX. 

Similarly, Rs 6.73 crore released during 1999-2000 to TNMSC for 
construction and repairs to PHCs/HSCs were lying unutilised with TNMSC in 
its Deposit account as of March 2000, as tenders were under scrutiny in some 
cases, estimates were under preparation in some cases and the basic particulars 
were under collection in some cases. 

3.2.15 Training 

3.2.15. I Non-utilisation of Central assistance given for training of dais 

Out of Rs 56.52 lakh released by GOI during 1994-97 for training of dais' 1, 

Rs 6.59 lakh was only util ised for training 2,583 dais during 1994-95. From 
1997-98, no programmes for training dais were conducted by DFW. 
According to the proposals sent (December 1995) by DFW to GOI, there were 
18,000 untrained dais. Of this, only 7 ,583 dais, including 5000 dais identified 
by ADTW Department, were trained upto March 2000, leaving I 0,4 I 7 dais yet 
to be trained. As a result, the availabi lity of one trained dais per village was 
not ensured. 

3.2.16 Central assistance in kind 

GOI assistance under the Family Welfare Programme was given both in cash 
and kind every year. 

(i) Short supply of the following items was not reported to GOI during 
1995-98. This was due to adjustment of the entire value of stores reported as 
given by GOI in kind, without verifying the actual receipt of the same. 

Item Assistance in kind reported Actually received Short suooly 
Quantity Value Quantity Value Q uantity Value 
(I n lakh (Rs in (In lakh (Rs in {In lakh (Rs in 
number) lakh) number) lakh) number) lakh) 

I 
• I 

Oral pills 32 11 8.40 24 88.80 8 29.60 • 
Copper T 4.824 132.66 3.989 109.70 0.835 22 .96 
IFA Tablet 2604 138.00 Nil Nil 2604 138.00 
Total 190.56 

The DFW stated (May 2000) that the cost of supplies made was not reconciled 
with the amount adjusted by GOI. 

I I Traditional birth attendants. 
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Excess claim of 
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and Contingencies. 
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(ii) Vitamin A 

GOI placed orders in October 1997 on a firm "R" for supply of Vitamin A 
solution to 20 districts of the State and the cost of the same was settled by GOI 
directly. However, the firm supplied Vitamin A only to 4 districts out of 20 
upto May 1998. DPHPM reported (July 1998) to GOI that the 
acknowledgements in respect of Vitamin A from all the 20 districts produced 
by the supplier were bogus. He had also reported (August 1998) that the 
Vitamin A supplied by the firm was found during analytical tests conducted by 
Director of Drugs Control as defective and sub-standard. DPHPM also 
informed telegraphically (August 1998) all DDsHS not to use the Vitamin A 
supplied until further orders. The firm "R" agreed (August 1998) to supply 
fresh stock as per specification to all the 20 districts, as per the agreement. 
However, fresh supplies were made to 17 districts upto March 2000, all of 
which were again found to be sub-standard. The short supply of Vitamin A 
was valued at Rs 56.53 lakh. As a result of non-avai labil ity of Vitamin A, the 
campaign of Vitamin A was not successful and the targets fi xed for the same 
were not achieved. 

3.2.1 7 Other Financial Points 

3.2. 17. 1 irregular expenditure on items not qualified for Central 
assistance 

Expenditure of Rs 14 crore incurred during 1995-96 to 1998-99 towards 
travelling allowance (TA) to VHNs and travel expenses of staff of units 
claimed for reimbursement from GOI was irregular, as no provision existed in 
the pattern of assistance prescribed by GOI for incurring such expenditure 
(Appendix XXI). 

3.2. 17.2 Irregular claim towards staff cost 

For the 3 newly formed DFWBs at Nagapattinam, T iruvannamalai and 
Villupuram the State Government directed (January 1998) DFW to send 
proposals to Government of India for Central assistance to meet the 
expenditure involved. Though GOI's concurrence was not received, as 
reported (May 2000) to Audit by the DFW, the expenditure on the entire staff 
of these DFWBs was debited to Central funds. The expenditure thus 
irregularly booked during 1997-98 to 1999-2000 was Rs 57.56 lakh on pay 
alone (at Rs 53,300 per mensem per DFWB). 

3.2. 17. 3 Excess claim towards charges on Direction and Administration 
and Contingencies 

An amount of Rs 4.55 crore was claimed in excess from GOI towards charges 
on Direction and Administration and contingencies, due to incurring ·of 
expenditure under these items in excess of ceiling fixed 12 by GOI during 
1995-99. 

12 The ceiling fixed for Direction and Administration: 8 per cent of the total allocation 
under Family Welfare and for contingencies : 2.5 per cent of pay and a llowances of 
the staff of DFWBs p lus Rs 5000 per annum. 

69 



Despite the release of 
Rs 3.91 crore by 
DFW to Tamil Nadu 
Medical Services 
Corporation during 
1995-2000, details of 
medicines purchased 
and distributed were 
not reported. 

Non-claiming of bed 
maintenance grant of 
Rs 1.35 crore by 
DFW. 

.,. 

Audit Report (Civil) for the year ended 31 March 2000 

3.2.17.4 Unutilised amount with Tamil Nadu Medical Services 
Corporation 

DFW released an amount of Rs 390.94 lakh 13 to TNMSC during 1995-2000 
for supply of medicines for FW programme. After prolonged correspondence 
TNMSC stated (January 2000) that Rs 290.53 lakh was utilised during 
1995-99. Details of medicines and other items purchased and distributed were 
not submitted. However, DFW had treated the entire advance of Rs 390.94 
lakh as final expenditure towards purchase of medicines, without ensuring 
supply by TNMSC and claimed Central assistance. TNMSC was debiting 
service charges (2 per cent for 1996-97 and one per cent for 1997-98) on the 
cost of medicines, towards administrative overheads under the programme. 
As such expenditure was not admissible for reimbursement from GOI, these 
charges were to be met from State funds. 

3.2.17.5 Non-availing of bed maintenance grant 

State Government was eligible for performance-linked bed maintenance grant 
(recurring) for each Government PPC as per the pattern of assistance14 

prescribed by Government of India. DFW had not filed any claim towards bed 
maintenance grant for the PPCs although eligible. The unclaimed grant, based 
on the bed strength and performance, worked out to Rs 1.35 crore 15 for the 
period 1995-99. 

3.2.18 Miscellaneous Purpose Fund 

The assistance provided by GOI for payment of compensation to acceptors of 
sterilisation included an element of contribution at specified rates to 
Miscellaneous Purpose Fund (MPF). The fund was intended to be utilised by 
the State Government for implementing Family Welfare Programme according 
to the local needs. The accruals under the fund were to be utilised within the 
same financial year except that 50 per cent of the accrual during the last 
quarter could be utilised up to September of the following year. The unspent 
balance at the close of each financial year would lapse and was to be refunded 
to GOI. 

State Government issued (November 1997) orders for opening a separate 
account in a nationalised bank for crediting the accrued amount to the fund. 
Accordingly, DFW deposited (April 1998, April 1999, October 1999 and 
April 2000) the accumulation to the fund for the period April 1997 to 
December 1999 to the tune of Rs 49.05 lakh in the bank account. As of April 

I 3 

14 

15 

I 995-96:Rs 62.45 lakh, 1996-97: Rs 70.0 I lakh, 1997-98: Rs 66.8 1 lakh, 
1998-99: Rs 94.86 lakh and 1999-2000: Rs 96.81 lakh. 
Rs 3,000 per bed for performance of75 sterilisations per bed per annum; Rs 2,400 
for 45 to 75 sterilisations and proportionate rate of Rs 2,400 per 45 cases for 
performance less than 45 sterilisations per bed. 
1995-96: Rs 33. 12 lakh, 1996-97: Rs 33.10 lakh, 1997-98: Rs 33.58 lakh and 
1998-99: Rs 35.20 lakh. 
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2000, Rs 3.03 lakh alone was utilised and the remaining amount of Rs 46.02 
lakh was available in the account, without r~funding it to GOI. 

The above points were referred to Government in August 2000; reply had not 
_been received (February 2001). 
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3.3 Implementation of 'Prevention of Food Adulteration Act, 
1954' 
(Health, Indian Medicine and Homoeopathy and Family 
Welfare Department) 

Summary Highlights 

The Prevention of Food Adulteration Act, 1954 is a Central Act 
implemented in the State from 1 June 1955. Records relating to the 
implementation of the Act revealed that out of I 3, 746 local bodies (including 
12,612 village panchayats), the Act was implemented only in 481 local 
bodies and food samples were taken and analysed only in 110 local bodies. 
111 others, due to non-availability of required Food Inspectors, no food 
samples were taken and analysed. Points regarding poor performance in 
lifting of samples by the Food Inspectors, inadequate collection of samples 
for analysis from manufacturers and wholesalers, non-appointment of Food 
Inspectors and acquittals of the accused in food adulteration cases due to 
procedural lapses of the department, already mentioned earlier in the Report 
of Comptroller and Auditor General of India - Civil - Government of Tamil 
Nadufor the year 1979-80 still persisted. Percentage of achievement against 
the quota fixed for lifting and analysing samples further declined from 34 in 
1995-96 to 12 in 1999-2000. Milk and milk products which are 
adulteration-prone were scarcely covered; vegetables and meat products 
were not at all analysed. Samples of branded items of the same type 
continued to be lifted and analysed. Delay in taking a final decision by 
Government on the proposals of the Department for amendments to the 
notification under the Act/Rules resulted in non-recruitment of new Food 
Inspectors and consequently the strength of Food Inspectors was declining. 
Overall, there are vital gaps in manpower and infrastructure leading to a 
very ineffective implementation of the Act and serious thinking is required 
by Govemment to strengthen the enforcement of the Act by looking into the 
deficiencies, bridging the gaps and specially the organisational structure of 
this agency which is presently under the overall charge of the Director of 
Public Health and Preventive Medicine. 

Out of 1134 Corporations, Municipalities and Town Panchayats 
and 12,612 village panchayats, the Act was implemented only in 479 local 
bodies and 2 village panchayats. Of these, Food Inspectors were available 
for taking samples only in 110 local bodies. 

(Paragraph 3.3.5.1) 

Targets for lifting of samples by local bodies were not revised since 
February 1987, to cope with the increase in the number of food items 
covered under the Act and the increase in the number of vendors. 

(Paragraph 3.3.5.2) 

Number of samples taken and analysed steeply declined and the 
percentage of achievement in this regard decreased from 34 in 1995-96 to 
12 in 1999-2000 due to non-availability of Food Inspectors. 

(Paragraph 3.3.5.3(a)) 

Abbreviations used in this review are listed in the Glossary in Appendix XL VII 
(page 276). 
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Despite the recommendations of the Public Accounts committee, 
samples taken from manufacturers/wholesalers were inadequate with 
their percentages ranging from 1.2 to 2 . .4 during the period 1995 to 1998; 
samples of milk and milk products, wherein the probability of 
adulteration was more, were lifted and analysed only to a small extent; 
samples of branded items of the same type were continued to be lifted and 
analysed even though the percentage of adulteration in those items was 
very low; inadequate sampling was done in respect of mineral water and 
Pan Masala and Ghutka; fruits, vegetables and meat products were not 
analysed at all, although the risk of adulteration was high in those 
products. 

(Paragraphs 3.3.5.4 to 3.3.5.6) 

Against the required strength of 1200 full time Food Inspectors, 
only 139 part time Food Inspectors were available. Delay in taking 
decision by Government for amending the existing Prevention of Food 
Adulteration Rules or the Adhoc/Special Rules resulted in depletion in the 
cadre of Food Inspectors. 

(Paragraph 3.3.6) 

Licence fee from vendors and fees for analysis of private samples, 
fixed as early as in 1961, were not revised. Proposals for revision 
submitted by Director of Public Health and Preventive Medicine were 
pending with Government, resulting in recurring loss of revenue to 
Government. 

(Paragraphs 3.3.8.l and 3.3.8.2) 

3.3.1 Introduction 

The Prevention of Food Adulteration Act (PF A Act), 19541 is a Central Act 
aimed at ensuring availabili ty of unadulterated food and drink to consumers, 
protecting them from fraud ulent trade practices and provid ing guidance/norms 
to the manufacturers/dealers of food articles. The Act was implemented in the 
State from June 1955. The 'P FA Rules, 1955 ', framed under the Act, lay 
down the definitions and standards of quality for food , labelling requirements, 
the limits for poisonous metals in foods , the nature and quantities of additives 
permissible in foods and the conditions to be observed in the manufacture and 
sale of food. 

The State Government framed rules called the ' Madras (Tamil Nadu) PFA 
Rules, 196 1 '. 

The Act covers al l the articles used as food or drink for human consumption 
other than drugs and water and broadly inc ludes Beverages, Spices and 
Condiments, Sugar and Sweetening agents, Mi lk and Milk products, Edible 
Oi ls, Fat products, Cerea ls, Pulses and its products, Fruit products and Mineral 
water. Standards of quality have been defined fo r 32 broad categories of food 
items. 

Effective from I June 1955. 
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3.3.2 Orga11isatio11al structure 

The Director of Public Health and Preventive Medicine (DPHPM) is 
implementing the Act under the administrative control of Secretary, Health 
and Family Welfare Department at Government level. The Joint Director of 
Public Health and Preventive Medicine (JDPHPM) (PF A Act) assists the 
DPHPM in the implementation of the Act. JDPHPM (PFA) issues written 
consent to launch prosecution under section 20( I) of PF A Act, 1954 to the 
Food Inspectors (Fis). 

Medical Officers of the Primary Heal th Centres and the Health 
Officers/Commissioners were declared as Local Health Authorities for Town 
Panchayats/Panchayat Unions and Municipalities/Corporations respectively 
for the purpose of the Act. Sani tary Inspectors attached to Corporations/ 
Municipalities/Town Panchayats and Health Inspectors Grade- I attached to the 
Primary Health Centres are acting as part time Fis. 

In the State. there are six Food Analysis Laboratories (FALs) under the control 
of DPHPM at Guindy, Coimbatore, Madurai , Salem, Thanjavur and 
Palayamkottai. The laboratory at Guindy is headed by Government Analyst. 
Other laboratories arc headed by Public Analysts. In addition, there is one 
Food Analys is Laboratory (Autonomous) headed by a Public Analyst 
exclusively for the Corporation of Chennai. 

3.3.3 Audit coverage 

A review of the implementation of PF A Act, 1954 had already appeared 
earlier in the Report of the Comptroller and Auditor General of India, 
Government of Tamil Nadu (Civil) for the year ended March 1980 and was 
also discussed by the State Public Accounts Committee (PAC) during July 
1984 and recommendations of PAC given in March 1985. The 
recommendations bavc been di.scussed in re levant paragraphs of this review. 
For the current review, the records relating to implementation of the Act 
during 1995-96 to I 999-2000 in the Department of Health and Family Welfare 
in Secretariat, Directorate of Public Health and Preventive Medicine, Office of 
the Commissioner of Municipal Administration, Directorate of Town 
Panchayats and six FA Ls attached to the Directorate and one F AL at Chennai 
Corporation and in 59 local bodies (5 Corporations, 37 Municipalities, 16 
Town Panchayats and one Panchayat Union) spread over 16 districts2 were 
test-checked during November 1999 to April 2000, besides the records of the 
offi ces of the Deputy Directors of Health Services (DDsHS) at Coimbatore, 
Madurai , Salem, Thanjavur and Thiruvarur. 

3.3.4 Financial performance 

For the implementation of the Act, an expenditure of Rs 5.22 crore under non
plan head was incurred during the period l 995-96 to 1998-99 towards the six 
FALs. In addition, an expenditure of Rs 15.99 lakh was incurred from the 
Central assistance received towards purchase of equipment for the laboratories 
dllring the same period. 

Chennai, Coimbatore, Dhannapuri, Karur, Madurai. Nagappatlinam, Namak kal, 
Ramanathaµuram, Salem, Sivaganga, Thanjavur, Thcni. Tiruchirappalli. Tirunelveli, 
Thiruvt1rur and Virudhunagar. 
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The expenditure on pay and allowances of the sanitary inspectors acting as 
part ti me Fis are met fro m the funds of the local bodies, as they attended to 
various duties relating to maintenance o f Publ ic Health , conservancy etc 
ass igned by the local bodies, in addition to PF A work. 

3.3.5 Physical performance 

3.3.5. I Poor coverage ofareas 

Though the Act was applicable to the enti re State and came into force from 
June 1955, its coverage was extremely poor. It was observed that out of 1134 
loca l bodies3

, the Act was implemented on ly in 479 loca l bodies (42 per cent) 
and of this, Fis were available and taking samples only in 110 local bodies ( l 0 
per cent). Further, out o f 12,6 12 village panchayats, the Act was implemented 
on ly in 2 vil lage panchayats; even these had no F is. 

3.3.5.2 Non-revision of target fixed for lifting samples 

DPHPM had fi xed (February 1987) the monthly quota of total number of 
samples to be lifted by each local body through Fis and for analysis by the 
laboratories. This had not been revised since then, though the Act has been 
amended several times to bring within its purview additional food items and 
food vendors. Thus, the enforcement of the Act could not be construed as 
effective. Government in its reply (July 2000) stated that in view of reduction 
in strength of Fis, the revision of targets would not give fruitfu l result. The 
contention o f the Government was not tenable as the target needed to be 
refixed considering the increase in vendor population and food items, and a 
compari son of present achievement against a target fixed w ith reference to 
parameters existing in the distant past would not be appropriate. PAC also 
emphasised the need for fi xing targets commensurate with the increase in the 
population. Even with reference to the existing norms, the performance was 
not only poor but had deteriorated over the years, as discussed in the fo llowing 
paragraphs. 

3.3.5.3 Non-achievement of target fixed for lifting samples 

(a) The fo llowing table would show that the percentage of samples lifted 
against the quota fi xed by Government during 1995-2000 in the State as a 
whole had decl ined from 34 in 1995-96 to only 12 in 1999-2000. 

Year Number of F is Number of samples Percentage of 
available To be lifted Actually achievement 

as per the lifted 
quota 

1995-96 38 1 33096 11273 34 
1996-97 236 33096 8440 26 
1997-98 205 33096 6222 19 
1998-99 174 33096 4 153 13 
1999-2000 139 33096 4092 12 

6 Corporations, 102 Municipali ties, 2 Cantonments, 637 Town Panchayats and 
387 Panchayat Unions. 
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The decrease was attributed (July 2000) by Government to the decrease in the 
availability of Fls for taking samples. Factors contributing to the non
availability of required Fls are discussed elsewhere in the Review. 

(b) An analysis of the samples lifted in 59 local bodies test-checked 
revealed that the percentage of samples lifted with reference to the quota fixed 
decreased from 45 per cent to 20 per cent during the period 1995-99 as given 
below: 

Year Number of Number of samoles Percentage 
Fis as per the actually of 
available quota taken achievement 

fixed 
1995-96 163 11698 5227 45 
1996-97 14 1 11698 454 1 39 
1997-98 114 11698 3379 29 
1998-99 90 11 698 2284 20 
1999-2000 67 8774 1938 22 
(up to . 
December 
1999) 

The achievement was very poor in Coimbatore Corporation (3.8 per cent), 
Salem Corporation (12 per cent) and Chennai Corporation (30.5 per cent). 
The percentage varied only between 6.6 and 18.9 in 15 local bodies4

. 

It was observed that despite the availability of part time Fis in these local 
bodies (except in Nagappattinam Municipality), the quota fixed for the local 
bodies was not achieved resulting in the poor implementation of the Act. 

(c) The Central Committee of Food Standards (CCFS)5 fixed a quota of 
four samples per month to be lifted by a part time Food Inspector. Even 
against this, the achievement ranged only between 50 per cent and 75 per cent 
during the period 1995-96 to 1999-2000 as given below: 

Year Number of Number of sarnoles Percentage of 
Fis available To be lifted as per the Actually achievement 

a uota fixed bv CCFS lifted 
1995-96 381 18288 11273 62 
1996-97 236 11328 8440 75 
1997-98 205 9840 6222 63 
1998-99 174 8352 4 153 50 
1999-2000 139 6672 4092 61 

Municipalities - Chinnamanur, Krishnagiri, Kumbakonam, Mayiladuthurai, 
Melur, Mettur, Nagappattinam, Ramanathapuram, Sathur, 
Thanjavur, Thiru11angalam and Thiruvarur. 

Town Panchayats - Kuniamuthur, Sendamangalam and Valparai. 
Committee constituted by Central Government to advise the Central and State 
Governments in matters arising out of the Administration of the Act. 
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3.3.5.4 Inadequate sampling.from manufacturers/wholesalers 

The Public Accounts Committee, in its Report No. 33-YII Assembly, of 
March 1985 on the Review on the implementation of the Act included in the 
Report of the Comptroller and Auditor General of India for 1979-80 (Civil) 
Government of Tamil Nadu, observed that the drawal of samples at premises 
of manufacturers/wholesalers is of great importance as it helped in detecting 
the adulteration at the source itself, and recommended that the monthly quota 
of samples to be drawn for this purpose should be increased to at least I 0 per 
cent of the number o f units functioning and it should be ensured that all the 
units were covered at least once a year. The memorandum of instructions 
issued by DPHPM in 1973 for officers implementing the PFA Act, 1954 also 
stressed the need for giving priority for lifting samples from wholesale dealers 
since the scope for adulteration was more at that juncture. However, out of the 
tota l samples collected and analysed during 1995 to 1998, the percentage of 
samples collected from manufacturers/wholesalers was very poor ranging 
between 1.2 and 2.4, as furnished below: 

Serial Year Total Number of Percentage Number of samples 
Nu mber nu mber of samples collected to total fou nd to be 

samples from samples adulterated (6) 
collected ma nufacturers/ Column 4 O ut of Out of 
and wholesalers to Total Column 4 
analysed Column 3 samples 

(1) (2) (3) (4) (5) 6(a) 6(b) 

I 1995 11 978 140 1.2 61 8 5 

2 1996 9274 227 2.4 443 11 

3 1997 7055 92 1.3 481 8 

4 1998 4679 77 1.6 241 0 

(Details for the year 1999 not available) 

It was also observed from the sample registers maintained in the test-checked 
local bodies that samples of food were not lifted from hotels, restaurants, etc. 
Full details of the manufacturers, wholesalers, retailers and street vendors 
were a lso not availab le in the offices of DPHPM and Director of Municipal 
Administration so as to ensure that adequate number o f samples were lifted 
from all categories of food vendors to ensure prevention o f adulteration at the 
source level. 

3.3.5.5 Coverage of food items 

Memorandum of Instructions for officers implementing the Act provided, as a 
rule, that sampling should be restricted to the food items wherein adulteration 
and/or misbranding was most likely viz. milk, ghee, butter, gingelly oil, 
coconut oi l, coffee powder, tea, turmeric, toor dal, flours, honey, aerated 
water, sherbeths and artificially coloured foods like sweets etc. It also 
mentioned that the samples of food items wherein food adulteration was not 
likely as it could be detected by the consumers themselves should not be lifted 
merely to achieve the monthly quota. DPHPM also instructed (December 
1993) the Fls to lift variety of food samples. 
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Details of food samples (categorywise) analysed and the samples found 
adu lterated during the period 1995-96 to 1998-99 (Append ix XXII) revealed 
that the samples of spices and condiments, tea , coffee and chicory, edible oi ls 
and cerea l products, where the percentage of adulteration was on ly 3, 
constituted 74 per cent of the total number of samples li fted. However, the 
samples of milk, butter, ghee, ice creams and fruit products lifted where the 
percentage of adulteration was about 32 constituted only 7 per cent of the 
samples lifted. This showed that adequate attention was not being paid to the 
adulteration prone items and the instructions on the subject were not being 
fo llowed. 

Samples of branded goods of the same type where probability of adulteration 
was less were continued to be lifted. Certain special food items popular in 
some areas such as Sago and Tapioca Products in Salem district, banana chips 
in Coimbatore district and haf wa in Tirunelveli were rarely lifted. Jnspite of 
specific instructions from GOI/DPHPM, samples of milk were not lifted from 
coll ecting centres, dairies and moving tankers and samples of fruits, 
vegetables and meat products were not taken; number of samples of 
carbonated beverages lifted was negligible. 

3.3.5.6 Inadequate Sampling 

(i) Mineral water 

DPHPM, in view of the reports from various consumer organisations 
regarding the adulteration of about 65 per cent of bottled mineral water, issued 
instructions (January 1997) to all Fis to lift at least one sample every month 
and send to the FAL, Guindy. Instructions were reiterated (December 1999). 

However, as per the reports of FAL, Guindy, only 38 samples of mineral water 
were received during 1997-98 to 1999-2000 (upto December 1999) from the 
local bodies as against the 5799 samples required to be lifted at the rate of one 
sample per month per Fl. The F AL did not have necessary infrastructure viz., 
equipments, glassware, chemicals and furniture and staff (analysts, technicians 
and supporting staff) for micro-biological analysis. The micro-biological 
analysis was being conducted with the help of the Chief Water Analyst of the 
King Institute, Guindy. A micro-biologist was posted to the F AL in April 
1999; other allied posts and required infrastructure were yet to be provided. 
Thus, the testing of mineral water was highly inadequate. 

(ii) Pan Masala and Ghutka 

Ministry of Health and Family Welfare, GOI requested (December 1997) the 
DPHPM and Public Analysts to keep a vigil and check on adulteration in Pan 
Masala and Ghutka in view of reports that Magnesium Carbonate, an 
anti caking agent, was being used in those items in contravention of PF A Rules 
1955. Further, Government of India requested (March 1999) the State 
Government to keep a vigil on the manufacturing premises of these items and 
take action against those violating the provisions of the Act and rules. 
DPHPM instructed (April 1999) the Local (Health) Authorities and DDsHS to 
arrange for lifting samples and for their analysis. These instructions were 
reiterated again in October 1999. However, as of March 2000, only 3 samples 
of Pan Masa la/Ghutka had been lifted in the entire State. 
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Earlier, Public Analyst of F AL of the Corporation of Chennai reported (March 
1998) to DPHPM that detailed analysis of Pan Parag/Ghutka revealed that the 
sample contained injurious ingredients other than Nicotine deri ved from 
tobacco and suggested the ban on production of Pan Parag/Ghutka. Final 
action in this matter had not been taken so far (March 2000). Thus, inspite of 
the instructions of GOI and potential injury to public health. no effective 
action was taken by the Department to give adequate coverage to this item. 

3.3.5. 7 Non-testing o.ffood articles for pesticide residue, A.flatoxin and heavy 
metals and non-testing of containers 

The Director General 'of Health Services, New Delhi issued instructions to all 
the Food (Health) Authorities during 1996 to 1999, to · undertake analysis to 
detect crop contaminants like Aflatox in, pesticide residue, heavy metals in the 
food arti cles and to ensure confo m1i ty with standard prescri bed in PF A Act. 

A scrutiny of in formation and records made available to audit disclosed that 
the analys is for presence of heavy metals was done on limited items, while 
tests for Aflatoxin and pesticide residue were not at all done in the FA Ls. 
Further, it was also observed that containers in which food items were sold 
were not checked in the laboratories with regard to fSI specifications/other 
standards as specified in the Pf A Rules. This was attributed by the 
Government/Public Analysts of the FA Ls to lack of tra ined manpower, 
equipment and chemicals in the laboratori es. 

3.3.5.8 Performance of laboratories 

Quota fo r samples to be analysed by 7 F ALs under PF A Act had been fixed as 
33,096 per annum and notified by the DPHPM as early as in 1987 based on 
the samples to be collected from the local bodies. A perusal of the samples 
analysed by 7 FALs during tbe period 1995-96 to 1999-2000 revealed that the 
number of samples analysed had decreased considerably from 11 ,647 to 4, 122 
and as compared to the quota fi xed by DPHPM, the percentage of samples 
analysed decreased from 35 per cent in 1995-96 to a mere 12 per cent in 1999-
2000. The main reason attributed by the analysts of the F ALs for the non
achievement and the decline in the percentage of achievement over the years 
was the non-ava ilability of Ff s for li ft ing the samples. Thus, due to the non
achievement of the target fixed, the laboratori es were grossly under-utilised. 

3.3.6 Food Inspectors 

Against the requirement of 1200 Fis (at the rate of one full-time FI for local 
area hav ing a population of 50,000), only 139 part-time Fls were available at 
present. Following points were observed in this regard: 

(i) As per the amendments made (February 1980 and March 1983) to Rule 
8 of the Act, after I April 1985, on ly a person who is a graduate in Science 
with Chemistry as one of the subjects or a graduate in any one of the fo llowing 
d isciplines viz., Agriculture, Publ ic Health, Pharmacy, Veterinary Science, 
Food Technology and Dairy Technology or diploma holder in Food 
Technology or Dairy Technology can be given training in Food Inspectjon and 
be appointed as Fl. Although the DPHPM requested (May 1995) all the 
Commissioners of Corporations and Municipal ities and the Director of Town 
Panchayat to issue instructions to the Sanitary Inspectors working under them 
to acquire the required qualification, no further improvement was seen in the 
matter. 
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(ii) DPHPM requested (February 1998 to April 1998) the Government in 
Health and Family Welfare Department, Commissioner of Municipal 
Administration, Director of Town Panchayat and the Commissioners of six 
Municipal Corporations for amending the adhoc/special rul es for recruitment 
of Sanitary Inspectors/Health Inspectors to the effect that I 0 per cent of these 
posts would be reserved for those candidates possessing qualification required 
for Fls, so that they can be utilised for lifting samples. However, no 
amendments to this effect were made. 

(iii) While amending (February 1996) the original notification of 7 
December 1955, Government substituted the expression " Health Inspectors" 
by "Health Inspectors Grade I" for appointment as Fis, provided they 
possessed the necessary qualification and underwent the training in food 
inspection and sampling. Though none of the officials working as Health 
Inspectors Grade I possessed the qualification prescribed, a proposal of 
DPHPM to make eligible the available Health Inspectors Grade II and Health 
Inspectors Grade I B6 with the required qualification by amending the 
notification was pending with the Government (April 2000) since May 1996. 
As a result, 32 Health Inspectors Grade II and 30 Health Inspectors of Grade 
IB, who were already trained in food inspection and sampling during 1996 and 
1999, could not be utilised for sampling. Also, about 200 Health Inspectors of 
Grade IB and II possessing the qualification were available, but could not be 
imparted necessary training and utilised as Fls. 

(iv) Similarly, a proposal of the DPHPM to amend the notification to make 
eligible the Sanitary Officers and Block Health Supervisors to act as Fis was 
also pending with the Government since December 1997. As a result, 32 
Sanitary Officers and 12 Block Health Supervisors could not be utilised for 
food inspection. 

(v) PAC, in pursuance of its previous Report, had recommended ( 1996-97) 
the appointment of full time Fis for the efficient implementation of the Act. 
Though the State Government had reported that thi s could not be done due to 
financial constraint, the PAC observed that the financial constraints should not 
be allowed to stand in the way of effecti ve implementation of the Act. 
However, the part-time Fis continued as such, and besides attending to the 
implementation of the Act, they had to attend various other duties such as 
conservancy, detection and prevention of infect ious diseases, health 
propaganda, inspection of places of dangerous and offensive trade and issue of 
licences etc. Thus, the implementation of the Act was affected to a great 
extent due to non-availability of required Fis for lifting samples. 

3.3. 7 Prosecution and Acquittals 

3.3. 7.1 Delayed prosecution 

(i) Fls have to launch prosecution against the vendors whose samples 
were found adulterated/misbranded or for violation of the provisions of the 
Act after the receipt of an analysis report from the Analyst and a written 
consent from JDPHPM. The prosecution has to be launched as early as 
possible, as the vendor has the right to cause analysis of the second sample, 
kept by the Local (Health) Authority, in the Centra l Food Laboratory, under 
Section 13(2) of the Act and the same assumed significance if the sample 

6 Erstwhile Leprosy Inspector redesignated consequent to the integration of Leprosy 
Control Programme with Multi -purpose Health Workers Scheme in June 1997. 
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happened to be a cooked food or a food made of mi lk, which would 
deteriorate in quali ty if de layed. Such delays in launching prosecution had 
resulted in acquittal o f the accused as seen from various j udgements of Courts 
in this connection. Department itself had stated in May 1995 that only 50 per 
cent of the adulterated cases were prosecuted and the prosecution was not 
launched or belatedly launched in the remaining 50 per cent of cases. 

Test-check of records in the Di rectorate revealed that in respect of 20 
adulterated cases (including 16 items of mil k/milk products) re lating to 
samples taken during the period between March 1994 and N

1

ovember 1996 by 
the Fis of C hennai Corporation, the proposa ls for grant of sanction to lau nch 
prosecution were submitted after a delay rang ing fro m 5 months to 3 years. 

(ii) Prosecution was launched in respect of 1395 cases during 1995-96 to 
1999-2000. It was noticed that courts ordered acqu ittal in 437 cases7 and 
conviction in 692 cases7 during the same period. A scrutiny of records 
re lati ng to I 08 cases of acqui ttal in the Di rectorate revealed that the acquittal 
was due to procedura l lapses on the part of Department like delay in launching 
prosecution, non-production o f appointment order I trai ning certificate of the 
Food Inspector in support of their qualification, fai lure to issue notice under 
section 13(2) to the vendor along w ith the copy of analysis report, non
observance of procedure prescribed fo r sampling etc. These irregu lari ties 
persisted despite being pointed out in the previous Audit Report and PAC's 
recommendations thereon requiring a case study of such acq uittals and 
necessary steps to avoid such acquittals in future . 

3.3. 7.2 Huge pendency of cases 

As per the annual reports on the working of the PF A Act in the State, out of 
8 133 cases pending in the court as of 3 1 December 1998, 70 11 cases were 
pending for more than 3 years. Non-execution of non-bailable warrants 
aga inst the accused due to their absconding and non-avai labi li ty of Fis in the 
loca l bodies to attend to court cases were the main reasons for the 
accumulation of cases. 

3.3.8 License fee and fees for analysis 

3.3.8. J licence.fee 

The Commissioners of Corporation and Municipalities, the Executi ve Officers 
of Town panchayats/Townships and the Commissioners of Panchayat Unions 
are competent to issue licences to vendors under PF A Act. The fees specified 
to be co llected as per PF A Rules of 196 1 ranged from Rs 3 to Rs 25 for fresh 
licence and Re I to Rs 15 for renewal according to the category of vendor viz. 
who lesaler, retail er and hawker. Scrutiny of records in the local bodies and 
the information furnished by them revealed that 

(i) the licences to vendors were not issued in the proper fom1 (Form B) 
prescribed by the Department except in the Munic ipalities in Thanjavur 
District. 

(ii) no demand registers were ma intained by the Corporati on of Chennai at 
Central/Zonal level with the result that the correct amount of the licence fee 

The fi gures against convictions and acquitta ls represent the number of convictions 
and acquittals secured during the said period. 

81 



Non-revision of 
license fees since 
1988. 

Analysis fees not 
revised for the last 40 
years. 

Entrustment of 
various other duties 
to Fis and dual 
control on the Fis 
resulted in shortfall 
in collection of food 
samples. 

Audit Report (Civil) for the year ended 31 March 2000 

due to be collected could not be ascertained. Detai ls of total number of food 
vendors in Chennai Corporation to whom licences were to be issued were not 
on record. Thus, there was no system to ensure collection of license fees due. 

(iii) The DPHPM proposed as early as in 1988 for revision of license fees. 
The proposal was still under the consideration of the Government, and licence 
fee was continued to be collected at old rates. As per the proposed revision , 
the fees range between Rs 10 and Rs 50. Non-revision of fees resulted in loss 
of revenue to the local bodies. In the test-checked local bodies, the revenue 
loss calculated at the minimum proposed increase for renewal of license 
worked out to Rs 12.94 lakh8 for the period 1995-96 to 1999-2000. 

3.3.8.2 Fees.for analysis 

Rule 11 of the PFA Rules 1961 provides for charging a maximum of Rs 50 per 
sample for analysis of sample from a private person. In view of the multi fold 
increase in the cost of chemicals used for analysis and glassware, increase in 
number of tests involved and increase in the establishment cost and other 
overhead charges, the laboratories in the State were pressing for revision of 
analysis fee. DPHPM proposed (December 1991) to revise the analysis fee 
from Rs 50 per sample to Rs 250 per sample and submitted revised proposal in 
February 2000 for charging fees ranging from Rs 300 to Rs 500 for various 
categories for private samples. Government had not taken any decision in the 
matter so far. Non-revision of fees resulted in loss of revenue to Government. 
Adopting an increase of Rs 200 per sample, the loss of revenue during 
1995-96 to 1999-2000 on 1371 samples analysed by 6 FALs worked out to 
Rs 2. 74 lakh. 

Incidentally, it was observed that the Central Food Laboratory, which is also 
analysing samples under section 13(2) of the Act, had revised (November 
1998) the fees for analysis of food per sample from Rs 200 to Rs 1000 with 
effect from 20 May 1999. 

3.3.9 Monitoring and Evaluation 

The implementation of the Act is monitored by DPHPM at the apex level 
assisted by JDPHPM(PFA). However, full details regarding incumbency of 
Fls and pendency of cases in various local bodies , details of fines imposed by 
court and their apportionment between local bodies and Government were not 
available with him. While the Act was administered at the apex level by Public 
Health Department, the field level implementation was with the Sanitary-cum
Food Inspectors functioning under the day-to-day admini strative control of the 
local bodies. Thus, dual control of Fis stood in the way of effective 
monitoring of the implementation of the Act. Entrustment of various duties to 
the part-time Fis of the local bodies other than taking samples resulted in 
shortfall in collection of samples when compared to the quota fixed for thi s 
purpose by DPHPM . 

At the District level , DDsHS were to review the perfom1ance of local bodies 
falling in their districts. Records in the districts test-checked revealed that no 
review meetings were held in Salem for the analysis of the perfom1ance of Fis 
and in respect of Thanjavur, no information on conduct of rev iew meetings 
has been furnished. Even where meetings were held, only oral instructions 
were issued routinel y and the attendance of Fls in such meetings was very 

2,58,705 vendors during 1995-96 to 1999-2000 @ Rs 5. 
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poor. No separate staff was earn1arked for monitoring the implementation of 
the Act. 

No records were produced to Audit regarding the monitoring at Government 
leve l. 

l\o evaluation was conducted on the implementation of the Act either by any 
Government agency or by private agency. 

Government, in repl y (July 2000), generally accepted the facts. 

3.3.10 Co11c/usio11 

In the light of the foregoing , the critical questions that should bother the 
administrator of the PF A Act relate to organisational and man power 
requirements. 

First is the question of DPHPM being the admin istering authority of the Act. 
As revealed by Audit analysis, the officer, be ing overwhelmingly busy in his 
own profession, is hardly expected to give adequate attention to issues relating 
to implementation of PF A Act. At the district level , the position is no better. 
Second is the question of inadequate number of Food Inspectors and the types 
of food articles to be sampled. Perhaps the Government need to think afresh 
regarding the organisation and management of the PF A Act with a view to 
making it more effective and capable of enforcing the Act and the Rules 
governing food adu lteration, since it is a vital issue o f public health and 
peoples' well being. 

./ 
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3.4 Working of Rural Development Department 
(Rural Development Department) 

Summary Highlights 

The ultimate objective of the Rural Development Department is to alleviate 
poverty and improve the standard of living of the rural populatio11. 
According to the survey conducted by the Rural Development Department, 
the number of families below poverty line in the State as a whole declined 
from 31.46 lakh in 1991 to 27.38 lakh in 1999. However, in five districts, 
there was an increase in the number of Below the Poverty Line families by 
3.5 to 24.4 per cent ill 1999 as compared to 1991 indicating that the Rural 
Development in these districts was inadequate. Some significant findings of 
the audit review of the working of the Rural Development Departme11t are 
given below : 

Substantial surrenders during 1996-97, 1997-98 and 1999-2000 
show that supplementary grants obtained were not necessary and the 
excess expenditure of Rs 40.53 crore during 1998-99 indicates that 
supplementary grants obtained were not adequate. 

(Paragraph 3.4.4.2) 

The decision of the Government to charge maximum permissible 
limit of administration cost of the Centrally Sponsored Schemes 
irrespective of the actual expenditure incurred resulted in excess charging 
of Rs 3.28 crore in 1998-99. 

(Paragraph 3.4.4.3) 

Government diverted Rs 8.81 crore out of the Tenth Finance 
Commission grants received from the Government of India for the 
purchase of jeeps. 

(Paragraph 3.4.6.1 (iii)) 

The inadequate planning and consequent delay in utilisation of 
Central assistance released for Central Rural Sanitation Programme 
resulted in non-receipt of Central assistance of Rs 2.37 crore. 

(Paragraph 3.4.7.1 (a)) 

Though Government released Rs 77.77 lakh during 1997-98 and 
1998-99 for implementing three schemes, the District Rural Development 
Agencies did not plan and execute these schemes resulting in blocking of 
funds. 

(Paragraph 3.4.7 .. 1 (c)) 

Excess expenditure of Rs 1.68 crore was incurred due to purchase 
of cement from Tamil Nadu Cement Corporation at higher rate. 

(Paragraph 3.4.8.1) 

Adoption of uniform staffing pattern irrespective of the size of the 
block resulted in under-utilisation of staff in some blocks. 

(Paragraph 3.4.9.2 (a)) 

Abbreviations used in this review are listed in the Glossary in Appendix XL Vll 
(page 276). 
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After introduction of Swarna Jayanthi Gram Swarozgar Yojana in 
which the Extension Officers did not have any role, Government did not 
review the manpower position for redeploying the 770 Extension Officers 
elsewhere. 

(Paragraph 3.4.9.2 (b)) 

3.4.1 fotrod11ctio11 

The function of Rural Development Department is to all ev iate poverty through 
self-employment and wage-employment programmes, build rural 
infrastructure, provide and maintain basic amenities and services in the rural 
areas, with the ultimate obj ect of improving the standard o f li vi ng in the rural 
areas. This objective is being accompl ished by the implementation of various 
State and Centrall y sponsored programmes. 

3.4. 2 Orga11isatio11al set up 

The Secretary to Government, Rural Development Department and the 
Di rector of Rural Development (ORD) are responsible for implementation of 
Rura l Deve lopment programmes and monitoring acti vities of Panchayati Raj 
institutions. 

At the Distri ct level, Co llector di rects and coordinates a ll Rura l Development 
Programmes; he is also the Inspector of rura l local bodies and in that capacity 
he has been assigned certain duties by the Panchayat Act. He is assisted by 
Personal Assistant (Panchayat Development), Assistant Director (Panchayats) 
and Assistant Director (Aud it). 

The Collector is also the Chairman of District Rural Development Agency 
(DRDA) and is ass isted by the Project Offi cer of DRDA in implementation of 
vario us programmes in the district. The Project Officer, DRDA is assisted by 
s ix Assistant Project Offi cers looking after scheme implementation, 
monitoring and evaluation, statistics, etc. The accounting functions are looked 
after by an Accounts Officer. 

The block is the basic unit for preparation of Annual Plan and implementation 
of various schemes. There are two Block Development Officers (BDO) at 
block leve l, one looking after Block Panchayats (BP) and the other Village 
Panchayats (VP). 

The schemes are implemented at the Village Panchayat level by the president 
o f the Village Panchayat, mon.itored by the BOO (VP). There are 28 ORD As 
and District Panchayats, 385 Panchayat Unions and 12,6 17 Village Panchayats 
in Tamil Nadu. 

3.4.3 Audit Coverage 

Functioning of the Department during 1997-98 to 1999-2000 was reviewed 
by test-check of records of the Department at the Secretariat, Directorate, 
Commissioner of Training and in six sample districts 1• In the sample districts 
records were test-checked at Collectorate, DRDAs and 28 blocks. 

I. Erode, 2. Kancheepuram . 3. Madurai, 4. Salem, 5. Yellore and 6 . Yi llupuram. 
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3.4.4 Budgetary process 

3.4.4. I Budgeting 

The budget provision a nd expenditure incurred under on Plan and Plan heads 
of Ru ral Development Department during 1997-98 to 1999-2000 we re as 
follows : 

(R upccs m crorc 

Plan Schemes 

Non-Plan 
State Plan schemes Centrally 

Total 
sponsored/ 

Year shared schemes 
Budget Actual Budget Actual Budget Actual Budget Actual 
provision ex pen- provision ex pen- provision ex pen- provision ex pen-

di tu re di tu re diturc diture 
1997-98 466.45 472.28 466.80 428.7 1 18.43 23.46 95 1.68 924.45 
1998-99 694.80* 760.80~' 505.66 479.42 24 .17 24.94 1224.63 1265. 1(1 
1999-2000 727. 14 724.72 484.00 458. 12 25. 18 26.03 1236.32 1208.87 

Savings/excess 
reveals lack of 
control over 
expenditure. 

Deduction towards 
administrative 
expenditure in excess 
of actual 
requirement. 

* 

(a. 

The steep increase in budget provision for 1998-99 in comparison to 1997-98 was 
due to inclusion of noon meal Scheme 

The increase was due to implementation of Fifth Pay Commission and 
consequent payment of arrears of pay and allowances 

Expenditure was consiste ntly less than the provisions under the State Plan 
heads indicating that the administrati ve machinery was unable to cope with the 
demands of various schemes of the Department. 

3.4.4.2 Injudicious surrender of Funds 

Scrutiny revealed that estimation of expenditure even in the last week of the 
financia l year was not close to the actual expenditure. 

(Rupees in crore) 

Year Total Budget Supplementary Actual Amount Actual 
provision grant obtained expendi- surrendered Excess(+)/ 
including during last week tu re during last week Savings(-) over 
suoolementarv of the vear of the vear the e:rant 

1996-97 5 13.25 18.49 486.97 2.58 (-) 26.28 
1997-98 95 1.68 16.75 924.45 8.68 (-) 27.23 
1998-99 1224.63 • 1265.16 4.43 (+) 40.53 
1999-2000 1236.32 b 1208.87 8.99 (-) 27.45 

•: Rs 0.04 lakh only; b: Rs 0.23 lakh only 

It may be seen from the table above that in 1996-97, 1997-98 and 1999-2000 
there was huge savings, showing that supplementary grant obtained was 
unnecessary. In 1998-99 there was excess over grant, showing that 
supplementary grant was inadequate and surrender was injudicious. 

3.4.4.3 Administrative expenditure 

Government of India (GOI) permits the DRDAs to deduct upto a certain 
percentage from the allocation for a Centrally sponsored scheme to meet their 
admini strative expenditure towards the scheme. Since 1990-9 1, the DRDAs 
have been deducting the maximum permissible administrative expenditure 
from the allocation to each scheme, and after meeting the actual admini strative 
expenditure, which was much less, the unspent balance was remitted to the 
State Government account. DRDAs also exhibited in their accounts the 
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maximum permissible administrative cost under each scheme as the actual 
administrative expenditure, which falsified the accounts. Total funds so 
transferred to State Government account during 1998-99 amounted to Rs 3.28 
crore. 

3. 4. 4. 4 Other deficiency noticed 

ln respect of 4 schemes2 Rs 17.66 crore and Rs 12.59 crore were surrendered 
in 1997-98 and 1998-99 respectively, revealing inaccurate estimation even at 
the fag end of the year. 

3.4.5 Expenditure Control 

3. 4. 5. J Excess/Short appropriation of f unds at reappropriation level 

In respect of ten heads of account during 1997-98 to 1999-2000, it was noticed 
that while Rs 334.05 lakh were provided by reappropriation, the actual 
expenditure was less than the budget allotment. The re-appropriation was 
unnecessary, indicati ng deficient estimations. 

Similarl y, in respect of eight heads of account, duri ng 1997-98 to 1999-2000, 
it was noticed that Rs 24.48 lakh had been withdrawn at the reappropriation 
stage whereas actua ls were more than budget allotments . Reappropriation was 
not j us ti fi ed, pointing to lack of control over expenditure. 

3.4.5.2 Funds provided in supplementary grant diverted through 
reappropriation 

Rupees 15 crore provided fo r construction of group houses fo r Schedu led 
Castes/Scheduled Tribes (SC/ST) through supplementary grant was 
surrendered as savings and reappropriated to Indira Awaas Yojana to me-et the 
state share of matching grants. Rupees 0.99 crore provided fo r Million Wells 
Scheme as supplementary grants was surrendered as savings and 
reappropriated. Thus, money authorised by the Legislature for a specific 
purpose was diverted without the legislative approval. The instances cited go 
to point out that budgetary estimates were not prepared on scientific/accurate 
bas is. 

3.4. 6 Financial Management 

3.4.6. l Ad111inis1ration of Tenth Finance Commission grants 

The GOl re leased ad hoc grant of Rs 7 I .83 crore to Panchayati Raj Institutions 
from I 996-97 onwards based on the recommendation of the Tenth Finance 
Commiss ion (TFC) to supplement their resources. The grants so far received 
and distributed to the Panchayati Raj Institutions were as fo llows: 

I. Integrated Rura l Sani ta tion and Wate r Supply Proj ect with DANI DA 
ass istance (22 15-0 1- 102-11-PC). 

2. Integrated Rural Deve lopment Programme ( JR.DP) - T ra ining of Rural 
Youth for Se lf Employ ment (250 1-0 1-003-Vl-UA ). 

3. IRD P - Training under Special Component Pla n (250 1-0 1-789-1 1-.J B) 
4. IRDP - (250 1-0 1-800- ll-JB). 
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(R upees in crore 

1996-97 1997-98 1998-99 1999-2000 

District Panchayats 28.00 14.00 7.00 5.75 
Panchayat Unions 38.40 38.70 46.20 32.32 
Village Panchayats 5.43 19.13 18.63 33.76 

71.83 71.83 71.83 71.83 

ln test-check of connected records by audit, the following observations were 
made. 

( i) (a) The sample Districts of Kancheepuram, Villupuram and Vellore 
received Rs 19.46 crore as TFC grants during 1996-97 and 1997-98. 
However, neither the State Government nor the Panchayat Unions contributed 
equal matching grant as envisaged by GOI wh ile re leasing the grants. 

(b) In 1998-99 as against Rs 10.76 crore received as grant, the Panehayat 
Un ions in these 3 di stricts contributed Rs 3.98 crore only as matching grants. 

(i i) The District P anchayats of Kancheepuram and Vcllore uti lised 
Rs 37.70 lakh towards their administrative expenditure out of TFC grants of 
Rs 2 crore during 1996-97 in vio lation of GOJ guidelines. 

(i ii) ln 1998-99, a sum of Rs 8.8 1 crore out of the TFC grants of Rs 71.83 
crore received fro m GOI were di verted by the State Government for the 
purchase of 241 numbers of jeeps for Executive Engineers and Block 
Development Officers. 

(iv) During the year 1998-99 and 1999-2000, these grants could be drawn 
from the treasury only after one to s ix months for want of ways and means 
clearance from Government, although it was envisaged in the guidel ines that 
TFC grants should not be held back by the State Government. 

3.4.6.2 Diversion of funds 

lt was observed that in many cases DRDAs diverted funds in order to utilise 
the funds available in one scheme till the release of funds for another scheme. 
As per the scheme guidelines, diversion of funds from one scheme to another 
was not permissible. A sum of Rs 3.20 crorc was diverted from one scheme to 
another in the test-checked districts during 1997-98 and 1998-99. 

3.4. 7 Programme Management 

The objective of this review was to assess the systems and procedures for 
programme formu lation, execution, monitoring and evaluation at various 
leve ls namely, Secretariat, Directorate, District and Block. The Rural 
Development Department of Tamil Nadu is implementing 9 schemes shared 
between the Centre and State, 3 wholl y Central and 5 State Plan Schemes as 
shown in Appendix XXIII. 

The poverty level is the performance indicator of the Rural Development 
Department. Planning, monitoring and evaluation by the Department should 
be based on the measurement of poverty level. However the Rural 
Development Department conducted a survey in 199 1 and then only in 1999 
after a gap of eight years. 

According to the survey conducted by the Rural Development Department in 
1999 the number of rural families below poverty line (BPL) in the State 

\ declined from 31.46 lakh in 1991 to 27.38 lakb in 1999 ( 13 per cent). 
However, in five districts it was observed that there had been an increase in 
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the total number of Rural BPL families ranging from 3.5 to 24.4 per cent as 
shown below: 

District Total Number of Rural BPL Increase Percentage of 
famil ies in the year incr ease 

1991 1999 
Kancheepuram I 12235 125898 13663 12.2 
Vei l ore 184838 19 1360 6522 3.5 
Villupuram 199083 225581 26498 13.3 
Madurai 8763 1 99204 I 1573 13.2 
Thcni 4 1309 5 139 1 10082 24.4 

This indicates that the Rural Deve lopment efforts of the Department were 
ineffective in these di stricts. 

Four of the above di stricts namely Kanchcepuram, Vellorc, Yillupuram and 
Madurai also happen to be the sample di stricts selected for the review, where 
severa l deficiencies in the implementation of Rural Development programmes 
were noticed. 

The de ficiencies noticed in Programme Management are discussed below. 

3.4. 7. 1 Plann ing 

(a) Non-utilisation o_f'grants resulting in denial of Central assistance 

Information, Education and Communication Programme (!EC) , a component 
of Central Rural Sanitation Programme (CRSP) was implemented in 4 
districts3 of Tami l Nadu. The outlay for the project was Rs 135.71 lakhs per 
year to be shared equally between GOI and Government of Tamil Nadu. The 
details of the outlay, funds released and expenditure is given below: 

(Rupees in lakh) 

Year Outla)'. for the Qrogramme Amount r eleased Actual 

Cen tral share State Share Central State expenditure 

1996-97 67.86 67.86 33.921 10 1.782 Nil 
1997-98 67.86 67.86 Nil 33.93 Nil 
I 998-99 67.86 67.86 Nil Nil I 18.15 

1999-2000 67.86 67.86 Nil Nil Nil 

I. First instalment of Central Share 

2. The State Government released Rs I 0 I . 78 lakh wh ich included State share of 
Rs 67.86 lakh and central share of Rs 33.92 lakh released in anticipation o f Central 
assistance. 

As the proposal for the release of second instalment of the GOI grant was sent 
by the Director of Rural Development only in September 1999 , GOI did not 
release second instalment of Rs 33.92 lakh for the year I 996-97and Rs 67.86 
lakh each for the year 1997-98, 1998-99 and 1999-2000. The State share of 
Rs 67.86 Jakh and Rs 33.93 lakh released. in 1996-97 and 1997-98 respectively 
in anticipation of Central share remained unuti lised till August 1999. Rupees 
I 18.15 lakh were spent only during August 1999 to March 2000, by the 
DRDAs. 

Dindigul , Dharmapuri, Erode and Ramanathapuram 
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The Director o f Rural Development stated in June 2000 that fi rst instalment of 
Central assistance could not be utilised due to (i) the Project Consultant/Expert 
for IEC Cell at the Directorate could not be appointed (ii) delay in 
identification of a reliable State Co-ordinating Agency (iii ) posts sanctioned 
fo r IEC Cell were not filled up as there was no provision for the pay and 
allowances. In one sample district (Erode) DRDA appointed the Distri ct Co
ordinating Agency only after three years of receipt of funds for the scheme. 
Thus due to inadequate planning and delay of three years in implementing the 
lEC programme, Rs 2.37 crore of Central assistance was denied to the 
Government from 1996-97 to 1999-2000. Further Rs I 35.7 1 lakh released for 
the scheme during 1996-97 and 1997-98 remained unutilised till August 1999. 
The IEC programme aims at generating awareness and demand for rural 
sanitation and failure to implement the programme had an adverse effect on 
the implementation of CRSP. 

(b) Shor(fall in achievement 

Under CRSP seven villages4 in the State were selected fo r development as 
model villages during 1995-96. Three of the seven model villages were test 
checked in Audit and fo llowing observati.ons were made: 

(i) In Peravurani, Thanjavur Distri ct, having 4,350 ind ividual households 
a target of 2,200 Ind ividual House Hold Latrines (IHHL) was fi xed at a cost of 
Rs 55 lakh. Only 5 13 IHHL were constructed at a cost of Rs 12.82 lakh as of 
Aprii 2000. The reason given in July 1999 by the Collector fo r the sho11 fa ll 
was that the people were not coming fo rward to avail the scheme. This was 
due to the fa ilure of the Department in implemeriting the IEC Programme to 
generate awareness and demand among the people. 

(ii ) In Danishpet, Salem District l 096 lHHL was fi xed as target at a cost of 
Rs 27.40 lakh. Only 407 IHHL were constructed at a cost of Rs 10. 17 lakh as 
of April 2000. Though there were only 776 BPL households in the above 
village, construction of 1096 IHHL was fi xed as target in the Action Plan and 
funds received accordingly. As a result Rs I 7.23 lakh remained unutiliscd, 
which reflects defecti ve planning. 

(iii) In Elavarasan Kottai, Yillupuram District 1525 IHHL was fi xed as 
target at a cost of Rs 38. 12 lakh. On ly 4 19 IHHL were constructed at a cost of 
Rs 10.47 lakh as of April 2000. The reasons furnished by Collector in June 
1999 for the sho1tfa ll were lack of prov ision for water supply and lack of 
awareness and demand. This reflects the fa ilure of the DRDA in ensuring 
avai labili ty of water supply before tak ing up the scheme. 

At the macro level also the progress of work was very slow resulting in the 
fo llowing short fa ll s in achievement of target during 1995-96 to 1999-2000: 
(i) 5,026 out of 6,902 targeted IHHL could not be constructed. (ii ) 5.298 
metres (m) of drains out of 18,505 m targeted could not be constructed (other 
shortfa ll s shown in Appendix XXIV). 

SI.No. 
I. 
2. 
3. 
4. 
5. 
6. 
7. 

Name of Villages 
Elavarasan Kottai 
Attipalayam 
Munnur 
Pcravurani Town Panchayat 
Jullittipct 
Danish pct 
Gandarvakottai 
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Thus, due to unrealistic planning by the District Collectors of the above 
districts large funds remained unutilised . The programme of IEC should 
precede or should be implemented along with the CRSP. However, lEC was 
implemented on ly between August 1999 and March 2000. 

(c) Non-implementation of schemes 

The schemes listed below were never planned and implemented, though 
sufficient funds were released by Government. In all these cases, no action 
p lan was prepared by DRDA for implementation of schemes. Thus, Rs 77. 77 
lakh remained unuti lised until 3 1 March 1999 and subsequently merged with 
Swama Jayanthi Gram Swarozgar Yojana Scheme (SGSY) fund. 

SI. Scheme DRDA Date of receipt of A mount 
No GOI funds (Rupees in 

lakh) 
I. Community based Convergent Salem June 1998 5.00 

Services (CBCS) Madurai January 1998 1.00 
2. Ganga Ka lyan Yojana Salem January 1998 17.18 

Madurai January 1998 8.65 
3. IRDP - funds for infrastructure Madurai Ju ly 1998 and 1998-99 45.94 

Tota l 77.77 

(d) Funds not utilised due to improper planning 

Under CRSP funds were allotted to 10 blocks in three districts (Erode, 
Madurai and Salem) for the construction of IHHLs, w ithout ascertaining the 
demand and availability of Water supply. Rupees 14.10 lakh allotted during 
1997-98 to I 998-99 for the construction of 705 JHHL remained unuti lised for 
more than one year and was later diverted to other schemes by the BDOs. 

3.4. 7.2 Non-execution of schemes 

For the execution of Water Harvesting Works in Vellore district under 
Employment Assurance Scheme for the year 1996-97, DRDA, Vellore 
released Rs 3.96 crore to the Assistant Executive Engineer, Agricultural 
Engineering Department. The above amount was released as follows: Rs 82.60 
lakh in February 1997, Rs 198 lakh in March 1997 and Rs 115 lakh in Apri l 
1997. Water Harvesting Works were supposed to be executed before the onset 
of monsoon ie. , between March 1996 and September 1996. Because of the 
delay in release of funds Rs 3.96 crore could not be utili sed during 1996-97 
and was returned to DRDA in July 1997. 

3.4.7.3 Selection of beneficiaries 

(a) Guidelines not followed 

The C RSP guidelines stipulate that the selection of beneficiaries in the 
selected village panchayats should be done by a Task Force Committee 
compri s ing of the President and members of the Vi llage Panchayat and the 
Assi stant Block Development Officer (ABDO) or his nominee, in the presence 
o f the Grama Sabha. In five blocks in the sample districts , the ABDOs 
obtained a list of beneficiaries from the Vi ll age President, who prepared the 
list of beneficiaries without convening the Grama Sabha or invo lving the Task 
Force Committee . 

As per the guidelines, works under Employment Assurance Scheme (EAS) 
should be executed by engag ing the rural youth who have registered 
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themselves with the Village Panchayat for wage employment. In 3 blocks of 
Vellore District no registered beneficiary was engaged in the execution of 
EAS works. Further, none of the DRDAs in the sample districts maintained a 
consolidated list of beneficiaries registered under EAS. 

(b) Prescribed ratio not maintained 

As per the CRSP guidelines 20 per cent of the beneficiaries selected should be 
from SC/ST category and 3 per cent from Physically Handicapped (PH) 
category. In 11 blocks in 3 sample districts no SC/PH benefi ciaries were 
selected whi le in the remaining 3 blocks the shortfall ranged from 75 per cent 
to I 00 per cent. However, the Key Indicator Reports submi tted to ORD, 
showed fulfilment of the ratios in each category. It was noticed from the BPL 
Survey Reports of Rural Development Department that sufficient SC/ST 
population was avai lable in the concerned villages under BPL category. 

(c) Funds released without identification of beneficiaries 

Under the Development of Women and Children in Rural Areas (DWC RA) 
Scheme, the women members belonging to BPL fam ilies should form 
themselves into a group and each group would be given a revo lvi ng fund of 
Rs 25,000 by the DRDA. The BOO (Village Panchayats) should identify the 
group of women e ligible for the revolving fund. DRDA, Salem released 
Rs 29.48 lakh on 30 March 1999 to 20 BDOs to be distributed to 11 7 
DWCRA gro ups without the ABDO having identi fied the groups. The fu nds 
remained unutilised till 30 September 1999 without achieving the intended 
benefit. From I October 1999 the funds were transferred to SGSY Scheme. 

3. 4. 7. 4 Improper execution of schemes 

(a) Excess expenditure on EAS works 

According to the guidelines issued by Director of Rura l Development in Apri l 
1998, DRDAs can clai m the third instalment of GO! funds for EAS provided 
50 per cent of the avai lab le funds released earl ier had been spent at the time of 
applying for the next instalment. Director, Rural Development had issued 
instructions to all DRDAs to prepare Action Plan for 1997-98 taking into 
account three instalments of GOI funds. Accordingly, all DRDAs prepared 
Action Plan for three insta lments and a lso executed the EAS works as per 
Action Plan instead of waiti ng for the receipt of funds from GO!. However, 
the GOI released only two instalments during 1997-98. Thus. the DRDAs 
executed EAS works for Rs 293.63 crore while funds released were only Rs 
275 .88 crore . The excess work executed for Rs 17. 75 crores remained unpaid 
to the line agencies namely Agricultural Engineering department and Public 
Works Depa11ment. Funds were also payable to Panchayat Unions as they had 
diverted money from other schemes to meet the expenditure on works. The 
first instalment of funds for 1998-99 were used to settle these pending bills. 
Again in 1998-99 EAS works were executed for three instalments of funds 
whi le GOI released on ly two instalments. The excess expenditure was met out 
of funds for 1999-2000. Thus, very little EAS work could be executed by the 
DRDAs in 1999-2000 resulting in lesser generation of employment. 
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(b) Irregularity in the payment of wages 

The test-check of records at 5 Blocks in Madurai Distri ct pertaining to 
1997-98 and 1998-99 revealed that the BDOs had shown Rs 12. 19 lakh as 
wages paid to 1302 beneficiaries under EAS. In a ll the cases the Nominal 
Muster Rolls (NM Rs) did not conta in the acknowledgements of the 
bene fi c iari es nor the countersignature of the Union Engineer supervising the 
work . 

In Thiruparangundram Block, wages ranging fro m Rs 40 to Rs 50 per day 
were paid during 1997-98 to 1998-99 to the benefi ciaries though the wage 
fi xed by the Government was Rs 32 per day. 

3.4.8 Material Ma11ageme11t 

Each DRDA calls for tenders for the procurement of steel, cement, doors and 
w indows for constructi on of houses and sanitary wares. The tenders are 
evaluated and contracts awarded by DRDA according to the indents received 
from the BDOs. The BDOs Ii ft the material directl y from the supplier and 
make the payments as per the agreement and send the invo ice to DR DA. 
However, orders are placed directly with Indian Oil Corporation for bitumen 
by DRDA. 

3.4.8. J Purchase of cement .from TANCEM at higher price 

All the DRDAs in Tamil Nad u were purchasing cement from T.amil Nadu 
Ceme nt Corporation (TANCEM) based on Government order dated 
19 Fe bruary 1997 until August 1997. In August 1997 the Government issued 
instructions that the D RDAs may procure cement through open tenders instead 
of purchasing from TANCEM, if the TANCEM fails to supply in time. Since 
then a ll DR DAs have been procuring cement through open tenders. A test 
check of records in fo ur of sample DRDAs viz., Yellore, Erode, Madurai and 
Salem revea led that 23799.50 Metric Tonnes (MT) of cement was procured 
from TANCEM from Apri l 1997 to August 1997. However, the rates finalised 
by DRDAs through open tenders varied from Rs 2227 per MT to Rs 2640 per 
MT while the rate at which cement was procured from TANCEM was 
Rs 3, I 60 per MT (Rs 3 140 per MT at Madurai). Thus by procuring cement 
fro m T ANCEM there was an avoidable expenditure to the tune of Rs 1.68 
crore. 

Serial Name of C ement Rate as Difference Qua ntity Avoidable 
Number DRDA T ANCEM per open lifted (MT) expenditure 

rate tenders 
(per MT) (per MT) (Rupees in 

(Rs) (Rs) rRs) lakh) 
I. Vel lore 3160 2227.28 932.72 6596.00 6 1.52 
2. Erode 3160 2460.00 700.00 9029.00 63.20 
3. Madurai 3140 2640.00 500.00 69 14.50 34.57 
4 .. Salem 3160 2480.00 680.00 1260.00 8.57 

Total 167.86 

3.4.8.2 Non-maintenance of advance payment register 

As per the accounting procedure, each DRDA should ma intai n an Advance 
Payment Register to monitor the advances made to supplier and watch their 
util isation. In the sample districts no Advance Payment Register was 
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maintained by the DRDAs. As a result, Rs 83. 19 lakh advance paid 
(Appendix XXV) to Tamil Nadu Steels Limited (TNSL) by four DRDAs5 

during 1995-98 remained unadjusted and no steel had been supplied by TNSL 
at all against the advance payment. The firm was closed in September 1997 
and the amount was not recovered from TNSL as of March 2000. 

3.4.8.3 Stock register not maintained 

The rev ised Accounting procedure for DRDA, which came into effect from 
April 1985, stipulates the maintenance of Stock Register separately for 
consumable and non-consumable articles for w hich the DRDA should arrange 
physical verification atleast once a year. However in the sample di stricts, no 
stock register was maintained. 

3.4.9 M111cpower M1mage111ent 

The manpower of Rural Development Department consists of 87 categories of 
employees totalling 15,258 as against the sanctioned strength of 16,328 as on 
Jul y 1999. 

3. 4. 9. 1 Inadequate Engineers at Block level 

Each panchayat union has a sanctioned strength of two Union Engineers for 
technical supervision of rural development works at block level/village leve l. 
Although, the Director o f Rural Development had fill ed up 662 posts during 
1997-2000, there were still 174 vacancies as on 1 Apri l 2000. This has serious 
implication on the effectiveness of rural development works as the Union 
Engineers are responsible for preparation of estimates, technical supervision, 
check measurements, authorisation of payment etc. 

3.4.9.2 Manpower p lanning 

(a) Uniform staffing pattern of Panchayat Unions irrespective of the size 
of the Blocks 

The Government in June 1997 ordered an uniform staffi ng pattern in all the 
panchayat unions without considering the number of village panchayats, 
population, area, terrain or volume of scheme works etc., in each Block. 

As per Section 4 of the Tamil Nadu Vi llage Panchayats Act, 1994, a vi llage 
panchayat has been defined as ' portion of one or more revenue vi llages with a 
population estimated at not less than 500' . But there is no specific definition 
or norms for creation of a panchayat union. As per Section 15 of the Act, a 
block is formed at the discretion of the Government by publishing a 
notification to that effect. Thus, the number of village panchayats in a b lock 
varied from 3 in Gudalur Block (Ni lgiris District) to 73 in Uthiramerur Block 
(Kancheepuram District) and block population varied from 22,423 in Cumbum 
Block (Theni District) to 1,64,2 16 in Cudda lore Block (Cuddlore Distri ct). 
Further, scheme funds were allocated to the blocks only on the basis of 
population. However, the staff ava ilable in each panchayat union remains 
uni form resulting in under-utili sation of staff in some blocks and shortage in 
others. 

Erode, Madura i, Vellore and Villupuram. 
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(b) Unjust~fied deployment of Extension Officers (Animal _Husbandry) and 
Extension Officers (Co-operation) 

Two Extension Officers (EOs) in each block (one each for Co-operation and 
Animal Husbandry) were assigned the work connected with implementation of 
lRDP till March 1999. Government merged in April 1999 the IRDP with the 
new scheme SGSY. Guidelines issued by the Government did not 
contemplate any role for the EOs in SGSY. However, Government did not 
review the manpower position for redeploying these EOs elsewhere and salary 
o f Rs 6.2 1 crore was drawn by the 770 EOs during April I 999 to Apri l 2000 
in Rural Development Department. 

3.4.10 Monitoring 

3.4. 10.I Utilisation Certificates 

Funds released by the DRDAs to the BOO were shown as expenditure in the 
UCs irrespective of whether the money was spent by the BDOs or not. As a 
result the balance of fu nds avail able with the BDOs was not taken into 
account while arriving at the closing balance under the schemes. Also the 
interest accrued on the depos its held by the BDOs under various schemes was 
not re fl ected in the accounts. Thus, the true position regarding the utilisation 
of funds for various schemes was not reflected in the accounts. 

a) The DRDA, Madurai gave utilisation certificate showing an expenditure of 
Rs 93.30 lakh fo r the Namakku Naame Thittam Scheme for 1998-99. 
However, the scrutiny of the Cash Book and Pass Book revealed that a balance 
of Rs 32.58 lakh remained unspent with DRDA as on 3 1 March 1999. 

b) The balance of Rs 1.56 crore avai lable under IRDP with DRDA Madurai as 
on 3 1 March 1999 was not reported to GOI. Instead, uti lisation certificate was 
given showing the above amount as expenditure. This resulted in excess 
al location of Rs 1.56 crores for SGSY fo r the year 1999-2000 by GOI. 

3.4.10.2 Discrepancy between the statement of accounts and the actual 
closing balance in the Cash Book/Pass Book 

In DRDA, Madurai , for the year I 998-99 there were differences between the 
c losing balance as per accounts and the closing balance as per Cash Book/ 
Pass Book under various schemes. The balance as per Cash Book/Pass Book 
was substantially higher than the closing balance exhibited in the accounts as 
shown in the table 

(Rupees in lakh) 

Scheme C losing balance C losing balance as per Difference 
as per accounts Cash Book/Pass Book 

Supply of improved 4.32 20.14 15.82 
tool kits to Rural 
Artisans 
IRDP 38. 78 47.77 8.99 
TRYSEM 0.07 1 .. 54 1.47 

On I April 1999 the above schemes were merged with SGSY and the balances 
as per the accounts were transferred to SGSY fu nds. The unreported balance 
of fu nds remai ned with the DRDA. 

95 



.· 

Audit Report (Civil) for the year ended 31 March 2000 

3.4. l 1 Response to Audit 

(i) Audit observa tions on financial irregulariti es and defects in initial 
records noti ced during local audit but not settled on the spot arc communicated 
to Heads of offices and to immediate superior authorities through Inspection 
Reports. Serious irregulariti es arc reported to Heads o f departments and 
Government as well and included in the Reports of Comptroller and Audi tor 
General of Ind ia and presented to the Legislature. 

( ii) Based on tbe detailed repl ies received from Government, the 
paragraphs included in Audit Reports arc discussed by the Public Accounts 
Committee (PAC) and sui table recommendations arc made by the Committee. 
Further fo llow up action is required to be communicated by the Government 
on all these recommendations. Despi te PAC's instructions to Government 
Departments fo r furni shi ng prompt reply to pending recommendations, there 
were 187 recommendations (6 Reports) relating to 1982-83 to 1992-93 of 
Rura l Development Department pending fi nal settlement as indicated below, 
as of September 2000. 

Year Number of PAC N umber of 
Reports r eco mmenda tions 

1982-83 and 1983-84 I 6 

1984-85 and l 985-86 I 10 

1987-88 I 24 

1988-89 I 51 

1989-90 and 1990-9 1 I 13 

199 1-92 and 1992-93 I 83 

T otal 6 187 

2. The outstanding paras as of February 2000 in respect of Inspection 
Reports (IRs) issued by Accountant General (AG) and objections ra ised by 
Director of Local Fund Audi t (LF) are li sted below : 

AG audit objections 

LF audi t objections 

Number of I R s Paras 

607 

96 
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3.5 District Primary Education Programme 
(School Education Department) 

Summary Highlights 

The District Primary Education Programme, a Centrally sponsored scheme 
was implemented in the State through a registered society with the main 
objective of revitalising primary education system and achieving the goals of 
universalisation ofprimary education. 
Review revealed that the basic objectives of District Primary Education 
Programme, namely, to provide access for all children to primary education 
and to reduce drop-out rates to less than JO per cent could 1101 be achieved 
in any of the seven districts where the programme was implemented. 
There was no significant impact on enrolment of children in the age group 
of 6-11 years in 1999-2000 compared to the enrolment in 1995-96. The 
drop-out rate in primary classes ranged from 15 to 16 per cent during 
1996-99 as against the goal of JO per cent. Even after completion of five 
years of project period (phase /) the average achievement levels have not 
increased to 25 per cent over measured base line levels. Special coaching 
centres were not opened in many places (i11 phase I districts); as a result, 
large number of girls and Scheduled Castes/Scheduled Tribes children were 
not provided the benefits of the scheme. Similarly, adequate number of 
Alternative Schooling Centres were not set up, which resulted in inadequate 
coverage of non-starters/drop-outs thereby affecting enhancement of school 
effectiveness. Some significant findings of audit are as follows: 

Short release of funds by Government of India to the extent of 
Rs 11.55 crore under Phase I and Rs 7. 70 crore in respect of Phase II 
programmes due to inability of the Society to utilise the grants released 
each year fully. Scheme funds released by Government of India to the 
Society were initially credited to deposit account of the Society with State 
Government. There was delay ranging between 30 and 325 days in 
releasing State' s share of funds. 

(Paragraph 3.5.5) 

Failure to execute the construction of · school buildings through 
community participation resulted~in excess e-xpenditure of Rs-7.68 crore. 

(Paragraph 3.5.6.l(c)) 

Extra financial commitment from scheme funds on account of 
appointment of . additional teachers, in the absence of increase in 
enrolment of students, to the extent of Rs 13.63 crore. 

(Paragraph 3.5.6.3) 

Percentage of increase in enrolment during 1995-2000 was quite 
insignificant in 2 districts and showed negative trend in 3 districts of 
phase 1111. The drop-out rate ranged from 15 to 16 per cent in five project 
districts during 1996-99. 

(Paragraph 3.5.6.4.(i) and (ii)) 

Abbreviations used in this review are listed in the Glossary in Appendix XLY ll 
(page 276). 
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Raising of average acl1ievement levels by at least 25 per cent over 
measured baseline levels was not achieved in language. 

(Paragraph 3.5.6.4 (iii)) 

In four districts, 1033 Alternative Schooling Centres were opened 
which-covere-d-onty 11 pet ce11toC-tlreeligible-children . 

• (Paragraph 3.5.6.·4 (v)) 

Early Childhood Care and Education Centres were not opened 
under the scheme in areas not covered under Integrated Child 
Development Services scheme. 

(Paragraph 3.5.6.4 (vi)) 

Only 17 per cent of disabled children identified in the project 
districts were covered. 

(Paragraph 3.5.6.4 (vii)) 

3.5.1 Introduction 

The Government of India (GOT), Ministry of Human Resources Development 
(Department of Education) launched the District Primary Educati on 
Programme (DPEP) in 1994, as a Centrally sponsored scheme, with a view to 
revitali se the primary education system and to achieve the objective of 
uni versalisation of primary education. Seven districts in Tamil Nadu were 
selected. 

T he objectives of the scheme, inter alia, are. 

(i) to reduce differences in enrolment, drop-out and learning ach ievement 
between gender and social groups to less than 5 per ce[ll. 

( ii) to reduce overall primary drop-out rates for a ll students to less than I 0 
per cent. 

( iii ) to raise average achievement levels by at least 25 per cent over 
measured baseline levels by ensuring achievement of basic literacy and 
numeracy competencies and a minimum of 40 per cent ach ievement levels in 
other competencies by a ll primary school children. 

(iv) to prov ide access to al l children to primary education classes (1-V) i.e 
primary schooling w herever possible, or its equ iva len t non-formal education 
(NFE). 

3.5.2 Action Plan 

The programme adopted area-specific approach with d istrict as the unit of 
planni ng. The programme components inc lude (i) Constructi on of class 
rooms and new schools, (ii) Opening of Alternative Schooling Centres (ASC), 
( iii) Appo intment of new teachers, (iv) Setting up of Early Chi ldhood Care 
and Education Centres, (v) Setting up of Block Resource Centres 
(BRC)/C luster Resource Centres (CRC), (vi) Training of teachers and 
development of teaching - learning materia ls and (vii ) Specia l intervention for 
education of girl s and Schedules Castes/Scheduled T ribes (SC/ST), 
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(viii) strengthening oLState Councils of Educational Research and Training 
(SCERTs)/District Institutes of Educational Training (DIETs) and 
(ix) Research based interventions. 

3.5.3 Organisational set up 

The programme was implemented by a registered state level autonomous 
society, viz., "Tamil Nadu State Mission of Education for All" (Society). The 
two organs of the Society are Governing council with Chief Minister as ex
officio PresideQ_t and Ex{!cutiv~ommittee of which the Secretary, Educajion 
Department of the State is the Chairman. The State Project Di rector (SPD) is 
the Member Secretary of these two b~K!ies and the executive responsibil ity 
vests with him. Both Governing Coun1.- i1 and Executive Committee included 
officers of the Government of India (GOI). There are District Level 
Committees in every DPEP di strict and the Collector of the district is the ex
officio President of the Committee. District Elementary Educational Officers 
of the districts are ex-officio Member-Secretaries of District level committees 
and are also the District Programme Coordinators. The plans were formulated 
and implemented with the acti ve participation of the community, Non
Governmental Organisations (NGOs), etc. They were adequately represented 
in the management of the project at all levels. 

The phase I districts viz., Cuddalore, Dharmapuri, Tiruvannamalai and 
Villupuram were selected for implementation of DPEP during 1994-95 to 
2000-200 1 on the criterion that female literacy in these districts was below 
national average. Pudukottai, Perambalur (with a low female literacy rate) and 
Ramanathapuram (being backward district) were selected under phase II for 
implementation during 1997-2002. 

3.5.4 (a) Audit coverage 

Review on the implementation of DPEP in the State was conducted by Audit 
during November 1999 to April 2000 covering the period from 1994-95 to 
1999-2000. Records in School Education DepartmenLof S1ate-8ecre_tariat,_ 
offices of the (i) State Project Director, Chennai (ii) Director of Teacher 
Education, Research and Training (DTERT) (iii) District Programme 
Coordinators (DPC) of Cuddalore, Dharmapuri , Tiruvannamalai, Yillupuram 
and Pudukottai districts (iv) Block Resource Centres (BRCs) at Hosur, 
Krishnagiri, Morappur, and Thalli blocks in Dharmapuri District, Arni, 
Jamunamarathur, Kilpennathur and Polur in Tiruvannamalai district, including 
records of more than 200 primary schools, were test-checked. 

(b) The services of ORG centre for socia l research, a division of 
ORG-Marg Research Ltd. was commissioned by the Comptroller and Auditor 
General of f ndia with a view to obtaining the beneficiary perception of the 
programme and related matters. The ORG-Marg carried out survey over a 
sample, determined on the basis of District Development Profile on Primary 
Education, Socio-economic compositions, incidence of school drop-outs etc. 
Findings of the survey on matters discussed in the report have been included 
in this review at appropriate places. I 

I 

I 
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3.5.5 Resources 

The programme is a Centrally sponsored scheme. Central funds are released 
to the Society directly by GOI and not routed through State Government 

- budget T ne -contriffution of GOI is 85 per cent and balance is fu nded by 
Government of Tamil Nadu . It is an externally aided proj ect and 
reimbursement by Internati onal Development Association ( IDA) is based on 
actuals at prescribed percentages laid down in project agreement. The funds 
released by GOI and State Government to the Society are initial ly cred ited to 
deposit account of the Society with the State Government, bearing interest of 
5 per cent. 

During the period 1994-95 to 1999-2000, an expenditure of Rs 123.45 crore 
was incurred under DPEP against the release of Rs 139.13 crore by the 
GOI/State Government to the Soc iety. The table showing the short fa ll in 
achievement with reference to Annua l Work Plan Budget (A WPB) in respect 
o f vari ous DPEP activities under Phase I and II is depicted in Appendix 
XXVI. 

T he amount released and expenditure incurred under Phase l and Phase JI of 
the programme were as under: 

(R upees m crnrc 
Total Budget of Gra nts released (up to Ma rch 2000) bv 
outlay the Society GOI GTN Total E xpendi- Un utilised 

upto March release tu re balance 
2000 

Phase I 125.97 111.23 84.80 14.88 99.68 92.9 1 6.77 
Districts 
( 1994-200 I) 
Phase II 92 .44 47.15 33.53 5.92 39.45 30.54 8.9 1 
Districts 
(1997-2002) 
T otal 218.41 158.38 118.33 20.80 139.13 123.45 15.68 

Since the Society could not utilise funds fully, and huge unspent balance 
remained at the end of each year, GOI did not release Rs 11 .55 crore for Phase 
J ( 1994-95 to 1999-2000) and Rs 7.70 crore for the years 1997-2000 for Phase 
JI of the programme even though the Budget provided for these amounts. 

Following further points were noticed in this regard. 

(i) Out of the total expenditure of Rs 123.45 crore incurred on DPEP, 
Rs 14.25 crore represented certain items not covered under the programme as 
di scussed in paragraph 3.5.6. An expenditure analysis chart showing details of 
funds released, diverted and other irTegularities in respect of 5 sample districts 
is exhibited in Figure 1. 
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Figure I 

Financial chart indicating funds released, expenditure incu r red and 
irregularities noticed in test-checked districts for the period 1994-2000 

Total funds 
Rs 139. 13 crore 

\ I 

I 
Amount unspent Amount reported as spent 
Rs 15.68 crore Rs 123.45 crore 

I 

Amount audited in 5 districts* 
Rs 107.67 crore 

I 

I I 
Amount d iverted Any other irregulari ty Actual expenditure out o f the amount 
to other schemes Ineligible: Rs 14.25 crore audited (Percentage of audited amount) 

Rs 0.82 crore Avoidable: Rs 7. 93 crore Rs 84.67crore 
Total Rs 22 . 18 crore (78.6 per ce111) 

I 

Physical achievement as of 31 March 2000 
(per cent) 

(i) Enrolment 83.0 
(ii ) Drop out 15.0 
(iii) Special coaching 

to SC/ST girls 31.2 
(iv) AS Cs 11.0 
(v) IED 17.0 
(vi) Civi l Works 

(a) Bui ldings 87.6 
* Cuddalore, Dham1apuri, (b) Drinking water 48.5 

Pudukottai, Tiruvannamalai and Vi llupuram I~ \ Toilet facilitic~ R7 9 

Delay in release of 
State share. 

(ii) It was observed that there was delay ranging from 30 days to 325 days 
in sanctioning and releasing the matching grant by the State Government. 

3.5.6 Programme implementation 

The project outlay for phase I and phase ll of the programme were Rs I 25.97 
crore and Rs 92 .44 crore respectively. It was envisaged that expenditure on 
civil works should be limited to 24 per cent and management cost limited to 
6 per cent of the outlay. 

3.5.6. l Civil Works 

The DPEP finances civil works (limited to 24 per cent of project cost) such as 
construction of new primary schools, new c lass rooms, major repairs, 
constrnction of toi lets, water supply, electrification etc. The detail s of civi l 
works completed/works in progress upto March 2000 are given be low. 

IOI 
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Pla nned Completed Work in 
Progress 

Construction of classrooms/ BRCs 1359 1190 169 
etc (in numbers) 

Provision of Drinking water faci lities 1504 730 774 
(Number of schools) 

Toilet facil ities 1504 1322 182 
(Number of schools) 

In respect-Of 32 school bu ildings constructed during 1995-99 in four phase I 
districts the cost exceeded the estimate by Rs 16.35 lakh. The SPD in Jul y 
2000 stated that special type of foundation owing to poor so t! condition was 
adopted. 

The deficiencies/i1Tegularities noticed in the execution of civil works are 
brought out in the fo llowing paragraphs: 

(a) A building w ith ground floor plus two floors constructed at a cost of 
Rs 1.32 crore at Chennai was meant for Headquarters office-cum-training 
centre of the Society. But, later in November 1996 sanction was accorded by 
SPD for constructi on of third noor in this bui lding for use as dormitory for 
trainees of DPEP. As there was no boarding fac ility in the dormitory the 
trainees were not wi lling to occupy the dormitory. Consequently, the 
do rm itory was allotted (September 1998) to the office of Director of 
E lementary Educatio n. Thus, the dormitory bui lt at a cost of Rs 25.44 lakh 
was used for a purpose not envisaged in the programme. 

(b) . Co\struction of offices for DPCs in four districts of phase I 

GOI guidelines provide for construction of accommodation for BRCs and 
CRCs. Three c lass-room type buildings in each block were constructed in 7 1 
blocks under Phase I of the scheme at a cost of Rs 2. 75 crore . The first floor 
of BRC building was also constructed at a cost of Rs 19.30 lakh, at C uddalore, 
Villupuram, Tiruvannamalai and Dharmapuri for accommodating DPC 
offices, wh ich was not permissible under the scheme. 

(c) Non-execution of civil works under community participation 

According to the guidelines issued by GOI, new school buildings and 
extension/repair of existing school buildings through low cost indigenous 
materia ls, vernacular design and participati ve construction methods, are to be 
provided under primary formal education, subject to State norms being 
adopted. The Ministry of Human Resources Development in August 1998 and 
September 1999 had emphasised the need for civil works to be undertaken 
with community participation for achi eving significant cost savings. Although 
the cost of construction by community participation was much Jess than that 
by Public Works Department (PWD), the Society did not take advantage of 
this to get more construction works done through. the village com(nunity. It 
was noticed that 1187 class room buildings and BRC buildings were 
completed in seven districts at an estimated cost of Rs 5 1.85 crore as of March 
2000. Out of this, on ly 24 buildings (2 per cent) were constructed under 
community participation (cost: Rs 64 lakh) and the remaining 11 63 buildings 
were constructed by PWD through contractors. The Educational Consultants 
India Limited (Ed-QfL) (Task group) antic ipated 15-20 per cent savings under 
community participa tion work compared to Nationa l Competitive Bidding. 
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By entrusting the work (98 per cent) to PWD the cost saving was foregone to 
the extent of at least Rs 7 .68 crore. 

The Benefi ciary Survey reported that the role o f Village Education Committee 
(VECs) was limited in site selecti on, constructi on works, ra ising funds/labour 
for construction and in moni toring/ supervision activities for construction 
works at the BRC/CRC level. Only 5 per cent of the VEC/Yi llage 
Constructi on Committee (VCC) members contacted in Tamil Nad u confirmed 
their participati on in these activities . Further, the construction of additional 
c lassrooms had been undertaken in only 2 per cent of the sample schools. 
Only 8 per cent of the YEC members contacted confirmed their involvement 
in construction of schools. 

(d) Maintenance of buildings constructed under DPEP 1101 ensured 

Though guidelines provide for mai ntenance of buildings, no provision was 
made in the annual budget of the Soc iety fo r the maintenance of 9 15 bui ldings 
constructed during 1994-2000 at a cost of more than Rs 30 crore in phase I. In 
respect of 677 c lass room buildings in fo ur districts, for which information 
was received in audit, major defects like leakage in roof, crack in walls etc., 
were reported in respect of 126 buildings. The very purpose of providing 
pucca class room build ings is defeated because of non-provision of period ical 
maintenance. 

The Beneficiary Survey revealed that improvement and upgradation of basic 
infrastructure faciliti es viz .. repairs o f schoo l buildings and constructi on of 
toilets/urinals had a lso been undertaken only in a limited proportion of 
schools. While repair activities had been done in about one-tenth ( 10 out of 
I 00) of the schools, provision of basic amenities, viz., drinking water and toilet 
fac ilities had been made in only 11-1 8 per cent of the schools. 

3.5.6.2 Management cost 

Programme management cost includes staff accommodation, equipments, 
vehicles, other offi ce equipments and maintenance and operation costs. T he 
management cost was Rs 4.72 crore, which constituted 5.5 per cent o'f the 
project expenditure (Rs 86.50 crore) during 1994-1999. However, of this 
Rs 24.76 lakh was spent on purchase of equipment for various offices wh ich 
are not directly connected to the implementati on of DPEP. 

3.5.6.3 Appointment of additional teachers 

According to the guidelines, financing for newly appointed teachers from the 
third year onwards would be on a school to school basis where extra 
enrolment and teacher-pupil rat io (with reference to the first year of the 
proj ect) warrant such appointments. lt was noticed that l 026 new posts of 
teachers were sanctioned and appo in tment made by Government duri ng 
1997-98 in four sample distri cts viz., Dhannapur~ (487), T iruvannamalai 
( 144), C uddalore (89) and Yillupuram (306). 

There was on ly marginal increase in enrol ment of children in Dham1apuri 
District to the extent of 5534 ( 1.95 per cent) during 1997-98 compared to the 
num ber of ch ildren enro lled in 1995-96 as shown in Appendix XXYll . Jn 
respect of other three districts, the enrolment of chi ldren actually decli ned 
between 1995-96 and 1997-98. Based on the teacher-pupil ratio of I :40, only 
138 out of 487 teachers posts in Dharmapuri District lvere elig ib le for 
financi ng under DPEP. The extra commitment in the appointment of 888 
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teachers (349 in Dharmapuri and 539 in other three districts) in violation of 
the norms worked out to Rs 13 .63 crore for the period August 1997 to January 
2000. As this was not contemplated in the guidelines of the scheme, the extra 
amount incurred from DPEP funds was not in order. 

Government in its reply (September 2000) stated that I 026 teachers were 
appointed to convert single teacher schools with the strength of above 50 into 
double teacher schools and to appoint a third teacher to double teacher schools 
with a strength of more than I 00 to avoid multi-grade teaching situation. It 
was also stated that teacher-pupil ratio cannot be a norm for appointment of 
teachers especial ly to convert single teacher into double teacher schools. 

Since the Government of India guideline was very c lear that new teachers 
posts wou ld be financed on ly if the extra enro lment ~nd teacher-pupi l ratio 
warrant such appointments, the contention of Government is not tenable. 
Conversion of single teacher school to double teacher school etc., are not part 
of the DPEP. 

3.5.6.4 Pe1formance indicators 

(i) Enrolment 

As the table below shows, of the sample districts, only two districts registered 
marginal increase while other three showed a dec line in enrolment. 

District Net Enrolment Ratio 

1995-96 1999-2000 

Dharmapuri 66 67 
Tiruvannamalai 75 69 
Cuddalore 69 65 
Villupuram 69 71 
Pudukottai 70 69 

( 1996-97) 

It is apparent that DPEP could not make any significant impact on enrolment 
as required. The Gross Enrolment Ratio (GER) and Net Enrolment Ratio 
(NER) of these districts either remained static or showed declining trend 
except in Villupuram and Dharmapuri districts during 1996-99 as shown in the 
Appendix XXVIII. Further , the difference in percentage of enrolment 
between boys and girls was more than 5 per cent for all the years 1994-2000 
in respect of Dharmapuri district vide Appendix XXVII. The gender 
difference was not significant in four sample districts. 

The Beneficiary Survey also disclosed that the enrolment showed a negative 
trend during 1995-96 to 2000-200 I in 89 schools in 4 sample districts 
viz., Dharmapuri, Tiruvannamalai, Ramanathapuram and Pudukottai. The 
enrolment declined by I to 3 per cent per annum. 

(iz) Drop-out 

The guidelines envisaged the drop-out rate in primary c lasses to be reduced to 
less than I 0 per cent. The statistics in respect of five project districts 
compi led by the District Programme Coordinators .based on the infonnation 
furnished by the Head Masters of schools revealed that during 1996-99 the 
drop-out rate ranged from 15 to 16 per cent inspite of the implementation of 
the scheme. The drop-out rate of girl students ranged from 16 to 17 per cent. 
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Test-c heck by audit in 182 schools of two districts (Dharmapuri and 
Thiruvannamalai) revealed that the average drop-out rate was 16 per cent. 

Figures furni shed by State Proj ect Directorate (SPD) through ' cohort'study
1 

which is a more relevant technique conducted during 1998-99 ~!so recorded 
the drop-out rate at 14-22 per cent in these districts . 

The Benefi ciary Survey conducted in 89 schools a lso reported that in Tami l 
Nadu, 15 per cent of the students enrolled in primary classes dropped out 
during 1999-2000. In all, 61-64 per cent of the dropouts continued to occur in 
classes I- Ill . 

(iii) Achievement levels 

A comparison between Baseline Assessment Survey (BAS) (conducted in 
1994) and Mid-tenn Assessment Survey (MAS) ( in June l 997) conducted by 
Educational Research, Evaluation and Monitoring Wing of the Office of the 
State Proj ect Director in four districts revealed that among chi ldren of 
Standard I the achievement leve l had increased by over 25 per cent m 
Mathematics but the increase was far be low 25 per cent in language as 
detailed below . 

District Language M athematics 

BAS MAS Percent BAS MAS Percent 
increase increase 

Dharmapuri 39.6 44.7 12.9 35.3 57.0 6 1.5 

Thirnvannamalai 32.5 38.6 18.8 30.6 62.4 103.9 

Cuddalore 40.3 4 1.0 1.7 34.8 57.6 65.5 

Yillupuram 40.3 52.8 3 1.0 34.8 78.4 125.2 

The achievement level in other competencies was not measured at a ll. 

(iv) Special coaching for SC/ST 

The GO I guidelines provide for conducting special coaching classes to all 
girl s, and also boys belonging to SC/ST. In Tamil Nadu, SC/ST girls were 
only given special coaching. A review of the District Information System for 
Education (DISE) registers maintained by DPCs revealed that the percentage 
of short fa ll in special coaching given to SC/ST girls during 1996-2000 ranged 
between 60 to 100 per cent in Dham1apuri , Thiruvannamalai, Cuddalore and 
Villupuram. T he shortfa ll was attributed by DPC, Villupuram and DPC, 
Cudda lore in April 2000 to direction issued by State Project Di rector to cover 
only SC/ST girl students of Ill to V standard and starting of specia l coaching 
centres in places where student strength was 20 and above. Due to such 
restrictions, which were not imposed in the GOJ guidelines, many centres 
could not be opened in four phase I di stricts and large number o f girls and 
SC/ST students (both boys and girls) were left out w ithout the benefi ts of 
specia l coaching. In defence, the State Government reported (September 2000) 
that " Keeping in view avail ability of resources and practical aspects in 
conducting such classes, a policy dec ision was taken to organise coaching 
classes only if the str ength is more than 20 and for classes JlI to V . Chi ldren 
in classes l and 11 are far too young to be subjected to the strain of coaching 

The cohort study takes in to account the pupi ls enro lled in standard I during 
1994-95 and their progress was monitored for the next five years till the completion 
of primary education. 
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classes beyond school hours". Decision taken by the Government was not in 
conformity with the GOI guidelines. 

(v) Alternative Schooling Centres 

With a view to providing access for all children to primary education classes 
(1-V), Alternative Schooling Centres {ASCs) were to be opened to those who 
would be still left inspite of efforts to enhance school coverage. No spec ific 
norms were adopted fo r deciding how many ASCs had to be opened for the 
eligible children (drop-outs/non-starters). In 4 sample districts, 1033 ASCs 
were opened in the year 1999-2000 which covered 23,980 children ( 11 per 
cent of 2.19 lakh eligible children). Thus, 89 per cent of the eligible children 
were not covered under ASC. Government stated (September 2000) that since 
the non-starters and drop-outs were scattered, ASCs could not be started in 
such areas or habitations for want of minimum required strength of 20 in each 
centre. 

(vi) Early Childhood Care and Education (ECCE) Centres 

According to DPEP guidelines ECCE centres were to be opened in villages 
which had not been covered under Integrated Child Development Services 
(ICDS) scheme. However, it was noticed that no ECCE centres were opened 
at all in I 0,628 villages in 7 project districts though they were not covered 
under ICDS. Therefore none of the activities under thi s component were 
carried out in these villages in 7 distri cts. In reply the Governmen t 
(September 2000) admitted that no ECCE centres had been opened in the 
DPEP districts and stated that to start with, a module was prepared to give 
training to Anganwadi and Balwadi workers in phase I districts. 

(vii) Integrated Education of the Disabled (JED) children 

Universal Primary Education is achieved only when all children are brought 
under school system and retained for a minimum period of 5 years. Disabled 
children (with moderate di sability) must be brought into fo1mal system of 
education integrating them with normal children. During 1998-99 seven 
blocks at the rate of one block per district have been selected to implement 
IED on trial basis. Six implementing agencies (NGOs) were entrusted wi th 
the work of imparting Integrated Education in the blocks. Three specially 
trained teachers were appoi nted in each block by these agencies to ass ist and 
train the regular teachers. Although 17,031 children with di sabilities were 
identified by the Headmasters with the help of NGOs in seven project di stricts, 
only 2,880 children were covered ( 17 per cent) during 1998-2000. -1 ~ 

(viii) Printing of teachers' handbook 

Preparation, printing and distribution of teachers' handbook for regular c lasses 
are done by DTERT, an organisation financed by the State Government. 
However, during 1998-99 and 1999-2000, handbook for standard l1I and Y 
teachers were prepared by the SPD and the expenditure of Rs 17.82 lakh was 
met from DPEP funds, which was not in order. 

Cuddalore, Dharmapuri, Tiruvannamalai and Yillupuram. 
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(ix) Printing and distribution of workbooks 

According to guidelines, printing and distribution of students' workbook in 
project di stricts could be financed from DPEP funds. Though the schools 
were opened in June 1997, the work books were not supplied to I standard 
children in 3 subjects in time as orders were placed by SPD only in October 
1997 to Tamil Nadu Text Book Corporation and payment of Rs 1 crore was 
made in March 1998. The work books were supplied by the Corporation and 
di stributed to children only in February 1999. Thus, I standard children of 
1997-98 did not get the work books at al l. Similarly in 1999-2000, for 
standards I to m, orders for printing of work books were placed in October 
1998 and supplies were effected only in January 2000. Thus, the very purpose 
of supplying workbooks was not achieved fully due to delay in placing orders 
with the Corporation and subsequent delay in printing by the Corporation. In 
the case of minority medium children (Telugu, Kannada, Urdu etc.) in 
Dharmapuri District, workbooks were not supplied. 

3. 5. 7 Other financial aspects 

3.5.7.1 Diversion offimdsfrom DPEP 

(i) A sum of Rs 18.45 lakh was diverted to Minimum Level learning 
project, a scheme funded by State Government during 1995-96, 

(ii) During 1996-99, DPEP funds amounting to Rs 63.08 lakh were 
diverted for conducting special orientation for primary teachers, a training 
programme covered by National Counci l for Education Research and 
Training. 

3.5. 7.2 Non-realisation of interest 

According to orders issued by G?vernment in May 1994, the amount credited 
in the Deposit Account by SPD under DPEP would bear interest at 5 per cent 
per annum. The interest of Rs L.46 crore accrued for the balance avai lable on 
31 March 1999 was not credited 'to the account by Pay and Accounts office 
(South), Chennai . Further, an ~mount of Rs l .07 crore representing bank 
interest on DPEP funds during 1994-2000 was lying unutilised with SPD and 
with DPCs, as the manner in which the interest has to be treated was not 
indicated in the guidelines. The SPD had also not taken up the matter with 
GOI in this regard so far. 

3.5. 7.3 As per DPEP guidelines, innovative projects should be taken up from 
the second year of the project for which innovative fund at the rate of Rs 20 
lakh per annum at the State level and at Rs 1 lakh at District level were to be 
set up. However, no such fund was set up either by the State office or by the 
district offices. 

3.5.8 Monitoring 

For building community support for primary education, village level 
committees, (VLC) were to be constituted in every school. However, out of 
7,225 schools of four districts viz., Dharmapuri , Cuddalore, Villupuram and 
Tiruvannamalai, VLCs were not formed in 382 schools in 1998-99. Again in 
these four districts, out of 6,843 schools where VLCs were forn1ed, 
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14 per cent of the committees had not convened any meetings or conducted 
less than the prescribed six meetings. In the absence of convening the 
prescribed number of meetings in a year. the implementation of the scheme 
was not monitored effectively. 

The Benefi ciary Survey reported that in respect of 80 villages and 20 Census 
Enumeration Blocks (CEBs) covered, VECs were formed in 79 per cent of the 
villages/CEBs, VCC in 2 per cent and Parent Teacher Association (PT A)/ 
Mother Teacher Counci l in 77 per cent. Further, in the villages where VEC 
was existent, only 9 per cent of the households/parents were aware of the 
existence of these structures. Only 16 p er cent of the V EC members 
confirmed receipt of training under DPEP. 

3.5.9 Evaluation 

During the project period 1994-200 l of phase r districts a Mid-term 
Assessment survey was conducted (June 1997) by a State level project team 
consisting of six professionals fo r evaluating results of the programme. The 
findings of MAS has been included under paragraph 3.:5.6.4 (iii) above. 

The Ninth Joint Review Mission conducted by the World Bank and European 
Commission representatives in April 1999 had observed the fo llowing: 

(i) [n 1997-98, one di strict (Cuddalore) recorded an increase of fo ur per 
cent in GER, two di stricts (Dharmapuri and Tiruvannamalai) recorded a 
decrease of one per cent and in one di strict (Villupuram) GER remains the 
same when compared to 1996-97, (ii) When comparing 1995-96 with 1997-98, 
actua l enrolments have decreased by 7, 173 in Phase J districts, (iii) significant 
increase in the GER of SC students is not evident in any of the distri cts and 
(iv) Smee enrolment in forma l schools has plateaued, the construction of 
schools and classrooms in disadvantaged areas cou ld be considered. 

3.5.10 Conclusion 

From the foregoing facts, it emerges that the basic objective enunciated in the 
opening of DPEP viz., to provide access for all children to primary education 
and to reduce drop out rates to less than 10 p er cent could not be achieved in 
any of the 7 districts where the programme was implemented. 

3. 5. I I Reco111111endatio11s 

The main thrust of DPEP is to ach ieve I 00 per cent enrolment of children in 
the age group of 6 to I I years, and to provide education through formal and 
non-forma l methods. It is therefore suggested that suitable mechani sm will 
need to be evolved to ensure that a ll e lig ible children are enrolled, more 
number of A lternative Schooling Centres need to be opened to cover drop
outs/non-starters, more number o f chi ldren identified with di sabi lities arc to be 
covered under Integrated Education for Disabled chi ldren, and Early 
Childhood Care and Education centres have to be opened. A s ui table 
moni toring system should be put in place to keep a watch as to whether all 
SC/ST chi ldren and all g irls are being g iven special coaching. 

The above points were referred to Government in Jul y 2000; 
the Government generally accepted the facts (September 2000) . 
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ADI DRA VIDAR AND TRIBAL WELFARE DEPARTMENT 

3.6 Promotion of education among Adi Dravidar girls 

Funds amounting to Rs 3.93 crore remained unutilised with the District 
Managers of Tamil Nad u Adi Dravidar Housing and Development 
Corporation under the Scheme of providing cash incentive to girl children 
belonging to Scheduled Castes/Tribes with the objective of preventing 
drop outs from school. 

Government approved (August 1994) two new schemes vi::., (i) a special 
incentive scheme to promote literacy among girl children belonging to 
Scheduled Caste (SC), under which poor rural SC girl children would be given 
a special incenti ve of Rs 500 per annum on successful completion of each 
class from standard llI to v~ to be implemented in 14 identified distri cts and 
(ii) a statewide scheme under which a monthly payment of Rs 100 would be 
made to poor rural SC girl children for I 0 months during a year from standard 

_..Y.L The Statewide scheme was to be implemented from the academic year 
1995-96. 

These schemes were to be implemented by Tamil Nadu Adi Dravidar Housing 
and Development Corporation (TAHDCO) through its District Managers 
(DM s) in consultation with the Director of Adi Dravidar and Tribal Welfare 
(DADTW), Director of Elementary Education , Director of School Education 
and Distri ct Collectors concerned. 

Funds totalling Rs 28 crore were sanctioned and released to Personal Deposit 
Account of TAHDCO during 1994-95 to 1999-2000 of which TAHDCO 
re leased Rs 26.50 crore to the DK1s. An amount of Rs 22.57 crore was utili sed 
by DMs for the implementation of the scheme (February 2000). 

As against 2.92 lakh SC girl-students targeted to be covered under Incenti ve 
Scheme during 1995-96 to 1999-2000, the actual coverage as of February 
2000 was 2.46 lakh (84 per cent). Under Statewide scheme, the achievement 
was 1.04 lakh (7 1 per cent) against a target of l .47 lakh SC girl children 
during the same period. fn addition, in view of non-utili sation of funds 7,325 
and I, 134 Scheduled Tribe (ST) girls were also covered as per Government 
orders under these 2 schemes duri ng 1997-2000 as of February 2000. 

Test-check of records in the DADTW and TAHDCO revealed the fo llowing 
points in the implementation of the scheme. 

(i) There was delay in fi xing and communicating the districtwise targets 
by TAHDCO by 3 to 11 months, affecting achievement of targets by the DMs 
every year. 

(ii) Due to poor coverage TAHDCO extended the incentive schemes in 
November 1998 to all the deserving SC/ST chi ldren by co llecting the list of 
benefic iari es from the Head Masters of the schools and paid arrears for earlier 
years also. However, permission of Government for changing modalities of 
se lection and payment of arrears was not obtained. The payment of arrears for 
earlier years also defeated the objective of the scheme which was prevention 
of drop out every year. Poor achievement of targets was fo und by the various 
review meetings convened by Government to be due to lack of publicity 
among the District Educational Officers, non-allotment of target on the basis 
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of drop outs, non-receipt of list of bene fi ciaries from the officials of Education 
Department, lack of cooperation/support from the officials of the Distri ct 
Educational Offices, non-wi llingness of the beneficiari es in opening savings 
bank accounts. However, hav ing identified the reasons, Government did not 
take any concrete action for finding a solution to overcome these difficulties. 

(iii ) Whi le an amount of Rs 3.93 crore was lying unuti li sed with DMs as of 
May 2000, an amount of Rs 62.55 lakh refunded as unuti lised by 13 DMs 
between May and December 1999 wa? sti ll remaining with TAHDCO. 
Besides, Rs 1.50 crore were with T AH DCO without being released to the 
DMs. 

(iv) lnspitc of Government' s clarification (September 1995) that the 
incentive under the Statewide scheme was payable to students in YI standard 
only during the academic year 1995-96, Rs 27 .26 lakh were paid to 2,726 
ineligible students who were in VI standard during 1994-95 in Nagappattinam 
(2, 103) and Pudukkottai (623) Districts. 

(v) The unutili sed amount of Rs 12.45 lakh in Yirudhunagar Distri ct 
relating to 1995-96 was diverted for meeting the expenditure on other 
schem·es, which was irregular. 

Though the objective of the scheme was to prevent drop outs and promote 
education among Adi Drav idar girls and the scheme was under 
implementation in the State for four years, no action was taken to assess the 
impact of the scheme on the drop out rate of girls. 

The matter was re ferred to Government in May 2000; reply had not been 
received (February 200 l ). 

AGRICULTURE DEPARTMENT 

3.7 Fixation of higher State Advised Price for sugarcane - undue 
burden to Government exchequer 

Government of Tamil Nadu fixed the State Advised Price payable by the 
Cooperative and Public Sector sugar mills to the sugarcane growers on 
non-economic considerations and increased it every year. This resulted in 
an indirect subsidy of Rs 237.68 crore to sugar mills during 1997-2000. 

Government of India (GOI) fi xes every year the Statutory Minimum Price 
(SMP) payable by sugar mills to the sugarcane growers, after consulting the 
State Governments and considering the recommendations of the Commission 
on Agricultural Costs and Prices. The Government of Tamil Nadu, however, 
announces a State Advised Price (SA P) to be paid by the sugar mills in the 
State for each year, which was annually fixed higher than the SMP. Meetings 
with canegrowers and sugar mills are also held by the Minister fo r 
Agricu lture. The SAP is fi xed with the approval of the Chief Minister taking 
into account the SMP and the recommendations from the Commissioner of 
Sugar (COS), who works out the cost of cultivation of sugarcane, and 
compares the remuneration from competing crops such as paddy. 
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The SMP fixed by GOI, the price recommended by COS and the SAP fixed by 
Government during 1994-95 to 1999-2000 illustrate the fact that the SAP was 
fixed at a much higher level than the SMP and also higher than the price 
recommended by the COS. 

(Rupees per tonne) 

Year SMP Price SAP fixed by 
recommended State ' 
bvCOS Government 

1994-95 391 479 525 
1995-96 425 530 560 
1996-97 459 560 599 
1997-98 484.50 630 660 
1998-99 527 702.50 702.50 
1999-2000 561 702.50 740 

For 1996-97, COS recommended (December 1996) only Rs 560 per tonne on 
the ground that the mills were not in a position to bear the additional financia l 
burden. Secretary, Agriculture recommended (January 1997) Rs 594 per 
tonne to maintain the difference of Rs 135 between the SMP and SAP of 
1995-96. The Secretary, Industries and Secretary, Finance suggested for 
continuation of SAP «t 1995-96 level of Rs 560 per tonne. The Government, 
however, fixed the SAP at Rs 599 per tonne, since the canegrowers wanted the 
higher rates. 

For 1997-98, COS recommended (October 1997) a price of Rs 630 per tonne. 
However, Government fixed (December 1997) the SAP at Rs 660 per tonne 
and no reasons were recorded for the decision. 

For 1998-99, the COS opined that the cooperative mills and public sector mills 
were in a poor financial position and requested for sanction of grants-in-aid of 
Rs 148.21 crore to enable them to pay even the rate of Rs 660 per tonne. 
Secretary, Industries was also of the opinion that further increase in SAP 
without considering the huge cumulative losses of the sugar mills would pave 
the way for the collapse of the sugar industry in the State. The Finance 
Secretary recommended that the SAP be retained at the same level as in the 
previous year, since even in the previous year, the mills could pay at Rs 660 
per tonne only after Government gave a Ways and Means advance of Rs 76.41 
crore, which had not been refunded so far. The Agriculture Minister, 
however, recommended that the SAP be raised to Rs 702.50 per tonne, so that 
the difference between SMP and SAP remained at the same level as in 
1997-98. This was approved by the Chief Minister and notification was issued 
in June 1999. 

Thus, the SAP was increased year after year on non-economic considerations, 
despite increase in losses by the mills. The cumulative losses of the 19 mills 
increased from Rs 202.86 crore as of March 1996 to Rs 507.81 crore as of 
March 1999. To enable the mills to clear the dues to the canegrowers, 
Government gave huge Ways and Means advances to the mills, aggregating 
Rs 245.96 crore in three years. 

Year 

1997-98 
1998-99 
1999-2000 

Number of 
mills 

14 
13 
14 
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(Rupees in crore) 

Ways and Means 
Advances l!iven 

10.64 
76.41 

158.91 
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The Ways and Means advances were to be refunded within the same financial 
year. However, the mills refunded only Rs 8.28 crore in these three years and 
considering their adverse financial position, there was little prospect of 
recovery of the advances. The advances could, therefore, be construed as 
indirect payment of subsidy. 

It was observed that the SAP fixed by Andhra Pradesh Government for 
1998-99 and 1999-2000 was Rs 652.50 per tonne only. The SAP in 
Maharashtra was Rs 560 per tonne in 1998-99 and 1999-2000. 

The matter was referred to Government (April 2000); Government while 
admitting (August 2000) the position, stated that separate action is being taken 
regarding non-repayment of the Ways and Means advances by the sugar mills. 

3.8 Relief assistance to agricultural farmers for crops damaged 
due to floods 

Government provides relief under "Relief on account of natural calamities" to 
agricultural farmers for the crops damaged due to floods and cyclone. 

Test-check of records• relating to the payment of relief to agricultural farn1ers 
whose crops were damaged due to heavy rains and flood during June and 
December 1996, December I 997 and December 1998 revealed the following 
irregularities/deficiencies. 

(i) (a) In December 1997, the Principal Commissioner and Commissioner of 
Revenue Administration, based on the report of the Joint Director of 
Agriculture (JOA), Cuddalore, regarding the extent of damages caused by 
flood in December 1997, allocated an amount of Rs 25.13 lakh. On verifying 
the list of affected farmers given by JOA, the District Collector reported (May 
1998) that there was no damage to the crops due to the floods in the respective 
taluk areas. The District Collector, thus, remitted (June 1998) the entire 
amount back to Government account. 

(b) Similarly, an amount of Rs 1.25 lakh allotted to Cuddalore District 
after the floods in December 1998 was also remitted back to Government 
account as it was found that there were no full y damaged crops in the district. 

(ii) Audit observed that in most of the applications, the survey number, 
extent of area owned/cultivated etc., were not indicated, with the result, the 
genuineness of claimants was not ensured. Also despite instructions, the 
Assistant Directors of Agriculture of four districts test-checked by Audit had 
not maintained registers like application register, claim-pending register, 
expenditure-watching registers to ensure proper disbursement of relief 
assistance. The JDAs paid relief assistance of Rs 7.40 crore to 1.63 lakh 
farmers during June 1996-February 2000 in 4 districts® even without verifying 
the damages. Also, in respect of partially damaged crops, there was ll2 
recorded certificate by the Agricultural Development Officers (ADOs) to the 
effect that the extent of damage was 50 per cent and above. Thus, the 
assistance of Rs 3.75 crore was extended to farmers for partially damaged 

@ 

Records in Agriculture Department, Directorate of Agriculture and offices of Joint 
Directors of Agriculture in Cuddalore, Kancheepuram, Tiruvallur and Villupuram. 
Cuddalore, Kancheepuram, Tiruvallur and Villupuram. 

11 2 



Lacuna in the 
custody and issue of 
cheques and non
supervision resulted 
in issue of cheques 
for more than the 
allocated amount and 
further irregularities 
in payment of relief 
assistance. 

Chapter Ill - Civil Departments 

crops in 2 districts viz., Cuddalore and Villupuram without ascertaining the 
extent of damages the crops suffered due to floods. 

(iii) Under the revised system of paying relief assistance in cash from 
January 1997, the funds were placed at the disposal of each ADO in a 
specified bank by the District Collectors and cheque leaves were provided to 
them for payment to the affected farmers. Audit found that ADOs of 
Melmalayanur and Gingee blocks in Villupuram District had issued cheques 
during January-March 1997 in excess of funds placed at their disposal to the 
tune of Rs 64.34 lakh and Rs 2.8 l lakh respectively. These cheque~ were 
issued without veri fying the balance at credit in banks periodically. The bank 
officials had also cleared the cheques without taki ng regular precautions like 
checking availability of funds, posting of daily transactions, check of 
genuineness etc. , fearing mob-attack. The committee constituted by the 
District Collector on receipt of complaint from publ ic found that out of 8,774 
cheques for Rs 67.15 lakh collected back (29 March 1997), 6790 cheques for 
Rs 55.33 lakh were not genuine, as either the signature of ADOs were forged, 
or name of the farmer mentioned on the cheque did not find place in the 
enumeration list certified by officials or survey numbers differed. JDA 
Villupuram after verification of 10,573 cheques encashed during 24 January 
1997 and 27 March 1997 in Melmalayanur block repo1ted to the Director of 
Agriculture in July 1997 that there were irregu larities like payment on 
duplicate cheques, payment after altering cheque number etc. These 
irregularities had not been pointed out by any of the Assistant Directors/ 
Deputy Directors although they were required to verify 10 per cent of claims 
at random besides supervising the proper distribution of cheques by the ADOs. 

Thus, proper system for the custody and issue of cheques, after due 
identification of the farmers, had not been followed. The ADOs had also not 
verified the balance in the bank before issue of cheques, which was a seri ous 
lapse. 

The matter was referred to Government in April 2000; reply had not been 
received (February 200 I). 

3.9 Integrated programme on pulse seed centre and seed 
multiplication scheme 

Significant shortfalls during 1995-2000 in procurement of foundation 
seeds were noticed. An excess expenditure of Rs 18.10 lakh was incurred 
during 1997-2000 in 4 sample districts due to procurement of pulses at a 
higher rate. 

Government was implementing the State Plan Scheme of Integrated 
Programme on pulse seed centre and seed multiplication since 1978 with the 
main objective of procurement and distribution of quality seeds of new and 
improved varieties of pulses to farmers to increase the production of pulses. 
Under the scheme, breeder seeds, procured on payment (cost basis) from 
Universities, Government Institutions and Farm Corporations, were to be 
multiplied as foundation seeds and were to be procured, certi fied and 
distributed to farmers through Agricu ltural Extension Centres. As per the 
pricing policy of Government in vogue since December 1990, the price of the 
certified seeds to be supplied to farmers was based on the Local Market Rate 
(LMR) plus 35 per cent. 
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In the five test-checked districts·, though the Assistant Directors of 
Agriculture (ADAs) had no discretion to fix the price of seeds, they had 
procured the certified seeds from agencies at rates higher than the rate arrived 
at as per pricing formula prescribed by Government. This resulted in an 
excess expenditure of Rs 18. 10 lakh during 1997-98 to 1999-2000. Despite 
this excess expenditure, there was significant shortfall in the procurement of 
seeds in the 4 districts during 1997-98 and 1999-2000 as given below: 

District Percenta2e of shortfall 
1997-98 1998-99 1999-2000 

(Upto November 
1999) 

Dharmapuri 36 57 60 
Kanchccpuram 18 41 42 
Tiruvannamalai 36 8 89 
Vellorc 27 NIL 75 

The main reasons attributed by most of the ADAs for the shortfall in 
procurement were unfavourable seasonal conditions with uneven rainfall 
affecting the production of seeds. Other important reasons attributed by 
certain ADAs in the districts covered by test-check were as given below. 

ADA, Yaniyambadi 

ADA, Chengam 
ADA, Vandavasi 
ADA, Polur 
ADA, Tiruppathur 

ADA. Cheyyar 

ADA. T iruvannamalai 

Farmers were reluctant to supply pulse seeds to the 
Department, as the procurement price fixed was 
unremunerative 

} 
: Seeds obtained from seed farms were rejected by the 

certification department 

Due to poor return, farmers were not willing to raise 
pulse seeds 
Poor yield from seed farms due to various factors such 
as poor fertility of soil, poor irrigation fac ili ties etc. 
Due to prevailing higher market rate for pulses, targeted 
quantity of seeds could not be procured for want o f 
financial al location 

Thus, despite incurring excess expenditure on seed procurement, there was 
shortfall in procurement of foundation seeds mainly due to higher market rate 
for pulses. 

The matter was referred to Government in June 2000; reply had not been 
received (February 200 I). 

ANIMAL HUSBANDRY AND FISHERIES DEPARTMENT 

3.10 Non-implementation of scheme due to defective formulation 

Defective formulation of the scheme for the grant of kerosene/diesel 
subsidy to poor fishermen by Director of Fisheries resulted in its non
implementation and blocking of Rs 3 crore for over 16 months. 

Government accepted the proposal (May 1998) of Director of Fisheries for 
supply of kerosene to registered traditional fishermen using crafts fitted with 

Dharmapuri, Kancheepuram, Tiruvallur, Tiruvannamalai and Vellore. 
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inboard engines at subsidised rates through Fishem1en Co-operative Socictie · 
(FCS) and issued orders in August 1998 for giving subsidy on kerosene during 
1998-99. Di rector of Fisheri es info1med (September l 998) the Govcrnmenl 
that FCS had difficulty in obtaining license for keroscr.c. He, therefore, 
proposed that subsidy would be paid to the beneficiaries on production of bill 
as proof of having purchased kerosene. He requested the Government to 
provide subsidy on diesel to fishermen using crafts fi tted w ith outboard rnotors 
(OBM). 

Government accepted the revised proposal of Director of Fisheries arid 
sanctioned (December 1998) Rs 3 crore to be drawn and deposited by th~ 
Director of Fisheries in a Personal Deposit account. In view of difficulties 
faced by fishermen to produce authenticated bills, a further change in the 
procedure for release of subsidy, based on a certificate issued by a committee, 
for the quantity purchased, was requested (February 1999) by the Di rector of 
Fisheries. Even though only Rs 1.75 crore were required (at the rate of Rs 125 
per month for 20,000 envisaged beneficiaries) for the remaining period of 7 
months (September 1998 to March 1999) for the implementation of the 
scheme, the Director, without waiting for decision on the modified proposal , 
drew the entire amount of Rs 3 crore and credited (March 1999) the same to 
the Personal Deposit account. In order to avoid the lapse of funds due to 
closure of Personal Deposit account on the last day of the fi nancial year as per 
the rules, the amount was apportioned among 4 regions· and demand drafts 
were sent to the Joint Directors/Deputy Directors of Fisheries (Regional) of 4 
regions on 31 March 1999. Since Government did not agree to the change in 
procedure, Director of Fisheries instructed (November 1999) the regional 
offices to implement the scheme, but issued detai led guidelines on the scheme 
only in January 2000. 

Thus, the scheme approved by Government in August 1998 to bene fit poor 
fishermen could not commence even by February 2000 even though Rs 3 crore 
were released by the Government in December 1998. The scheme was 
formulated without considering its practi cability. Even the procedure for 
releasing subsidy to the beneficiaries was not drawn up correctly, and had to 
be changed when FCS could not obtain license to deal in kerosene/diesel. In 
fact, the Assistant Director of Fisheries, Ramanathapuram pointed out to the 
Director that fi shermen did not use kerosene for their fishing craft; Joint 
Director of Fisheries, Nagapattinam opined that average quanti ty of diesel 
consumed was only 40 per cent of the quantity indicated in the scheme. As a 
result, Rs 3 crore was lying unutilised from March 1999 to June 2000. 

Government, in its reply, stated (July 2000) that the unspent balance amount 
of Rs 2.95 crore had now been remitted to Government account by the 
Regional Joint Directors/Deputy Directors, as the scheme was not viable. The 
fact, however, remained that the formulation of the scheme without 
considering its practicability resulted in blocking of Rs 2.95 crore outside the 
Government account without any beneficia l use. 

Chennai : Rs 90 lakh, Madurai : Rs 15 lakh, Nagapattinam: Rs 70 lakh and 
Tuticorin : Rs 125 lakh 
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3.11 expenditure on purchase of patrol boats 

Non-consideration of the lowest offer of a firm after negotiation resulted 
in avoidable expenditure of Rs 37.35 lakh. 

Government of India (GO!) released~ nt of Rs 4.50 crore to Government 
of Tamil Nadu (GTN) between June 199 and July 1997 for the purchase of 
five patrol boats for enforcing tic amil Nadu Marine Fishing Regulation 
(TNMFR) Act, 1983. The operational cost and other recurring costs of the 
boats were to be borne by GTN. 

The tenders were first examined on technical grounds (February 1996) by the 
tender committee and 3 out of 7 tenders were rejected. On the basis of price 
bids, two firms 'G' and 'T' were shortlisted and negotiations held. 

The type of engine had not been mentioned in the tender document. Fim1 'G' 
offered in February I 996 to build 5 boats as per the departmental 
specifications for Rs 4.34 crore and firm 'T' for Rs 4.8 1 crore. During 
negotiations, the Department wanted the firm to provide Greaves MWM 
engine which had proved its performance instead of Kirloskar Cummins 
engine offered by the firms. Firm 'G' quoted an additional amount of Rs 0.32 
crore. Firm 'T' during negotiation agreed to provide MWM or Kirloskar 
engine and also reduced the offer to Rs 4.05 crore. However, on 30 April 
1996, the Committee decided to accept the offer of Firm 'G', though its offer 
was higher after negotiation, on the ground that as the type of engine was not 
specified in the tender document, it was not prudent to insist on any change by 
preferring a particular type of engine after opening the technical and price 
bids. In October 1997, Government approved the negotiated tender of firm 
'G' for Rs 4.50 crore including taxes etc. Payment of Rs 4.38 crore was made 
between March 1998 and November 1999. 

The boats were taken over by Director of Fis-heries (DOF) in November 1999; 
but could not be operated since no operating staff was appointed and the boats 
remained at Chennai Port. Jn view of the huge financial commitment for 
deployment of qualified crew, an agreement was entered into with firm 'G' for 
maintenance and operation of the boats for a period of 3 months from 
February 2000 to May 2000. For further maintenance, a tender was under 
finalisation as of September 2000. The boats were, thus, utilised only for three 
months for implementing the TNMFR Act. 

Following observations are made in this regard: 

(i) While inviting tenders in December 1995, DOF allowed only one 
month ( 4 January 1996 to 4 February 1996) for submission of the bids. 
Request of even reputed public sector. builders like Mazagon Docks and 
Garden Reach for extension of time limit for about 6 weeks (for designing the 
boats and working out the cost) was not considered by the Department. By 
not allowing sufficient time for the bids, the Department precluded 
competitive bidding. Government stated (July 2000) that any extension of 
time would have resulted in undue delay in the tender processing. However, it 
was observed that whi le the extension sought was for only 6 weeks from 
February 1996, the tender was not decided up to October 1997. Thus, the 
reason attributed by Government was not tenable . 
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(ii) The reasons given by the tender committee for selecting the higher 
offer of Firm G were not tenable, since, after negotiations, the offer of firm 
'G' was higher than that of firm 'T'. ,._____ 

(iii) Government did not sanction staff due to high cost involved, but 
approved (November 1999) entrusting the manning, maintenance and 
operation of boats temporarily for 3 months on contract basis. The boats were 
utilised for implementing TNMFR Act only for 3 months and thus, the 
objective of regulating the fishing by traditional and mechanical fishing sector 
and conserving the fishing resources remained largely unachieved (September 
2000) even after the boats were taken over by the Department in November 
1999. 

Thus, the decision to procure five patrol boats from Firm ' G', instead of from 
Firm 'T' whose offer was lower, resulted in avoidable expenditure of Rs 3 7 .35 
lakh. 

3.12 Non-implementation of the Centrally sponsored sch.eme for 
introduction of plywood beach craft 

Lackadaisical approach of the Government and Commissioner of 
Fisheries resulted in non-implementation of the scheme. Rupees 17.60 
lakh, which included Central assistance of Rs 8.80 lakh, remained 
unutilised. 

In order to effectively replace the conventional beach craft made of costly 
timber, Government of India (GOI) approved in February I 994 a scheme of 
'Introductforrof Plywood Beach Craft' in Tamil Nadu on a pilot basis. T e 
scheme was to provide 25 per cent of the cost of plywood beach craft to the 
fishermen as subsidy; (the subsidy was to be shared equally by GOI and the 
State Government); 70 per cent of the cost was to be met out of loan financed 
by Nationalised banks and the balance 5 per cent was to be contributed by the 
beneficiary. 

Commissioner of Fisheries (COF) forwarded a proposal to GOI (April 1994) 
for assisting I 00 fishermen with subsidy of Rs 0.30 lakh each, which included 
the cost of the plywood craft plus the fishing gear. GOT released Rs I 1 lakh 
(March 1995) excluding the cost of fishing gear which was not eligible for 
Central subsidy. From 1995-96 to 1998-99, revalidation orders were obtained 
every year from GOI. Even though the scheme was providing subsidy only 
for the purchase of plywood boats, State Government persistently requested 
GOI for the release of additional Rs 4 lakh for supply of subsidy on fishing 
gear till February 1996 without implementing the scheme and between 
February 1996 and August 1999, the Government was examining other , 
aspects of implementation. 

It was only in February 1999 that the State Government released Rs 22 lakh 
(including the States' share of Rs 1 I Iakh) for implementing the scheme. The 
funds were drawn even before identification of beneficiaries and the amount 
was kept in the personal deposit account since May 1999. In January 2000, 
Government instructed the COF to process the applications received after 
February 1999 for the purchase of the crafts. As of June 2000, only Rs 4.40 
lakh out of Rs 22 lakh were spent and subsidy was given to only 20 
beneficiaries. 

117 



Audit Report (Civil) for the year ended JI March 2000 

The matter was referred to Government in April 2000; Government stated in 
July 2000 that the delays in various stages were due to administrative reasons 
~rnd that it was decided to remit back the amount as the scheme was found to 
be not viable. Thus, at the instance of Audit. the balance amount of Rs 17.60 
lakh was remitted to Government account in June 2000. The inordinate delay 
on the part of Government to find out that the scheme was not viable resulted 
in blocking of Central assistance of Rs 8.80 lakh for over 5 years and State 
funds of Rs 8.80 lakh outside Government account for over a year. 

CO-OPERATION, FOOD AND CONSUMER PROTECTION 
DEPARTMENT 

3.13 Injudicious decision to oust Junior Inspectors of 
Co-operative Societies 

Injudicious decision to oust the TNPSC qualified candidates resulted in 
litigation and subsequent payment of backwages to the tune of Rs 1.68 
crore. 

Government of Tamil Nadu promulgated an ordinance in September 1985 to 
supersede the Boards of Management of all Primary Agricultural Services Co
operative Societies (PASCS) and to appoint special officers to manage the 
affairs of the societies for a period of three months. Accordingly, Government 
sanctioned in October 1985, the creation of 900 temporary posts of Junior 
Inspectors of Co-operative Societies (JICS) for appointing them as Special 
officers of the P ASCS, for a period of three months. As per regulation 17(2) 
and (3) of Tamil Nadu Public Service Commission (TNPSC) regulations, 
concurrence of the Commission is necessary for the continuance of temporary 
appointment beyond six month period. However, no concurrence of TNPSC 
was obtained and the persons recruited continued in service for over 4 years in 
violation of this regulation. 

In order to offer an opportunity to regularise all the temporary JICS, 
Government directed (November 1988) TNPSC to conduct a special 
qualifying examination and the temporary JICS who satisfy the educational 
qualification and come out successful in the special qualifying examination 
were to be absorbed on regular basis in the existing vacancies or vacancies 
arising in future. The special qualifying examination was conducted in 
October 1989 by TNPSC and list of 1,235 qualified candidates forwarded to 
Government in June 1990. 

Elections to P ASCS were conducted in September 1990 and the elected 
representatives assumed charge on IO October 1990 in the posts which were 
hitherto managed by JJCS as special officers. Government in October 1990, 
issued notification restricting the term of office of the special officers of the 
PASCS up to 9 October 1990 for which elections had been completed and 
requested Registrar of Cooperative Societies (RCS) to allow the elected boards 
of the societies to assume office with effect from 10 October 1990, without 
specifying the action to be taken regarding redeployment of the qualified JICS. 
RCS (October 1990), without referring the matter to Government, instructed 
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all the Regional Joint Registrars to oust the JICS who were rendered surplus 
consequent on the take over by elected representatives even though they might 
have passed the special qualifying examination conducted by TNPSC. 
Accordingly, out of 1,235 candidates recommended by TNPSC, 844 JICS 
were ousted from service by RCS with effect from 9 October 1990 for want of 
vacancies, instead of absorbing them in future vacancies as contemplated in 
the orders of Government of November 1988. The ousted 844 JICS 
approached the Tamil Nadu Administrative Tribunal (TAT) which passed 
orders in July 1991 for their reinstatement. Further. the Supreme Court also 
passed orders in September 1996 for payment of backwages to these JICS. 

Government reinstated 844 JICS between November 1991 and January 1992. 
151 JI CS were appointed against normal vacancies that arose in the 
Department and 693 temporary posts of JICS were created to accommodate 
the remaining ousted JICS with specific .condition that posts should be 
disbanded as and when regular vacancies occurred in the Department for 
absorbing them. 

In the absence of specific orders of the Government in October 1990 regarding 
the redeployment of the JICS, the RCS, without consulting the Government, 
had taken a decision to oust 844 JICS even though they were successful in the 
special qualifying examination conducted by TNPSC. As of June 2000, 514 
JICS have been paid backwages amounting to Rs 1.68 crore. Had the JICs 
been redeployed, instead of being ousted, the litigation and consequential 
payment of backwages for the period they did not actually serve would have 
been avoided. 

The matter was referred to Government in April 2000; Government in reply 
(June 2000) generally accepted the facts and stated that the verdict of the Apex 
Court had to be implemented. 

3.14 Infructuous expenditure on printing of family cards 

Decision of Government to introduce yellow family cards resulted in 5.72 
lakh green cards already printed at a cost of Rs 30.09 lakh, becoming 
surplus. 

Government of India (GOI) launched in January 1997 Targeted Public 
Distribution System under which special family cards were to be issued to 
families Below the Poverty Line (BPL), for issue of essential articles at 
specially subsidised prices. Government of Tamil Nadu decided in February 
1997, to introduce three types of family cards namely red or pink colour cards 
to BPL families, green cards to affluent families (for supply of articles except 
rice) and yellow cards to families who did not come under either of these two 
categories. In view of the urgency, Government (April 1997) entrusted the . 
printing of family cards to Electronics Corporation of Tamil Nadu (ELCOT) 
without calling for open tender, as a special case. The work cominenced in 
December 1997. 

However, in April 1998, Government modified its earlier order and decided 
that families which want to draw rice and other essential commodities be 
issued red/pink colour cards, while families that do not want to draw rice be 
given yellow cards. Between December 1997 and April 1998, ELCOT printed 
5.72 lakh green colour cards for distribution in Chennai, Coimbatore and 
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Salem. Consequent to the revised policy of Government, 5.72 lakh green 
cards printed at the cost of Rs 30.09 lakh became surplus. 

Thus, the change in decision of the Government regarding colours of the cards 
to be printed, resulted in an infructuous expenditure of Rs 30.09 lakh. Further, 
thi s decision of the Government was flawed, as no separate card was issued to 
BPL families to enable them to buy the specially subsidi sed rice under 
Targeted Public Distribution System. 

The above matter was referred to Government in May 2000; Government 
generally accepted the facts (June 2000) and added that the decision to 
introduce two colour cards was taken to reduce subsidy burden in issue of ri ce, 
in respect of those who opt not to draw rice. 

FINANCE DEPARTMENT · 

3.15 Undue benefit to the officers under the Personalised Official 
Conveyance Scheme 

Incorrect allowance of depreciation on motor car purchased by the officer 
utilising loan under the Personalised Official Conveyance Scheme led to 
recovery of only 10 per ce11t of the loan. 

Government introduced Personali sed Official Conveyance Scheme (POCS) in 
September 1995. At present, the Scheme is applicable to All India Service 
officers and other officers drawing pay in the pay scale of Rs 16,000-400-
20,000 or higher. An officer opting for the scheme is sanctioned conveyance 
advance upto Rs 2.50 lakh or the cost of the car whichever is lower, for the 
purchase of a new car only. The principal amount of the advance is to be 
recovered in ten years . 

The officer is fully responsible for all costs of owning and running the vehicle, 
but he will be reimbursed the fixed cost and running costs. The fixed cost 
reimbursable includes depreciation at the rate of 9 per cent per annum on the 
cost of the vehicle or 9 per cent of loan amount (whichever is lower). The 
depreciation is met by Government by adjustment against the loan repayment 
due from the officer, once in a year. The cost of comprehensive insurance is 
also reimbursed to the officer to the extent of 2 per cent of the cost of the car 
or of the original. loan amount, whichever is lower. 

The running cost comprised reimbursement of fuel cost and maintenance cost. 
Between l 00 and 150 litres per month towards fuel cost in Chennai and 
between 50 litres and 150 litres per month in other stations is reimbursible 
depending on the distance between the residence of the officer and the office. 
Ten per cent of the fuel cost reimbursed will be deducted towards private use 
of the vehicle. The maintenance cost is also reimbursed to the officer at 
Rs 900 per month to be increased a'mually by 5 per cent. The officer will not 
be entitled to an official car and driver, since the car purchased under this 
scheme is to be used by him for commuting between residence and office. 
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During 1995-96 to 1999-2000 (upto September 1999) 151 officers had been 
sanctioned the Conveyance Advance totalling Rs 3. 74 crore under the above 
scheme. 

The fixed cost and running cost reimbursement including depreciation works 
out to about Rs 5,890 per month. for each officer. Audit observed that while 
reimbursement of fuel cost and maintenance cost could be justified, there was 
no justification to meet the insurance cost and to allow depreciation at 9 per 
cent per annum to be adjusted towards repayment of loan. Since the vehicle is 
owned by the officer, it is his responsibility to insure the same at hi s expense. 
The depreciation in value of the car is also to be borne by him, particularly 
when Government is paying the officer Rs 900 per month towards 
maintenance cost, besides reimbursement of fuel cost. The net effect of the 
Government bearing the depreciation is that, out of the loan amount of Rs 2.50 
lakh, as much as 90 per cent (Rs 2,25,000) is adjusted towards depreciation 
and only Rs 25,000 is recovered from the officer in instalments over a period 
of ten years. 

There is already another scheme of Motor Car Advance admissible to officers 
for purchase of cars. Under the scheme, the entire amount of loan with 
interest is repayable in monthly instalments. Therefore. the Personali sed 
Official Conveyance Scheme introduced in 1995 gives undue benefit to the 
officer, in that he has to repay only I 0 per cent of the advance sanctioned to 
him, with interest. 

Government stipulated in December 1995 that on availing of the POCS 
vehicle, the Government vehicle should be surrendered to the common pool of 
the Motor Vehicle Maintenance Department (MVMD). But, the MVMD 
stated in November 2000, that no vehicle was surrendered to the common pool 
(till November 2000) consequent on the introduction of the POCS. 

Government stated (October 2000) that reimbursement of fi xed cost is fully 
justified since usage of the vehicle for official purpose entails wear and tear 
and maintenance. It was also stated that depreciation is normally provided for 
capital equipment and vehicles, so that they can be replaced when they outlive 
their useful life and depreciation in the economic sense represents the extent of 
wearing of the capital through usage. The reply was not tenable since the 
maintenance cost was being reimbursed under the scheme at Rs 900 per month 
which should take care of the repairs. Government meeting the depreciation 
and insurance of car owned by the officer is not justified. 

HIGHER EDUCATION DEPARTMENT 

3.16 Irregular retention and diversion of Government funds 

Lapse on the part of Government to monitor the receipt due from a 
University resulted in Government money of Rs 3.07 crore remaining 
blocked outside Government account. 

Anna University was appointed as a Nodal Agency for selection of candidates 
to professional colleges (i.e Medical, Engineering and Agriculture colleges) in 
Tamil Nadu in May 1984. Anna University was to conduct the Tamil Nadu 
Professional Courses Entrance Examination (TNPCEE), evaluate and publish 
the results. 

121 



Audit Report (Civil) for the year ended 31 March 2000 

Government decided in December 1996 that the income generated out or the 
en trance examination, after deducting a reasonable amount to defray the 
expenses in connection w ith the conduct and publication of result, wou ld be 
taken into account, whil e deciding the block grant to the Anna Universi ty for 
1997-98 and 1998-99. Itemwise income and expenditure for the conduct or 
TNPCEE since 1984-85 was ca lled for by the Government in January 1997. 
The audited accounts of TNPCEE for the period from 1984-85 to 1997-98 
were placed before the Finance Committee of the Un iversity only in June 
1998. The Finance Committee decided (October 1998) to charge Rs 2.49 
crore as Design and Development charges and Rs 2.88 crore as Institutional 
charges for conducting TNPCEE and sought Government's approval. The 
approval was not accorded by Government so far (August 2000). Further, the 
University had spent Rs 1.27 crore towards construction of building for the 
purpose of TN PC EE, which was w ithout Government approval. 

Though the Government decided in December 1996 that the net surplus 
available amount in TNPCEE account after charging the expenses in 
connection with the conduct and publication of resul t be taken into account for 
deciding the block grant, the net surplus for the years 1996-98 amounting to 
Rs 3.07 crore had not been adjusted against block grant. However, Rs 1. 75 
crore being the net surplus of TN PC EE account for 1998-99 has been adjusted 
against the arrears of block grant· rcleased to the Univers ity for 1998-99. 

Even whil e releasing block grant of Rs 11 .66 crore for 1999-2000 to Anna 
University, no such adjustment had been made by the Director or Technica l 
Ed ucation who disbursed entire block grant to the Univers ity in 4 instalments. 

Thus, due to non-adjustment of surplus money in TNPCEE account for the 
years 1996-98 against block grant released by Government, Rs 3.07 crore 
remained with Anna University as of Septerr.iber 2000. 

Further, the Un iversity reported that Rs 5.40 crore had been diverted 
temporarily from TNPCEE account to Salary dccount, General Provident Fund 
account and Adult and Continuing Education Fund Account, which was 
irregular. 

The matter was referred to Government in April 2000; reply had not been 
received (February 200 1 ). 

HOME DEPARTMENT 

3.17 Unfruitful expenditure on the construction of Armed Reserve 
Complex and 100 rental quarters 

Establishment of the Armed Reserve Complex and construction of 100 
rental quarters at a site far away from Tuticorin at an expenditure of 
Rs 3.82 crore resulted in the buildin2s being not put to intended use. 

With a view to shift the Anned Reserve• (AR) functioning in Palayamkottai to 
Tuticorin, Government sanctioned (September 1994) the establishment of the 

Police platoons. 
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Armed Reserve Complex (ARC) at Tuticorin and the Director General of 
Police (DGP) was requested to forward the detailed proposals to the 
Government immediate ly. As no vacant land was ava ilable in the Master Plan 
Complex at Tuticorin, the Committee constituted for the purpose identified 
(January 1994) a site measuring about 52 acres at Peroorani Vi llage at a 
di stance of about 22 km from Tuticorin. The Collector, Tuticorin accorded 
(A ugust 1994) permission to the Superintendent of Police, Tuticorin to enter 
upon the said lands. 

Based on the proposal (July 1995) of DGP, Government accorded (August 
1995) sanction fo r the construction of the ARC consisting of Administrati ve 
Block, barracks to accommodate pol ice personnel, garage, magazine room, 
teargas room, external water supply arrangements, land reclamation, site 
lcvell ing, fom1ation of roads, drains and petrol and diesel bunks etc ., at a cost 
of Rs 2.20 crore by the Public Works Department (PWD). Government 
further sanctioned (March 1996) the construction of I 00 qua1ters for the ARC 
at Tuticorin at a cost of Rs 2.82 crore through the Tami l Nadu Police Housing 
Corporation (TNPHC). 

The Superintendent of Police, Tuticorin, who was posted subsequently in May 
1997, objected (September 1997) to the proposed site, citing practical 
diffi culties in movement of men and vehicles, drawal of fuel , etc., and 
suggested relocation of the Administrative Block and Barracks, construction 
of which was yet to commence, at a plot measuring 7.34 acres avail able at the 
third mile from Tuticorin. The Inspector General of Police, Madurai, also 
pointed out (November 1997) that the place was hardly an ideal location, as it 
lacked amenities like shopping, school and medical facil ities and suggested as 
an al ternative that the place be utili sed as Police Recruits School (PRS). The 
DGP rej ected (January 1998) the proposal for relocation of the ARC, on the 
grounds that construction of quarters, magazine room, tear gas room etc ., was 
nearing completion/completed and all construction works relating to ARC 
were a lready awarded to the contractors and so the relocation was not feasible. 

As was feared, however, the newly constructed premises were not used for 
ARC and it was decided (October 1998) by Government to utili se the entire 
complex constructed for AR along with the quarters as PRS. Accordingly, a 
temporary PRS has been fu nctioning from May 1999 and 42 1 recruits were 
given training from May 1999 to March 2000 and 29 1 were being trained 
since May 2000. 

Meanwhile, the AR at Palayamkottai was shifted to rented premises in 
Tuticom in October 1998 and rent of Rs 28,000 per month was being paid. 

Though the Superintendent of Police stated (June 2000) that the 
Administrative blocks, barracks and quarters were used for training recruits, 
the fact remains that the training school was a temporary one, run for 9 months 
in a year to train about 400 recruits. 

Thus, an expenditure of Rs 3.82 crore incurred on the construction of the 
premises etc., was mostly rendered wasteful; besides, AR continues to incur 
Rs 3.36 lakh per annum by way of rent for the building it occupies at 
Tuticorin. 

Government in its reply (November 2000) accepted the facts and stated that 
the Police Department was using the space effecti vely for temporary PRS and 
no new expenses were incurred. The reply was not tenable for the reason that 
the utilisation of the premises and the quarters by the temporary PRS cannot 
be construed as full utilisation. 
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HOUSING AND URBAN DEVELOPMENT 
AND 

CO-OPERATION, FOOD AND CONSUMER PROTECTION 
DEPARTMENTS 

3.18 Unutilised subsidy/loan under Tamil Nadu Rural Housing 
Scheme 

Lack of monitoring by Government/Registrar of Cooperative Societies 
(Housing) in the implementation of Tamil Nadu Rural Housing Scheme 
resulted not only in blocking of unutilised subsidy of Rs 15.29 crore with 
Tamil Nadu Cooperative Housing Federation but also non-completion of 
schemes taken up since 1990-91. 1 

The Housing and Urban Development Department sanctioned (November 
1989) the Tamil Nadu Rural Housing Scheme for construction of houses for 
e~onomically weaker sections of society in rural areas by merging the 
erstwhile Rural Housing Scheme and Mass Housing Scheme. The Registrar of 
Cooperative Societies (Housing) (RCSH) had been implementing the scheme 
through Tamil Nadu Cooperative Housing Federation (TNCHF) , Chennai. 
The houses were to be constructed by beneficiaries as per type des ign and cost 
ceiling prescribed by the Government. 

The scheme was financed through loan from Housing and Urban Development 
Corporation (HUDCO), Government subsidy and beneficiary contribution as 
fixed from time to time by State Government. TNCHF obta ined loans from 
HUDCO every year for the targeted houses on the bulk guarantee given by 
Government. The subsidy, sanctioned by the Government based on the 
proposals of RCSH every year, was released and credited to Personal Deposit 
Account of TNCHF. The loan and subsidy amounts were released to the ta luk 
level soc ieties through Deputy Registrars of Cooperative Societies (DRCSs) 
based on the targets fi xed for them. The taluk level societies were to identify 
the beneficiaries, process the loan applications and to re lease the loan amount 
(i n two instalments) and the subsidy (as third instalment) to the selected 
beneficiary based on the progress of construction of houses. a fter verification. 

Perusal of connected records in the Office of RCSH and TNCHF revealed the 
fo llowing: 

(i) Against 3.27 lakh houses targeted for construction during 1990-9 1 to 
1998-99, Government sanctioned a subsidy of Rs 49.02 crore for 2.96 lakh 
houses, of which 84,284 houses had not been completed as of February 2000. 
The entire amount of subsidy released by State Government each year was not 
based on actual requirement and also without taking into account the 
unutilised subsidy available w ith TNCHF. No time limit had been fixed for 
completion of houses with the result that some of the schemes taken up durinffi 
1990-9 1 to 1998-99 were not completed and proposals for the release of 2° 
and Yd instalments and fresh loan applications had not been received from the 
beneficiaries. As a result, Government subsidy to the tune of Rs 15.29 crore 
pertaining to these incomplete schemes remained undistributed with TNCHF 
and ta luk level societies for periods ranging from 2 to 8 years. 
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(ii) RCSH observed (July 1999) in his reference to TNCHF that the 
TNCHF had invested the unutilised subsidy and gained unintended benefit by 
way of interest on such investments, the details of which were not made 
available to Audit. 

(iii) Government sanctioned interest free loan of Rs 141.63 crore between 
March 1987 to March 1999 to TNCHF so as to enable the Federation to meet 
its repayment obligation to HUDCO, as the collections towards Joan 
recoveries from beneficiaries were continuously poor. Rupees 44. 70 crore out 
of the loan was waived (July 1998) by Government and the remaining was 
pending recovery from TNCHF as of April 2000. 

Thus, the failure of the Registrar of Cooperative Societies (Housing) and 
Government to effectively monitor the scheme resulted not only in blocking of 
unutilised subsidy of Rs 15.29 crore but also non-completion of schemes taken 
up since 1990-91 . 

The matter was referred to Government in April 2000. Government in 
Housing and Urban Development Department stated (November 2000) that an 
amount of Rs 5.36 crore remained unuti lised with TNCHF as of 31 October 
2000 in respect of 32,934 houses and the said amount would be disbursed to 
eligible beneficiaries by obtaining completion reports from the Regional 
DRCSs (Housing). The main reason for keeping the subsidy unutilised was 
non-completion of houses by the members who received first and second 
instalments of loan component, as no time limit had been fixed by 
Government for completion of houses and due to migration of some members 
who are agricultural labourers, rural artisans, and daily wage earners to nearby 
cities and towns to earn their liv_elihood. 

GENERAL 

3.19 Misappropriations , losses, etc. 
Cases of misappropriation of Government money reported. to Audit upto 
March 2000 and on which fina l action was pending at the end of June 2000 
were as under: 

Num ber Amount 
of cases (Rupees in lakh) 

I. Cases reported to end of March 1999 471 182.06 
and outstanding at the end of June 
1999. 

2. Cases reported during April 1999 to . 10 13.78 
March 2000. 

3. Total 481 195.84 
4. Cases cleared during July 1999 to 18 1.98 

June 2000. 
5. Cases outstanding at the end of June 463 193.86 

2000. 

Department-wise and year-wise analyses of the pending cases are given in 
Appendix XXIX. In all these cases, report on the departmental action taken 
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and results of the proceedings against Government servants responsible, 
required to be sent to audit according to Financial Rules, were awaited (July 
2000). 

In addition, 376 cases of shortages, the ft, damage to property, etc., involving 
Rs I. 7 1 crore were reported to Audit upto March 2000 by departments other 
than Public Works and Highways Department. 7,049 cases involving Rs 
28.3 1 crore, were e ither reported by or noti ced during audit of Public Works 
and Highways and Forest Departments upto March 2000. Department-wise 
and year-wise analyses of these cases are conta ined in Appendix XXX. 

3.20 Write off/waiver of losses, irrecoverable loan/interest, etc. 
Jn 2 1 cases, detail s of which were made available to Audit, losses and 
irrecoverable loans/ interest etc., amounting lo Rs 1.1 l crore were written 
off/waived by Government during 1999-2000. 

Department-wise detai ls are indicated below: 

(Rupees in lakh) 

Department Written off Waiver 
Number Amount Number Amount 
of items of items 

Agriculture 2 0.19 - -
Animal Husbandry and I 0.33 I 82.5 1 
Fisheries 
Commercial Taxes and 4 0.01 - -
Rel ig ious Endowments 
Cooperation, Food and - - 3 0.25 
Consumer protection 
Home (Courts) 3 0.2 1 - -

Home (Prisons) - - 4 0.04 
Public Works I 27.64 - -
Social Welfare and I 0.0 1 - -
Nutritious Meal Programme 
TOTAL 12 28.39 8 82.80 

FINANCE DEPARTMENT 

3.21 Failure of senior officers to enforce accountalJility and 
protect the interests of Government 

Accountant General (Audit) (AG) arranges to conduct periodical inspecti on of 
the Government departments to test-check the transactions and verify the 
maintenance of important accounting and other records as per prescribed rules 
and procedures. These inspections are fo llowed up with Inspection Reports 
(JRs). When important iITegularities etc., detected during inspection arc not 
settled on the spot , these I Rs are issued to the H eads of Offices inspected with 
a copy to the next higher authorities. Government issued orders in April 1967 
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which provide for prompt response by the executive to the IRs issued by the 
AG to ensure corrective action in compliance of the prescribed rules and 
procedures and accountability for the deficiencies, lapses etc. , noticed during 
his inspection. The Heads of offices and next higher authorities are required to 
comply with the observations contained in the IRs and rectify the defects and 
omissions promptly and report their compliance to the AG. Serious 
irregularities are also brought to the notice of the Head of the Department by 
AG. A half yearly report of pending inspection reports is sent to the Secretary 
of the Department in respect of pending IRs to facili tate monitoring of the 
audit observations in the pending lRs. 

As at the end of June 2000, out of the !Rs issued upto December 1999, 15967 
paragraphs relati ng to 4,54 1 !Rs remained outstanding. Of these, 306 I Rs 
containing 6 14 paragraphs had not been rep! ied to/settled for more than I 0 
years. Year-wise position of the outstanding JRs and paragraphs is detailed in 
the Appendix XXXI. Even the initi al replies, which were required to be 
received from the Heads of offices within four weeks from the date of issue, 
were not received in respect of 21 divisions/offices for !Rs issued upto 
December 1999. As a result , serious irregularities as detailed in Appendix 
XXX IJ commented upon in these IRs had not been settled as of June 2000. 

A review of the lRs which were pending due to non-receipt of replies in 
respect of Home (Police) Department and Labour and Forest Departments 
revea led that the Heads of offices, whose records were inspected by 
Accountant Genera l and the Heads of Departments fai led to discharge due 
responsibility as they did not send any reply to a large number of 
IRs/paragraphs indicating their fai lure to initiate action in regard to the 
defects, omissions and irregularities pointed out in the lRs of the Accountant 
General. The Secretaries of the concerned Departments, who were informed 
of the posi tion through half yearly reports . a lso fa iled to ensure that the 
concerned officers of the Department took prompt and timely action. 

The above also indicated inaction agai nst the defaul ting officers and thereby 
facil ita ting the continuation o f serious financial irregularities and Joss to the 
Go\ crnment though these were pointed out by Audit. 

In view of large number of outstanding IRs and paragraphs, Government 
constituted at both State level and departmental level, Audit and Accounts 
Comm ittees for consideration and settlement of outstanding audit 
observations. During 1999-2000, departmental level committee was not 
convened and no paragraph was settled, indicating inadequate response to 
audit observations even at higher level of Government. 

To prevent any more erosion of public servants' accountability, it is 
recommended that Government should retook into this matter and ensure that 
procedure exists for (a) action against the officials who failed to send rep lies 
to !Rs/paragraphs as per the prescribed time schedule (b) action to recover 
loss/outstanding advance /overpayments in a time bound manner and (c) 
revamping the system in the Department for proper response to the audit 
observati ons. 
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HIGHWAYS DEPARTMENT 

4.1 Non-achievement of the objective of road work 

Non-finalisation of correct alignment fo r a road work and non
construction of bridges resulted in road constructed at a cost of 
Rs 36.24 lakh remaining unconnected besides blocking of Rs 51.64 lakh 
on purchase of material. I 
With a view to connecting six coastal villages in Nagapattinam District to the 
nearest market centres, Government in July 1993 sanctioned the work of 
" Improvements to the road from Vanagiri to Manickapangu from kilometer 
(km) 010 to 8/4" and a lso "construction of a bridge at km 7/6 across Uppanar 
ri ver" at a total cost of Rs 75 lakh under " Rural Roads Scheme". Since the 
road passed through two more rivers viz., Sevaganar at km 2/4 and Ammanar 
at km 4/8, Government sanctioned Rs 90 lakh and Rs I 05 lakh for the 
construction of bridges across these rivers under the schemes 'Other roads' 
and 'Works financed from Central Road Fund ' respective ly. 

The work from km 0/0 - 7/8 was sp li t up into thre~ works viz., km 010-210, 
km 2/0-7 /8 and construction of bridge at km 7 /6 and the work was entrusted to 
two contractors by the Superintending Engineer, Rural Roads Circle, Tiruchi 
during September, October and December 1994 respective ly. The bridge work 
at km 2/4 and km 4/8 sanctioned under di fferent schemes were to be executed 
by the Div isional Engineer, Highways and Rum! Works, Nagapattinam and 
Divisional Eng ineer, National Highways, Tiruchi respecti vely. Based on the 
representations made by the villagers that the alignment of the road from 
km 0/0 - 7 /8 was very close to the sea and would get washed away due to 
heavy ra ins and that of aqua fa rm owners that some of their lands were 
affected, the Chief Engineer (National Highways) approved some changes in 
alignment in March 1995. As the revised al ignment still passed through some 
aqua farms and the aqua farm owners refused to hand over the land located in 
the revised alignment, the Divisional Engineer, Highways, Rural Roads, 
Thanjavur recommended (March 1996) to the Superintending Engineer (Rural 
Roads), Tiruchi to drop the portion of road from km 4/4. 

The works fro m km 0/0-4/4 which were taken up in September 1994 and 
December 1994 were completed during February and June 1997 at a total cost 
of Rs 32.37 lakh except the bridge at km 2/4 across Sevaganar ri ver. In view 
of the non-execution of work beyond km 4/4, the proposed construction of 
bridges at km 4/8 and at km 7/6 were also not taken up. Construction of bridge 
at km 2/4 was not taken up stating that (February 1998) the cost had escalated 
to Rs 3.50 crore and a bridge at such a huge cost for rural road was not 
considered necessary. As of July 2000, expenditure of Rs 3.87 lakh on 
preliminary works had been incurred on the two bridges at km 4/8 and km 2/4 
and material valuing Rs 51.64 lakh purchased between 1995 and 1997 for the 
bridge work at km 2/4 remained idle. 

Though a ll the five works were to be executed to achieve the objective of 
providing link fo r the coastal villages to market centres, the works were 
executed by different agencies without finalising the alignment. Consequently, 
the work in the reach km 0/0 - 4/4 was completed without constructing bridge 
at km 2/4, rendering the road constructed at a cost of Rs 32.37 lakh 
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unconnected. Further, the objective of providing better transport facility to the 
market centres was not achieved even after spending Rs 36.24 lakh. 

The matter was referred to Government in June 2000; Government accepted 
the audit observations (October 2000). 

4.2 Blocking of Government funds with Southern Railway for 
three years 

Though the department was aware that the ring road work could not be 
taken up under TNUDP, the CE deposited Rs 2.15 crore with Southern 
Railway for the construction of two Railway Over-bridges resulting in 

I avoidable interest liability of Rs 76 lakh. J 

Government accorded (March 1996) administrative sanction for the work 
"Fonning a Ring Road between Kan yakumari Road and Melur Road at 
Madurai" for Rs 22 crore under World Bank-assisted Tamil Nadu Urban 
Development Project (TNUDP). The work included construction of two 
Railway Over-bridges (ROB) for which the Chief Engineer (Highways), 
TNUDP, Chennai (CE) , requested (March 1996) Southern Railway to furnish 
the estimated cost. In August 1996, the Southern Railway furnished the rough 
cost for the ROBs as Rs 2.1 5 crore and requested the CE to deposit 
Rs 4.30 lakh for preparing the detailed drawings and estimates. 

In the meantime, Government ordered (Ju ly I 996) not to take up any new 
work under TNUDP as World Bank assistance for the project would not be 
available after September 1996. The Superintending Engineer, TNUDP, 
Madurai also proposed (August 1996) to the CE to revise the alignment of the 
Ring Road based on further investigation and to seek revised administrative 
sanction for the work. Overlooking the fact that the work required revised 
administrative sanction and could not be taken up under TNUDP, the CE 
accorded (September 1996) permission for advancing of Rs 2.15 crore to 
Southern Railway which was paid by the Divisional Engineer, TNUDP 
Division, Madurai (DE) in September 1996. The DE, however, did not furnish 
the drawing and details of alignment for preparation of detailed estimate by 
Southern Railway. The advance of Rs 2. 15 crore was incurred as expenditure 
under TNUDP. 

In the meantime, Government decided (May 1997) to entrust the work to 
Corporation of Madurai by raising loan from the World Bank. The Chief 
Engineer (Highways), Project 1, Chennai who was to execute the work on 
behalf of Corporation of Madurai requested (March 1999) the Southern 
Railway to refund the advance paid to them. Accordingly the Southern 
Railway, after deducting centage charges (Rs 4.30 lakh) and expenditure on 
trial pits, refunded Rs 2.10 crore in October 1999. Of this, the Department 
remitted Rs 2 crore to Corporation of Madurai in February 2000. 

Thus, the imprudent acti on of the CE to pay an advance of Rs 2.15 crore to 
Southern Railway, against the demand of on ly Rs 4 .30 lakh, resulted in 
retention of Rs 2.10 crore outside Government account from October 1996 to 
September 1999. The advance drawal of loan from the World Bank also 
resulted in avoidable interest liability of Rs 76 lakh for 3 years at 12 per cent 
per annum (rate of interest payable for loans taken under TNUDP). In 
add ition, Rs 4.30 lakh paid as centagc charges to Southern Railway also 
became wasteful. 

130 



2 -24-~ 

Chapter IV- Works expenditure 

The matter was referred to Government in April · 2000. Government stated 
(September 2000) that in order to quicken the process of construction of ROB 
and to incur maximum expenditure to get early reimbursement from World 
Bank, the amount was paid in advance to Southern Railway. The reply was 
not tenable as the payment of advance was premature and the department 
could not furnish drawing and alignment details to Southern Railway for the 
preparation of estimates, forcing the Government to take up the work under 
another project. 

4.3 Non-utilisation of a bridge for want of approach road 

Failure of the department to acquire a small piece of land before starting 
construction of the approach road resulted in non-utilisation of the bridge 
constructed at a cost of Rs 71.65 lakh. 

Government sanctioned (November 1994) Rs 30 lakh for 'Reconstruction of 
bridge at km 1/4 of Palani - Palar - Porandalar road' (Dindigul District) in 
lieu of the existing causeway to facilitate movement of agricultural products to 
the nearest market centre. During the investigation conducted in 1994-95 for 
preparing the detailed estimate, the Highways Department found that the 
alignment of a part of the approach road to the bridge passed through private 
land. Even though the codal provisions stipulate that private land required for 
execution of Government works had to be acquired by invoking the provisions 
of Land Acquisition Act (LA Act) or by negotiation, the sub-estimate for the 
approach road work was prepared in February 1995 without any provision for 
land acquisition as the department was hopeful of acquiring the land free of 
cost. The work was technically sanctioned by the Chief Engineer (NH 45) in 
June 1995. 

When the work commenced in June 1997, the land owners objected 
(June 1997) to the construction of the approach road on their land but were 
agreeable to hand over the required land on payment of compensation. When 
the proposal for acquiring the land was sent (December 1997), the Revenue 
Department advised (June 1998) the Divisional Engineer, Tamil Nadu 
Awicultural Development Project, Madurai (DE) to acquire the land through 
negotiation to avoid explaining the delay of 4 to 5 years in sending proposals 
for land acquisition and additional expenditure towards interest payment. The 
land owners insisted on compensation under the provisions of LA Act. They 
also obtained (March 1999) interim stay restraining the Department from 
proceeding with the work on their land. Consequently, the work was stopped 
and a revised proposal indicating the requirement of land for the work was 
sent in October 1999 to the Revenue Department. 

Efforts to vacate the interim stay also failed and the High Court made the stay 
absolute (October 1999) till the disposal of the writ petition. The bridge works 
completed at a cost of Rs 71.65 Jakh (March 1999) could not be put to use for 
want of approach road. The ~E requested (March 2000) the Revenue 
Department to acquire the land under urgency provisions of LA Act. In March 
2000, a proposal for issuing notification under Section 4 ( 1) of LA Act was 
initiated by the Tahsildar, Palani. 

Thus, the failure of the DE to initiate acquisition proceeding at the 
investigation stage itself, resulted in non-utilisation of the bridge constructed 
at a cost of Rs 71.65 lakh from March 1999 for want of approach road. 
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The matter was reported to Government in April 2000. Government accepted 
(October 2000) the delay in acquisition of land required for the work and 
assured that the land would be acquired and the bridge would be thrown open 
for public use early. 

PUBLIC WORKS DEPARTMENT 

4.4 Execution of unviable schemes without proper authority 

Rupees 8.84 crore were spent on two unviable schemes without proper I 
financial sanction and in violation of canons of financial propriety. . 

According to the codal provisions of Public Works Department (PWD) all 
new irrigation projects costing over Rs 2 lakh were to be investigated by the 
Executive Engineer and Collector concerned on the technical and revenue 
aspects respectively and the administrative approval was to be issued by PWD 
in consultation with the Finance Department. The 'Business rules and 
Secretariat instructions' stipulated that no proposal which was not concurred 
by the Finance Department should be proceeded with unless a decision was 
taken by the Council of Ministers. In contravention of these provisions, the 
Secretary, PWD issued administrative sanction (May 1993) for two schemes 
extending water supply to irrigation tank in Tiruppathur and 13 other tanks 
(Rs 3.14 crore) and to tank in Maravamangalam and 40 other tanks 
(Rs 5.70 crore) by utilising the surpluses from Periyar - Vaigai Project after 
meeting the requirement of Ramnad big tank. He did not consult the Revenue 
Department or get the concurrence of the Finance Department. 

The Special Chief Engineer, Periyar-Vaigai Project, Madurai (CE) incurred 
Rs l crore by utilising the budget provision of the World Bank-assisted 
Periyar Improvement Project (PIP) till June 1994 and sought funds (July and 
August 1994) under 'State Plan' as the credit assistance under PIP was stopped 
by the World Bank. Consequently, the Government was forced to issue 
post facto approval for the schemes in March 1995 for Rs 8.84 crore and 
released Rs 3.72 crore only. The Tiruppathur scheme was completed in 1996 
at a cost of Rs 3.43 crore and the Maravamangalam scheme on which Rs 5.41 
crore was spent was still incomplete. Government in May 1999 sanctioned 
Rs 1 crore for completing the balance work and the work was under progress 
(March 2000). 

The examination of the records pertaining to these schemes revealed that these 
two schemes were not economically viable. The Finance Department had 
rejected the schemes in 1992 as there would not be any surplus water under 
PIP. World Bank also found (May 1995) these two schemes unviable when 
the Department proposed to include them under Water Resources 
Consolidation Project. Further, even though the credit assistance of PIP 
expired in October 1993, the schemes were taken up for execution in 
November 1993 and January 1994. 

The two schemes envisaged diversion of the surplus water only after meeting 
the requirement of beneficiaries under PIP. lt was seen that 79 million cubic 
feet (mcft) of water was released into the newly excavated Tiruppathur canal 
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for 38 days during 1997-98 and no water was released during 1998-99 and 
1999-2000. Records of the Department revea 1 ~d a shortfall of 1,587 mcft of 
water during 1997-98 for the actual area irrigated under PIP. Thus, water was 
released into Tiruppathur canal by depriving the riparian rights of PIP 
beneficiaries. 

Thus, inspite of non-availability of surplus water under PIP, the Secretary, 
PWD, took up the two schemes without the concurrence of Revenue and 
Finance Departments. Major expenditure was incurred without budget 
prov~ sion thereby violating all canons of financial propriety . 

The matter was referred to Government in April 2000; reply had not been 
received (February 2001). 

4.5 Extra financial commitment to Government due to 
injudicious rejection of lowest tender 

Injudicious decision of rejecting the lowest tender of a firm recommended 
by the Chief Engineer and subsequent acceptance of higher tender of 
another firm which had the same persons as major partners resulted in 
extra financial commitment of Rs 1 crore. 

The work of "Improvements to Vadavar Channel" under the Second Madras 
Water Supply Project proposed to be executed with World Bank assistance, 
was split up into five reaches and detailed estimates were sanctioned by the 
Chief Engineer - Irrigation (CE) during 1995-96 for Rs 22.19 crore . 
Government, in consultation with the World Bank Mission, decided 
(December 1995) to award the work to contractors of proven capability and 
resources. 

While the tenders for all the five reaches, called for in June 1996 adopting the 
World Bank norms, were under finali sation, the World Bank decided to stop 
the assistance and it was proposed in September 1996 to implement the work 
with State funds. In order to avoid further delay in calling for fresh tenders, 
Government instructed (December 1996) the CE to consider the tenders 
already called for. Accordingly CE recommended (March 1997 and 
May 1997) to the Government the lowest offers of Firm A for reach I 
(Rs 3.52 crore), Firm B for reaches II to IV (Rs 17.12 crore) and Firm C for 
reach V (Rs 3.94 crore). 

Government approved the tender of Firm B for reaches II to IV in June 1997 
and the tender of Firm C for reach V in August 1997 but rejected the tender of 
Firm A (July 1997) stating· that it fell short of the prescribed earthwork 
experience. After retender, ~~e work in reach I also was awarded to Firm B in 
March 1999 for Rs 4.52 crore. The works were in progress as of 
December 1999. 

It was seen in audit that the CE, while recommending the offers of Firms · 
A and B, had specifically stated that they satisfied all the qualification criteria 
except earthwork which need not be taken as an essential qualification since it 
was a simple work. The Contract A ward Committee did not agree to relax the 
qualification criteria regarding earthwork for Firm A. However, a similar 
relaxation had been given to Firm B. Thus, the decision of the committee was 
inconsistent. This resulted in extra financial commitment of Rs I crore to the 
Government, besides delay in execution of the work by about two years. It 
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was also seen in Audit that the major partners of Finns A and B were the same 
and that Finn A possessed the machineries required for executing the 
earthwork. 

The matter was referred to Government in April 2000. Government stated 
(November 2000) that the tender of Fim1 A was rejected based on the Contract 
Award Committee's observation that the qualification criteria could not be 
relaxed. However, no specific remarks for the audit observation were 
furni shed by the Government. 

4.6 Unfruitful expenditure on Buildings Research Station 

Establishment of Buildings Research Station without providing the 
infrastructure for carrying out research activities had resulted in 
unproductive expenditure of Rs 59.93 lakh on establishment and Rs 23.52 
lakh on building. 

With a view to improve the technical efficiency of the Public Works 
Department (PWD), the Administrative Reforms Commission recommended 
(March 1973) the estab lishment of a 'Buildings Research Station ' by 
absorbing the staff attached to the Building Centre Division and the Soil 
Mechanics and Research Division. The Research Station was to identify cost 
effective construction material s, evolve specification and data, undertake 
research projects on innovative construction technologies, study the suitability 
of construction chemicals, report on the conditions of di stressed Government 
buildings, establish research laboratory and test houses and interact with 
research and development organisations. 

In August 1985, Government sanctioned Rs 47.2 I lakh fo r construction of a 
building at Taramani, Chenna i and fo r purchase of equipment for the Research 
Station. In June 1990, Government ordered diversion of 23 surplus staff from 
the regular strength of PWD. The building was constructed at a cost of 
Rs 23.52 lakh in 1992 and the Research Station started functioning from 
October 1993 with thirteen surplus staff diverted. However, it undertook no 
research projects ever since I 993 although the staff were in position and 
incurred Rs 59.93 lakh during October 1993 to August 1999 towards 
establishment expenditure. 

The fo llowing points were noticed. 

(i) The Executive Engineer of the Research Station (EE) prepared the 
estimate for purchase of equipment required for research work only in 
June 1997 but fai led to obtain the cheque drawing powers from the 
Accountant General (Accounts and Entitlements), Chennai to draw the funds 
for purchase of equipment and for research projects sanctioned in November 
1996 and June 1998. Consequently, no research activity was taken up. The EE 
obtained cheque drawing powers only in December 1999. 

(ii) The inspections conducted by the Superintending Engineer, Planning 
and Designs Circle, Chennai year after year pointed out the inactivity of the 
Research Station. It was also noticed that the Building Centre Division, 
Chennai (16 staff) and Soil Mechanics and Research Division ( 142 staff) 
which were carrying out work of similar nature, continued to function. In spite 
of inactivity, the continuance of posts in the Buildings Research Station was 
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recommended by the Chief Engineer (Buildings) every year, and sanctioned 
by Government till June 2002. 

Thus, hasty decision of Government to divert PWD staff from the divisions for 
the Research Station without absorbing the staff of Building Centre and Soil 
Mechanics and Research Divisions and without ensuring availability of 
adequate infrastructure and the delay on the part of the EE to obtain cheque 
drawing powers to purchase the equipment for the Research Station resulted in 
an unproductive expenditure of Rs 59.93 lakh on establishment and 
Rs 23.52 lakh on building. 

The matter was referred to Government in May 2000; reply had not been 
received (February 200 l ). 

PUBLIC WORKS AND REVENUE DEPARTMENTS 

4.7 Unfruitful expenditure due to defective land acquisition 
proceedings 

Failure of the Revenue Department to follow the correct procedure for 
land acquisition and delay on the part of the Public Works Department in 
revising the design resulted in unproductive expenditure of Rs 19.56 lakh 
on the construction of anicut for over six years and avoidable escalation of 
Rs 65. 70 lakh. 

Government sanctioned (May 1987) the work of construction of an an icut 
across Nasuviniar in Thanjavur District. The work was expected to result in 
additional food production of 3 14 tonnes per annum. The estimated cost of 
Rs 38.80 lakh, approved by the Chief Engineer (Minor Irrigation), Chennai, 
provided for acquiring private land for the right side head sluice, abutment and 
right s ide supply channel. 

Executive Engineer, Public Works Department (PWD), Pattukottai Division, 
(now Agniyar Basin Division) (EE) sent (April 1988) the land plan schedule 
for acquiring 0.415 hectares (ha) of land to Land Acquisition Officer (LAO) 
and entrusted (June 1988) the work to a contractor for Rs 26.33 lakh. The 
contractor executed a portion of the work and could not complete the work 
due to non-acquisition of land. The contract was terminated (June 1992) and 
entrusted (April 1993) to another contractor but as only 0.18 ha of land was 
acquired by February 1994 the work could not be continued further. As of 
March 1994, Rs 19.56 lakh had been spent on the work. 

Test-check of the records of the Revenue Department and the Agniyar Basin 
Division revealed the following. 

(i) Notification under Section 4( I) of the Land Acquisition Ad "was 
approved by Government in August 1990. After conducting enquiry un'cier 
Section SA, the notification under Section 6 was issued in September 199 1. 
One of the land owners challenged the land acquisition proceedings in the 
Chennai High Court in October 1992 on the ground that the procedure 
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prescribed for conducting the enquiry was not followed by the LAO. The High 
Court struck down (April 1995) the notification on the ground that the LAO 
had failed to follow the prescribed procedure of publishing the notification in 
the Government Gazette before publishing in the newspapers. 

(ii) The EE failed to initiate fresh proceedings to acquire the land and in 
November 1998, the Superintending Engineer, Planning and Designs circle, 
Chennai issued guidelines to complete the balance work without involving 
land acquisition. Based on these. a revised estimate for Rs I 04.50 lakh was 
sent to Government (January 2000) for sanction. As of April 2000, the work 
remaine~ incomplete pending sanction of the revised estimate by Government. 

Thus, the failure of the Revenue Department to follow the prescribed 
procedure for acquiring land resulted in litigation and non-completion of the 
scheme for want of land. Even after the court verdict, the PWD had not taken 
immediate action either to acquire the land or to revise the design without 
involving land acquisition. These delays rendered the expenditure of· 
Rs 19.56 lakh unproductive for over 6 years and resulted in avoidable 
escalation of Rs 65.70 lakh besides non-achievement of the objective of the 
scheme. · 

The matter was referred to Government in June 2000; reply had not been 
received (February 200 I). 
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HOME DEPARTMENT 

5.1 Avoidable extra expenditure on purchase of arms due to 
non-provision of sufficient funds in time 

Failure of the Director General of Police to obtain financial sanction from 
Government and to ensure timely provision of funds resulted in extra 
expenditure of Rs 44.45 lakh towards purchase of arms and ammunitions 
from Ordnance Factory, Tiruchirappalli. 

Based on the forecast of Director General of Police (DGP), Government of 
India (GOI) allotted to Tamil Nadu Government in April 1997 different types 
of arms and ammunitions for procurement for the year 1997-98 from various 
Ordnance Factories (OFs) including 650 rifles from OF, Timchirappalli. DGP 
was to deposit advance payment on receipt of proforma invoice from the OF 
after ensuri ng that the funds required (previous year price plus additional 
l 0 per cent) were provided by September 1997. The DGP decided only in 
December 1997 to procure five items of arms including Rifles and five jtems 
of ammunitions (out of 10 items) allotted by GOJ based on the report (July 
1997) of a sub-committee. 

The DGP addressed the OF, Tiruchirappalli in December 1997 for obtainin~ 
the proforma invoice which was received in February 1998 for Rs 1.36 crore . 
The amount was to be paid in advance through demand draft realisable before 
15 March 1998 and if not realised by that date, prices ruling with effect from 
1 April 1998 were to be made applicable. 

Since sufficient funds were not available, the DGP proposed ( 17 February 
1998) for additional provision of Rs 99.63 lakh needed to cover the 
expenditure only through the Final Modified Appropriation (FMA). The 
Finance Department did not provide any funds during 1997-98. 

As the procurement could not be effected during 1997-98, DGP had to obtain 
in August 1998 a revised proforma invoice, which was for Rs 1.56 crore for 
the sa.rne quantity of rifles and magazines. The amount was paid as advance 
(March 1999) to the OF. Another advance of Rs 60.14 lakh was also paid to 
the OF for the procurement of 250 rifles and 500 magazines allotted by GOI in 
August 1998 for the year 1998-99. 

Consequent to the withdrawal of concessional rate of sales tax from December 
1998 the OF demanded (Ju ly 1999) an additional payment of Rs 30.30 lakh 
towards the enhanced sales tax at 20 per cent. DGP reduced the quantity of 
rifles and magazines, so that the cost would be within the amount sanctioned 
by Government and procured them in March 2000 .. 

Government (in Horne Department) stated in June 2000 that for want of 
Government sanction and due to non-provision of fund in FMA 1997-98, 
payment could not be made to the OF in 1997-98. Government' s reply was 
not tenable for the following reasons. 

• 650 rines at Rs 19,630 each plus 4 per cent sales tax and 1,300 magazines at Rs 242 each 
plus 4 per cent sales tax. 
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(i) Despite GOI's instructions for ensuring availab ility of funds by 
September 1997, the DGP did not take timely" action for obtaining financial 
sanction and provision of funds atleast by the time of the first supplementary 
estimates (October 1997), (i i) FMA for all grants was sanctioned by 
Government only during the last week of March 1998 and even if funds were 
provided by that time, the Department could not have made the advance 
payment within the stipulated time, i.e., on or ?efore 15 March 1998. 

Thus, the failure of the DGP and the Government (in Home Department) to 
provide funds in time for payment to the OF. resulted in avoidable extra 
expenditure of Rs 44.45 lakh (Rs 19.6 1 lakh on price of 650 rifl es and 1,300 
magazines and Rs 24.84 lakh on sales ~ax).. : 

5.2 Irregular purchase of chemicals for fire extinguishers 

The injudicious action of Director of Fire Services in purchase of 
chemicals for refilling fire extinguishers, directly from National Co
operative Consumer Federation of India Limited at exhorbitant prices 
without calling for open tender resulted in avoidable expenditure of 
Rs 23.49 lakh. 

In March 1997 Government entrusted the maintenance work of fire 
extinguishers in Government offices/Autonomous bodies to the Fire Service 
Department. Director of Fire Service (DFS) decided (November 1997) to 
procure the required chemicals from Mis National Co-operative Consumer 
Federation of India Limited (NCCF), a Cooperative Institution under the 
Ministry of Civil Supplies, Consumer Affairs and Public Distribution of 
Government of India, stating that it was not necessary to call for tenders, as 
NCCF were authorised to supply stores to Government departments. 
Accordingly, he purchased chemicals valued at Rs 40 lakh from the NCCF for 
the years 1997-98 and 1998-99. 

During 1999-2000, however, the purchases were made from a supplier 
se lected through open tender system by the new DFS. 

It was seen in Audi t that as per article 125 of Tam il Nadu Financial code, 
direct purchase from cooperative institutions, without call ing for open tender, 
was permitted only in respect of products manufactured by them. In as much 
as NCCF was not the manufacturer, the direct purchase by the DFS in 1997-98 
and I 998-99 was in gross violation of coda I provision. Though this was 
ratified subsequently, Government overlooked the loss incurred due to not 
fo llowing the coda! provisions, as the prices of four chemicals (which 
constituted the major portion), purchased through open tender during 
1999-2000, were much lower than the price at which they were procured from 
NCCF during 1997-98 and 1998-99, as given below. 
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Serial Name of the Purchased from NCCF Rate at which 
Number Chemical 1997-98 1998-99 purchased 

I. 

2. 

3. 

4 . 

through open 
tender during 

Quantity Rate Quantity Rate 1999-2000 
purchased (Rupees) purchased (Rupees) (Rupees) 

Sodium 7500 60 each 1800 60 each 12.90 each 
bicarbonate base numbers 
chemical 
extinguisher of 9 
litres capacity 

AFFF Foam 90 li tre 195 per Not 72.50 per litre 
Compound li tre purchased 
Dry chemical 10480 kg 11 5 per kg 8900 kg 115 per kg 23 per kg 
powder (DCP) 
Mono 150 kg 215 per kg Not 70 per kg 
ammonium purchased 
phosphate base 
powder 

Thus, the injudicious purchase from NCCF during 1997-99 had resulted in an 
avoidable extra expenditure of Rs 23.49 lakh*. 

In the five di stricts viz., Madurai, Salem, Ti ruvallur, Tiruvarur and Yellore, 
out of 4,570 kg of DCP purchased during January to August 1998 at a very 
high cost, only 1365 kg (30 per cent) were uti lised upto September 1999, 
leaving a quantity of 3205 kg (cost: Rs 3.83 lakh) unuti lised. As th is could 
last for another 2 to 3 years, based on the rate of current consumption, the 
chemical might lose its potency. 

Government while accepting (August 2000) the facts stated that Government" 
of India instructions for direct purchase from NCCF without calling for 
tenders were not applicable to State Government Departments and that 
necessary disciplinary action against the persons responsible was being 
pursued. 

including Sales Tax at 4 per cent. 
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6.1 Urban Employment Generation Programme 
(Municipal Administration and Water Supply Department) 

Summary Highlights 

According to the socio-economic survey conducted by the Urban Local 
Bodies as per the guidelines of Ministry of Urban Affairs and Employment, 
during 1998-99, the urban poverty level was 29 per cent as against 39.8 per 
cent during 1993-94. Though there was a reduction in urban poverty level, 
tlte same could not be attributed to implementation of Urban Employment 
Generation Programme, as huge funds relating to old and new schemes 
were lying unutilised at various levels. Steps had not been taken to resolve 
the problems that led to poor utilisation of funds. The performance under 
"Self employment" component was very poor and the shelter upgradation 
component was not taken up after 1992-93. Considering the huge number. 
of urban families below poverty line, the funds provided for Urban Wage 
Employment Programme were . sufficient to provide, on an average, 
employment for 4 days only to each family. Expenditure on materials far 
exceeded the Limit of 60 per cent of the works expenditure. 

Non-release of funds to Urban Local Bodies under Urban Self 
Employment Programme and Urban Wage Employment Programme on 
the basis of urban poor identified through survey during 1998-99 resulted 
in excess release of funds of Rs 91.75 lakh to Municipalities, and less 
release of Rs 81.19 lakh and Rs 10.56 lakh to Town Panchayats and 
Municipal Corporations respectively. 

(£aragraph 6.1.4.3) 

Out of Rs 142.59 crore provided under Nehru Rozgar Yojana, 
Urban Basic Services for the Poor and Prime Minister's Integrated Urban 
Poverty Eradication Programme upto November 1997, Rs 67.44 crore (47 
per cent) were only utilised and the unutilised amount of Rs 75.15 crore 
was transferred to the new scheme Swarna Jayanthi Shahari Rozgar 
Yojana. 

(Paragraph. 6.1.4.4(a)) 

Utilisation of funds released to Urban Self Employment 
Programme component of Swarna Jayanthi Shahari Rozgar Yojana was 
very poor and Rs 10.78 crore were lying unutilised under this component 
with the Director of Town Panchayat, Commissioner of Municipal 
Administration, Corporation of Chennai, Town Panchayats and 
Municipalities. The main reason for poor utilisation of funds under this 
component was the reluctance of banks to sanction loans to identified 
beneficiaries. 

(Paragraph 6.1.4.4(b)) 

Abbreviations used in this review are listed in the Glossary in Appendix XL Vlf 
(page 276). 
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The average number of mandays of employment that could be 
provided per urban family below poverty line during 1998-99 to 1999-
2000 under Urban Wage Employment Programme of Swarna Jayanthi 
Shahari Rozgar Yojana worked out to 4 days only. 

(Paragraph 6.1.5.1 ( c)) 

Under Prime Minister's Integrated Urban Poverty Eradication 
Programme, utilisation of funds for self-employment was only 4.5 per ce11t 
of the amount provided; out of 1.52 lakh families below poverty line 
identified in 41 towns, only 1144 families were benefited under self
employment. 

(Paragraph 6.1.5.2(i)) 

Rupees 2.52 crore remained unutilised under the shelter 
upgradation component of Prime Minister's Integrated Urban Poverty 
Eradication Programme due to delay in fixing the nodal agency and non
finalisation of project proposals. 

(Paragraph 6.1.5.2 (ii)) 

The scheme of housing and shelter upgradation was not 
implemented despite provision of Rs 2.28 crore by Commissioner of 
M unicipal Administration to TamiJ Nadu Urban F inance and 
Infrastructure Development Corporation resulting in deprival of shelter 
benefits to about 0.57 lakh persons as projected under the scheme. 

(Paragraph 6. 1.5.2 (iii)) 

Payment of wages at rates less than the minimum wages 
prescribed under the Minimum Wages Act resulted in underpayment of 
Rs 83.56 lakh to workers in 130 urban local bodies during 1998-2000. 

(Paragraph 6.l.5.3(a)) 

Contrary to the instructions that the wage component of the works 
should be at least 40 per cent, the prescribed wage-material ratio was not 
maintained in 1210 works executed by 15 Municipalities and 84 town 
panchayats and the excess expenditure on material component worked 
out to Rs 3.08 crore. 

(Paragraph 6.1.5.3(c)) 

6. 1.1 lntroductio11 

Government of India (GOI) launched various schemes fo r allcviatio11 of urban 
poverty. In Tamil Nadu the urban poverty level was 39.8 per cent duri ng 
1993-94 according to the Expert Group formed by Government of India. 

The schemes launched by GOI were 
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I. Nehru Rozgar Yojana (N RY) from October 1989; 

2. Urban Basic Services for the Poor (U BSP) from 1990-9 1; 

3. Prime Minister's Integrated Urban Poverty Eradication Programme 
(PMI UPEP) from 1995-96; and 

4. Prime Min ister's Rozgar Yojana (PMRY) from October 1993. 

The first three schemes were implemented by Ministry of Urban Affairs and 
the fou rth by Min istry of Industries. The schemes NRY, UBSP and PMIUPEP 
were merged into a new scheme "Swarna Jayanthi Shahari Rozgar Yojana" 
(SJSRY) with effect from I December 1997. 

The objecti ves of the programmes and the areas in which they were 
implemented are given in Appendix XXXI 11. 

6.1.2 Organisational set up 

The Secretary, Municipal Administration and Water Supply Department 
(MA WSD) and Commissioner of Municipal Administration (CMA) were 
responsible for planning, coordination and implementation of NRY, 
PM IUPEP and SJSRY at the Apex and State leve l. At district leve l the 
District Urban Development Agencies (DUDA) were responsible for 
supervision and monitoring. The schemes were executed by Urban Local 
Bodies (ULBs). 

Under SJSRY, \vhi lc the schemes were executed by Town Par.chayats (TPs) in 
their area~. the Secretary MA WSD, Director of Town Panchayats (DTP) and 
Assis tant Director of Town Panchayats (ADTP) were implementing and 
monitoring the schemes at Apex, State and District levels. 

Scheme of Housing and Shelter Upgradation (SHAS U) of NRY was 
implemented by ULBs through Housing and Urban Development Corporation 
(HUDCO) and with the a sistancc of Tam il adu Urban Finance and 
Infrastructure Development Corporation (TUF IDCO), Tam il adu Slum 
Clearance Board (T SCB). Tamil Nadu Handloom Weavers' Cooperative 
Society (TN! IWCS) and Tami l Nadu Cooperati ve Housing Federation 
(T CHF). 

PMR Y was implemented by the Secretary, Small Industries Department, and 
Industries Commissioner and Director of Industries and Commerce (ICDIC) 
and executed through the Genera l Managers (GMs) of District Industries 
Centres (DICs) at District level. 

6.1.3 Audit Covemge 

A test-check of records relating to the programmes covering the period from 
1995-96 to 1999-2000 v.1as conducted bct'A-cen November J 999 and May 2000 
in the MA WSD and Small Industries Department of the State Secretariat, 
Offices of the CMA. DTP. ICDIC, Chennai Corporation, 16 Municipalities 
(out of t 02) and 11 4 Town Panchayats (out of 636). Further, the particulars 
regarding the implementation of the programmes dm i ng the period of 
coverage were also obtained from HUDCO and TUFIDCO. 
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Out of the total expenditure of Rs 11 4 crore incurred under the programmes 
during 1995-96 to 1999-2000 the expenditure covered under the review was 
Rs 24.34 crore (2 1 per cent). 

Important points noticed are discussed in the succeeding paragraphs. 

6.1.4 Resource Allocation 

6. I . 4. I Funding 

The sharing pattern of expenditure on implementation of various Urban 
Employment Generation Programme (UEG P) between GOI and Government 
of Tamil Nadu (GTN) were as below: 

Serial 
Number 
( i) 
( ii) 

(iii) 
(iv) 

6.1.4.2 

Na me of the Scheme 

NRY 
PMI UPEP 
- Self Employment and Shelter 
Upgradation 
- Skill Development and Training 
SJSRY 
PMRY 

Government of 
India Share 

60 per cent 

6D per cenl 

100 per ce111 
75 per cent 
I 00 per cent 

Financial Outlay and Expenditure 

Government of 
Tamil Nadu Sha re 

40 per cent 

40 per ce111 

25 per ce111 

Year-wise details of release of funds and expenditure under NRY, PM IUPEP, 
SJSRY and PMRY(Training) are furnished in Appendix XXXIV. 

According to the Union Planning Commission Report, the urban poverty was 
39.8 per cent in the State during 1993-94. A socio-economic survey 
conducted by the Urban Local Bodies (except Chennai Corporation) 
during l 998-99, as per the guidelines issued by the Ministry of Urban Affairs 
and Employment, revealed that the urban poverty had dec lined to 29 per cent. 
However, the reduction cou ld not be attributed to the implementation of Urban 
Employment Generation schemes, as most of the funds provided fo r the 
schemes were lying unutili sed, as di scussed in the subsequent paragraphs. 

6. 1.4.3 improper allocatio11 of funds 

SJSR Y envisaged identi ti cation of genuine beneficiaries based on non
economic and economic parameters through house to house survey. The 
programmes were intended to cover urban poor beneficiari es through the 
schemes Urban Self Employment Programme (USEP) and Urban Wage 
Employment Programme (UWEP). In Tamil Nadu, the house to house survey 
was completed by ULBs in September 1998 except Chcnnai Corporation. As 
the programmes were to cover urban poor, the allocat ion of funds among 
ULBs should also be based on number of urban poor identified by survey. 
However, even after completion of survey, the CMA continued to release 
funds to ULBs during January 1999 to March l 999 based on the population of 
ULB, resul ti ng in excess release of funds to Municipal it ies to the extent of 
Rs 91. 75 lakh and less release of funds to Town Panchayats and Munic ipal 
Corporations to the extent of Rs 8 1.19 lakh and Rs I 0.56 lakh respectively. 
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6.1.4.4 Poor utilisation of funds 

(a) Poor utilisation offunds under old schemes 

Out of Rs 142.59 crore received for the 3 programmes, NRY, UBSP and 
PMI UPEP up to November 1997, Rs 67.44 crore (47 per cent) were only 
reported by CMA as spent under the programmes as of November 1997 and 
the rema ining unutilised amount of Rs 75.15 crore (53 per cent) was 
transferred to the new scheme SJSRY, as below: 

(Rupees in crore) 

SI. Name of the Period of Amount received up Expenditure Un utilised 
No. programme implementation to November 1997 incurred up balance at 

From From Total 
to November the end of 
1997 November 

GOI GTN 1997 

( I ) (2) (3) (4) (5) (6) (7) (8) 

I 

2 

3 

NRY 1989-98 51.19 30.37 8 1.56 53.3 1 (65) 28.25 (35) 
(up to November 
1997) 

UBSP 1990-98 14.20 6.56 20.76 8.73 (42) 12.03 (58) 
(up to ovember 
1997) 

PM IUPEP 1995-98 20.9 1 19.36 40.27 5.40 ( 13) 34.87 (87) 
(up to November 
1997) 

86.30 56.29 142.59 67.44 (47) 75.15 (53) 

(Figures in brackets in column 7 and 8 arc percentages to total amount received) 

The implementation of the programmes UBSP and PMIUPEP was very poor 
as 58 and 87 per cent of the funds received for them were lying unutili sed. 
The main reason for non-utilisation of funds under these schemes was 
rejection of loan appli cations and under-financing by Banks . In respect of 
PMI UPEP, the implementation started on ly after elected bodies came into 
existence from October 1996 and speci fi c reasons for non-utilisation of funds 
arc commented in paragraph 6.1 .5.2(i) . 

(b) Poor utilisation under SJSR Y 

The performance under three components of SJSRY was very poor during 
1998-2000 as indicated below: 

Name of the Financial (Rupees in crore) Percentage of 
component 

Funds available funds utilised 
utilisation 

Self Employment 12.63 0 .80 6 

Development of 2.62 0. 11 4 
Women and Children 
in Urban Areas 

Training 2.38 0.56 24 

17.63 1.47 
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(i) Out of Rs 75.47 lakh received for USEP during 1998-2000 by 16 
Municipalities, Rs 16.29 lakh were only utilised. The number of beneficiaries 
was only 80 l. The main reason attributed (November 2000) by CMA was the 
reluctance of the banks in the sanction of loans to beneficiaries under this 
component. 

(ii) CMA released (July 1998 and January 1999 to April 1999) 
Rs 9.89 crore to DTP for the USEP in 1998-99 and 1999-2000. 
Rupees 5.79 crore were refunded by DTP to CMA in March 2000; Rs 3.24 
crore remained unutili sed with DTP. 

Out of Rs 1.25 crore allocated to 114 Town Panchayats in the five districts 
during 1998-99, only Rs 4.51 lakh were utilised till February 2000 (4 per 
cen t). 

The poor utili sation was attributed (November 2000) by DTP to non-provision 
of add itional staff, non-provision of training to staff initiall y and non
cooperation of bankers in sanctioning loans to the beneficiaries identified by 
the TPs. Government of India, taking into account the unwillingness of the 
banks in extending loans, permitted (December 1999) as an interim measure, 
till the modified guidelines of SJSRY come into place, reallocation of funds 
within the three components of SJSRY. Accordingly, DTP reallocated (July 
2000) the funds available with him as we ll as town panchayats to UWEP 
component. CMA also issued (March 2000) directions to the municipalities to 
reallocate USEP funds based on the local needs. 

(iii) A socio-economic survey to identify the fam ilies below poverty line 
was required to be conducted under SJSRY. Though the survey was started in 
April 1998, only 1.37 lakh fami lies out of 3 lakh fam il ies were covered by the 
survey in Chennai Corporation up to April 2000. 

Due to non-completion of survey, the USEP of SJSRY could not be 
implemented in the Chennai Corporation area and Rs 1.1 6 crore remained 
unutili sed for the past two years, resulting in deprival of benefits to the 
intended beneficiaries. 

(iv) As of March 2000, 15525 applications were pending with the branches 
of the banks under USEP. CMA stated that the rejection and pendency of 
applications were larger in numher under USEP component although the 
applications were being forwarded to the banks after approval of the Task 
Force Committee (TFC), in which the bank officials were also representatives. 
However, the bank representatives in the Stat~ Level Bankers Committee 
(SLBC) meetings held between November 1999 and May 2000 informed that 
the applications were not properly scrutinised at the TFC meetings which had 
only resulted in higher rejection level and the other reasons like bunching of 
applications di sproportionate to subsidy allocation, more number of 
app lications for the same venture, fo1warding of applications of persons who 
were not found in the list of below poverty line, abandonment of ventures, 
disposal of assets, migration of bmTowers, poor recovery level of earl ier loans 
etc., led to slow progress and low performance. SLBC stressed (May 2000) on 
the need for greater coordination between Government and the banks. Thus 
the genuine problems under SJSRY were yet to be ascertained and sorted out. 

6. 1.4.5 Funds lying outside Government Account 

Under PMRY, the DICs drew Rs 84.80 lakh during 1995-96 to 1998-99 in the 
five sample distri cts by debiting the final head of account of the sch~me and 
kept the amount in the bank accounts. Rupees 46. 75 lakh were alone spent, 
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leaving an amount of Rs 38.05 lakh lying unutili sed in the bank accounts of 
DI Cs outside Government account during the years 1995-1999. 

6.1.4.6 Non-transfer of unutilised amount to the scheme. 

(i) Under PMIUPEP which was introduced in the State during 1995-96, 
41 class 11 towns were identified for the implementation of the programme, 
including Villupuram and Tindivanam Municipal iti es. As no other similar 
schemes should be implemented in PMJUPEP towns as per the guidelines 
issued by GOI for the scheme, the NRY programme was discontinued in these 
two Municipalities from 1995-96. However, the amount of Rs 23.20 lakh. 
being the balance of RY relating to Villupuram and Tindi vanam 
Municipalities was not released to the other Munic ipalities. which were not 
implementing PMIUPEP, but kept outside the scheme account. The amount 
was also not transferred to the new account of SJSR Y. The Regional Director 
of Municipal Administration, Vellore accepted the lapse and stated (May 
2000) that action would be taken to distribute the amount among the 
Municipalities. 

(ii) Unutiliscd amount of Rs 10.65 lakh as of November 1997 under NRY 
and UBSP with Pollachi Municipality was not transferred to the new SJSRY 
account as required by GO!. 

6.1. 5 Programme implementation 

The details of target group, method of identification of beneficiaries, subsidy 
element/unit cost in respect of self-employment ventures, agencies for 
execution of works, wage rate payable for workers and the ratio between 
material and labour in works executed under the UEGP are furnished in 
Appendix XXXV. 

6.1.5. 1 Physical target and achievement 

(a) The physical target and achievement under NRY and PMRY are given 
in Appendix XXXVI. While the shortfall under the component Scheme of 
Urban Micro Enterprises (SUME) under NRY was 34 and 37 per cent during 
1995-96 and 1996-97, the shortfall under SUME - Training and Infrastructure 
were 45 and 42 per cent·during the same period. 

The shortfall under PMR Y ranged between 19 and 42 per cent during the 
period 1995-96 to 1999-2000. The main reasons attributed by DICs in Ju ly 
2000 for the shortfall were non-viability of the projects at the time of 
disbursement of loan, non-availing of loan due to pursuance of higher studies 
by the beneficiaries and because of female beneficiaries getting married, and 
reluctance on the part of beneficiaries to take up the project. 

(b) No physical targets had been fixed for PMIUPEP and SJSRY. 
However, the details of mandays generated under these programmes are given 
in Appendix XXXVL 
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(c) A comparison of number of families below poverty line (12.72 lakh) 
which could be given employment and the number of mandays generated 
(50.14 lakh) under UWEP component of SJSRY during 1998-99 to 1999-2000 
revealed that the average number of mandays of employment per famil y 
worked out to 4 days only. 

(d) Under SJSRY, the Community Development Societies were required 
to identify and prepare two lists, list A indicating the basic minimum services 
and the list B other required services. However, Audit observed that 118 
ULBs test-checked executed 1170 works at a cost of Rs 10.15 crore without 
preparing the list of prioriti~s, as the Community Development Societies were 
not formed in most of the ULBs. 

6.1.5.2 Poor /Non-Implementation of schemes 

(i) Out of Rs 40.27 crore provided under PMIUPEP during 1995-98, 
Rs 5.40 crore (13 per cent) only were utilised upto November 1997. Only 
4.5 per cent of the funds (Rs 28.33 lakh out of Rs 628.43 lakh) provided for 
self-employment generation were utilised. l 0 towns out of 41 towns covered 
did not use the funds provided at all. Out of 1,52,253 below poverty line 
families identified under PMIUPEP in these 41 towns, only 1144 families 
(0.8 per cent) were benefited under self employment scheme during 1995-98. 

Since PMIUPEP was the only scheme implemented in these towns, most 
families living below poverty line got practically no benefit. 

CMA stated (November 2000) that the elected councils of the Municipalities 
came into existence only from November 1996. Certain community structures 
like Neighbourhood groups, Neighbourhood Development Committee, 
Community Development Society were to be formed under the programme 
which was time consuming and the programme was merged with SJSR Y by 
the time these structures were formed. 

(ii) GOI and GTN released funds to the extent of Rs 2.66 crore under 
Shelter upgradation component of PMIUPEP during 1995-96 and 1996-97. 
After deduction of 5 per cent towards Administration and Office expenses (A 
& OE), funds available for release to ULBs was Rs.2.52 crore. The decision 
to fix TUFIDCO as nodal agency for disbursing the funds under shelter 
upgradation component was conveyed in June 1997 by the Government. 
CMA called for proposal from the 41 project towns in August 1997. 
However, with the introduction of SJSR Y from December 1997, CMA 
transferred the funds meant for shelter upgradation (including amount meant 
for A & OE) to SJSRY though the latter programme did not contain any 
shelter upgradation component. As per GOI directions the funds under shelter 
component of PMIUPEP should have been transferred to National Slum 
Development Programme (NSDP). Thus, due to delay in selecting the nodal 
agency, the available funds which could have benefited about l 0,000 persons 
could not be utilised for shelter upgradation. 

(iii) CMA released Rs 2.28 crore (September 1996: Rs 0.55 crore and June 
1997: Rs 1.73 crore) to TUFIDCO for the implementation of SHASU under 
NRY for the 56,932 targeted beneficiaries. However, the scheme was not 
implemented by TUFIDCO and the amount was remitted back to Government 
in January 2000. 

(iv) Chennai Corporation reported utilisation of Rs 94.83 lakh out of 
Rs 4.10 crore released by GOI and GTN during 1989-98 for SUME (subsidy). 
Though the amount had been shown as expenditure during 1996-97, the details 
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of number of beneficiaries under the scheme year-wise and amount of subsidy 
sanctioned to each beneficiary were not available. The Corporation stated 
(May 2000) that the details were being collected from the participating banks. 

6. 1.5.3 Payment of wages 

(a) Non-payment of statutory minimum wages 

The wages payable to labourers employed under the programme should be the 
minimum wages notified under the relevant schedule of employment under the 
Minimum Wages Act. The rates of wages notified by the Government for 
Mazdoor category I and II for 1998-99 and 1999-2000 were as below: 

Mazdoor category 
II 

For 1998-99 

Rs 72.37 

Rs 69.37 

For 1999-2000 

Rs 78.79 

Rs 75.79 

However, the wages paid to these categories of workers for the works under 
SJSRY ranged from Rs 32 to Rs 75.90 due to adoption of Public Works 
Department schedule of rates of the respective locality. The underpaid wages 
to workers engaged in SJSRY works in 130 ULBs covered by test-check 
during 1998-99 and 1999-2000 worked out to Rs 83 .56 lakh. 

(b) Delay in payment of wages 

Nomina l Muster Roll s (NMRs) have to be prepared for the works executed 
under the programmes and the wages to workers are to be paid through weekly 
NMRs. It was observed that preparation of NMRs were delayed by 15 days to 
3 months in 1765 works in the sample urba n local bodies resulting in de layed 
payment of wages. 

It was observed that the wages were also paid belatedly after completion of the 
work. 1n 882 such test-checked works, wages of Rs 1.13 crore were paid after 
15 days to I month in 372 cases, Rs 1.28 crore were paid after 1 to 3 months 
in 448 cases, Rs 18.70 lakh were paid in 62 cases after 3 months. 

(c) Non-adherence of ratio fixed for material and labour 
components 

As per the guide lines of SJSRY, the ratio between material and labour 
components o f works taken up under SJSRY (UWEP) should be 60:40. 
Hence only labour intensive works resu lting in creation of durable community 
assets were to be taken up for execution. However, as the Municipalities and 
Town Panchayats took up works such as construction of concrete roads, RCC 
culverts etc., which were material intensive, the prescribed ratio between 
labour and material components (40:60) was not adhered to in most of the 
works. 

The excess expenditure on material component in respect of 1210 works 
executed by 15 Municipalities and 84 Town Panchayats worked out to Rs 3.08 
crore after adj usting Rs 24.25 lakh contributed by the local bodies from their 
General funds. 
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6.1.6 Other financial points 

6.1.6.1 · Delay in release o.f Junds 

The share of Government of India for the programmes RY and PMIUPEP 
fo r the yea rs 1995-96 and 1996-97 was released be latedl y to the CMA 
between the months of December and March o f the respecti ve years and in the 
succeeding financial years in most of the cases (Appendix XXXV LI). 

Similarly the State share for the programmes were also released to the nodal 
agencies belatedly during the last quarter of the year or during the succeeding 
financial year (A ppendix XXXYll). 

The delay in release of funds of GO! and State Government led to delay in 
re lease of funds by the CMA/nodal agencies to the implementing 
agencies/ULBs for executing the works, resulting in postponement of benefits. 

Under PMRY, delay in release of funds by State Government to the Director 
of Industries and Commerce ranged from 2 to I 0 months during 1995-96 to 
1999-2000. 

The delay in release of funds under NRY by CMA to ULBs ranged from 3 
months to 24 months after the receipt of funds from GOI/GTN. 

Of the amo unt of Rs I 0.46 crore received from GOI in February 1996 for 
PMIUPEP for 1995-96, Rs 8.78 crore were released to the implementing 
agencies by the C MA belatedly in May 1996 and Rs 22.26 lakh in August 
1996. 

6.1.6.2 Diversion of funds 

( i) (a) C hennai Corporation received Rs 5.47 crore for execution of SUME of 
NR Y, during 1989-98. The Corporation diverted amounts ranging from Rs 10 
lakh to Rs 1 crore during January 1991 to January 1999 to their General funds 
and refunded them after a lapse of 10 days to 8 months on 17 occasions. The 
cumulative amount of diversion was Rs.7.31 crore during the above period. 

(b) Chennai Corporation placed Rs 55 lakh of NRY funds in Fixed 
Deposit during 1994-95 (July 1994 - Rs 40 lakh and September 1994 - Rs 15 
lakh) for one year period. However, on maturity the amount (Rs 61.57 lakh) 
was credited to General fund account of the Corporation. The above amount 
was not credited back to scheme account until December 1997, when the 
scheme was merged with SJSRY. The amount was refunded to CMA by the 
Corporation only in December 1998. 

(c) Under USEP of SJSRY, Chennai Corporation was provided 
Rs 1.17 crore for 1998- 1999. While transferring the unspent balance ofNRY 
to SJSRY account on I December 1997, the Corporation retained Rs 6.58 
lakh. Together w ith interest of Rs 41.4 7 lakh earned on deposits of N RY 
funds and Rs 1.75 lakh on SJSRY funds, the balance of Rs 1.65 crore should 
be available in the Scheme account at the end of April 2000 after exc luding 
the expenditure of Rs 1.30 lakh spent on A&OE. However, the balance 
available in the Scheme account was only Rs 0.89 crore, indicating that Rs 
0. 76 crore was diverted by the Corporation. 
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(ii) As per the guidelines, not more than 5 per cent of the tota l funds 
allocated to the State can be util ised for A&OE. Government, while 
sanctioning the continuance of the posts created under erstwhile urban poverty 
alleviati on programmes and SJSRY. ordered (May 1998) the C MA to remit 
5 per cent of the funds given for SJSRY to Government towards A&OE. 
Total fu nds received fo r SJSRY for 1998-99 was Rs 19.33 crore. CMA 
remitted Rs 96.63 lakh to Government account towards A&OE for the year 
1998-99. However, the actual expenditure incurred on A&OE worked out to 
Rs 48.04 lakh only as per the accounts. The excess remittance of Rs 48.59 
lakh made into Government account amoun ted to di version of funds from the 
scheme. 

(iii) Pollachi Munic ipa lity di verted Rs 9.90 lakh and Rs 8.50 lakh in 
December 1998 and March 2000 from UEGP funds to Post Office Savings 
Bank account for 19 to 39 days to achieve the targets fi xed under Small 
Savings Programme as per the instructions of District Col lector. 

6. / .6.3 Non-trans.fer of interest amount to scheme funds 

The amount of interest earned on deposits of NRY funds with various banks 
by the Chennai Corporation during the period 1992-93 to 1999-2000 worked 
out to Rs 41.47 lakh . This amount was not refunded to CMA, whi le working 
out the unutili sed funds under the old schemes for transfer to the new scheme 
SJSRY in December 1997. 

6./.6.4 l oss of In terest 

( i) The loss of interest to scheme account due to not crediting back the 
maturity value o f the Fixed Deposits (FDs) as discussed in paragraphs 6.1.6.2 
( i) (b) worked out to Rs 15.27 lakh. 

( ii) Rupees 27.47 lakh, being the amount of interest that could have 
accrued on the unutilised amount of Rs 2.28 crore retained by TUFIDCO from 
October 1996 to December 1999 was not remitted to Govern ment account. 
TUF IDCO stated (A ugust 2000) that the subsidy amount did not earn any 
interest as the same was temporari ly diverted by them for paying back the loan 
dues to HUDCO because of poor collection fro m the beneficiary 
Munic ipalities. 

6.1. 7 Other points of interest 

(a) Though separate cash books for the schemes were required to be 
maintained, 92 out of 130 ULBs in the sample did not maintain separate cash 
books with the result Audit could not ensure the correctness of fi nancial 
fi gures given by them. 

(b) "Asset Register", which was required to be maintained w ith all the 
parti culars of the assets created under various Urban Employment Generation 
Schemes, had not been maintained by 32 out of 130 ULBs. 
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6.1.8 Misreporti1tg of expenditure to GO/ 

Two instances of misreporting noticed during test-check are given below: 

(i) Utilisation Certificate was furnished (May 1997 and July 1998) by the 
Corporation of Chennai to GOI for Rs 2.26 crore for the expenditure incurred 
by them under N RY against the GO! share for the period 1989-98. However, 
Corporation informed (March 2000) Audit that expenditure on NRY was only 
Rs 1.48 crore. 

(ii) Despite the availability of NRY funds to the tune of Rs 23.20 lakh in 
the bank account of the DUDA, Villupuram, the CMA misreported that the 
entire amount of Rs 50.91 lakh released for NRY during February 1995 to 
April 1997 had been uti li sed. 

6. J. 9 Programme Monitoring a1td Evaluation 

6.1.9.1 Non-functioning of State Urban Development Agency 

A State Urban Development Agency was fom1ed on 24 September 1996 fo r 
monitoring the schemes implemented under NRY with the Secretary, 
MA WSD as Chairman and 17 other members from various departments, bank 
officials and the C hairmen of ULBs who were directly involved in the 
implementation of the scheme. Although the bye-laws of the agency were 
approved by Government in September 1998, the Agency was not made 
functiona l as o f July 2000, thereby defeating the purpose for wh ich it was 
fom1ed. 

6.1.9.2 Non-formation of Urban Poverty Eradication Cell 

The programmes PMIUPEP and SJSRY envisaged the formation of Urban 
Poverty E radication Cell at town level to guide and mon itor the work of 
Communi ty Development Societies. However 111 out of 114 Town 
Panchayats covered by test-check did not fom1 the Urban Poverty Eradication 
Cell in their towns though the SJSR Y was implemented by them from 1998-
99. 

6.1 .9.3 Non-submission of progress reports 

Monthly and q uarterly reports on the progress of expenditure under different 
components of NRY were required to be sent by CMA to GOl. However a 
perusal of the concerned records in the office of CMA revealed that (i) six 
quarterl y reports of NRY for the peri od March 1996 to June 1997 and 16 
monthly repotts for the same period were sent to GOI on ly in September 1997 
by CMA, (ii) 4 out of 10 quarterly repo1ts of SJSRY during March 1998 to 
June 2000 were not sent by the due date, indicating poor monitoring. 
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6.1.9.4 Absence of fo llow-up action 

No follow-up acti on was taken by the executing agencies to ascertain the 
improvement in quality of life and income level of the beneficiaries. They did 
not maintain any records to indicate the level of income of beneficiaries 
assisted under the programme for setting up micro-enterprises or to show the 
income generated by the benefi ciaries engaged in wage employment. In the 
absence of any recorded evidence, the extent to which the Urban Employment 
Generation Programme helped the urban poor to cross the poverty line could 
not be ascertained. 

6. 1.9.5 Evaluation 

No evaluation of any of the UEGP was done either by any Government 
department/agency or by any external agency during the period of review. 

6.1.10 Recommendations 

Records to indicate the extent of assistance given to the beneficiaries under 
UEGP and the level of income earned by the beneficiaries from self
employment venture or on wage employment should be maintained to 
ascertain the improvement in quality of life. 

Clear instructions should be issued for the accounting and utilisation of 
interest earned on the deposits of scheme funds maintained by various 
implementing/nodal agencies, under respective schemes. 

Funds available should be utilised fully for employment generation, by 
effective coordination with banks and ensuring formation of Urban Poverty 
Eradication Cells in Town Panchayats. 
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6.2 Financial Management in Tamil Nadu \Vater Supply and 
Drainage Board , 
(Municipal Administration and Water Supply Department) 
(Tamil Nadu Water Supply and Drainage Board) 

Summary Highlights 

Tire Tamil Nadu Water Supply and Drai11age Board executes water supply 
and dr.ainage schemes 011 behalf of local bodies. Funding is mainly through 
Govemme11t gra11ts a11d loans from Govemme11t and financial institutions. 
Tire Board had a very defective budgeti11g system and its budget was 
u11realistic; fu11ds were drawn far in advance/ without requireme11t and 
thereby the Board eamed u11i11te11ded interest benefit at tire cost of local 
bodies. There was large scale diversion of ftmds and works expenditure was 
inflated to earn revenue for the Board. The accounts lacked transparency; 
ill a nutshell, the Board mismanaged the funds to survive. Some significant 
findings are given below. 

The Board had not kept scheme-wise liability in respect of deposits 
received for execution of works and showed less liability in the accounts to 
the extent of Rs 5.50 crore. 

(Paragraph 6.2.4) 

While preparing the Budget, the estimates for expenditure were 
prepared based on the anticipated receipts without any reference to the 
estimated cost of works and the balance of funds available with the 
Board, rendering the budget unrealistic. 

(Paragraph 6.2.5) 

The Board drew loan of Rs 48.64 crore far in advance of 
requirement and in excess of requirement resulting in unnecessary 
financial burden of Rs 7.58 crore by way of payment of interest to 
Government and to local bodies. 

(Paragraph 6.2.6) 

The Board had no control over expenditure as funds were released 
based on projections according to progress of work. The expenditure 
under each unit of appropriation had no relation to the receipts and 
budget provision. 

(Paragraph 6.2.8) 

The Board pooled all resources and incurred expenditure without 
any relevance to the purpose for which the deposits were received. 

(Paragraph 6.2.9(i)) 

Abbreviations used in this review are listed in the Glossary in Appendix XL VII 
(Page 276). 

154 



2-24-28 

Chapter VI - Financial Assistance to Local Bodies and Others 

By inflating the works expenditure, the Board earned unintended 
benefit of Rs 20.58 crore. 

(Paragraph 6.2.9 (ii) (b) and (c)) 

Utilisation certificates were furnished for amounts which had no 
relation to the actual expenditure incurred. 

(Paragraph 6.2.10) 

The Board charged 8.5 per cent interest on expenditure in excess of 
deposits received from local bodies but paid only 2.5 per cent interest 
when deposit was in excess of expenditure, resulting in a net interest gain 
of Rs 24.60 crore at the cost of local bodies. 

(Paragraph 6.2.12) 

6.2. 1 Introduction 

The Tamil Nadu Water Supply and Drainage Board constituted under an Act 
of Legislature in 197 1, executes mainly projects of drinking water and 
drainage fac ilities for the entire State except Chennai Metropolitan area. For 
this purpose, the Board receives grants from both Government of Tamil Nadu 
(GTN) and Government of India (GOI), loans from GTN, Life Insurance 
Corporation of India (LIC), Housing and Urban Development Corporation 
Limited (HUDCO) etc., and deposits from local bodies. On completion of 
schemes, the assets created are to be handed over to the respective local bodies 
for maintenance. The Board also executes maintenance schemes incidenta l to 
water supply and drainage, like testing of water, purification of water, research 
activi ties etc. In addition, the Board maintains certain Water Supply Schemes 
(WSS). The Board collects centage charges for meeting the establishment 
expenditure and also rea lises revenue by way of interest on investments, hire 
charges for plant and machinery. The Board's accounts are maintained on 
commercia l basis. 

6.2.2 Organisational set up 

The Board ' s activities are guided and monitored by the Board of Directors 
consisting of officers of the GTN. The Managing Director is the executi ve 
head of the Board and is assisted .by Finance Director, Chief Accounts Officer 
and Chief Audit Officer on the Finance and Accounts side and 4 Chief 
Engineers, 17 Superintending Engineers and 86 Divisiona l Engineers on the 
execution side. 

6.2.3 Audit Coverage 

The management of finances by the Board with specific reference to 
preparation of budget, custody and release of funds and util isation of funds for 
the intended purposes for the period from l 994-95 to 1998-99 was reviewed at 
the Board 's office, two regional Chief Engineers' Offices, 20 Divis ions of the 
Board and at the Municipal Administration and Water Supply Department at 
Secretariat during February to Apri l 2000. The results of the review are 
di scussed in succeeding paragraphs. 
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6.2.4 Financial Performance 

The funds rece ived from various sources and the expenditure incurred during 
1994-99 are as under: 

(Rupees in crorc) 

Funds received Expenditure 

Year 
Deposit From GTN Total Deposit Repayment Total 
works for works of loans 

Repayment 
of loans 

1994-95 26 1.98 44.19 306. 17 181.39 44. 19 225.58 

1995-96 209.44 48.43 257.87 190.01 48.43 238.44 

1996-97 366.58 54.94 421.52 284.82 54.94 339.76 

1997-98 3 15. 18 60.67 375.85 448.95 60.67 509.62 

1998-99 492.13 7 1.70 563.83 487.98 71.70 559.68 

Total '1645.31 279.93 1925.24 1593.15 279.93 1873.08 

The objective-wise (Rural , Urban, Maintenance and Other deposits) receipt 
and expenditure for Deposit Works are given in Appendix XXXVIIL It was 
seen that the balance amount under deposits received for executing works as 
of March 1999 should be Rs 119. 79 crore taking into account the balance of 
Rs 67.63 crore available at the beginning of 1994-95. However, the liability on 
this account at the end of 1998-99 was shown in the accounts as Rs 114.29 
crore only. As the Board bad not kept scheme-wise li ability in respect of 
deposits received for works the difference of Rs 5.50 crore could not be 
reconciled. Audit has raised this comment while certifying the Accounts for 
the year 1995-96 and 1998-99. 

Government stated (October 2000) that the difference was due to non
adjustment of Transfer Credit Advices (TCA) by the Divisions and Audit had 
not taken the amount transferred to "Sundry Debtors Works" into account 
while arriving at the balance. However, the balance under TCA was Rs 30.39 
crore and the net amount transferred to "Sundry Debtors Works" during the 
five years was Rs 9.83 crore and there was still a difference of Rs 26.06 crore 
required to be reconciled by the Board. 

The income and expenditure account as per the annual accounts of the Board 
revealed that the expenditure incurred during 1994-95, 1996-97 and 1998-99 
was more than the income as shown below: 

(Rupees in crore) 

Year Income Expenditure 
Excess of income over expenditure(+)/ 

Expenditure over income(-) 

1994-95 82 .82 89.10 (-) 6.28 

1995-96 97.38 95.87 (+) 1.51 

1996-97 104.82 108.39 (-) 3.57 

1997-98 157.54 126.80 (+) 30.74 

1998-99 215.36 216.65 (-) 1.29 

More detailed analysis is given under Paragraph 6.2.1 2. 
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6.2.5 Preparation of Budget 

A realistic budget is the main tool for proper management of finance in any 
organisation. According to the Tamil Nadu Water Supply And Drainage Board 
Act, 1970, the Budget Estimates (BE) .for the ensuing financial year should be 
approved by the Board of Directors in the month of Februa.ry each year. 
Budget preparation, as brought out below, lacked in many respects . 

The records relating to the preparation of bt1dget maintained by the Board did 
not reveal the sources of information in its preparation. The Board stated in 
June 2000 that the estimates of receipts were formulated based on the 
communication received from the GTN regarding proposed assistance and the 
anticipated receipts from GOI, LIC and HUDCO. The estima_tes of 
expenditure were prepared based on the anticipated receipts, as budget 
proposals were not received from the Divisions. The Board also stated that the 
same procedure was followed in the preparation of Revised Estimates (RE). 

The method adopted by the Board was contrary to the provisions of Accounts 
Manual. As the manual fixed the last date of receipt of proposals from the 
Divis ions as September each year, the Board had to estimate the expenditure 
and seek Government assistance to implement the pending and new works. 
Similarly, as the Board was aware of the budget provisions made by the GTN 
and GOl at the beginning of the year, the RE could be prepared based on 
deposits on hand at the end of previous year, expenditure incurred and 
proposed expenditure for the remaining period of the year. Actually, the Board 
attempted to prepare such a realistic RE for 1999-2000, but, on the directions 
of the Finance Director, the Budget was prepared as per the old practice. 
Resultantly, improvements in budget preparation and estimation are still a far 
cry. 

The BE, RE and actuals for receipts and expenditure during 1994-99 in respect 
of Rural Water Supply (RWS), Urban, Maintenance and Other deposit works 
are furnished in Appendix XXXIX. It could be seen therefrom that the Board 
proposed to utilise the entire anticipated receipts even in the RE which was 
unrealistic and had no bearing on the actual receipts and expenditure of the 
Board. 

Government stated (October 2000) that the Board would prepare realistic 
budget from RE 2000-2001 and BE 2001-2002. · 

6.2.6 Receipt of funds 

The Board drew the entire allotment of funds provided by GTN, GOI and LIC 
without any programme. Consequently, huge deposit balances were available 
with the Board. The drawal of grants and loans for rural and urban water 
supply and sewerage schemes revealed the following: 

(i) Rural Water Supply schemes 

U C releases loan assistance for RWS based on the plan allocation approved 
by GOI. It was seen that the Board drew the LIC loan without requirement 
during 1998-99 as under: 

(a) The Board drew Rs 40 crore in March 1999, which was offered by LIC 
as additional plan allocation at the fag end of the year. Of this, Rs 27 .20 crore 
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were for execution of I 08 rura l schemes by Special Urban Divis ion, 
Coimbatore . Due to non-completion of preliminary works, the Division could 
spend only Rs 1.55 lakh as of February 2000 resulting in unnecessary interest 
burden of Rs 2.94 crore lo GTN on the above drawal of Rs 27 .20 crore for the 
period from April 1999 lo January 2000 at 13 per cent. The drawal of funds in 
excess of requi rement indicated poor financia l management. 

(b) Out o r Rs 28.59 crore obtained as loan from LI C in January 1999 for 
implementing 756 RWS schemes, the Board decided (February 1999) to 
transfer 426 schemes to Acce lerated Rural Water Supply Programme (ARP) , 
which was funded by GOI. Consequentl y, the loan amount of Rs I l.43 crore 
obtained from LIC for 426 RWS schemes remained unutilised resulting in 
avoidable interest liabil ity or Rs 1.49 crore to GT for the period from 
February 1999 to January 2000. 

Government stated (October 2000) that UC loan had to be drawn fu lly within 
the financial year and due to some unforeseen circumstances loan funds cou ld 
not be utilised fu lly. Jt was further stated that such unnecessary drawal or Joan 
would not arise from 2000-200 1 as Government itse lf proposed to draw the 
loans from LIC directly, and release the money through budget. However, the 
fact remains that the Board drew the loans far in advance of requirement 
thereby creating avoidable interest burden to Government. 

(ii) Urban schemes 

The Urban schemes were implemented mainly by raising Joan on behalf of the 
local bodies and though the repayment of Joan and interest were met by 
Government initially, the amount was also a loan liability to t~e local bodies. 
Hence, drawal of fund s in excess of requirement would result in unnecessary 
financial burden to Government and to the local bodies ultimate ly. In the 
fo llowing cases, the Board drew loans more than the requi rnment. 

(a) In respect of the fo llowing two schemes, the Board drew 
Rs 1.93 crore during 1998-99 from HUDCO even though the first instalment 
of loan drawn from U C in February 1998 and Government grant received in 
October 1998 were not entirel y spent at the time of drawal of loan. 

Name of the 
Scheme 

Gudiyatham 
Water Suppl y 
Scheme (WSS) 

A llapuram 
Thorapadi WSS 

Esti-
mated 
Cost 

41 3.00 

47 1.2 1 

Amount drawn 

LIC Govern-
Loan mcnt 

Grant 

81.00 

38.40 80.60 

Expendi-
turc 

incurred 
up to 

1998-99 

20.87 

12.32 

(Rupees in lakh) 

Loan drawn Expendi-
from HUDCO ture as of 

June 2000 

133.32 62.49 

(February 1999) 

59.38 30.57 

(February 1999) 

The drawa l of Joan in excess of requirement resulted in unnecessary payment 
of interest ( 14.5 per cent) of Rs 37.25 lakh till June 2000 by these two local 
bodies. 

Government replied (October 2000) that the Board drew loan from HUDCO to 
avoid delay in execution of Gudiyatham WSS without funds. As to the other 
scheme, Government attributed the delay to merger of two schemes viz., 
Allapuram and Thorapadi at the time of execution . However, the fact remains 
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that the Board drew loan when they had suffic ient unspent ba lances under the 
schemes. 

(b) In respect of Thenkasi WSS, the Board obta ined Rs 1.64 crore as loan 
from GTN and even before spending 50 per cent of loan amount, the Board 
drew Rs 4.12 crore as loan from HUDCO in February 1999. The expenditure 
as of March 2000 was on ly ·Rs 74.55 lakh. The advance drawal of loan from 
H UDCO resulted in avoidable payment of interest of Rs 64.72 lakh at 14.5 per 
cent for 13 months by the Thenkasi Municipality . 

The reply of the Government that, in order to speed up the execution of the 
work. the loan was drawn from HUDCO was not tena ble s ince there was a 
huge unspent balance of loan obtained from GTN . 

( c) The Board commenced the Kumbakonam WSS by obta ining a loan of 
Rs 1 crore from GTN in February 1997 and completed the scheme at a cost of 
Rs 15.16 crore in January 1999 by utili sing the unspent balances from other 
schemes. The Board obtained a loan of Rs 12.59 crore from HUDCO in 
February 1999 and Rs 6.41 crore from GTN in March 1999 as against the 
expenditure of Rs 15.16 crore for thi s scheme. As there was an excess drawal 
of Joan of Rs 4.84 crore, the Board transferred (May 1999) an amount of 
Rs 2.53 crore out of Rs 12.59 crore received from HUDCO to Mayiladuthurai 
WSS and treated as loan from HUDCO for that scheme. The balance of 
Rs 2.31 crore remained unspent as of February 2000. The excess drawal of 
loan of Rs 2.31 crore from GTN resulted in avoidable payment of interest of 
Rs 30.70 lakh (at 14.5 per cent) for 11 months (February 2000). 

Government stated that the unspent balance would be utilised for providing a 
collector well for which a proposal was rece ived from the Chief Eng ineer. The 
reply was not tenable since the proposa l has been received only during 
September 1999 whereas the loan amount was drawn in March 1999 itself 
proving unwarranted drawal. 

(d) The Salem Sewerage Project commenced in May 1985 with the loan 
assistance of Rs 2. 16 crore from LIC and GTN and contribution of Rs 15 Jakh 
from the Salem Municipality w ithout acqui sition of land for disposal site. The 
Board drew additional loan of Rs 1.65 crore1 from LIC (Rs 0.27 crore) and 
from GTN (Rs 1.38 crorc). The Board stopped the works during 1997-98 after 
incurring total expenditure of Rs 1.76 crore. Though the Salem Municipality 
(now Corporation) decided (June 1998) to execute the work themselves, the 
Board had not handed over the scheme to the Corporation as of February 2000 
for want of completion of joint inspection and finalisation of accounts. The 
Board refunded (November 1999) Rs 2 crore to the Corporation retaining 
Rs 20 Jakh for final settlement of account. The unnecessary drawal of loan of 
Rs 1.65 crore resulted in avoidable liability of interest of 
Rs 1.82 crore upto October 1999 at the rate of 10.25 per cent charged by UC 
to the Corporation whereas Rs 53.62 lakh was credited as interest for utilising 
this fund for other schemes. 

Government accepted the delay in finalisation of disposal site but contended 
that the Board had ilot derived any revenue at the cost of local body. This 
contention was not tenable as the Board paid only 2.5 p er cent interest on the 
unspent amount but realised 8.5 per cent interest from other local bodies for 
utilising the money on other urban schemes. 

During 1988-89 - Rs 1.48 crore and 1989-90 - Rs 0. 17 crore. 
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The imprudent action of the Board in drawing loan more than the requirement 
resu lted in increased financia l burden to the local bodies. They were kept in 
the dark about their increasing liabi lity . Government stated that instruction had 
been issued to draw the loans for the urban schemes only when the work 
orders were issued . 

6.2. 7 Custody of funds 

· According to the orders of GTN, issued in Ju ly I 985, a ll Budget releases of 
grants were to be credited to non-interest bearing Personal Deposit (PD) 
Account and all Budget releases of loans, ways and means advances and 
surplus funds of the Board were to be credited to PD Account bearing interest 
at 5 per cent. In February I 996, GTN ordered that another PD Account 
bearing 9 per cent interest was to be operated for crediting funds received 
directly by the Board from GOI and from other sources including LIC, 
HUDCO, etc. The interest earned on the PD Account was treated as a revenue 
to the Board. The Board maintains Current Account in five2 nationalised banks 
for carrying out its day to day activities and the deposits received by the 
Divisions were also transferred to Board's accounts at Head Office. The 
Divisions maintain one current account for recei ving funds from Head Office 
and another Savings Bank Account for depositing the receipts for eventual 
transfer to Head Office. Divisional Officers were not authorised to utilise the 
receipts for expenditure. 

(i) Operation of PD Accounts 

The total deposits received by way of budgetary release of grants and loans 
and other sources and the amount deposited in the three PD Accounts during 
I 994-99 are as under: 

(Rupees in crore) 

Budget Release PD Account Deposits 

Year Loan Other 
Total Not- 5per 9per Total 

Gr ant from deposits bearing ce11t ce11t 
GTN interest interest interest 

1994-95 159.68 106.27 81.99 347.94 198.52 28.35 Nil 226.87 

1995-96 I 12.49 30.26 175.12 317.87 132. 10 2 1.4 1 66.2 1 219.72 

1996-97 210.16 36.03 175.33 42 1 .52 233.54 3 1.22 135.06 399.82 

I 997-98 143.90 32.56 199.39 375.85 176.66 12.59 177.66 366.9 1 

1998-99 165.19 46.64 352.00 563.83 242.19 NIL 289.55 53 1.74 

Total 791.42 251.76 983.83 2027.01 983.0 1 93.57 668.48 1745.06 

It was observed that the amount remitted in the non-interest bearing PD 
Account was more than the grants received during every year due to 
remittance of a portion of the loan amount received from GTN into non
interest bearing PD Account contrary to Government instructions. The Board 
had not taken any action to correct the misclassifications by the Director of 
Treasuries and Accounts, resulting in loss of revenue by way of interest to the 
Board. 

Government stated that there were no specific orders regarding remittance of 
loans and grants received from sources other than GTN prior to opening of 
special PD Account resulting in higher deposits in non-interest bearing PD 

Bank of India, Canara Bank, Indian Bank. State Bank of India and Union Bank of India. 
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account. This contention was not tenable as there was less depos it in 5 per 
cent interest bearing PD account than the loans from GTN and in the special 
PD account than the deposits received from other sources after February 1996 
indicating misc lassification in all the fi ve years. 

( ii) According to order issued by Government in February 1996, funds 
received from GO! and loans received from other sources such as HUDCO, 
U C, etc., were to be credi ted to the PD Account bearing 9 per cent interest. 
Accordingly, the Board credited the amount received from LIC for 
implementing RWS and Urban Water Supply Schemes to this PD Account. It 
was seen that the loan from LIC for implementing RWS schemes was based 
on the plan allocation to State Government by GOI and the Board acted as the 
nodal agency fo r drawing the loan. GTN re leases grants to the Board for 
repayment of this loan and interest thereon. During 1996-99, GTN released 
grant of Rs 11 5.63 crore towards repayment of loan and interest thereon to 
LIC. Hence, keeping this loan amount in interest bearing PD Account was not 
justifi ed. By fo llowing this practice, GTN meets the interest liabi lity of 13 per 
cent to LIC as well as 9 per cent interest to the Board. Consequently, the 
Board earns interest revenue of 9 per cent without incurring any expenditure 
on principal or interest on these loans. 

Government stated that as per the revi sed procedure, Government itself would 
draw the loan from LIC/HUDCO directly and would re lease it to the Board in 
the form of capital grants from 2000-200 1. However, no justification was 
given by Government for the procedure hitherto fo llowed. 

(iii) GTN pa id interest to the Board on ly upto December 1995. The interest 
amount due to the Board for the period from January 1996 to December 1999 
was Rs 10.39 crore which was claimed by the Board in June 1999 and August 
2000. 

(iv) GO! released Rs 1.45 crore to the Board for purchase of rigs for use in 
1987 drought relief works. The Board, however, purchased the rigs costing 
Rs 1.12 crore during 1988-89 and 1994-95. The unspent balance was retained 
by the Board. When non-utili sation of the rigs for the intended purpose was 
brought out in the Report of the Comptroller and Auditor General of India for 
the year ending March 1990 (Civi l), Government of Tami l Nadu, the 
Committee on Public Undertakings recommended (February 1996) that entire 
amount of Rs 1.45 crore should be refunded to GOI. As of March 2000, the 
Board had not refunded the amount. 

Government stated that the Board had resolved to adjust the unspent balance 
of Rs 32.42 lakh against the share to be met from ARP . .The reply was not 
tenable sincC: the Committee on Public Undertakings recommended to refund 
the entire amount to GOI. 

6.2.8 Release of funds 

The Accounts Manual of the Board provides for appropriation of the approved 
budget provisions under each head of account viz., Rural, Urban, Maintenance, 
etc., and communication of the appropriation to the implementing officers. 
The appropriation may be increased or decreased by the formal order of 
reappropriation. The Divisional Officers were to render month ly expenditure 
statement against the appropriation for each head of account. For incurring 
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expenditure, the Divisional Officers were issued letter of authori ty by which 
they were authorised to draw cheques on the Main Bank at Head Office 
through local branch, cncashablc at par, up to the limit authorised by the 
Board every month . The Board introduced (October 1994) the system of 
release of funds through cheques to the Divisional Officers based on the 
projections received from them according to the progress of work. 

(i) It was seen that the Project Monitoring wing of the Board collected 
details of spi ll over works and new works to be undertaken along with the 
funds requ ired from the Divisions and fi xed physical and fi nancial targets for 
each year du ring the month of July. The financial target widely di ffers from 
the approved budget outlay as revealed under: 

(Rupees in crore) 

Year 
RWS 

Urban 
ARP M NP* LIC Total 

1994-95 Budget 35.00 33.20 23.61 91.81 57.50 
Financial target 40.64 11.78 3 1.28 83.70 34.23 

1995-96 Budget 40.00 33.20 28.00 I 01.20 14 1.87 
Financial target 35 .30 6 1.61 15.40 112 .3 1 46.45 

1996-97 Budget 48.00 35.00 33.33 116.33 288.45 
Financial target 57.52 14.08 40.0 1 111.6 1 62.24 

1997-98 Budget 85.00 80.00 35.00 200.00 12 1.8 1 
Financial target 103.80 64. 10 67.10 235.00 120.95 

1998-99 Budget 11 0.00 11 0.00 53.74 273 .74 8 1.50 
Financial target 111.50 82.5 1 108.00 302.0 1 149.47 

* M inimum Needs Programme 

Thus, the financial targets fi xed by the Board had no correlation with the 
Budget provision. 

(ii) Actual expenditu re in respect of various units of appropriation are 
given in Appendix XXXIX. As funds were released based on the progress of 
work by the Finance Wing, the expenditure was being incurred on the basis of 
availabil ity of funds with the Board by diverting the deposits/loans received 
under one scheme to another. Consequently, the expenditure under each un it 
o f appropriation had no relation to the receipts and budget provisions. Thus, 
the Board had no contro l over expenditure against the Budget outlay. 

Government stated that action would be taken to make specific appropriation 
under each unit of expenditure like ARP, MNP, LIC and Urban with reference 
to receipts from BE 2000-200 I. · 

6.2.9 Utilisation of funds 

The receipt (Deposits) and expenditure under various units of appropriat ion 
during 1994-99 are given in Appendix XXXVJIJ. 

(i) The Board incurred less expenditure than receipts under RWS du ri ng 
l 994-97 and incurred more expenditure than receipts during 1997-99. While 
the expend iture under ma intenance was invariably more than the receipts 
(except 1994-95), the Board incurred less expenditure under 'Other Deposits' 
except in 1995-96 and 1998-99. Thus, there was large scale diversion of funds 
received for one purpose to another. This was main ly due to pooling of funds 
received for various purposes and incurring of expendi ture accord ing to the 
progress of work. The trend of expenditure under various units of 
appropriation may not show real fi nancial position of the Board. 
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Government stated that in order to avoid diversion of funds, it was proposed to 
open separate PD Accounts for RWS, Urban and Administrative expenses. 

(ii) The Tamil Nadu Water Supply and Drainage Board Act, 1970 provides 
for collection of centage charges by the Board at prescribed rates to cover the 
cost of establishment actually incurred on the execution of work/scheme. The 
centage charges were fixed at 18.5 per cent from 1991-92 with the approval of 
the Government. The centage charges was to cover establishment employed in 
the divis ions, circles, regions and Head Office, pension and gratuity, audit and 
accounts and training. In respect of urban works, the Board charged 
8.5 per cent interest on the excess expenditure incurred over deposits in 
respect of each scheme and paid interest at 2.5 per cent on the unutilised 
deposits under the scheme. Thus, the revenue of the Board included centage 
charges and interest on excess expenditure over deposits. The following 
observations are made: 

(a) The Board charged centage for all works except for works executed 
under Anna Marumalarchi Thittam, a State Plan Scheme and Members of 
Parliament Local Area Development Scheme, a Centrally Sponsored Scheme, 
as these two schemes did not provide for charging of centage. Though the 
Centrally sponsored ARP did not allow charging of centage from January 
1995, the Board charged 18.5 per cent centage for this scheme also. When the 
excess charging of centage of Rs 11.44 crore under this scheme was pointed 
out by Audit in Para 6.6.9 of the Report of the Comptroller and Auditor 
General of India (Union - Civil) for the year ended March 1997 (No.3 of 
1998), the GOI proposed to disallow the excess ·centage charged by the Board 
against the allotment for 1998-99. Consequently, the Board decided not to 
charge any centage on ARP schemes but to book the centage related to thjs 
scheme under State Government grant for MNP. Similarly, as the Centrally 
sponsored scheme of 'National River Action Plan ' allowed centage of 8 per 
cent only, the Board booked the excess 10.5 per cent centage relating to this 
work under MNP during 1998-99. As MNP funds are provided for 
implementing specific schemes under RWS, booking of centage charges 
relating to other schemes amounting to Rs 23.43 crore under this scheme was 
irregular. The Board had not brought this to the notice of GTN. 

It was stated by the Board that it was not having any funds of its own and 
difference in centage has to be compensated by the Government. As 
Government was not giving any financial assistance, the Board charged 
centage on MNP funds. However, there was no order of Government to follow 
this procedure. 

(b) Though the centage charges covers establishment employed on 
execution which included staff deployed for maintaining stores, the Board 
charges storage in addition to the centage charges to the works thereby 
inflating the works expenditure. This resulted in an unintended benefit of 
Rs 18.10 crore to the Board during 1994-99. 

Government replied that in Public Works Department and other departments, 
·the expenditure on section stores were charged to works accounts only. The 
reply was not tenable since the centage charged by the Board cover the 
establishment expenditure of the Division as a whole including the stores sub
division and charging of storage separately was not in order. 
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(c) The Board worked out the hire charges of vehicles taking into account 
the salary of driver, propulsion charges, depreciation, interest, repairs, etc. As 
the drivers ' salary was included in the centage charges, inclusion of thi s item 
for working out the hire charges of vehicles which was charged to works 
expenditure was irregular. The proportion of drivers ' salary in the hire charges 
of vehicles worked out to 8.5 per cent (approximately). Irregular inclusion of 
dri vers' salary in the hire charges for'vehicles resulted in unintended benefit of 
Rs 2.48 crore to the Board during 1995-99. 

Government stated that the drivers' sa lary was included in . the annual 
maintenance estimate of the vehicle only and proportionate cost was debited to 
works expenditure. The reply was not tenable since the drivers ' salary forms 
part of the regular establishment which was covered by centage. Therefore, 
inclusion of the same under works expenditure in addition to centage was not 
in order. 

6.2. 10 Utilisatio11 Certificates 

The Board had given utilisation certificates (UC) in respect of grants received 
from GOI and grants received from GTN (MNP and LIC for Rural Works). 
The year-wise detai ls of grants received, expenditure incurred and UC 
furnished are given below: 

{Rupees in crore) 

1994-95 1995-96 1996-97 1997-98 1998-99 Total 
GOI 
Grants received 38.84 74.63 60.26 58.34 105.28 337.35 
Expenditure 

27.46 40.79 34.33 80.66 154.68 337.92 
incurred 
UC furnished 37.19 38.90 34.28 58.34 13 1.51 300.22 
MNP and LIC 
Grants received 64.72 86. 12 115.31 123.22 230.96 620.33 
Expenditure 

53.02 67.38 104.95 153.36 187.93 566.64 
incurred 
UC furnished 64.72 60.74 64.88 136.41 233.15 559.90 

It could be seen from the above that the Board had given UC for an amount 
different from the expenditure incurred. It was observed from the UC for Rs 
131.51 crore given for 1998-99 under .ARP that the Board had included the 
expenditure of Rs 11 .32 crore incurred on 674 schemes which were not 
approved by Empowered committee. The Board did not give UC in respect of 
other grants received from GTN and GOI. 

Government stated that the details of expenditure furnished by the Board to 
Audit under GOI grant, LIC and MNP were not correct. However, it was seen 
that the UC given varied widely even with reference to total expenditure 
incurred under rural sector given in Appendix X:XXVIII. 

6.2.11 Accou11ti11g 

The Board maintained only a consolidated account of deposits received and 
expenditure incurred in respect of various schemes under broad heads of 
account like ARP, MNP, Urban etc., and hence the scheme-wise receipt, 
expenditure and balance were not compiled. For urban schemes, detai led 
accounts were maintained only in the Divisions. The Annual Accounts of the 
Board indicated the balance amount of deposits received which was arrived at 
based on deposits received and works expenditure incurred under various 
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schemes. In the absence of scheme-wise break-up details for the balance 
amount of deposits available with the Board, the important managerial 
information regarding financial progress of works under various deposit 
schemes was lacking. Consequently, the progress of works under various 
schemes was monitored during review meetings even without this feedback 
details from the Finance Wing. 

The funds drawn from the three PD Accounts are kept in five nationalised 
banks and utilised for implementing the schemes as well as for meeting 
Board 's expenditure. Thus, the scheme funds were mingled with Board's 
funds. 

Government stated that the audit observation has been taken cognisance of by 
the Board and proposals have been sent to Government for opening separate 
PD Accounts for RWS, Urban and Administrative expenditure and on receipt 
of Government order, expenditure would be met separately. Government also 
agreed to monitor programme-wise (for RWS) and scheme-wise (for Urban) 
accounting. 

6.2.12 Financial results of the Board 

The financial results of the Board as revealed from the Income and 
Expenditure Accounts are furnished in Appendix XL. 

(i) Administrative expenses 

The Board could not meet the entire establishment charges out of centage 
earned except in 1997-98. The report of Anna University (March 1996) which 
conducted a research study to reduce Administrative and Supervisory charges 
recommended for providing staff strength, privatisation of certain activities 
and streamlining of reporting system. Based on the study report, the Board 
analysed the work load and work norms in each office in detail and redeployed 
the staff taking into account the increased budget outlays from 1997-98. 
However, the · final decision on staff requirement consequent on the 
introduction of Turn Key System was not taken as of October 2000. 

(il) Interest charges 

For implementing Urban schemes, the Board raises loan on behalf of local 
bodies with LIC, HUDCO and Government at interest rates ranging from 
13 per cent to 14.5 per cent. The money is kept in PD account earning 9 per 
cent interest and if utilised for other schemes, the Board realises an interest of 
8.5 per cent. However, the Board allows to the local bodies only 2.5 per cent 
interest on unutili sed loans kept by them. In addition, the local bodies have to 
meet the loan liabi lity with interest on the amount of repayment of loan to LIC 
etc. Thus, the local bodies have to suffer huge interest liabilities if the loan 
raised by the Board was kept unutilised. Besides, the Board tends to raise 
loans without immediate requirement in order to earn interest income at the 
cost of local bodies. 

During 1994-99, the Board earned Rs 26.65 crore towards interest on excess 
of expenditure over deposit on Urban schemes but paid only 
Rs 2.05 crore for the unutilised fund remaining with the Board on Urban 
schemes. · 

The Board stated that the matter would be referred to Government for taking 
appropriate decision. 
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6.2.13 Suggestions 

The method of budgeting should be revamped so that the 
requirements are projected in a realistic manner. 

Loans should be raised according to necessity, thereby avoiding 
drawal of funds far in advance/without requirement. 

The accounts should be more transparent and should reveal the 
deposit balances under rural (source-wise), urban and other 
deposits (scheme-wise). 

Scheme funds should not be merged with Board's funds. 

As loans were drawn and repaid by the Board on behalf of local 
bodies, the Board should periodically inform the local bodies 
about their liability. 

Local bodies should be paid interest on excess deposits over 
expenditure on par with the rate charged by the Board for 
excess expenditure over deposits. 

The Board accepted the suggestions. 
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6.3 General 

Autonomous bodies and authorities receive substantial financial assistance 
from Government. Government also provides substantial financial assistance 
to other institutions such as those registered under the respective State 
Cooperative Societies Act, Companies Act, etc. , to implement certain 
programmes. The grants are intended essentially for maintenance of 
educational institutions, hospitals, charitable institutions, construction and 
maintenance of schools and hospital buildings, improvement of roads and 
other communication facilities under municipalities and local bodies. 

During 1999-2000, financial assistance of Rs 4220.82 crore was given to 
various autonomous bodies and other institutions broadly grouped as under: 

(Rupees in crorc) 

Ser fa I Name of Institution Amount of assistance paid 
N umber Grant Loan Total 

I Universities and Educational 1528.00 3.33 1531.33 
Institutions 

2 Municipal Corporations and 62.00 50.34 112.34 
Municipalities 

3 Zi lla Parishads and Panchayat 1430 .00 .. 1430.00 
Raj Institutions 

4 Development Agencies 384.00 89.79 473.79 

5 Hospitals and other Charitable 11.52 .. 11.52 
Institutions 

6 Other Institutions 302.36 359.48 66 1.84 

. Total 3717.88 502.94 4220.82 

6.4 Delay in furnishing utilisation certificates 
Financial rules of Government require that, where grants are given for specific 
purposes, certificates of uti lisation 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 un less specified otherwise. 

Of 14,298 utilisation certificates due in respect of grants aggregating 
Rs 643 .23 crore paid during the period from 198 1 and earlier years to March 
1999, only 118 utilisation certificates for Rs 12.02 crore had been furnished by 
30 September 2000 and 14, 180 certificates for an aggregate ammmt of 
Rs 635.38 crore (including Rs 4.17 core relating to the year 1996-97 reported 
during this year) were in arrears. Department-wise break-up of outstanding 
utilisation certificates was as given below : 
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Serial Department Number of Amount 
Number Certificates (Rupees in lakh) 
I. Adi Dravidar and Tribal Welfare 1215 1546. 17 
2. Agriculture 55 4719.41 
3. Animal Husbandry and Fisheries 31 1023.65 
4. Co-operation, Food and Consumer 88 366.74 

Protection 
5. Handlooms, Handicrafts, Texti les 20 256.62 

and Khadi 
6. Health, lndian Medicine and 25 67.86 

Homoeopathy and Family Welfare 
7. Housing and Urban Development 14 119.00 
8. Municipal Administration and 1622 14349.4 1 

Water Supply 
9. Public Works 61 77.45 
10. Revenue 889 322 1.91 
1 I. Rural Development 7 14 3191 8.67 
12. School Education 20 2.91 
13. Social Welfare and Nutri tious Meal 9426 5867 .76 

Programme 
Total 14180 63537.56 

6.5 Delay in submission of accounts 
In order to identify institutions which attract audit under section 14 of the 
Comptroller and Auditor General' s (Duties, Powers and Conditions of 
Service) Act, 1971, Government I Heads of Departments are required to 
furnish to Audit, every year detai led information regarding financial assistance 
given to various institutions, the purpose for which assistance was sanctioned 
and the total expenditure of the institutions. 

Out of 1538 accounts pertaining to 1984-85 to 1998-99 received by Audit 
during 1999-2000, 549 accounts had attracted audit under Section 14 of the 
Act. Of these 313 accounts were audited during the year 1999-2000. 
Information regarding financial assistance given to various Universities, etc., 
and their expenditure for the years 1998-99 and 1999-2000 called for was 
awaited (September 2000) from 19 departments of Government and their 
respective Heads of Department. Some autonomous bodies/Panchayat Unions 
that had received grants exceeding Rs 25 lakh from the following departments 
have not submitted audited accounts to the Accountant General for several 
years. 

SI.No. 

I. 

2. 
3. 
4. 

Name of the Department 

Education, Science and Technology, Educational 
institutions and miscellaneous institutions 
Rural Development 
Municipal Administration and Water supply 
Co-operation 

Year from which 
accounts had not 
been furnished 

1987-88 

1987-88 
1990-9 1 
1996-97 

Particulars regarding Government Companies are featured in the Report of the 
Comptro ller and Auditor General of India (Commercial), Government of 
Tamil Nadu every year. 
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6.6 Entr ustment of audit by the Government 
Audit of accounts of the bodies mentioned in the Appendix XLI has been 
entrusted to the Comptroller and Auditor General of India by the State 
Government. 

6. 7 Audit arrangement 
Primary audit of local bodies, educational institutions and others is conducted 
as detailed below. 

SJ.No. Name of the Institution Audit conducted by 
I. Panchayati Raj Institutions Director of Local Fund Audi t 
2. Educational Institutions 

a) Schools Internal audit of the Directorate of 
School Education 

b) Colleges Internal audit of the Directorate o f 
Collegiate Education 

c) Polytechnics Chief Internal Auditor and Statutory 
Boards Audit 

d) Universities Director of Local Fund Audi t 
3. Cooperative Institutions Director o f Audit of Co-operative 

Societies 
4. Miscellaneous Institutions Chartered Accountants 

The audit observations in respect of fhese are given in the following 
paragraphs. 

HOUSING AND URBAN DEVELOPMENT AND REVENUE 
DEPARTMENTS 

CHENNAI METROPOLITAN DEVELOPMENT 
AUTHORITY 

6.8 Delay in acquisition of land for Land Assembly and 
Development Scheme 

Improper selection of site for Land Assembly and Development Scheme 
resulted in the scheme not taking off even after 9 years since its approval, 
besides unfruitful expenditure of Rs 2.04 crore including Rs 1.51 crore on 
administrative cost. 
Government approved (June 1990) the proposal of Chennai Metropolitan 
Development Authority (CMDA) for Land Assembly and Development 
Scheme (LADS) a long the Northern segment of inner ring road to meet 
Thiruvottiyur-Ponneri-Panjatti to prevent speculative exploitation of land 
adjoining the inner ring road by land developers, to promote development of 
both sides of inner ring road and to meet the growing demand for housing and 
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other urban commercial requirement, at a total cost of Rs 2 crore (Rs 0.30 
crore administrative cost and Rs l.70 crore compensation towards acquisition 
of land). The scheme was to be completed during 1992-1 997. 

It was decided to acquire 69.64 hectares along the northern segment of inner 
ring road. CMDA deposited Rs 86.31 lak:h in March 1992 and August 1997 
towards cost of 18.02 hectares of land, but only 8.59 hectares of land (cost: 
Rs 53 .25 l_ak:h) had been taken possession as of April 2000 as indicated below. 

Extent of land in Hectares 

Phase 
Land For which For which award passed Taken 

Identified notification possession Area Month 
issued 

I 12.23 12.23 8.25 September 3.27 
1993 and 
April 1994 

II 11.57 11.57 .. .. .. 
III 45.84 5.79 5.79 June 1997 5.32 

69.64 29.59 14.04 8.59 

It was observed that notification had not been issued for 40.05 hectares as it 
included wet lands which required inevitability certificate from the District 
Collector. CMDA informed Audit (May 2000) that 3.27 ha of the land taken 
possession till March 2000 (Cost: Rs 8.86 lakh) were scattered and hence no 
development scheme could be drawn up and implemented. CMDA also stated 
that private participation in development of lands on both sides of Inner Ring 
Road was being studied. 

Thus, improper selection of site by CMDA, involving huge extent of wet 
lands, resulted in the scheme not taking off even after nine years since 
Government approval and non-achievement of the envisaged objectives, 
besides an idle investment of Rs 53.25 lal<J1 in acquiring 8.59 ha of land. Also, 
an amount of Rs 1.5 1 crore incurred 5y CMDA towards cost of personnel 
during 1991-2000, against the original sanction of Rs 0.30 crore, remained 
largely unfruitful. 

The matter was referred to Government in May 2000; reply had not been 
received (February 2001 ). 

HOUSING AND URBAN DEVELOPMENT DEPARTMENT 

TAMIL NADU HOUSING BOARD 

6.9 Blocking of funds on houses constructed under Small and 
Medium Towns Scheme 

Failure to assess demand for the houses before commencement of 
construction and wrong selection of sites resulted in non-allotment of 1206 
out of 2120 houses constructed under Small and Medium Towns Scheme 
and blocking of Board's funds to the tune of Rs 17.01 crore. 

The scheme of construction of houses for sale to public in small and medium 
towns in 20 districts with basic amenities was launched by Government in 
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October 1989. The scheme was to be implemented by Tamil Nadu Housing 
Board (Board) and Tamil Nadu Co-operative Housing Federation. The Board 
implemented the scheme with financial assistance mainly from Housing and 
Urban Development Corporation Limited (HUDCO) and other financial 
institutions. 

Test-check conducted during February-March 2000 in respect of the nine 
schemes3 executed by six divisionsb of the Board revealed the following. 

The Board completed the construction of 2120 houses in the nine schemes 
between October 1994 and March 1997 at a cost of Rs 27 .65 crore by 
borrowing Rs 13.93 crore from HUDCO and other financial institutions. As of 
December 1999, 1206 houses constructed at a cost of Rs 17 .0 I crore remained 
unallotted. The details of construction and the reasons for non-allotment are 
indicated in Appendix XLII. The poor demand was mainly attributed to 
locational disadvantage, high cost and lack of facilities. 

The following failures of the Board contributed to the non-allotment of 
houses. 

(i) The Board, in February 1990, gave general directions that the demand 
assessment should be conducted before the commencement of the actual 
construction at a particular location so that the houses constructed were not 
kept vacant for want of demand. The Board conducted (March 1990) the 
demand survey mentioning the tentative cost of the houses without indicating 
the exact location. Subsequently by the time of land acquisition and issue of 
administrative sanction to these works (October 1991 to December 1994) the 
anticipated cost of the schemes escalated on an average from 203 to 247 per 
cent of the advertised cost. Executive Engineers (EE) of the Board failed to 
conduct the demand assessment mentioning the cost as per administrative 
sanction and the actual location of the houses as directed by the Board in 
February 1990. Consequently, there was no demand for 57 per cent of houses 
due to escalation in the cost and location of these houses being away from the 
towns and other problems mentioned in Appendix XLII. 

(ii) In order to meet the working capital required for the scheme, it was 
decided (July 1991) by the Board that as soon as the tenders were finalised, 
lots should be drawn and provisional allotment made indicating the selling 
price and initial deposit of 30 to 40 per cent of the selling price should be 
collected from the allottees. Though all the nine schemes were sanctioned 
after this decision, the EEs of the executing divisions failed to follow this 
procedure. If such deposits had been taken from the persons who had 
responded to the demand assessment made in March 1990, there would not 
have been large scale withdrawal after the completion of the houses. 

(iii) In respect of Udumalpet scheme, the Board identified temple land 
within Udumalpet town which was offered at a cost of Rs 2 lakh per acre in 
December 1990. Government also instructed in January 1991 to purchase the 
temple land after negotiation. As the land cost was considered very high, the 
EE, Special Division II, Coimbatore purchased (December 1991) 20.57 acres 
of land at a cost of Rs 18.51 lakh in a village which was 6 km away from town 
without adequate transport facilities. Consequently, 311 out of 316 houses 

b 

Chengam, Madhuranthagam, Palladam, Rajapalayam, Sankaraperi, Srivilliputhur, 
Thirumangalam, Udumalpet and Virudhachalam. 
Korattur Division, Special Division II - Coimbatore, Special Division (Ellis Nagar) 
Madurai, Tirunelveli Housing Unit, Thiruvannamalai Housing Unit and Villupuram 
Housing Unit. 
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constructed in this scheme remained unallotted as the area was surrounded by 
agricultural land and there were no facilities like transport, school, shops, etc. 

(iv) Due to delay in taking up and completion of the projects, the sale price 
of the houses fixed were much higher (238 to 367 per cent) than the tentative 
cost fixed while assessing the demand. The pricing policy adopted by the 
Board also did not provide for comparison of selling price with the prevailing 
market rate. Consequently, the persons who had responded to the demand 
assessment did not come forward to take up the allotment due to high cost of 
houses. 

(v) There was a delay of 3 to 14 months from the proposed date of 
completion as per the selling price statement and the actual date of 
completion. The Board further increased the selling price by capitalising 
int_erest during this period. 

(v i) The pricing policy provided for capitalisation of interest after the 
project period by adding interest on the selling price at regular intervals in 
respect of the unalloted houses. The capitalised value of the 1206 houses 
unalloted therefore rose to Rs 26.5 1 crore as of December 1999. Hence the 
prospect of allotment of these houses remained bleak. 

It was seen from the foregoing, that the primary factors like location and cost 
of the houses were not given due consideration by the Board. Further, the 
pricing policy of the Board also contributed to the high cost resulting in poor 
demand from public. Thus, the Board's funds to the tune of Rs 17.01 crore 
remained blocked for more than two years. 

When the matter was reported to Government in June 2000, Government 
stated (October 2000) that acquisition of land through Land Acquisition Act 
and administrative procedures were time consuming and there was a time gap 
of 2 to 3 years between demand assessment and the actual completion which 
led to the poor demand. It was also stated that out of 77 schemes implemented, 
the Board could sell most of the houses and realise the investment except in 
the nine places objected to by audit. The reply was not tenable since the cost 
of the houses escalated on an average from 203 to 247 per cent of the 
advertised cost even at the time of administrative sanction and there was a 
clear failure on the part of the Board in not reassessing the demand before 
commencement of construction. As regards the claim of good sale of houses 
in other schemes executed, it was noticed that in sixteen more schemes, 825 
houses valuing Rs 24.89 crore remained unallotted as of September 2000. 

6.10 Non-allotment of shops due to high sale price compared to 
market rate 

Injudicious fixing of sale price of shops resulted in the non-allotment of 39 
shops and non-realisation of revenue of Rs 7 crore. Besides, wasteful 
expenditure of Rs 53 lakh was incurred due to withdrawal of the air 
conditioning facility. 

The Tamil Nadu Housing Board (Board) constructed in December 1997 a 
four-storeyed commercial-cum-residential complex at Luz Comer, Mylapore 
in Chennai (cost: Rs 14.67 crore) which included 49 shops with centralised 
Air Conditioning (AC) and 144 residt.Wltial flats. The Board sold the fl ats but 
could not sell the shops due to higher cost (Rs 3700 per Square foot (sq.ft.) 
fixed in March 1996 increased to Rs 5200 per sq .ft. by December 1998) and 
non-preference for AC on account of high maintenance cost of Rs 5100 to 
Rs 24750 per shop per month. The Board disconnected (February 1999) the 
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AC and fixed (September 1999) the price of shops at Rs 3000 per sq.ft. Even 
after this there was no demand. The Executive Engineer, . Tower Block 
Division attributed (May 2000) the poor demand to high cost and non 
availability of proper approach to the shops which were built 200 metres away 
from the main road. As of February 2000, 39 shops measuring 38870 sq.ft. 
were lying vacant. 

In this connection, the following observations are made: 

(a) According to the pricing policy adopted by the Board, the price of 
shops was to be fixed taking into account land cost, development cost, 
construction cost, interest on investment for half of the project period, 
collection charges and profit. After completion of the project, interest was 
added at regular intervals till the date of sale. Thus, the pricing policy, instead 
of considering the actual interest on investment provides scope for 
capitalisation of interest arbitrarily during the project period as well as on 
selling price after the project period. The pricing policy also did not provide 
for comparing the price with market rate. 

(i) The Board inflated the land cost as well as the construction cost and 
capitalised the interest on investment to fix the sale price at Rs 3700 per Sq.ft 
as of September 1996. Even by adopting the method prescribed for 
capitalisation of interest in the pricing policy, the price of the shops based on 
actual land and construction cost worked out to Rs 1800 per Sq.ft (vide 
Appendix XLIII) only. After fixing the price at an abnormally higher rate, the 
Board, without ascertaining the prevailing market rate, attempted to sell the 
shops at a price much higher than the market rate, resulting in poor demand. 

(ii) Inspite of poor demand, the Board increased the selling price at regular 
intervals by adding interest to the selling price and the price reached an 
abnormally high rate of Rs 5200 per sq.ft. by December 1998. Even after 
di sconnection of the AC, the Board fixed the selling price at Rs 3750 per sq. ft 
which was much higher than the market rate which ranged between Rs 2500 
and Rs 3000 per sq.ft only. Even when the Board reduced the selling price to 
Rs 3000 in September 1999, there was no demand. 

Thus, the pricing policy of the Board adopted without any comparison with 
the market rate was the main cause for non-realisation of the revenue of 
Rs 7 crore in respect of 38870 sq.ft area at Rs 1800 per sq.ft for the period 
from April 1996 to March 2000. 

(b) The Board originally earmarked the ground floor for office complex. 
Anticipating poor demand for office complex and considering the location of 
the project in the heart of the city and to attract good buyers, the Board 
decided to convert it into a shopping complex with centralised AC facility. 
While taking the decision, the Board neither assessed the demand for office 
complex and shopping complex nor .considered the location of construction 
which was not on the main road and the huge maintenance cost of centralised 
AC. Consequently, the Board had to disconnect the AC and the High Tension 
(HT) power supply and assessed that material worth of Rs 1.02 crore alone 
would be retrieved as against the expenditure Rs 1.55 crore on provision of 
AC and HT power supply and its maintena'1ce. As of August 2000, the Board 
had not dismantled the AC system as no a ,Pmative proposal for its utilisation 
was approved. The decision to provide centralised AC resulted in a wasteful 
expenditure of Rs 53 lakb. 

The matter was referred to Government in May 2000; reply had not been 
received (February 2001). 
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6.11 Unintended benefit to a private agency 

In order to avail World Bank loan the Board deposited Rs 90 lakh with a 
private agency for providing water supply resulting in unintended benefit 
of Rs 13.50 lakh by way of interest. 
In order to benefit the labour population of the industrial town of Tiruppur in 
Coimbatore District, the Tamil Nadu Housing 'Board (Board) implemented the 
Sites and Services Scheme in Mudalipalayam at Tiruppur at an estimated cost 
of Rs 40.53 crore under Tamil Nadu Urban Development Project (TNUDP}, a 
World Bank-assisted project. The scheme, among other things, envisaged 
water supply of 49 lakh litres per day to the allottees . 

The Executive Engineer, TNUDP Division, Coimbatore (EE) proposed to 
provide 20 lakh litres per day directly and approached (February and May 
1996) New Tiruppur Area Development Corporation Limited, a private 
agency in charge of providing all infrastructural facilities to Tiruppur Town, 
for the remaining 30 lakh litres of water. The private agency agreed (June 
1996) for the water supply, provided the Board met the capital cost of the 
pipeline and paid for the water supply at commercial rates. While the matter 
was being examined, the EE of the Board paid (August 1997) Rs 90 lakh to 
the private agency towards the capital cost without entering into any 
agreement and without seeking Government approval for making advance 
payment to a private agency. This was done to avail the World Bank loan 
under TNUDP, which came to a close in September 1997. 

As the agency had not commenced work on their water supply project , the EE 
requested (April 1998) for the refund and the agency refunded Rs 90 lakh in 
December 1998. Thus, due to this irresponsible and unauthorised action, the 
EE extended an undue financial benefit of Rs 13.50 lakh (at the interest rate of 
12 per cent per annum charged by Government for the World Bank Project) to 
the private agency which kept the advance of Rs 90 lakh for a period of 15 
months. Besides, the Board incurred wasteful expenditure of Rs 13.50 lakh 
towards payment of interest to Government on Rs 90 lakh loan taken, which 
was not utilised. 

The matter was referred to Government in April 2000; reply had not been 
received (February 2001 ). 

TAMIL NADU SLUM CLEARANCE BOARD 

6.12 Loss to the Board due to poor planning 

In order to compensate the loss incurred on construction of slum 
tenements, the Board took up the constn~ction of MIG flats at Andipatti 
in Salem District without assessing viability of the scheme, resulting in 
estimated loss of Rs 3.61 crore. 

Government, in February 1993, permitted the Tamil Nadu Slum Clearance 
Board (Board) to take up Urban Renewal J;>rojects (URP). The project 
envisaged the construction of a mixture of tenements for weaker sections, 
Middle Income Group (MIG) and High Income Group (HIG), 
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housing/commercial complex with loan assistance from housing finance 
institutions, subject to the condition that repayment to housing finance 
institutions should be met from the earnings of the project. Thus, the Board 
was to sell the MIG and HIG houses at market value and the surplus amount 
earned could be utilised for offsetting the loss due to offering houses to 
economically weaker sections at their affordable limit. 

Based on the demand assessment conducted in December 1993 wherein there 
was response from 354 persons for 132 MIG flats at a price of Rs 539 per 
square foot (sq.ft.), the Board in March 1996, approved the construction of 
456 slum tenements and 132 MIG flats at Andipatti in Salem District at a cost 
of Rs 5.42 crore with loan from Housing and Urban Development Corporation 
Limited (HUDCO). While according administrative sanction, Government 
stipulated a condition that the Board should not approach Government for 
grant for the project. 

The Board availed loan of Rs 4.98 crore from HUDCO and constructed 456 
slum tenements at a cost of Rs 2. 71 crore (May 1998) and 132 MIG flats at a 
cost of Rs 2.21 crore (August 1998). The Board allotted all the slum tenements 
on hire purchase basis at Rs 150 per month thereby incurring a loss of 
Rs 3.61 crore. The Board, however, fixed (August 1998) the price of MIG 
flats at Rs 901 per sq.ft without considering the loss on construction of slum 
tenements. As there was poor demand for the MIG flats the Board reduced 
(December 1999) the price to Rs 640 per sq.ft. on no profit - no loss basis 
against ruling market rate of Rs 550 to Rs 575 per Sq.ft. and approved 
(February 2000) the sale of flats under outright sale as well as hire purchase 
basis. As of March 2000, however, 11 MIG flats only were allotted and the 
Board had repaid Rs 1.37 crore towards principal and Rs 2.14 crore towards 
interest from its own funds to HUDCO. 

(i) Audit noticed that the response for the Board ' s assessment for MIG 
flats in December 1993 was based on the price of Rs 539 per sq.ft. As 
Government had not accepted the proposal of the Board to meet the repayment 
of loan and interest from Government grant and the cost of the project had also 
increased subsequently, the Board should have re-calculated the price of MIG 
flats taking into account the loss on slum tenements and compared it with the 
market rate before taking up the construction of MIG flats. 

(ii) The Board also fixed the price of MIG flats in August 1998 at a much 
higher level than the market rate by enhancing the land value based on 
guideline value instead of actual price to be paid to Government for the land. 
Based on actual expenditure, the selling price, even on no profit - no loss 
basis, would be Rs 547 per sq.ft as of August 1998 which itself was more than 
Rs 539 per sq.ft mentioned in demand assessement. When the Board reduced 
the price to Rs 640 per sq.ft after more than a year, the Board considered the 
interest payment made to HUDCO upto December 1999 which resulted in the 
price being still higher than the prevailing market rate. 

Thus, the demand for the flats was poor due to their high price and the Board 
could not even realise the actual cost of construction. The scheme 
implemented under URP was therefore nawed in as much as no proper 
planning and assessment of demand was done. Resultantly, the Board was put 
to an estimated loss of Rs 3.61 crore on construction of slum tenements, to be 
met from its own funds . 

When the matter was referred to Government (May 2000), it stated (July 
2000) that the project was taken up due to overwhelming public response in 
December 1993 and it was expected that the remaining fl ats would be sold out 
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shortly. Government contended that there would not be any loss to the Board 
as repayment of loan in respect of slum tenements would be met from 
budgetary support of Government. The reply was not tenable since the Board 
had not assessed the demand by including the loss on slum tenements in the 
price of MIG flats. Further, the Government had clearly ordered in March 
1996 that the Board should not approach the Government for grant; therefore, 
the contention that repayment of loan in respect of slum tenements would be 
met from the budgetary support of Government was not tenable. 

MUNICIPAL ADMINISTRATION AND WATER SUPPLY 
DEPARTMENT 

6.13 Retention of the recovered loan outside Government 
account 

Tamil Nadu Urban Finance and Infrastructure Development Corporation 
collected Rs 7.60 crore from Municipalities, etc., towards repayment of 
loan and retained it for over 3 years without remittance to Government 
Account. 

The Municipal Administration and Water Supply Department nominated 
Tamil Nadu Urban Finance and Infrastructure Development Corporation 
(TUFIDCO) from l April 1993 for collection of all loans given to 
Municipalities/Township committees and Town Panchayats towards schemes 
for water supply, sanitation etc., and allowed TUFIDCO to retain one per cent 
commission on collections. The amount due to be recovered from above 
bodies as on l April 1993 was Rs 87.75 crore towards principal and Rs 34.70 
crore as overdue interest. 

TUFlDCO started the collection from April 1994, but requested (December 
1994) the Government to sanction the amount collected as grant to TUF1DCO 
to enlarge its equity base. ft also requested the Government to allow it to 
retain the amount already collected and to be collected in future till the receipt 
of final orders from Government. Though the Government did not agree 
(September 1995) to the proposal and insisted on its remittance into 
Government account, TUFJDCO did not comply with Government orders. 
Government finally transferred the maintenance and the monitoring of 
recoveries of Government loans back to the Commissioner of Municipal 
Administration from 1 April 1998. 

• As reported (February 2000) by TUFJDCO, out of Rs 8.60 crore collected 
from 1993-94 to July 1997, TUFTDCO remitted Rs 99.75 lakh to Government 
account during June 1994 to November 1995 and retained the balance of 
Rs 7.60 crore upto December 1997. This was remitted in instalments between 
January and September 1998. Rupees 6.75 crore collected subsequently 
during August 1997 to September 1998 was also remitted late to Government 
during April 1998 and September 1998. 

1993-94: Rs 0.60 lakh; 1994-95: Rs 2.25 crore; 1995-96: Rs 2.40 crore ; 1996-97: 
Rs 3.08 crore; 1997-98: Rs 0.86 crore. 
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The retention of money outside Government account for periods rangi ng from 
one year to three years led to loss of Rs 56.68 lak h to Government by way of 
interest (calculated at 5 per cent per annum). TUFIDCO informed Audit 
(June/August 2000) that the sums coll ected were kept in short term deposits 
and ut ilised for making quarterly loan repayments to HUDCO, for which 
Government of Tamil Nadu was the guarantor. However, no specific orders 
from Government had been obtained by TUFIDCO in thi s regard and they had 
temporarily diverted the sums towards repayment of HUDCO loans. 

The co llections made by TUFIDCO were a lso not substanti al and effecti ve. as 
expected. 

The matter was referred to Government in April 2000; Government genera ll y 
accepted the facts in August 2000. 

CHENNAI METROPOLITAN WATER SUPPLY AND 
SEWERAGE BOARD 

I 

6.14 Collection of revenue at high operational cost 

Without studying the ground realities, the Board entrusted the work of 
collection of revenue to Canara Bank at a high cost of collection. 
Co.nsequently, the Board forfeited Rs 2.07 crore during 1996-2000 as cost 
of collection for collecting revenue of Rs 4. 17 crore. 

Chcnnai Metropolitan Water Supply and Sewerage Board (Board) collected 
the revenue for providing water supply and sewerage services through 
Revenue Collectors and Area cash counters of the Board and fi ve designated 
banks. ln November 1995, Nationa l Productivity Counci l (NPC), engaged to 
suggest ways and means to improve the revenue collection system, 
recommended stoppage of co llection through banks as the unmetered charges 
co ll ected by banks accounted for onl y 5 per cent of total collection. The NPC 
also recommended opening o f cash counters at Depot offices of the Board in 
addition to Area offices for improving the collections. The Board, however, 
decided to undertake the revenue collection from unmetered customers 
through the specified branches of Canara Bank, their main banker, with 
computer network. The Board agreed to the demands of the Canara Bank 
(June 1996) to mai ntai n Rs 4 crore in current account, Rs 1 crore in term 
deposit and to reduce the rent for extension counter from Rs 20,600 to Rs 500 
per month, fo r undertaking the co llection work. 

Canara Bank collected Rs 1.68 crore and Rs 1.04 crore during 1996-97 and 
1997-98 through 26 branches. Because of the poor performance, the Board 
revised the terms of agreement in April 1998 and kept a minimum of 
Rs 2 crore in current account for the service rendered by them. During 1998-
99 and 1999-2000, the Bank collected only Rs 75.96 lakh and Rs 69.23 lakh 
respecti vely, but the Board continued the arrangement. For collec ting 
Rs 4.17 crore during 1996-2000, the Board forfeited revenue of Rs 2.07 crore 
towards loss of interest (Rs 2.02 crore) and loss o f rent (Rs 0.05 crore). 
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The fo llowing observations were made: 

(i) Though the revenue fro m unmetered charges constituted 27 per cent of 
the total revenue, the Board while analysing the cost-benefit in entrusting the 
collection work to the Bank assumed 75 per cent of total collection through 
Bank. Besides, the Board fa iled to consider that on ly 5 per cent of the to tal 
revenue was co llected through I 05 branches of 5 banks ti ll 1995-96 and 
Canara Bank proposed.to collect revenue on ly through 20 to 25 branches. 

(ii) A fter entrusti ng the coll ection work to the Bank, the Board opened 
collection centres at Depot leve l, where collections were made through 
computers and the cost of coll ection worked out to only 6 per cent against 50 
per cent incurred for collection through bank. The Finance Director, while 
assessing the perforn1ance of the Bank, recommended (November 1997) 

. withdrawa l of Rs 4 crore kept in current account and suggested that the Bank 
might be allowed 5 to 10 per cent collection charges. However, the Managing 
Director of the Board accepted the demand of the Bank for keeping Rs 2 cror,e 
in current account from April 1998. 

T hus, the Board had not studied the realities and decided to collec t revenue 
through Canara Bank at a high collecti on cost inspire of the recommendation 
of NPC to stop coll ection through banks. When po inted out, Government 
could not justify the high cost of collection incurred during 1996-98 but stated 
(August 2000) that there was no additional fi nancial commi tment to the Board 
as Rs 2 crore were to be kept in current account to meet the day to day 
activities. The reply was not tenab le as the Board kept on ly a minimum of 
Rs 1 lakh to Rs 54 lakh in the cuITent account during April 1995 to June 1996. 
Further, it became mandatory on the part of the Board to keep a minimum 
balance of Rs 2 crore from 1998-99 in spi te of the downward trend in 
collection through bank. 

6.15 Unnecessary deposit of funds resulting in loss of interest 

Depositing Rs 9.24 crore with Public Works Department even before 
preparation of detailed estimates resulted in loss of in terest of Rs 67.13 
lakh. 

Government accorded (August 1996) administrative approva l for Rs 296 crore 
for augmenting the drinking water needs of Chennai city by constructing an 
Intake Tower at Chembarambakkam tank and treating and conveying the 
water to Porur. The Chennai Metropo litan Water Supply and Sewerage Board 
(Board), the implementing agency, dec ided (May 1997) to entrust the work of 
designing and constructing the Intake Tower to Public Works Department 
(PWD) as deposit work and requested PWD to prepare necessary estimates. 
T he Board entered into an agreement (September 1997) with Housing and 
Urban Development Corporation Limited (HUDCO) for a loan of 
Rs I 00 crore for the proj ect excluding construction of treatment plant. 

In order to avai l the loan during 1997-98, the Chief Engi neer, Water 
Resources Organisation, Chennai Region (CE) fu rnished a preliminary 
estimate . Based on the esti mate, the Board without obtaining Government 
approval for executing the work through PW D, deposited Rs 9.24 crore in 
March 1998 from its own resources. The Board ava iled a loan of Rs 9 crore 
from HUDCO during April 1998 (Rs 5 crore) and April 1999 (Rs 4 crore). 
The technical sanctions for the various estimates were issued only from 
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September 1999. As o f November 1999, tenders for the work had not been 
finalised. The Board paid Rs 1.45 crore as interest to HUDCO from its funds 
upto September 1999. 

Scrutiny of the records of the Board disclosed that the deposit of Rs 9.24 crore 
was paid to PWD far in advance of requirement. The following was observed: 

(i) The Board deposited the amount in March 1998 without any demand 
from PWD. Even the Government approval for entrusting the work to PWD 
was obtained only in November 1998. 

(ii) According to codal provisions, the PWD should receive the gross 
estimated expenditure as advance before incurring any liability on the work. 
Since the technical sanction was issued only in September 1999, the Board 
could have deposited the amount in October 1999. 

(iii) The schedule for drawal of loan from HUDCO was flexible. Hence 
there was no need to draw the loan from HUDCO without any vi sible 
requirement. 

Thus, the Board not only made an unnecessary deposit of Rs 9.24 crore with 
PWD but also made unnecessary drawal of loan of Rs 9 crore. The 
unnecessary deposit to PWD in March 1998 resulted in blocking of Board's 
funds to the extent of Rs 5.69 crore • and loss of interest of Rs 67.13 lakh at 12 
per cent per annum. 

When the matter was referred to Government in April 2000, Government 
stated (September 2000) that the deposit was made fo r completion of work 
expeditiously by PWD. The contention of Government was not tenable as the 
Board obtained orders of Government for entrusting the work to PWD only in 
>Jovember 1998 and approved the detailed estimates for various components 
onl y from June 1999. 

6.16 Extra expenditure due to the in.judicious decision on purchase 
of Cast Iron pipes from firms located outside the State 

The decision to purchase Cast Iron pipes from firms located outside the 
State resulted in payment of additional freight charges of Rs 65.63 lakh. 

Chennai Metropo litan Water Supply and Sewerage Board (Board) purchased 
Cast Iron (Cl) pipes of various diameters required for implementing vari ous 
schemes by calling limited tend~rs from Director General of Supplies and 
Disposals (DGS&D) rate contract holders. The purchases were made ma inly 
from M/s Electrosteel Castings Limited (ECL) which had factories both in 
Calcutta and near Chennai. It was seen that 100 millimeter (mm) diameter C l 
pipes were purchased from ECL, Calcutta as their C hennai fac tory did not 
manufacture C I pipes of this size. 

During June and July 1997, ECL, Calcutta fac tory was closed down. 
Consequently , the supply of I 00 mm pipes was delayed. ECL, Chennai factory 
commenced production of l 00 mm pipes also in August 1997, and the entire 

Rs 4 .24 crore fro m Apri l 1998 to March 1999 and Rs 1.45 crore towards interest for 
the period from Apri l 1998 to September 1999. 
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pending supplies were received by the Board during August to November 
1997. 

On the ground that pendency in supply of l 00 mm pipes was mounting, the 
Board, in Jul y 1997, took a po licy dec ision to expand the prospecti ve suppl ier 
base and place supply orders for Cl pipes of various sizes equally on all firms 
who would parti cipate in the tender, provided the basic rates confo rmed to 
DGS&D rates. The Board, however, dec ided (December 1997) to purchase 
two thirds of the quantity from the lowest tenderer viz. ECL, Chcnnai whose 
rates including freigh t charges worked out cheaper and the remaining one third 
from the tenderers whose rates including freight charges were higher. 
Consequently, the Board had incun-ed ex tra expenditure of Rs 65.63 lakh 
towards freight charges in respect of 23 supply orders placed between 
November 1997 and April 1999. 

The decision to place a porti on of the supply order for Cl pipes even on 
tenderers whose rates including fre ight charges was higher, was not based on 
ground reality as discussed below: 

(i) The Board purchased the ir entire requirement of CI pipes for various 
schemes at the initial stage itself. The Board informed (December 1999) 
Audit that the vendor rating of ECL was satisfactory and their performance 
was also satisfactory till June 1997 except for supply of 100 mm C l pipes. 
Adeq uate stock of I 00 mm pipes was available in the inventory of the Board 
during April 1996 to June 1997 indicating works were not affected for want of 
pipes. To an audit query, the Board could not furn ish the details of work 
affected which led to revision of the purchase pol icy. 

(ii) ln case of delay/non-supply the Board had the option of cancelli ng the 
order and blacklisting the supplier. No such action was taken by the Board. 

When the matter was referred to Government in April 2000, Government 
stated (September 2000) that the decision to increase the supplier base at extra 
cost was taken to overcome the constraint faced due to delay in supply of 
materials by ECL, and to complete the projects iff time. The rep ly was not 
tenable as Government had not furnished the details of works that suffered due 
to delay in supply of materials by ECL. On the contrary, it was verified in 
audit that adequate stock of I 00 mm C I pipes was available in stores during 
the peri od indicating that works had not suffered for want of materials. 

6.17 A voidable expenditure on filling of low lying area with 
borrowed earth 

Filling up the low lying area with borrowed earth in Mylapore-Nandanam 
Water Distribution Station site even thoug" excavated earth from 
Transmission Main work was available at that time, resulted in avoidable 
expenditure of Rs 33.58 lakh. 

Chennai Metropolitan Water Supply and Sewerage Board (Board) sanctioned 
(July 1997) the works of (i) laying Transmission Main (TM) for 6.33 
kilometres (km) from Pallipattu take off point to Mylapore-Nandanam Water 
Distribution Station (Rs 11.72 crorc) and (ii) construction of Water 
Distribution Station (WDS) for Mylapore-Nandanam zone (Rs 23.55 crore), 
under the World Bank-assisted ' Second Chennai Water Supply Project' . The 
works were entrusted to two contractors in November 1997 after calling 
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tenders. While the TM work was commenced in January 1998, the WDS 
work was commenced in June 1998. The works were in progress as of 
December 1999. 

Scrutiny of the estimates for the works di sc losed that while the TM work 
provided for carting away 32,375 cubic metre (cu.m) of excavated earth 
consisting of all so ils except rock requiring blasting etc. to a distance of 5 km. , 
the WDS work provided for site development work which included filling of 
land to make the ground uniform, to prevent surface run off from outside and 
to provide adequate surface draining arrangement. The filling was proposed to 
be executed wi th 19,865 cu.m of sandy soil (40 per cent sand content ) 
including consolidation. Since the filling work was taken up only to level the 
site for WDS. the provision of sandy soil was not necessary and the work 
could have been executed with the earth excavated in the TM work which was 
available within 5 km. 

Records relating to the execution of these works revea led that 27,659 cu.m of 
ea11h was ca11cd away at Rs 50 per cu.m in the TM work, whereas, 
19,283 cu.m of sandy soil was filled up at Rs 180 per cu.m in the WDS work. 
Failure of the Board to utilise 19,283 cu.m of excavated earth for fillin g 
resulted in avoidable expenditure of Rs 33.58 lakh after allowing Rs 5.85 per 
cu.m for consolidation. 

When pointed out, Government stated (August 2000) that utili sation of the 
excavated earth from TM work for WDS work was not contemplated as the 
excavated earth was to be carted away immediately on excavation which was 
done during night and hence synchronising of filling work in WDS and carting 
away excavated earth in TM work was not practicable. The contention of 
Government was not tenable as the excavated earth could have been deposited 
in WDS site and utili sed as and when fillin g up work was executed at that si te. 

6.18 Extra expenditure due to non-adoption of prescribed 
specifications for bedding and backfilling the trenches and 
unnece~sary payment of restoration charges to Highways 
Department . 

Non-adoption of prescribed specifications for bedding and backfilling the 
trenches and avoidable payment of road cut restoration charges to 
Highways Department in the work of laying transmission main from 
Porur to Kathipara junction resulted in extra expenditure of Rs 27.13 
lakh. 

Manual on 'Sewerage and Sewage Treatment' published by Central Public 
Health and Environmental Engineering Organisation and the Code of Practice 
for laying of welded steel pipes fo r water supply published by Indian 
Standards Institution prescribe the design for bedding for laying the pipes and 
backfilling the trenches. According to these designs the thickness for Class B 
granular type of bedding should be 0.25 times the outer diameter of the pipe 
below barrel and 0.50 times the outer diameter of the pipe above that level. 
Where the excavation for laying the pipe is made through pavements other 
than pem1anent construction, the trench should be filled up with excavated 
materials from the level, 30 cm above the top of the pipe. ln addition, the 
service departments have to pay 'Road cut restoration charges' to the local 
bodies/Highways Department for restoring the road to its original condition. 
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Scrutiny of the records of Chennai Metropolitan Waler Supply and Sewerage 
Board (Board) showed the following deviations from the prescribed design in 
laying of transmission main from Porur to Kath ipara junction (6220 metres) 
with 1500 mil li meter diameter Mild Steel pipes resu lting in an extra 
expenditure of Rs 27. 13 lakh. 

( i) The total quantity of granular material required for the work for laying 
Class B type bedding was 19,49 1 cubic meter (cu.m.). The Board used ri ver 
sand for bedding and sea sand for side filling in fi ve other similar works under 
the same project. Adopting this norn1, the requirement of river sand fo r 
bedding (0.41 m depth) and sea sand for side filling upto 30 cm above the pipe 
I ine ( 1.924 m depth) worked out to 5,576 cu.m. and 13,9 15 cu.m. respecti vely 
for this work. The remaining depth was to be backfilled wi th excavated earth 
of 7,083 cu.m. As against this, the Board had used 9,610 cu.m. of river sand 
and 16,966 cu.m. of sea sand and carted away the entire excavated earth of 
40,6 10 cu.m. Non-adoption of the prescribed specifications resulted in an 
extra expenditure of Rs 13.50 lakh. 

(i i) The Board paid Rs 45.34 lakh to the Highways Department as road cut 
restoration charges. The estimates based on which the charges were paid 
disc losed that the Highways Department had charged for gravel and earth 
filling including consolidation for a stretch of 2565 metres where the pipes 
were laid outside the boundary of the road. As this stretch had been fi lled up 
with excavated earth and consolidated by the Board. the payment for this item 
of work amounting to Rs 13.63 lakh to the Highways Department was not 
correct. 

When the matter was referred to Government in April 2000, Government 
stated (June 2000) that the excavated earth was not suitable fo r backfi ll ing as 
it contained small and fa ir sized boulders, murum, stones, etc. Further it could 
not be stacked for refilling since it would hamper the movement of machinery 
and pose traffic hindrance. Government reply was silent about payment of 
road cul restoration charges to Highways Department fo r the portion of the 
work executed outside the boundary of the road. The reply of the Government 
was not tenable as the earthwork excavation was carried out in all types of 
soils like black cotton soil, red earth and ordinary gravel, hard gravelly soils, 
mixture of gravel and soft di sintegrated rock, etc. Fu11her, as the excavation of 
trench was mainly at the extreme end of the berms outside the boundary of the 
road, stacking of 7,083 cu.m out of 40,6 10 cu.m. of excavated earth would not 
hamper movement ofmachinery and traffic as stated by the Government. 

6.19 Avoidable expenditure due to adoption of higher specification 
in the construction of compound wall 

The Board did not adopt economical design based on soil tests for the 
construction of compound wall around Water Distribution Station at 
Choolaimedu resulting in avoidable expenditure of Rs 25.07 lakh. 

A storage reservoir at Choolaimedu, Chennai was constructed in January 2000 
at a cost of Rs 22.52 crore by Chennai Metropol itan Water Supply and 
Sewerage Board (Board). The work inc luded construction of compound wa ll 
at a cost of Rs 54.5 1 lakh on three sides of the Water Distribution Station 
(WDS) with Reinforced Cement Concrete (RCC) raft foundation and RCC 
wall , as designed by M is Kirloskar Consultants Limited in October 1997. 
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It was seen that the soil mechanic who tested the soil recommended 
(July 1996) under-reamed pile foundation for the underground tank proposed 
to be constructed at the site. Further, the existing compound wall on one side 
of the WDS was constructed using Random Rubble (RR) masonry. Hence, the 
Board should have adopted under-reamed pile foundation with RR masonry 
wall for compound wall work. The consultant did not specify any reason for 
adopting the higher specification, which led to an avoidable ex tra expenditu re 
of Rs 25.07 lakh. 

When pointed out, the Superintending Engineer (Construction), Water Supply 
II (SE) stated in March 2000 that the work was executed as per the design 
recommended by the consultant and the compound wall was designed as a 
retaining wall to withstand the earth pressure to be encountered. He justified 
the design for the compound wa ll as a retaining structure stating that the 
Chennai Mofussil Bus Terminus constructed on the eastern side involved huge 
earthwork to a height of more than 2m thereby providing more force on the 
side of the compound wa ll and the RR masonry would not be sui table in a 
situation where earth was to be retained for more than 2m height. Government 
al so stated (August 2000) that RCC wall was constructed based on site 
conditions. 

The reply of the SE and Government for the construction of RCC wal l on the 
eastern side where a Bus Terminus was under construction could be justified. 
The construction of RCC wall on Southern side where there is a link road and 
western side where sewage treatment plant of the Board is si tuated lacked any 
justification. The work, if executed with RR masonry with under-reamed pi le 
foundation on these two sides, would have been completed at a total cost of 
Rs 29.44 lakh. Non-adoption of economical design for a portion of the 
compound wall resulted in an avoidable expenditure of Rs 25 .07 lakh. 

6.20 Extra expenditure on provision of higher specification for 
road works 

Failure of the Board to follow Indian Roads Congress specifications for 
road works executed in Sewage Pumping Stations resulted in extra 
expenditure of Rs 14.40 lakh. 

According to Indian Roads Congress (TRC) specifications, roads with traffic 
intensity upto 150 commercial vehicles per day having laden weight of 3 
tonnes or more should be designed with minimum thickness of I 00 mil limetre 
(mm) sub-base, 150 mm base course with granular materials and premix 
carpet of 20 mm as top surface. IRC specifications also prohibi t laying of 
Asphaltic Concrete (AC) on granular base or bituminous course other than 
Dense Bituminous Macadam. Besides, Ministry of Surface Transport 
(MOST) specifications stipulated that bituminous course like Bituminous 
Macadam (BM) was to be laid only on granular or black topped surface. 

The Chennai Metropolitan Water Supply and Sewerage Board (Board) 
entrusted the construction of roads inside 12 Sewage Pumpi ng Stations (SPS) 
to the lowest tenderer in January 1996 for a value of Rs 75.44 lakh. The roads 
were not subjected to heavy traffic since they were located inside the SPS. 
The estimates for the road work provided for 150 mm gravel soling and I 00 
mm sand gravel mix as sub-base over which 50 mm thick BM and 40 mm 
thick AC were to be laid. Roads had been constructed (December 1999) in 5 
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SPS at a cost of Rs 17.47 lakh and road work in respect of the remaining 7 
SPS had not been taken up as of June 2000. 

Laying of BM without any granular layer and AC over BM were contrary to 
specifications of IRC and MOST. As such the roads should have been laid 
with 100 mm gravel soling and I 00 mm sand gravel mix as sub-base and 150 
mm thick Water Bound Macadam as base course with premix carpet of 20 
mm. 

Thus, the Board had not only failed to observe the IRC specifications for the 
formation of roads but also used higher specifications without any technical 
consideration. The provision of higher specification resulted in extra 
expenditure of Rs 14.40 lakh. 

When pointed out, Government stated (September 2000) that lRC 
specifications quoted by Audit were applicable only for formation of road on 
existing roads and the design was adopted taking into account the site 
conditions. The reply was not tenable as the IRC specifications quoted related 
to new formation of roads and thickness of road derived by the Board based on 
site condition had been taken into consideration by Audit. 

6.21 Overpayme1,1t to contractor by wrong application of 
agreement conditions 

Failure to delete a clause for payment for additional quantities of work in 
the agreement resulted in overpayment of Rs 11.98 lakh. 

Chennai Metropolitan Water Supply and Sewerage · Board (Board) invited 
sealed tenders in July 1991 , for the work "Clear Water Transmission Main 
from Redhills to Porur Head Works - Reach lll''. According to Clause 6 of 
Volume Il of the bid documents, the item rates quoted should remain fi rm and 
val id for any variations in the quantities of items of work. Contrary to this 
stipulation, Clause 28 of Volume I of the bid documents provided for revision 
of rate for items if the quantities of works actually executed were more than 
the estimated quantity. The rate for the quantity over and above 15 per cent of 
estimated quantity was to be fixed as per Board's norms. 

During the pre-bid conference (August 199 1 ), the Board clarified that Clause 
28 was deleted and payment for extra quantities would be governed by Clause 
6. Thus, the contractor was not el igible for increased rate even if he had to 
execute additional quantity of more than 15 per cent fo r any item of work . The 
Board while issuing 'Addendum' indicating modifications to ce11ain clauses of 
bid documents fa iled to delete clause 28. However, there was a specific 
mention about deletion of clause 28 in the 'Annexure' detailing the 
clarifications given in the pre-bid conference. The Board sent both the 
Addendum and Annexure to the prospective bidders . 

The work was awarded (March 1993) to the lowest tendered firm 
' Mis. Aban Constructions' who certified that they had considered both 
Addendum and Annexure while quoting their rates. The work was completed 
in September 1996. While making the payment. the Officer on Special Duty 
revised the rates for six items in which the actual quantity exceeded more than 
15 per cent of estimated quantity. When the excess payment of Rs 11 .98 lakh 
under Clause 28 was objected to by Audit, Government stated (Apri l 2000) 
that any modification of the bidding documents which might become 
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necessary as a result of the pre-bid meeting should be issued exclusively 
through Addendum and not through the minutes of the pre-bid meeting. The 
payment was, therefore, made as per agreement as the Addendum to the bid 
documents did not indicate the deletion of Clause 28. Regarding non-deletion 
of Clause 28 in the Addendum, Government stated that the Committee which 
finalised the Addendum and Annexure to bid documents would have decided 
not to delete Clause 28 during their discuss-ion. 

The reply of the Government was not tenable since no justification was given 
by the Committee to retain Clause 28 and therefore the deletion of the same 
should have been indicated in the Addendum, which alone was binding. 
Besides, the firm also confirmed that the Annexure to the bid document, which 
stated that Clause 28 was deleted. was also considered while quoting rates. 
Thus, the fai lure of the Committee of the Board to delete Clause 28 in the 
Addendum, although it was stated c learly in the pre-bid conference that it was 
deleted, resulted in overpayment of Rs 11 .98 lakh to the firm. 

COLACHEL MUNICIPALITY 

6.22 Failure of water supply scheme 

Failure to re-appraise the water supply position and unchecked sand 
quarrying led to non-achievement of the objective of water supply scheme 
to Colachel Municipality executed at a cost of Rs 174.33 lakh. 

The Government sanctioned (December 1994) water supply improvement 
scheme to Colachel Municipality of Kanyakumari District at an estimated cost 
of Rs 171.65 lakh®. The water supply to Colachel Municipality was an 
extension of Combined Water Supply scheme to 8 Town Panchayats and 11 
wayside vi llages. The source of water was Kuzhithuraiyar river. The scheme 
was targeted to supply 26.60 lakh litres of water dai ly. The works consisting 
of the extension of clear water conveying main and branch conveying main to 
the ex isting reservoirs, coustruction of two additional service reservoirs and 
laying of additional distribution system were completed by Tamil Nadu Water 
Supply and Drainage (TW AD) Board, at a total cost of Rs 174.33 lakh. The 
main works and a part of di stribution system were taken over by the 
Municipality in July 1999 and the remaining distribution system taken over in 
April 2000. 

Although the Commissioner, Colachel Munic ipality requested (January 2000) 
TWAD Board Sub-division, Tirunelveli to supply 7 lakh litres of water daily 
(as against the targeted supply of 26.60 lakh litres), water supply had not been 
effected as of May 2000. 

The Executi ve Engineer, TW AD Board stated (May 2000) that water supplied 
to other areas was already inadequate and it would not be possible for the 
Board to supply water to Colachel Municipality; the yield from the infi ltration 

Proportional cost of Kuzhithuraiyar Combined Water Supply Scheme to be borne by 
the Municipality (Rs 89 lakh) and balance towards installation within the 
Municipality (Rs 82.65 lakh). 
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wells was found to be less due to illegal sand removal around the wells and 
one of the wells had already collapsed. He had further stated that frequent 
power-cuts affected continuous pumping. 

When it came to the notice of Colachel Municipality in October 1996 that 
targeted water supply could not be effected to Town Panchayats and villages 
in the vicinity of Colachel inspite of completion of the Combined Water 
Supply Scheme in August 1993 it did not take any action to re-evaluate the 
scheme for finding out alternate source of water. 

When the matter was referred to Government in July 2000, the Government, 
accepting the facts, stated (December 2000) that there was no fault on the 
Colachel Municipality as in the absence of any other reliable source it had no 
other alternative but to depend on Combined Water Supply Scheme. 
However, the fact remains that under these circumstances, Colachel 
Municipality being aware of the remote possibility of water supply due to the 
reasons discussed above, could have stopped the works relating to the 
Municipality thereby avoiding a huge expenditure of Rs 174.33 lakh which 
has remained unfruitful 

CORPORATION OF CHENNAI 

6.23 Computerised general revision of property tax by the 
Corporation of Chennai 

A Introduction 

The Corporation of Chennai decided on a general revision of property tax with 
effect from October 1998. For this purpose, all assessees in the city were 
required to furnish details of their property and the tax paid. Based on this 
information and with reference to the details with the Corporation, the revised 
tax was calculated and tax notices served. Out of the total number of 4.45 
lakh assessees, revision was completed for 3. 73 lakh assessees (April 2000). 
Revision was in progress for the rest of the cases. 

Assessment of the revised tax as per Corporation's guidelines was entrusted to 
an external agency. This agency was in-charge of developing the application 
software, capturing of data from the assessees' returns, computation of the 
revised property tax and printing the tax notices. The computers, peripherals 
and infrastructure required were supplied by the Corporati.on. 

B Revision of Tax 

The rental value and the annual value (AV) of a property form the basis for the 
calculation of property tax. The rental value is a percentage of the depreciated 
value of a property depending on its usage. The AV is derived from the rental 
value after allowing a discount of l 0 per cent towards maintenance. The half
yearly property tax is a percentage of the AV of the property (Appendix 
XLIV). The revised AV was based on the existing AV of the property and 
changes in the area/utilisation of the Building as detailed in Appendix XLIV. 
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C Observations of Audit 

All data relating to 3.73 lakh assessees for whom revision was effected were 
examined in detail, selecting appropriate samples for each examination and 
adopting Computer-aided Audit Techniques. Most of the under-assessments 
were due to errors in the application software and deficient data. 

6.23. I Error in updating the existing AV in cases with changes in both 
extent of property and usage 

In cases where properties had an increase in extent and a change in usage 
attracting higher tax, the new AV was to ~e calculated taking into account 
both these changes. The AV for the existing area and increased area were 
calculated separately. While calculating the AV for the existing area, the 
corresponding usage was correctly applied by the system. However, while 
calculating the AV for the increased area, instead of the new usage as declared 
by the assessee the existing usage was wrongly applied by the system. 

It was observed that 96,490 cases involved increase in area and change in 
usage attracting higher tax. From these, 1, 774 cases involving a half yearly 
tax in excess of Rs I 000 were taken up for detailed examination. There was an 
under-assessment of property tax in all these cases amounting to Rs 29.69 lakh 
per half-year. The aggregate loss for the period from October 1998 to March 
2000 in respect of 1,774 cases was Rs 89.07 lakh. 

Government replied (October 2000) that revised notices were issued in respect 
of the I, 774 cases pointed out by Audit. However, as the 1, 774 cases were 
only a sample, action is due in respect of all the 96,490 cases. 

6.23.2 /11complete data and inaccuracy in application software - under
assessment of property tax 

A data file (stat.dbt) provided the link between the current files and files 
relating to the previous revision. In 2,382 cases, the linkage could not be 
achieved, as the data in the link file was incomplete. With regard to these 
cases, property tax was calculated from data pertaining to previous revision by 
Audit using its own programme. Comparing the property tax calculated by 
Audit with that calculated by the Corporation it was noticed that in 470 cases 
there was under-assessment of tax amounting to Rs 21.08 lakh for one half 
year. The aggregate loss for three half-years up to March 2000 worked out to 
Rs 63.24 lakh. The loss is recurring in nature. 

In respect of another 50,492 cases, data relating to previous revision like 
extent of buildings and their usage were not available in the computer system. 
Under-assessment of tax of similar proportion in all these cases was quite 
likely. 

It is seen from Government's reply (October 2000) that rectificatory action is 
not complete in respect of all the 50,492 cases. 
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6.23.3 U11der-assessme11t of tax due to error in tire Application Software 

In 1950 cases, it was fou nd that even though data was complete in the link fi le, 
data relating to previous revision was not linked due to an error in the 
application software. As a result the AV could not be updated with the current . 
status of area and occupation for purposes of the current revision. This error 
resulted in short-assessment of property tax to the tune of Rs 32.62 lakh. The 
aggregate loss on this account for the last completed three half years ending 
with March 2000, worked out to Rs 97.86 lakh. Though the error in software 
had been corrected at a later date, the short assessments made till then 
remained uncorrected. resulting in a recurring loss. 

The Government has accepted (October 2000) the short co llection. However 
the process of rectification is still incomplete. 

6.23.4 Lack of data security - under-assessmellf of ta.x: 

The application software was developed in FoxPro by the external agency 
doing the revision and the entire data was totally at their di sposal. Unlike 
RDBMS packages like Oracle hav ing elaborate provisions for restricting 
unauthorised access to the data, FoxPro package used by the Corporation 
offered unrestricted access to its databases even at the level of data entry 
operator, rendering the data insecure and susceptible to una uthorised changes. 
Audit checks disclosed that the AV and tax avai lable in the data differed from 
the AV and the tax computed by the software. This could not be attributed to 
any error in software, as the AV and tax were found correct in other cases. The 
variation could be due to manual modification of data to reduce the tax. Of the 
total revisions made, cases where the revised AV was more than Rs 5000 were 
test checked. Of these 2500 cases, there was short assessment in 154 cases . 
The resu ltan t short levy of tax was Rs 16.46 lakh per ha lf-year aggregating 
Rs 49.38 lakh for the three half-yearly periods ending with March 2000. No 
provision has been made in the overall system to guard against such 
unauthorised manipulation of data. 

The Government stated (October 2000) that the under-assessment was 
rectified in respect of 203 cases but the securi ty risk has not yet been 
addressed. 

6.23.5 Under-assessment of tax due to incorrect splitting of the existing AV 

For the present revision, areas under different usage/occupation attracted 
increases at different percentages. For this purpose the earlier AV had to be 
split according to areas under different usage. However, due to an error in the 
application software, the previous AV was split up based on areas alone 
without reference to usage. Such incorrect splitting had the effect of 
allocating lower values to portions of buildings attracting higher rates of 
increase and vice versa. It was observed that in 9 1,2 12 cases, the properties 
involved multiple usage. A test-check of 2 12 cases involving onl y two 
different types of usage disclosed under-assessment of Rs 7.02 lakh for the 
three half-yearly periods from October 1998 to March 2000. Such under
assessments are possible in all the 91 ,2 12 cases involving properties with 
multiple usage. 
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Government's reply that the splitting up of the combined AV was not possible 
is not acceptable, as Audit was able to split the AV correctly and calculate the 
correct tax. 

6.23. 6 Incorrect applicatio11 of minimum depreciation resulting in 
u 'Ider-assessment of tax 

Deprecia·ion is one of the factors a ffecting the value of fair rent (FR). 
Building~ with different types of construction had different rates of 
deprec iation at I per cent, 1.5 per cent and 2 per cent per annum. However, 
the overall minimum depreciation was to be mai ntained at I 0 per cent of the 
property value. But the computer was incorrectly programmed to provide a 
minimum depreciation for I 0 years instead of at 10 per cent. Thus, in cases 
where I 0 years depreciation worked out to more than I 0 per cent of the 
property value, excess depreciati on was allowed incorrectl y reducing the value 
of FR. On a sample study of about one lakh cases, it was seen that the FR was 
incorrect in 55,733 cases. The lower value of the FR will affect the property 
tax, only in cases where the AV was in excess of the FR and had to be limited 
to the FR. Thus, in all the 152. cases where the AV had to be limited to the FR, 
there was a short assessment of tax involving a loss of Rs 0.62 lakh for the 
three half yearly periods from October 1998 to March 2000. 

The 152 cases stated by Government (October 2000) to have been rectifi ed 
relate to a sample of one lakh cases alone. Action is not complete since the 
entire assessees have not been reviewed. 

6.23. 7 Incorrect classijicatio11 of buildings - undue reduction in property 
tax 

A general check of buildings having an area of over I 0,000 square feet 
disclosed that several large buildings which were declared to be in commercial 
use in the last assessment of tax have been declared to be in residential use for 
the current General Revision. This change has brought about a substantial 
reduction in the rate of tax paid by them. The declaration that these bui.ldings 
located in commercial areas, owned by companies and in commercial use in 
the last revision, are now in complete residential use raises a doubt. 

To c ite a specific example, the 1,23,725 sq. ft building at No 3, Sardar Patel 
Road, housing 'Ramco Industries' was known to be utilised for commercial 
purpose. This property paying a half-yearly tax of Rs 4.84 lakh in the 
previous assessment as a "Commercial Owner" category was assessed for a tax 
of Rs 1.06 lakh for "Residential occupation by the owner" in the current 
revision. In spite of such changes in the utili sation being unlikely, the 
Corporation has accepted the declaration by the assessees and reduced the tax 
substantially without an independent check of the correctness of the facts . 
Government has accepted the observation (October 2000) and promised 
rec ti ficatory action. 

6.23.8 Conclusion 

Audit found that the system lacked data security. In addition, deficiencies in 
the system that led to underassessment of tax were (a) the erroneous 
application programme (b) a deficient database (c) accepting the declaration of 
the assessee without any independent counter check ( d) implementation of the 
application programme developed by the contractor without a proper 
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acceptance test and (e) non-availability of a provision for validation of the 
final output of the system i.e., the assessment of property tax. The resulting 
under-assessment of tax was of the order of Rs 3.18 crore for three half years 
ending 31 March 2000 in respect of the samples taken up for audit. The 
overall implication of the recurring revenue loss pointed out would be of the 
order of several crores of rupees. Further, correcting all the incorrect 
assessments and reissuing notices to the assessees will tantamount to doing a 
major portion of the exercise of general revision all over again, involving 
substantial expenditure. 

6.24 Profession tax not levied 

Failure to enumerate comprehensively the dealers registered under 
TNGST Act and the holders of permits for transport vehicles resulted in 
loss of revenue of Rs 19.71 crore to Corporation of Chennai during 1992 
to 1998. 

The Tamil Nadu Tax on Professions, Trades, Callings and Employments Act, 
1992 (Act) requires that every local authority shall levy and collect a tax on 
profession, trade, calling and employment (PT). Every company wl :ich 
transacts business within the limits of any local authority and every penon 
who is engaged in any profession, trade, calling or employment shall pay the 
tax levied at rates prescribed by the local authority. 

In respect of dealers registered under Tamil Nadu General Sales Tax Act, 
1959 (TNGST), the specified minimum rates of PT ranged from Rs 60 to 
Rs 840 per half-year depending on the value of turnover of the dealer. Though 
as per the Act, PT has to be collected from all the dealers registered under 
TNGST, a scrutiny of records in the Corporation of Chennai and the relevant 
details on traders registered under TNGST available with Commercial Taxes 
Department, revealed that there was gross omission in enumeration of all the 
registered dealers. The information collected from the Assistant Director 
(Statistics), Commercial Taxes Department for the period 1995-96 to 1997-98 
revealed that the number of dealers enrolled for collection of PT ranged from 
7 to 9 per cent of the total registered dealers and the non-levy of PT led to loss 
of revenue to the Corporation which was of the order of Rs 13. 80 crore as 
given in the following table. 

Year Total number Total number Number Amount of PT 
of registered of assesses omitted to omitted to be levied 
dealers under PT be assessed (Rupees in crore) 

1995-96 704823 6029h 64453 4.08 

1996-97 73571 6029 67542 4.19 

1997-98 84462 6029 78433 5.53 

Total 13.80 

Profession Tax has also to be levied and collected from holders of permits for 
transport vehicles granted under the Motor Vehicle Tax Act 1988. The 

b 

Adjusted by reducing 25 per cent ofChennai (South) Division as one of the four 
zones was Chengalpattu, which was outside the jurisdiction of Corporation. 
Figures furnished by Corporation on "Private Establishments" and "Individuals" 
assessed for PT for the year I 998-99 adopted. 
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minimum rate of tax to be levied ranged from Rs 50 to Rs 720 according to the 
type of vehicle and number of vehicles owned by the holder of the permits. 
Scrutiny of the details of transport permits issued by the Regional Transport 
Commissioner and records on PT assessment made available by Corporation 
of Chennai revealed that no PT was being levied and collected from the 
holders of such pern1its. The tax thus remaining uncollected during the period 
from the date of introduction of the Act (I April 1992) to September 1998 
amounted to Rs 5.9 1 crore (estimated at the minimum rate of tax assuming 
that a ho! ier of permit owns 5 vehicles) as mentioned in the following table. 

Category Number of vehicles Number of permit PT not levied 
during April 1992 to holders assessable (Rupees in 
September 1998 (assuming 5 vehicles crore) 

per holder) 

Auto Rickshaws 168 11 4 33623 0.60 

Taxi 3127 625 0.02 

Motor Cars 40734 8146 0.74 

Trucks, Lorries 173287 34657 4.55 

Total 5.91 

Commissioner, Corporation of Chennai attributed (July 2000) the non
collection to lack of legal provisions to take action against the defaulters, but 
added that action was being taken to enrol all the eligible asse.ssees and collect 
arrears from 1992 onwards. It was observed in this regard that provisions 
exist in the Act for imposing penalty on persons fai ling to pay the tax within 
the required time. 

Thus, due to the failure of the Corporation of Chennai to have an effective 
system of enumeration and inspection of assessable regi stered dealers under 
TNGST and holders of permits for transport vehicles, a large portion of 
registered dealers and entire population of transport permit holders remained 
unassessed, leading to huge loss of revenue to the tune of Rs 19. 71 crore to the 
Corporation of Chennai. 

On the matter being referred (June 2000), Government in its reply (October 
2000) stated that 20 traders'/professionals' organisations had filed cases in the 
High Court which were d ismissed only in 1999-2000. Thereafter, present list 
of TNGST registration holders had been obtained and notices were being sent 
to all traders, professionals, transport conductors who had not been enrolled so 
far. As of l October 2000, 18684 individual traders and private 
establishments had been enr~lled as assessees. However, Government reply is 
not tenable in view of the fact that the stay orders obtained were applicable 
only to the respective petitioners. The number assessed to profession tax even 
as of October 2000 was still far below the number of dealers registered under 
TNGST. 
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6.25 Unfruitful expenditure in the construction of shopping 
complex due to non-allotment of shops 

Non-execution of agreement with traders regarding allotment of shops 
before taking up the construction work resulted in the shopping complex 
constructed at a cost of Rs 7.19 crore in 1992 remaining idle besides loss 
of revenue of Rs 8.89 crore. 

In order to rehabi litate 857 shopkeepers (527 permanent shop keepers and 330 
encroachers) of erstwhile Moore Market Complex which was destroyed in a 
fire accident in May 1985, Government of Tami l Nadu in September 1985 
sanctioned a scheme for construction by Corporation of Chennai of a 
multistoreyed shopping complex in the same area viz. ' Li ly Pond' at an 
estimated cost of Rs 5.93 crore. A sum of Rs 3.15 crore was released as loan 
by Government of Tamil Nadu during 1985-88 and a loan of Rs 3. 10 crore 
was financed by Tamil Nadu Urban Finance and Infrastructure Deve lopment 
Corporation Limited. The construction of the new Shopping Complex was 
completed in July 1992 at a cost of Rs 7. 19 crore with four storeys consisting 
of 859 shops of varying floor areas. 

As the Government of Tamil Nadu did not issue any guidelines fo r fixing 'ate 
of rent, the Special Officer, Corporation of Chennai framed nom1s for 
allotment and fi xed rates of rent in Apri l 1992 based on 14 per cent retun on 
investment. Offer of allotment was made (April 1992) to 309 permar.cnt 
shopkeepers. Erstwhile shop owners of Moore Market Complex filed writ 
petitions in July 1992 against the method of allotment and the rent fixed. The 
High Court while disposing of petitions in November 1992 ordered 
appointment of a two member Committee for allotment of shops to erstwhi le 
Moore Market shopkeepers and found that the rent fixed by the Corporation 
was fai r and correct. Based on High Court orders, allotment letters were 
issued (August 1994) to 527 traders, demanding I 0 months rent as deposit and 
one month's rent as advance. This was subsequently revised in October 1995 
demanding only 6 months security deposit and the rent was also reduced. 
Only 200 out of 527 allottees had paid security deposit amount in November 
1995 bu t they did not occupy the shops, as of May 2000. After notices were 
served in March/June 1996 another 283 allotees paid the security deposit. The 
Corporation of Chennai stated (July 2000) that in respect of remaining 44 
shops though they were being auctioned in public every month since August 
1998, there was no response. 

In order to rehabi litate 330 cn(;roachers, the Corporation fina lly selected 298 
encroachers as of July 2000 for allotment of shops but the allotment was still 
pending. 

As the ' Lily Pond' Shopping Complex was constructed exclusive ly to 
rehabilitate 857 shop-keepers of erstwhile Moore Market Complex, the 
Corporation should have entered into an agreement with the shop-keepers to 
fix the rate of rent and other conditions before commencement of construction. 
This was not done and the rent fixed after construction was not acceptable to 
the shop-keepers. Though the High Court in November 1992 observed that 
the rent fixed by the Corporation was fa ir and correct, the Corporation reduced 
the rates of rent further. Despite this, 859 shops• were lying vacant as of June 
2000. Rent forgone for the period from August 1992 to June 2000 was 
Rs 8.89 crore. In addition, the investment of Rs 7.1 q crore in the building 
remained blocked. 

Inclusive of2 shops meant for Office and Shop-keepers Association. 
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The matter was referred to Government in May 2000. The Government in 
their repl y (October 2000) generally accepted the facts and stated that 30 
shops only had opened for business. 

6.26 Non-levying of advertisement tax 

Absence of a proper system for inspection of the advertisements made in 
the hoardings erected in Railway properties resulted in non-levy of 
Rs 47.22 lakh towards advertisement tax during 1994-95 to 1999-2000. 

As per section 129A of Madras City Municipal Corporation Act 1919, 
Corporation of Chennai shall levy on every person who displays any 
adverti sement to public view in any manner whatsoever in any place, whether 
public or private, a tax on advertisements. It further provided that no such 
tax shall be levied on any advertisement exhibited within any Railway station, 
except for the portions of the surface of such wall or property fronting any 
street. The applicable rate was Rs 3 per square feet for important roads; in 
respect of places like Railway stations, an additional amount of 10 per cent 
was to be collected. 

Thus, all advertisements di splayed on the hoardings erected in Railway land 
and fronting any street are liable to be taxed. However, the Corporation of 
Chennai did not have a proper system whereby the hoardings in railway 
property are continuous ly inspected and tax levied on adverti sement made in 
such hoardings. Audit observed from the particulars made available (February 
2000) by the Divisional Railway Manager, Southern Railway to the 
Corporation that there were 173 such hoardings which were not enumerated 
for collection of advertisement tax. An amount of Rs 4 7 .22 lakh due as 
advertisement tax on such hoardings for the period 1994-2000 had not been 
rea lised by the Corporation (May 2000). 

The matter was referred to Government in May 2000; Government concurred 
(September 2000) with the views of Audit and stated that with the avai lable 
particulars, demand had been raised by the Corporation for a sum of Rs 9.32 
lakh from some advertising agencies. 

6.27 Under-assessment of property tax of petrol bunks 

Corporation of Chennai omitted to reckon the underground structures in 
56 petrol bunks for assessing the annual value while computing property 
tax. This resulted in under-assessment of Rs 29.97 lakh during the three 
half years ending with 1999-2000. 

The Madras Ci ty Municipal Corporation Act, 1919, (MCMC Act) provides for 
levying property tax at a percentage of the annual value of buildings and lands 
as may be fi xed by the Council. Property tax was leviable for every half year 
at 11 .95 per cent of annua l value of buildings and land. All buildings together 
with the site and other adj acent premises occupied as appurtenances thereto 
were to be assessed to prope11y tax. According to Section 3 of the MCMC Act 
'building' includes any structure used for human habitation or for keeping or 
storing any article or goods. 
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Scrutiny of records relating to assessment of property tax by Corporation of 
C hennai in respect o f 56 petrol bunks revealed that the Corporation took into 
account only the bui lding above ground and vacant land for arriving at the 
annual value . The underground structure with the steel tanks used for storing 
petrol/d iesel was not assessed. 

Taking into account the minimum size of storage tank (and the market val ue 
of steel tanks after provid ing for depreciation depending on the age of the 
building) under-assessment of property tax for the 56 bunks worked out to a 
minimum of Rs 29.97 lakh during the three half-years endi ng wi th March 
2000. 

Government stated in August 2000 that any underground structure which lacks 
proper ingress and access to persons is not assessable to property tax and 
hence there was no under-assessment. However, the reply was not acceptable 
as it contradicted the very definiti on of building given in section 3 of the 
MCMC Act according to which a building includes, among other things, any 
structure used for keeping or storing any arti cles or goods. 

CORPORATION OF COIMBATORE 

6.28 A voidable expenditure on a service reservoir 

Defective construction of Multi-purpose Service Reservoir in 1984 
resulted in avoidable expenditure of Rs 1.09 crore to Coimbatore 
Corporation on a new reservoir. 

In order to provide adequate water supply to the increasing population of 
Town Hall area in Coimbatore, Government of Tamil Nadu (GTN) 
constructed a Multi-purpose Service Reservoir (MPSR) of 16 lakh litres 
capaci ty inside Coimbatore Corporation Office Complex at a cost of Rs 15.74 
lakh in March 1984. 

The MPSR cons isted of a ground tl oor to be used for parking vehicles, two 
floors for office accommodation and a Service Reservoir of 16 lak h litres 
capac ity at the top floor. The Service Reservoir could not be put to use due to 
defect in main and subs idiary beams supporting the tank in top noor. 

The Chief Engi neer (Bu ildings), Chennai (CE) observed (June 1992) that (i) 
the distribution steel provided in the base s lab near the water face was 
inadequate and ( ii) the shear reinforcement provided in the floor beam of the 
tank was also not adeq uate. Corporation Council resolved (August 1992) to 
convert the tank port ion as office accommodation at an estimated cost of 
Rs 8.40 lakh and the cost was to be borne by Tamil Nadu Water Supply and 
Drainage (TWAD) Board. TWAD Board Special Urban Division, 
Coimbatore, however, in May 1998 ins isted that cost of convers ion should be 
borne by Corporation, as the technical defects occurred only after completion 
of the work. As a result, the conversion work had not started as of March 
2000. 

In the meantime, a new Service Reservoir of same capac ity ( 16 lakh litres) 
inside Coimbatore Corporation Office Complex was taken up for construction 
by TW AD Board in March 1997 and completed in May 1999 at a cost of 
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Rs 1.09 crore as one of the packages of Pillur Water supply Scheme. It was 
commissioned in June 1999. 

Thus, non-adoption of proper design for the tank by the Executive Engineer, 
TWAD Board, Special Urban Division, Coimbatore, lack of proper 
supervision during construction and defective construction of the tank in 1984 
resulted in additional expenditure of Rs 1.09 crore to the Corporation of 
Coimbatore on construction of a new service reservoir. 

The matter was referred to Government in April 2000; reply had not been 
received (February 200 l ). 

6.29 Delay hi revision of property tax resulted in deferment of 
revenue collection 

There was avoidable delay of 4 years in assessing the property tax 
amounting to Rs 37.05 lakh in a case by the Corporation of Coimbatore. 
The Commissioner, Corporation of Coimbatore revised the annual rental value 
of a cinema theatre complex for the purpose of property tax from Rs 0.89 lakh 
to Rs 4.44 lakh and enhanced the tax liability from Rs 0.0 I lakh to Rs 0.55 
lakh per half-year to be effective from l October 1981. The owner of the 
property disputed the assessment. Between January 1984 and February 1996, 
the correctness of the assessment was under litigation in Taxation Appeals 
Committee of the Corporation, the District Court, High Court and the Supreme 
Court. Finally in February 1996, the Supreme Court disposed the case by 
which the Commissioner was free to proceed with the assessment and revision 
of property tax. 

As per the order of the High Court (September 1995), the revi sion order was 
to contain the detailed break up of assessment of the value of the site, value of 
investments on buildings, electrical equipment, sanitary facilities, stores and 
stock, etc. Records made available to Audit did not indicate the basis on 
which the revision of Rs 0.55 lakh per half-year was arrived at. The 
Coimbatore City Municipal Corporation Act, 1981 empowered the 
Commissioner for ascertaining details of cost of erecting building, 
measurement of land and other details he requires within a period of 30 days, 

-by issue of notice. The Act also empowered the Commissioner to enter, 
inspect and survey any premises after giving 24 hours notice. Despite these 
provisions, the Corporation was pursuing with (November 1997 to September 
1999) the theatre management itself, for furnishing details of investment on 
buildings, land and other amenities. In September 1999, the theatre 
management furnished copies of sale deed of the s ite and requested that 25 per 
cent of the value of the buildings may be taken as value of amenities on the 
plea that vo uchers and other details were not available due to efflux of time. 

The Assistant Executive Engineer (South) (AEE) of the Corporation who was 
entrusted with the duty to assess the value of the property submitted a report in 
March 1999 without detailed break-up and another report in September 1999 
in which the annual rental value was assessed as Rs 23.56 lakh. The valuation 
of property made by the AEE was found to be incorrect by the Commissioner. 
The entire premises was inspected by the Commissioner along with the 
Assistant Commissioner of the Corporation in March 2000 and based on 
actua l measurement, the value of the building was assessed adopting the 
Public Works Department's schedule of rates prevailing in 1981. The revised 
annual rental value worked out to Rs 3.26 lakh and property tax payable per 

195 



Audit Report (Civil) .for the year ended 31 March 2000 

half-yea r with effect from I October 198 1 was revised to Rs 0.41 lakh. Based 
on the revised assessment made by the Commissioner, demand for arrears of 
property tax for the period I October 198 1 to 3 1 March 2000 amounting to 
Rs 37.05 lakh was raised in May 2000. The theatre management filed a 
petition in the Supreme Court di sputing this assessment and after remitting of 
50 per cent of the demand (Rs 18.52 lakh) as court deposit, obtained stay 
orders against the assessment in June 2000. 

Thus, despite hav ing won its case in the Supreme Court for assessment of 
property tax at Rs 0.55 Jakh per ha lf-year, the Corporation could not sustain it 
for want of basic data. From November 1997 to September 1999, the 
Corporation pursued with the theatre management fo r ascertaining the data 
without exercising its powers for ascertaining the same within a month 's time 
and ultimately revised the tax demand downward from Rs 0.55 lakh to Rs 0.41 
lakh per half-year wi th effect from 1 October 198 1 (and correspondingly 
subsequent revi sions applicable). Failure of the Corporation to assess the 
property tax correctly resulted in avoidable delay of 4 years (March 1996 to 
March 2000) in assessing the property tax besides non-reali sation of revenue 
of Rs 37.05 lakh. 

Government generally accepted the facts and stated (November 2000) that 
referring the case to the Standing Counsel for verification and further action to 
reassess the building after the Supreme Court orders had caused the avoidab le 
delay. 

RURAL DEVELOPMENT DEPARTMENT 

6.30 Members of Parliament Local Area Development Scheme 

6.30. J lntroductio11 

Members of Parliament Local Area Development (MPLAD) Scheme was 
launched during 1993-94. Under the scheme, each Member of Parliament 
(MP) has the choice of suggesting to the District Collector, works to the tune 
o f Rs 1 crore per year (Rs 2 crore from 1998-99) to be taken up in hi s/her 
constituency. Elected members of Rajya Sabha were allowed to select works 
for implementation in one or more distri cts from the State from which they 
were elected. Nominated members of Lok Sabha and Rajya Sabha were 
allowed to select works for implementation in one or more districts in any one 
State of thei r choice. Under the scheme, MPs were to suggest individual work 
costing not more than Rs I 0 lakh. Amounts higher than Rs L 0 lak h per work 
can be spent depending upon the nature of the work . The works to be taken up 
under the scheme were to be of developmental nature based on locall y-felt 
needs with the emphasis on creation of durable assets. Funds provided under 
the Scheme were not to be used for incurring revenue expenditure. A review 
of the implementation of the scheme during 1997-98 to 1999-2000 was 
undertaken during May 2000 to July 2000 in the Department of Rural 
Development, Directorate of Rural Development, Corporation of Chennai and 
District Rural Development Agencies• (DRDAs) covering 16 Lok Sabha 

Coimbatore, C uddalore, Nagapattinam, Salem, Tirune lve li , Vellore and 
Virudhunagar. 
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Scheme funds of 
Rs 15.70 crorc 
relating to 23 
constituencies were 
lying unu tilised as of 
March 2000. 
Unutiliscd scheme 
funds include Rs 5.66 
crorc which were not 
t r ansferred from the 
accounts of former 
Rajya Sabha/Lok 
Sabha/nominated 
Members of 
Parliament. 

I 11sta nces of 
mismanagement of 
scheme funds include 
keeping of fund s in 
Savings Bank/ 
C urrent/Local Fu nd/ 
Pe rsonal Deposit 
accounts, diversion to 
other schemes, non
furnishing of 
utilisa tion certificates 
and non-utilisation of 
inte rest accrued. 
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Constituenc ies and the areas se lected by 7 Rajya Sabha members. The records 
of implementing agenc ies (Panchayat Union, Town Panchayat, Public Works 
Department, Highways Department, Transport Corporation) in the above 
di stricts were also examined. 

6.30.2 Fi11a11cial pe1forma11ce 

The funds for the Scheme were re leased by Government of India (GOI) 
directly to the DRDAs and the C hai rman of DRDA was the District Co ll ector. 
The funds released to the DRDAs were required to be deposited in a separate 
savings bank account fo r each MP in Nationali sed Banks. As per the 
in formation furnished by the Director of Rural Development, Rs 240.50 crore 
were re leased by GOI during 1997-98 to 1999-2000 and an expendi ture of 
Rs 169.95 crore was incun-ed during the same period. The detai ls of opening 
ba lance as on I Apri l 1997, interest earned and unspent balance for the period 
1997-98 to 1999-2000 and the aggregate closing balance as on 3 1 March 2000 
in the accounts of all the MPs of the State were not available with the Director 
of Rural Development. It was, however, observed that in 23 Constituencies 
test-checked the c losing balance at the end of the financia l year ( 1997-98: 
Rs 12.72 crore, 1998-99: 10.49 crore, 1999-2000: Rs 15.70 crore) was very 
heavy. It was stated by concerned DRDAs during May 2000 and June 2000 
that the amount released could not be spent due to be lated receipt of funds 
from GOI or works sanctioned not taken up due to delay in fina lisation of sites 
and contractors. Audit, however, noticed that the unspent balances of 
Rs 5.66 crore in the accounts of erstwhil e members of Rajya Sabha, elected 
and nominated members of Lok Sabha were not transferred to the accounts of 
newly elected/nominated members of Rajya Sabha and Lok Sabha and the 
funds rema ined unutilised for 4 years. 

6.30.3 The fo llowing cases of mismanagement of funds a llotted by GOl to 
DRDAs/C hennai Corporation/ implementing agencies were noticed during 
test-check of accounts relating to the scheme. 

Serial Year (s} Amount 
Number (Rs in 

crore) 
I. 1997-98 10 7.25 

1999-2000 

2. Up to 
1996-97 

0.96 

Brief nature of irregularity Remarks 

Funds released for the 
programme were kept in Post 
office Savings Bank Account 
by DRDA , Nagapattinam and 
in Scheduled Bank by DRDA , 
Tirunelvel i instead of 111 

separate savings barik account 
for each MP in the Nationalised 
Bank. 
DRDA , Cuddalore kept the 
funds re leased for two MPs, 
(Cuddalore and C hidambaram) 
in a combined single bank 
account instead of in separate 
bank account for each MP. 
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Serial 
Number 

3. 

4. 

5. 

6. 

7. 

Year (s) 

1997-2000 

1998- 1999 
and 
1999-2000 

1998- 1999 
and 
1999-2000 

1997-98 to 
1999-2000 

1997-99 

Amount 
(Rs in 
crore) 

11 .92 

1.08 

0.87 

13.73 

0.04 

Brief nature of irregularity 

In 7 districts test-checked the 
programme funds received by 
75 implementing agencies were 
deposited 111 the Local Fund 
Accounts of Town Panchayats, 
Current Accounts in Banks or 
in Civi l Deposit under 8443-
0ther Deposits and 
consequently no interest was 
earned on these deposi ts. 
Funds released for 9 works 
remained unutil ised: 
(a) One work held up due to 
lack of funds to pay land cost to 
Chennai Corporation 
(Rs 0.75 crorc): (b) 2 works 
held up due to litigation and 
one work for want of si te 
(Rs 0.11 crore); and 
(c) 5 works were sanctioned 
without vc ri fying the need. 
eligibility, availability of 
infrastructure etc., (Rs 0.22 
crore). 
The MP of Chidambaram 
Constituency had conveyed 
(March 1999) through Fax his 
recommendation to provide 
computers 111 28 selected 
schools to the District 
Collector, Cuddalore. The 
Collector, however, issued 
administrat ive sanction (July 
1999) for construction of 
classroom in 29 schools at a 
cost of Rs 1. 16 crore and Rs 87 
lakh were released from the 
scheme funds. There was no 
wrilten communication from 
the MP accepting the change. 

In 6 districts (Salem, Vellore, 
Cuddalore, Coimbatore, Nagapa
ttinam and Virudhunagar) funds 
were temporarily diverted for 
small savings scheme in the Post 
offi ces and to other Central 
schemes by Project Officers/ 
Block Development Officers/ 
Commissioner, Salem Mun icipal 
Corporation. 
A passenger vehicle was 
purchased in July 1998 by the 
Coimbatore Medical College 
against the sanction for the 
purchase of an Ambulance van 
for poor patients. 
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Remarks 

This was in violation of 
GO I instructions which 
required that the 
programme funds 
should be kept in 

Nationalised Banks and 
interest earned should 
be used for the works. 

These works were 
cancelled subsequently 
and the unuti lised funds 
were retained by 
implementing agencies 
for a period of7 months 
to 24 months as of 
August 2000. 

As of June 2000 
Rs 2 lakh had not been 
recouped to the 
programme fund. 

Vehicle is being used 
by the Dean of the 
college for official 
purpose. 



Sixty six works 
costing Rs 7.49 crore 
w~re recommended 
a nd executed during 
1997-2000, though 
not covered as per 
the guidelines of 
Government of India. 
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Serial Year (s) 
Number 

8. 1997-2000 

9. 

10. 

I I. 

1997-98 to 
1999-2000 

1997-2000 

1997-98 to 
1999-2000 

Amount 
(Rs in 
crore) 

0.28 

0 .08 

45.32 

0.0 1 

6.30.4 Physical performance 

Brief nature of irregularity Remarks 

The banks did not credit interest Banks prom ised to 
accrued on the funds allotted to credit interest in future. 
MPs of South Chennai and 
Central Chennai constituencies 
and kept in the bank. 
The interest earned by 21 
implementing agencies of 4 
constituencies not remitted to 

DRDAs for use in the works. 
Utilisation Certificates/ 
completion reports not furni shed 
by implementing agencies for 
1956 works though the works 
had been completed during 
1997-98 to 1999-2000. 
Centage charges, though not 
payable as per GOI 
instructions. were paid to Tamil 
Nadu Water Supply and 
Drainage Board, Public Works 
Department and Tamil Nadu 
Electricity Board in respect of 
11 works. 

During 1997-2000, 4880 works were recommended by MPs in test-checked 
constituencies and only 461 8 works were sanctioned by the 
DRDAs/Commissioner, Chennai Corporation for execution, upto June 2000. 
Of 4576 works (including spill over works from previous years) taken up 
during 1997-2000, 3428 works were completed. Except 27 works which were 
not taken up due to site disputes and cancellation of works on MP's request, 
remaining 11 2 1 works were in different stages of execution as of June 2000. 
Delay in execution of works was main ly due to delayed receipt of funds and 
the conduct of elections during which the code of conduct was in operation 
under which no works could be sanctioned. T he irregu larities noticed in the 
execution of the works are discussed below: 

(a) Execution o f works not covered under the scheme 

(i) Accordin g to GOI guidelines the repa ir/maintenance works of any type 
other than special repairs, works for places of worship, commercia l 
organisations, pri va te institutions, cooperative institutions, creation of assets 
for indiv idual benefit are not permissible. Audit noticed that 58 works costing 
Rs 1.46 crore (details given in Appendix XLV) not covered under the scheme 
had been executed during 1997-2000 in the test-checked districts. In all these 
cases the MPs had recommended the execution of works/purchase of items, 
wh ich had a lso been sanctioned by the DRDAs. 

(ii) Procurement of computers for High Schools and Colleges was only 
permissible under the scheme. Based on the recommendation of four MPs (2 
from Nagapattinam, Mayiladuthurai and Tiruvarur) the DRDA, Tiruvarur 
issued admin istrative sanction for computerisation of Tiruvarur Collectorate, 7 
Ta luk offices and I 0 Panchayat Unions in Tiruvarur District at an estimated 
cost of Rs 87 lakh during March 1999 to March 2000 resulting in diversion of 
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fu nds. GOI in fac t clarified (February 2000) to the Additional Collector that 
installation of computer hardware in taluk offices cannot be taken up under the 
scheme. 

(iii) On the recommendation of the MP, C udda lore, the DRDA, Cuddalore 
issued administrati ve sanction for Rs 18 lakh in May 1999 for the construction 
of a swimming pool for ' Anna Yilayattu Arangam' (Anna Play Gro und). The 
work was under progress and an expenditure of Rs 2.66 lakh had been 
incurred up to May 2000. The construction of the swimming pool is against 
the objective of the scheme, which provides for on ly work of deve lopment 
nature and for the need of loca l public. 

(iv) Though bus sheds/stops for public transport passengers can be taken up 
under the scheme, five works of construction of bus tem1inus at the cost of 
Rs 1.36 crore in Chennai which include works like constructi on of compoun d 
wall, developing additional yard for parking buses, construction of time o ffice, 
toi lets for office etc., which were not admissible under the scheme were taken 
up through the Transport Corporation Divisions 1 and II. Out of Rs 1.35 crore 
rel eased from scheme funds for this purpose, Rs 0.83 crore were incurred as 
expenditure upto March 2000 and 2 works (Saidapet and Ennore) were 
completed. The remaining 3 works (Kannadasan Nagar, Adambakkam and 
Saidapet Bridge) were under progress. Audit also observed that the cost of all 
the components of works at Ennore had been exhibited as additions to the 
assets of the Transport Corporation Division 11. The Corporation being a 
commercial organisation, was not permi tted to have its works executed under 
the scheme as per the guidelines issued by GO!. 

(v) Works of desi lting, improvements, repairs and strengthening of bunds 
of channels were executed at a cost of Rs 3.62 crore during 1998-99 and 1999-
2000 on the recommendations of the MP of Tenkasi Constituency and one 
Rajya Sabha MP. As seen from the list of works executed by Tamaraparani 
Basin Divis ion, Tirunelveli and Chittar Basin Division, Tenkasi, the works 
were evidently of repair/improvement and desilting works in various reaches 
of the channels. As they are in the nature of repairs and maintenance, not 
resulting in new durable assets, the same are inadmissible. 

(b) DRDAs did not maintain the register of assets created under the 
scheme. The implementing agencies did not maintain separate register of 
assets but maintained a consolidated register for all the schemes undertaken by 
them. 

The above points were referred to Government in August 2000; reply had not 
been received (February 200 1 ). 
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7 .1 Commercial Activities 

As on 3 1 March 2000, there were fo ur departmentally managed commercial 
and quasi-commercial undertakings in the State. The results of working of 
these undertakings are compiled annually by preparing proforma accounts. 
The extent of arrears in the preparation of the proforma accounts by each of 
these undertakings as at the end of August 2000 was as follows: 

Serial 
Num-
her 

2 

Name of the 
Department/Under-
taking 

Agriculture Department 

Government 
Agricultural 
Engineering Workshop, 
Chcnnai 

Scheme for Purchase 
and Distribution of 
Chemical and 
Fertilisers, Chennai 

Periods for 
which 
accounts 
were in 
arrears 

1997-98 
to 

1999-2000 

1980-8 1 
to 

1999-2000 

Remarks 

Replies for comments on the 
pro Jonna accounts for the year 
1997-98 have not been received. 

The Scheme was discontinued in 
1978. Revised pro Jonna 
accounts for the year 1980-81 
incorporating residuary transac
tions o f the scheme were still 
awaited (September 2000). 
Agriculture Department 
proposed to dispense with the 
preparation of pro Jonna 
accounts from 1980-8 1 onwards 
on the ground that the scheme 
has been disbanded. Final 
decision o n the proposal is yet to 
be taken. 

II Anima l Husbandry and Fisheries Department 

3 

4 

Chank Fisheries, 
Tuticorin 

Chank Fisheries, 
Ramanathapuram 

1994-95 
to 

1999-2000 

1997-98 
to 

1999-2000 

The matter regarding delay in finalisation of the accounts was referred to the 
concerned Departments of the Government of Tamil Nadu in September 2000; 
reply was awaited (September 2000). 
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The financial results of these four undertakings for the year up to which the 
accounts had been compiled and audited showed that loss aggregating to 
Rs 1.53 crore (after charging interest on capital) had been incurred by these 
undertakings as per details in Appendix XL VI. 

Chennai 
The 

121 APR 2001 

New Delhi 
The 

a Q APR lOOiJ 

(C.V. AVADHANI) 
Principal Accountant General (Audit)! 

Tamil Nadu and Pondicherry 

Countersigned 

fl. ft.. J!wf . 
(V.K. SHUNGLU) 

Comptroller and Auditor General of India 
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Appendix I 

(Reference: paragraphs 1.1 and 1.11.2; pages 1 and 19) 

Statement showing structure of Government Accounts and list of Indices/ratios 
and basis for their calculations 

Part A. Government Accounts 

I. Structure: The accounts of the State Government are kept m three parts 

(i) Consolidated Fund (ii) Contingency Fund and (iii) Public Account. 

Part I: Consolidated Fund 

All receipts of the State Government from revenues, loans and recoveries of 

loans go into the Consolidated Fund of the State, constituted under Article 266( I) of 

the Constitution of India. A ll expenditure of the Government is incurred from this 

Fund fro m which no amount can be withdrawn without authorisation from the State 

Legislature. This part consists of two ma in divisions, namely, Revenue Account 

(Revenue Rece ipts and Revenue Expenditure) and Capital Account (Capital Receipts, 

Capital Expenditure, Public Debt and Loans, etc.). 

Part II: Contingency Fund 

The Contingency Fund created under Arti cle 267(2) of the Constitution of 

India is in the nature of an imprest placed at the disposal of the Governor of the State 

to meet urgent unforeseen expenditure pending authorisation fro m the State 

Legis lature. Approval of the State Legislature is subsequently obtained for such 

expenditure and for transfer of equiva lent amount from the Consol idated Fund to 

Contingency Fund. The corpus of thi s Fund authorised by the Legislature was Rs 150 

crore. 

Part III: Public Account 

Receipts and disbursements m respect of small savings, provident funds, 

deposits, reserve funds, suspense, remittances, etc., which do not form part of the 

Consolidated Fund, are accounted for in Public Account and are not subject to vote by 

the State Legislature. 

II. Form of Annual Accounts 

The accounts of the State Government are prepared in two vo lumes viz., the 

Finance Accounts and the Appropriation Accounts. The Finance Accounts present 

the details of all transactions pertaining to both receipts and expenditure under 

appropriate c lassification in the Government accounts. The Appropriation Accounts 

present the detail s of expenditure by the State Government vis-a-vis the amounts 

authori sed by the State Legislature in the budget grants. Any expenditure in excess o f 

the grants requires regularisation by the Legislature. 
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Part B. List of Indices/ratios and basis for their calculation 

Indices/ratios 

Sustainability 

Balance from current 
revenues 

Primary Deficit 

Interest Ratio 

Capital Outlay Vs 
Capital receipts 

Total Tax Receipts 
Vs Gross State 
Domestic Product 
(GSDP) 

State Tax Receipts Vs 
GSDP 

Flexibility 

Balance from current 
revenues 

Capital repayments 
Vs Capital 
borrowings 

Incomplete Proj ects 

Total Tax Receipts 
VsGSDP 

Debt Vs GSDP 

Vulnerability 
Revenue Defic it 

Fiscal Deficit 

Primary Deficit Vs 
Fiscal Deficit 

Total outstanding 
guarantees including 
letters of comfort Vs 
Total Revenue 
Receipts of the 
Government 

Assets Vs Liabilities 

B C R 

Capital 
Outlay 

Capital 
receipts 

Total tax 
receipts 

GSDP 

State tax 
receipts 

GSDP 

BCR 

Capital 
repayments 

Capital 
borrowings 

Total Tax 
Receipts 

Debt 

GSDP 

Basis for calculation 

Revenue Receipts minus all Plan grants (under Major Head 160 1-
02,03 ,04 )and Non-Plan revenue expenditure. 

Fiscal Deficit minus interest payment 

Interest payment - Interest receipts 
Total Revenue receipts - Interest receipts 

Capital expenditure as per Statement No. I of the Finance Accounts. 

Internal Loans (net of ways and means advances) + Loans and advances 
from Government of India + Net receipts from small savings, Provident 
Funds, etc. + Repayments received from loans advanced by the State 
Government - Loans advanced by the State Government. 

State Tax Receipts plus State's share of Union Taxes. 

As worked out by Government at current prices adopting the new series 
with base year 1993-94 

Statement No. I of Finance Accounts. 

As above 

As above. 

Disbursements under Major heads 6003 and 6004 minus repayments on 
account of Ways and Means Advances/Overdraft under both the major 
heads. 

Addition under Major Heads 6003 and 6004 minus addition on account of 
Ways and Means Advances/Overdraft under both the major heads. 

Appendix JV of Finance Accounts. 

As above. 

Borrowings and other obligations at the end of the year (Statement No.4 of 
the Finance Accounts). 

As above. 

Paragraph 1.9.6 of the Audit Report 

Paragraph 1.9.6 of the Audit Report 

Primary Fiscal Deficit minus interest payments. 
Deficit 

Outstanding Exhibit fV . 
guarantees 
Revenue Exhibit II. 
Receipts 

Assets and Exhibit I. 
Liabilities 
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Appendix II 

(Reference: paragraph 2.3.2;page 27) 

Grants/ Appropriations where excess requires regularisation 

Serial Number and title of Total grant/ Expenditure Excess 
number grant/appropriation appropriation 

(Rs) (Rs) (Rs) 

Voted Grants -

I. 2 State Excise Department 20,35,37,000 20.53,44,894 18,07,894 

2. 17 Education 42,52,87,66,000 43,96,30,06,370 1,43,42,40,370 

3. 26 Khadi and Village Industries 3 1,54,39,000 3 1,58, 14,688 3,75,688 

4. 33 Urban Development 13,63,74,000 13,88,33,80 I 24,59,801 

5. 35 Irrigation 3, 15,43,29,000 4, 13,26,55,2 15 97,83,26,2 15 

6. 38 Roads and Bridges 3,99,6 1,02,000 4,04,6 1,54,258 5,00,52,258 

7. 4 1 Pensions and Other 26,08,69,55,000 27,03,68,07,559 94,98,52,559 
Reti rement Benefits 

8. 45 Compensation and 78,68,37 ,000 99,90,3 1,494 21 ,21,94,494 
Assignments 

9. 46 lnfom1ation and F ilm 18,10,6 1,000 18, 12,63, l 17 2,02, 117 
Technology 

C harged Appropriat ion -

10. 29 Social Welfare 2,000 3,60,862 3,58,862 

Voted 
Tota l 

77 ,38,94,00,000 81 ,01,89,11,396 3,62,95,11,396 

Charged 2,000 3,60,862 3,58,862 

Grand Total 77 ,38,94,02,000 81 ,01,92,72,258 3,62,98, 70,258 
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Appendix lll 

(Reference: paragraph 2.3.4(b ); page 29) 

Grants/Appropriations where Supplementary provision obtained in March 2000 
proved unnecessary 

(R . I kh) upees m a 

Ser- Number and title of Supplementary Final saving 
ial grant/appropriation grant/appropriation 
Num- (March 2000) 
ber 

Voted Grants -

I. 5 Stamps- 76.52 2 17.65 . 
Administration 

2. 14 Jails 0.13 374.42 

3. 16 Fire services 0.13 807.69 

4 . 24 Industries 0.02 359.30 

5. 25 Handlooms and 0.09 38 14.62 
Textiles 

6. 27 Rural Development 0.23 2745.25 

7. 32 Housing 0.03 2863.64 

8. 34 C ivil Supplies 0.05 33851.18 

9. 37 Environment 0.03 751.29 

10 42 M iscel Janeous 0.21 17192.04 

11 47 Rural Industries 0. 13 922.56 

12 49 Municipal 0.04 638.13 
Administration 

13 5 1 Tamil 6 15. 11 647.38 
Development-
Culture 

14. 56 Capital Outlay on 0 .09 10559.49 
Roads and Bridges 

15 59 Capita l Outlay on 1.94 1.99 
Rural industries 

16 60 Miscellaneous 1680.8 1 1803.70 
Capital Outlay 

Total 2375.56 77550.33 
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(R . 1 kh) upees m a 

Ser- Num ber and title of Supplementary F inal saving .. 
ial granVappropriation grant/appropriation 
Num- (March 2000) 
her 

Charged Appropriations-

I. 11 District 0.65 0.69 
Administration 

2. 12. Administration of 0.10 0.85 
the Tamil Nadu 
Hindu Religious 
and C haritable 
Endowments Act, 
1959 

3. 16 Fire services 2.70 2.71 

4. 17 Education 2.38 2.46 

5. 19 Public Health 0.82 0.83 

6. 20 Agriculture 2.50 2.52 

7. 21 Fisheries 0.16 0.17 

8. 22 Animal Husbandry 0.80 0.83 

9. 23 Co-operation 1.84 1.85 

10. 25 Handlooms and 1.33 1.34 
Textiles 

11. 35 Irrigation 0.49 0.50 

12. 36 Public Works- 2.74 6.29 
Buildings 

13. 54 Capital outlay on 0.16 0.17 
Irrigation 

Total 16.67 21.21 

Grand Total 2392.23 77571.54 
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Appendix IV 

(Reference: paragraph 2.3.4 (c); page 30) 

Grants where Supplementary provision obtained during 1999-2GOO proved 
insufficient by more than Rs 5 crore each 

(R . I kh) upces m a 

Ser- Number and title of grant Total Supplementary Final excess 
ial grant 
Num-
ber 

Voted Grants -

I. 17 Education 10887.05 14342.40 

2. 35 Irrigation 19.26 9783.26 

3. 38 Roads and Bridges 26.09 500.52 

4. 41 Pensions and Othe r 72733.51 9498.53 
Retirement 
Benefits 

5. 45 Compensati on and 0.01 2 12 1.94 
Assignments ' 

Total 83665.92 36246.65 
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Appendix V 

(Reference: paragraph 2.3.6; page 30) 

Statement showing persistent savings during 1997-98 to 1999-2000 

(R upecs m crore 

Serial Number and title of 1997-98 1998-99 1999-2000 
num- grant/appropriation Amount I Perccn- Amount I Percen- Amount I Pcrcen-
ber tagc tage tagc 

Voted Grants -
I. 8 Elections 5.64 10 10.56 36 4 .65 7 
2. 36 Public Works - 3.4 1 6 5.40 7 6.22 7 

Buildings 
3. 37 Environment 6.06 29 7.27 45 7.51 64 
4 . 42 Miscellaneous 47 1.35 73 I 050. 76 84 171.92 38 

(Saving o f I I and 20 per ce11t occurred during 1995-96 and 
1996-97 respectively) 

5. 44 Forest Department 15.46 18 5.95 6 8.45 8 
(Saving of 11 per cent occurred during 1996-97 also) 

6. 5 1 Tamil Development - 2.60 11 5.59 19 6.47 18 
Culture 

(Saving occurred in the preceding 6 years, the percentage of 
saving ranging from 6 to 15) 

7. 54 Capital Outlay on 172.24 69 5 1.49 19 122.94 25 
Irrigation 

(Saving occurred in the preceding 20 years, the percentage of 
saving ranging from 11 to 83) 

8. 56 Capital outlay on 151.78 4 1 235.20 49 105.60 23 
Roads and Bridges 

Charged 
Appropriations -

9. 13 Administration of 1.68 11 1.13 6 1.00 5 
Justice 

(Saving occurred in preceding 4 years. the percentage of saving 
ranging from 5 to 11) 

IO. 30 Welfare of the 5.78 100 4.49 100 4.00 100 
Scheduled Tribes 
and Castes, etc. 

(Saving occurred in preceding 4 years, the percentage of saving 
ranging from 49 to 99) 

I I. 36 Public Works - 0.16 55 0.06 22 0.06 2 1 
Buildings 

(Saving of 6 per ce11t occurred during 1996-97 also) 
12. 41 Pensions and Other 0.24 51 1.36 100 0. 12 95 

Retirement Bene fits 
(Saving of 77 per cent occurred during both the years 1995-96 and 

1996-97) 
13. 55 Capital Outlay on 1.08 55 0.25 23 0.27 28 

Public Works -
Buildings 

(Saving occurred in precedi ng 6 years, the percentage o f saving 
ranging from 16 to I 00) 

14. Public Debt - Repayment 1427.89 
I 

78 883.42 41 710.53 12 
(Saving occtlrred in preceding 7 years, the percentage of saving 

ranging from 15 to 82) 

209 



Audit Report (Civil) for the year ended 31 March 1000 

Appendix VI 

(Reference: paragraph 2.3.7; page 31) 

Statement showing cases where expenditure fell short by more than Rs l crore 
each and also by 10 per cent or more of the total provision 

Ser- Number and title of Amount of saving 
ial grant/appropriation (Rupees in crore) 
Num- (Percentage of 
ber provision) 

I. 

2. 

3. 

Voted Grants -

5 

16 

23 

Stamps
Administration 

Fire Services 

Co-operation 

2.18 
(20) 

8.08 
( 13) 

9.26 
(1 2) 

2 10 

/ 

Main reasons for saving 

Saving mainly occurred under 
(a) 2030.02. 10 I.I.AA "Supply from 
Central Stamp Stores" (Rs 1.4 1 
crore) and (b) 2030.0 1.1 0 1.1. AA 
Supply from Centra l Stamp Stores 
(Rs 0.93 crore) due to non-supply of 
indent for three quarters by Nasik 
Press in principle not sending the 
indents through rail to avoid 
shortages in transit. 

Saving was part ly offset by excess 
under ' Mofussil ' (Rs 0.15 crore), 
specific reasons for which have not 
been communicated (August 2000). 

Saving mainly occurred under "Fire 
protection and control - Fire stations 
including workshops and mobile 
repair squads" (Rs I 0.97 crore), 
specifi c reasons for which have not 
been communicated (August 2000). 

Saving was partly offset by excess 
under (a) "Direction and 
Administration" (Rs 2.29 crore) 
which was to meet the expenditure 
towards opening of 2 new fi re 
stations, payment of pay and 
allowances, dearness allowance, 
festi val advance, telephone bills, 
electricity bills and purchase of 1-1 .F 
sets, Tools and plant and vehicles to 
newly opened fi re stations and (b) 
"Other expenditure" (Rs 0.36 crore), 
specific reasons for which have not 
been communicated (August 2000). 

Saving mai nly occurred under 
" Interest Incentive Schemes for 
Small and Marginal Farmers for 
prompt repayment of short term/ 
Medium-term/Medium-term 
conversion/Medium-term conversion 
rephasement loans to Primary 
Agricul ture Cooperative Banks" 
(Rs 8.00 crore), specific reasons for 
which have not been communicated 
(August 2000). 



. 2-24-36 

Ser- Number and title of Amount of saving 
ial grant/appropriation (Rupees in crore) 
Num- (Percentage of 
bcr provision) 

4. 24 

5. 25 

6. 32 

Industries 

Handlooms and 
Textiles 

Hous ing 

3.59 
( 17) 

38. 15 
( 19) 

28.64 
(27) 

2 11 

Appendices 

Main reasons for saving 

Saving main ly occurred under 
(a) "Assistance to S IPCOT towards 
capita l subsidy for setting up o f 
Industries in Backward areas" 
(Rs 7.50 crore), specifi c reasons for 
which have not been communicated 
(August 2000). Saving was partly 
offset by excess under "Assistance 
for State Industries Promotion 
Corporation o f Tamil Nadu Limited 
for Development o f Infrastructural 
fac ilities in the Export Promotion 
Industrial Park at Gummidipoondi" 
(Rs 4 .75 crore). due to increased 
expenditure for infrastructural 
faciliti es in the Export promotion 
Industrial Park at Gummidipoondi. 

Saving mainly occurred under 
(a) Rebate on sale of Handloom 
cloth (Rs 17 .43 c rore) (b) Marketing 
Development Assistance (Rs 9.45 
crore) (c) Subsidy for production o f 
contro lled dhoties and sarees 
(Rs I 0.53 crore) due to withdrawal 
of scheme of Janata subsidy by 
Government of India from the year 
1999-2000 and backlog amount for 
previous years released by 
Government of India has been spent. 
Specific reasons for saving under (a) 
and (b) have not been communicated 
(August 2000). 

Saving occurred mainly under 
" Upgradation of standards of 
Adm inistratio n recommended by the 
Tenth Finance Commission 
Assistance to Tamil Nadu Slum 
Clearance Board for Slum 
Improvement in Chennai city" 
(Rs 20 .00 crore) due to non
utilisation of funds. Saving a lso 
occurred under Tamil Nadu Rural 
Housing Scheme (Rs 9.00 crore) due 
to non-implementation of the Rural 
Housing Scheme. The Registrar of 
Cooperative Societies (Housing) 
stated that the funds have been 
diverted by Government to some 
other schemes in the Backward 
Classes Department. 
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Ser- Number and title of 
ial grant/appropriation 
Num-
ber 

7. 34 Civil Supplies 

8. 37 Environment 

9. 42 Miscellaneous 

Amount of saving 
(Rupees in crore) 
(Percentage of 
provision) 

338.5 1 
(29) 

7.51 
(64) 

171.92 
(3 8) 
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Main reasons for saving 

Saving occurred under 
"Reimbursement of losses incurred 
by Tamil Nadu Civil Supplies 
Corporation Limited for 
procurement and suppl y of food 
articles under Public Distribution 
System" (Rs 289.99 crore) due to 
decrease in provision made for the 
subsidies. 

Saving also occurred under "Feeding 
of Children in the age group 5-9 
under Puratchi Thalaivar MGR 
Noon Meal Programme - payment 
of cost to Tamil Nadu Civil Supplies 
Corporation Limited for supply of 
food articles" (Rs 48.28 crore), 
specific reasons for which have not 
been communicated (August 2000). 

Saving mainly occurred under 
"Assistance to Local Bodies for 
Environmental improvement to 
River Cauvery under National River 
Action Plan (NRA P)" (Rs 8.00 
crore), which. was attributed to the 
implementation of the above 
programme with the funds available 
w ith the Tamil Nadu Water Supply 
and Drainage Board. The saving 
was counterbalanced by excess 
under other items detailed m the 
Appropriation Accounts. 

Saving mainly occurred under 
(a) "Lumpsum prov1s1on for 
unforeseen expenditure" (Rs 249.95 
crore) due to the redistribution of 
funds under the respect ive sub-heads 
and (b) " Investors Incent ive 
Scheme" (Rs 12.67 crore) due to 
withdrawal o f Investors Incentive 
Scheme. The saving was offset by 
excess under (a) "payment of raffle 
prize money" (Rs 50.22 crore) due 
to payment of award prizes 
(b) "Amount transferred to Tamil 
Nadu Special Welfare Fund" 
(Rs 13.61 crore) due to transfer of75 
per cent of net proceeds o f Tamil 
Nadu Raffle sales to the Tamil Nadu 
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Ser- Number and title of 
ial grant/appropriation 
Num-
ber 

10. 47 

I I. 51 

12. 54 

Rural Industries 

Tamil 
Development -
Culture 

Capital outlay 
on Irrigation 

Amount of saving 
(Rupees in crore) 
(Percentage of 
provision) 

9.23 
( 10) 

6.47 
( 18) 

122.94 
(25) 
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Main reasons for saving 

State Welfare Fund (c) "Agents' 
Incentive Scheme" (Rs 4.65 crore) 
due to settlement of pending claims 
of agents incentive (d) "Rehabilita
tion of Bonded Labourers" (Rs 2.51 
crore) mainly to meet the 
expenditure towards Rehabilitation 
schemes for bonded labourers 
(e) "printing charges of Raffle 
Tickets" (Rs 1.67 crore) towards the 
expenditure on printing of additional 
Raffle Tickets and (f) "Special 
Provident Fund- cum-Gratuity 
Scheme for Aided Educational 
Institutions controlled by the 
Director of Elementary Education" 
(Rs 19.15 crore), specific reasons for 
which have not been communicated 
(August 2000). 

Saving mainly occurred under 
"Assistance to Tamil Nadu Industrial 
Investment Corporation towards 
share capital subsidy to Industrial 
units" (Rs 9.00 crore), specific 
reasons for which have not been 
communicated (August 2000). 

Saving mainly occurred under 
(a) "Pension to the persons who have 
rendered meri torious service for the 
preservation and promotion of Tamil 
Language, Literature and Culture" 
(Rs 3. 19 crore) and (b) "Tamil 
University, Thanjavur" (Rs 2.38 
crore). Specific reasons for saving 
under (a) and (b) have not been 
communicated (August 2000). 

Saving mainly occurred under 
" Interest charges" (Rs 123.41 crore) 
due to non-adjustment under the 
head though Supplementary grant 
obtained in March 2000. was towards 
interest charges on Major Works on 
Irrigation. Saving was partly offset 
by excess under "Modernisation and 
Rehabilitation of Cumbum system 
under Water Resources 
Consolidation Project (WRCP) 
Stage II" (Rs 0.42 crore). .. 
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Ser- Number and title of Amount of saving 
ial grant/appropriation (Rupees in crore) 
Num- (Percentage of 
ber provision) 

13 56 Capital outlay 
on Roads and 
Bridges 

Charged Appropriations -

14. 30 

15 . 

Welfare of the 
Scheduled 
Tribes and 
Castes, etc. 

Public Debt -
Repayment 

105.59 
(23) 

4.00 
(1 00) 

710.53 
( 12) 

2 14 

Main reasons for saving 

Saving mainly occurred under (a) 
" Improvements to Rural roads wi th 
loan assistance from National 
Agricultural Bank for Rural 
Development (NA BARD)" 
(Rs 2 1.69 crore) (b) " Margin 
Money to Chennai Metropolitan 
Development Authority for 
improvement to Radial roads with 
Housing and Urban Development 
Corporation (HUDCO) Loan 
Assistance" (Rs 20.35 crore) 
(c) "Tamil Nadu State Highways 
Project" (Rs 18.47 crore) 
(d) " Improvements to Bus Routes 
with loan assistance from 
NABARD" (Rs 16.48 crore) 
(e) " Improvement to Rural roads 
with Loan assistance from 
NABARD under Special Component 
Plan" (Rs 12.01 crore) (f) "Margin 
money to Tamil Nadu State 
Construction Corporation Limited 
for construction of bridges with 
HU DCO loan assistance" (Rs 11 .04 
crore) (g) " Rural roads in Marketing 
Centre" (Rs 3. 77 crore) and 
(h) " Distric t and other Roads under 
Special Component Plan" (Rs I. I 0 
crore). Specific reasons for saving 
under (a) to (h) have not been 
communicated (August 2000). 

Saving occurred under " House sites 
for Adi-Dravidars" (Rs 4.00 crore), 
specific reasons for which have not 
been communicated (August 2000). 

Saving occurred under (a) "Ways 
and Means Advances from the 
Reserve Bank of India" (Rs 512.95 
crore), (b) "Overdraft from the . 
Reserve Bank of India" (Rs 182 .94 
crore) which was attributed to less 
availing o f Ways and Means 
Advances and Overdraft than 
anticipated. 
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Appendix VII 

(Reference: paragraph 2.3.8;page 31) 

St:itement showing cases where substantial surrenders were made during the 
year 

Serial Number and title Name of the scheme 
number of Grant (Head of Account) 

I) Debt charges Interest on Deposits of Tamil Nadu 
Water Supply and Drainage Board. 
(2049-60-1 0 I- I-AU) 

Amount of 
Surrender 
(Rupees in 
lakh) 

300.00 

Percentage 
of 
Surrender 

JOO 

The Interest could not be paid due to non-receipt of the TA 22 extract from the respective 
PAOffreasury Officer. Hence, the entire provision of Rs 300 lakh was surrendered. 

2) I 7 Education Upgradation of standards of 
Administration recommended by the 
I 0th Finance Commission -
Additional facilities for upper Primary 
Schools (2202.01.800.Jl.JZ) 

237.9I 79 

As against the financial sanction of Rs 248.39 Jakh, the balance available during 1999-2000 was 
Rs 62.09 lakh only under the scheme of providing toilet facil ities for girls in Higher Elementary 
schools. However, Rs 300 Jakh had been provjded in BE for I 999-2000. As the financial sanction 
relating to I 999-2000 is only Rs 62.09 Jakh, the provision made in Budget Estimate is in excess to the 
requirements and therefore surrendered in reappropriation. 

3) 17 Education 
/ 

Yocationalisation of Higher 
Secondary Education 
(2202.02.800.YI.UA) 

1826.26 100 

The Government of Tamil Nadu had instructed (February I 999) the Director of School Education that 
the salary and other a llowances of the Vocational Staff so far claimed under the sub-head of account 
2202.02.800.UA have been brought under 2202.02. I 09.1.AA (for G overnment Secondary/Higher 
Secondary School) and 2202.02. I I 0.AA (for Aided Schools) with effect from I April 1998 and 
accordingly, the amount provided was surrendered in March I 999. However, a sum of Rs 1826.26 lakh 
was provided in Budget Estimate for I 999-2000 by the Government and the same was surrendered. 

4) 20 Agriculture Implementation of the scheme on 
"Commercial Floriculture" 
(2401.00. J 19.111.SE) 

37.72 62 

In anticipation of obtaining administrative approval from Government of India, an amount of Rs 60.72 
lakh was provided in Budget Estimate for I 999-2000. But, administrative approval was received for 
only Rs 23.00 Jakh from Government of India. Hence, excess provision of Rs 37.72 lakh made in 
Budget Estimate was surrendered. 

5) 25 Handlooms 
and Textiles 

Subsidy for production of controlled 
dhoties and sarees (285 I .00. I 03.1.AJ) 

1053.17 88 

Surrender was due to withdrawal of the scheme of Janata subsidy by Government of India from the 
year 1999-2000. 
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Serial Number and title Name of the scheme 
number of Grant (Head of Account) 

6) 27 Rural Integrated Rural Development 

7) 

Development Programme under Specia l Component 
Plan (2501.01.789.11.JB) 

27 Rural 
Development 

Million Wells Scheme under Special 
Component Plan (2505.01.789.11.JC) 

Amount of Percentage 
Surrender of 
(Rupees in Surrender 
lakh) 

1417.86 79 

373.44 100 

Due to introduction of new scheme viz., "Swamajayanthi Gram Swarozgar Yojana" (SGSY), 
Government of India, by merging the existing schemes, viz ., Integrated Rural Development 
Programme, Training of Rural Youth in Self-employment, Development of Women and Children in 
Rural Areas, Ganga Kalyan Yl>pna and Million Wells Scheme with effect from I April 1999 (vide 
G.0.Ms.No. 137, Rural Development Department, dated 2 1 July 1999), the amounts provided for the 
above schemes were transferred to the new scheme SGSY under 250 l.01. 800.11 .JB. 

8) 27 Rural 
Development 

Assistance to Local Bodies for District 
Decentralised Plan (2515.00.1 0 1.11.JF) 

3300.00 94 

Out of Rs 3500 lakh provided, Rs 3200 lakh were reallocated to Member of Legislative Assembly 
Constituency Development Scheme based on Government orders issued in April 1999. Subsequently , 
Rs I 00 lakh were also diverted to State Planning Commission towards staff cost for District Planning 
Cell personnel. 

9) 29 Social Welfare Cash assistance to pregnant women 
below poverty line.(2235 .02. l 03.I.AZ) 

The entire provision was surrendered due to discontinuance of the scheme. 

IO) 3 1 Welfare of the 
Backward 
Classes, Most 
Backward 
Classes and 
Denotified 
Communities 

House sites for forward communities 
who live in the vi llage below poverty 
line under the control of Director of 
Backward Classes and Minorities 
Welfare (2235.60.200.11.JM) 

6 10.05 100 

235 .25 78 

Out of a provision of Rs 300 lakh, Rs 64 .75 lakh was only utilised for the above scheme and the 
balance amount of Rs 235.25 lakh was rea llocated to other schemes viz. , Heavy Vehicle Driver 
Training - Rs 206.25 lakh and Job Oriented Intensive Computer Training - Rs 29 lakh. 

11) 32 Housing Upgradation of Standards of 
Administration recommended by the 
T enth Finance Commission -
Assistance to Tamil Nadu Slum 
Clearance Board for slum 
improvement in Chennai city 
(221 7.04 .19 1.11.JQ) 

2000.00 67 

Though the Tamil Nadu Slum Clearance Board proposed Rs 18 crore for the implementation of the 
above scheme, a sum of Rs 30 crore was provided in the Budget Estimate. The Tami l Nadu Slum 
Clearance Board stated (February 2000) that the construction of on ly 3,084 out of 6,500 houses could 
be completed during the project pe riod 1996-2000 due to delay in alienation of land, approval o f layout 
and finalisation of tenders, etc. 
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Serial Number and title Name of the scheme 
number of Grant (Head of Account) 

12) 37 Environment Assistance to Local Bodies for 
environmental improvement to River 
Cauvery under National River Action 
Plan (3435.04.103.Yl.UA) 

Amount of 
Surrender 
(Rupees in 
lakh) 

800.00 

Appendices 

Percentage 
of 
Surrender 

100 

The Director of Environment in May 2000 stated that provision was made in Budget Estimate for 1999-
2000 by anticipating clearance of Detailed Project Report for Sewage Treatment Plant from GO! . 
However, the National River Conservation Directorate, Ministry of Environment and Forests was 
considering various technology options for treatment of sewage including waste stabilisation pond 
technology. Hence, deta iled project reports were sent to Government of India in June-July 1999. As 
the approval of detailed project reports have not been received, the entire provision was surrendered. 

13) 54 Capital outlay Strengthening of Baby Dam 102.00 100 
on Irrigation (4701.01.20 1.11.JF) 

The Department stated (July 2000) that the work could not be taken up during 1999-2000 due to 
objection raised by the Chief Engineer (Design and Research/PWD) of the Government of Kerala and 
pending a court case in High Court of Kerala. Without getting clearance from Kerala Government, the 
bid proposals duly recommending lowest evaluated bid (valid upto 9 September 1998) was forwarded 
to Government, Public Works Department (in July 1998 itself). This was withdrawn in reappropriation 
as concurrence has not been received from Kerala Government till March 2000. 

14) 56 Capital outlay 
on Roads and 
Bridges 

Special Bridges Schemes 
(5054.04.800.11.JL) 

598.47 96 

The Department stated (July 2000) that though estimate for the construction of high level bridge at 
Singarathope was sanctioned during July 1998, since alternate design was considered in September 
1999, tenders could be final ised only in December 1999. This resulted in huge surrender. 

15) 56 Capital outlay Construction of under-bridge at the 250.00 
on Roads and junction of Pondy Krishnagiri Road 
Bridges under Economic Inter-state 

importance (5054.05 .337.11.JA) 

50 

The surrender was due to non-acquisi tion of land for the bridge works in . Rotary portion and also due to 
stay order obtained by the postal authorities against demolishing the postal buildings. 

16) 60 Miscellaneous Budgetary support to Tamil Nadu 600.00 100 
capital outlay Slum Clearance Board - Resettlement 

and Rehabilitation of slum dwellers 
under Chennai Flood Relief Project 
(4216.80.190.11.JA) 

The Tamil Nadu Slum Clearance Board stated (August 2000) that it was programmed to complete 984 
houses at Okkium Thoraipakkam - (Phase II). As the funds received from the Chennai Metropolitan 
Development Authority was found to be adequate to complete the construction of 984 houses, the 
provision made by the Government was not utilised. Hence, surrendered. 

17) 60 Miscellaneous Share capital assistance to Tamil Nadu 10000.00 I 00 
capital outlay Electric ity Board (4801 .80.10 I .I.AB) 

The entire provision was surrendered due to reclassification and shown under 4801.80.10 l.JA - Share 
Capital ass istance to Tamil Nadu Electricity Board in March 2000. 
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Appendix VIII 

(Reference: paragraph 2.3.9; page 31) 

Excess/Unnecessary/Insufficient Reappropriation of funds 

(Rupees ii\ lakh 

Serial Grant Number and Head·of Account Reappropriation Final Excess(+)/ 
number title of Grant I Saving(-) 

Appropriation 

I. 4 General Sales tax 2040.10 1.I.°AB (-) 2.22 (-) 801.50 
and other Taxes and 

r Duties -
Administration 

2. Debt Charges 2049.0 I. I 0 I.I.AB (-) 4789.03 (+) 200.55 

3. 2049.0I.I01.1.AJ (+) 0.02 (+) 108.89 

4. 2049.01. 101.1.BD (-) 184.75 (+) 182.10 

5. 2049.0 1.200.1.AX (+) 360.25 (-) 427.92 

6. 2049.03.104.1.AA (+) 4906.68 (+) 126.52 

7. 2049.60.10 1.1.AE (-) 848.67 (+) 572.35 

8. 8 Elections 2015.103 .1.AA (-) 0.9 1 (-) 38 1.10 

9. 2015. 1 OS.I.AB (+) 3.94 (-) 113. 12 

10. 11 District 2053.094.1.AC (+) 74.38 (-)604.29 
Administration 

II . 2053.094.1.AN (-) 0.59 (+) 384.87 

12. 2054.097.1.AA (-) 16.7 1 (-) 129.42 

13. 15 Police 2055.00 I. I.AA (-) 25 1.02 (-) 372.92 

14. 2055. 101.1.AA (+) 16.64 (-) 246.4 1 

15. 2055. I 04.1.AG (+) 28.84 (-) 150.25 

16. 2055.104.1.AR (-)454. 12 (-) 447.47 

17. 2055. 108.1.AB (-) 9.75 (-) 676.28 

18. 2055.108.1.AC (+) 1.59 (-) 457.41 

19. 2055. 108.1.AD (-)2.3 1 (-) 476.08 

20. 2055.109.1.AA (+) 1868.19 (-) 359.65 

21. 2055. l 09.1.AL (-)43.02 (+) 149.39 

22. 2055. 11 5.1.AA (-)46.36 (-) 160. 19 

23. 2055. 115 .1.AE (-)231.00 (-) 308.9 1 

24. 17 Education 2059.01.053.1.AR (-) 461.14 (+) 274.21 

25. 2059.0 1.053.I.AS (+) 485.50 (-) 123.57 

26. 2202.0 I. I 0 I.I.AA (+) 359.73 (-) 1008.67 

27. 2202.0 I. I 0 I.I.AB (+) 525.04 (+) 6 12.49 

28. 2202.0 I. I 0 I.I.AC (+) 4430.28 (+) 8490.23 

29. 2202.0 I. I 02.1.AD (+) 4609.99 (+) 3961.71 

30. 2202.0 I . I 02.11.JA (+) 10.77 (+)326. 13 
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(Rupees in lakh) 

Seria l Grant Number a nd Head of Acco unt Reappropriation Final Excess(+)/ 
number title of Gran t I Saving(-) 

Appropriation 

3 1. 2202.0 1.102.11.J L (+) 778.57 (-) 778.58 

32. 2202.0 I. I 04.1.AA (+) 2294.20 (-) 1890.53 

33. 2202.0 I. I 08.11.JC (-) 4 19.00 (-) 187.82 

34. 2202.0 1.800. 111.SA (+) 1141.15 (-) 339.35 

35. 2202.02. 10 1.1. AA (-) 522.56 (+) 323.57 

36. 2202.02. 109. 1.AA (+) I 0397.83 (+) 4 149.38 

37. 2202.02. l 09 .1.AB (+) 764.56 (-) 342 .7 1 

38. 2202.02.109.111.SB (-)0.0 1 (-) 16 1.08 

39. 2202.02. 110.1.AA (+) 568.95 (+)6545. 15 

40. 2202.02. 1l 0.11.JC (+) 164.40 (+) 259.89 

41. 2202.02.800.11.J B (+) 109.70 (-) 141.55 

42. 2202.02.800.11.J E (-) 1.39 (-) 105.72 

43. 2202.03. 103.1.AA (+) 2301.33 (-) 828. 14 

44. 2202.03.103.1.AB (+) 1172.52 (-) 832.01 

45. 2202.03. 104.1.AA (+) 10383.49 (-) 559.68 

46. 2203.03. 105.11.PA (+) 23.37 (-) 312.03 

47. 2225.01.789.11.JA (-) 180.00 (+) 180.04 

48. 18 Medical 22 10.0 I. I I 0.1.AA (-) 57.00 (-) 104.32 

49. 2210.01.1 10.1.AJ (-) 50.93 (-) 141.39 

50. 2210.01.110.1.AN (+)71.20 (-) 121.74 

51. 2210.01.110.1.AV (-) 10.81 (-) 120.38 

52. 22 10.0 1.110.1.AW (-) 29.74 (+) 23 7. 19 

53. 2210.05. l 05.1.AC (-) 65.90 (+) 160.02 

54. 2210.05. l 05.1.AL (-)56.21 (-) 193.32 

55. 22 10.06. 101.AG (+) 68 .34 (-) 107.89 

56. 19 Public Health 22 10.03.103 .1.81 (+) 511.08 (-) 321.43 

57. 22 10.06.10 I .VI.UA (+) 0.7 1 (-) 280.61 

58. 2211.101.111.SC (-) 3.32 (+) 118. 15 

59. 2211. 103.111.SF (-) 559.23 (-) 361.57 

60. 20 Agriculture 2401.001.1.AH (-) 156.94 (+) 155 .77 

61. 2401.108.Vl.UC (-) 294.84 (-) 490.97 

62. 240 I. I 09. 1.AK (+) 1399.00 (-) 113.34 

63. 2402 .102.11.JA (+)230.4 1 (-) 564.04 

64. 2402.102.111.SE (-) 275.56 (-) 184.98 

65 . 255 1.0 I. I 02.11.JA (-) 13 . 10 (-) 230. 18 

66. 2705. 10 I. Yl.UA (+) 34.77 (-)331.79 
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(Rupees in lakh) 

Serial Grant Number and Head of Account Reappropriation Final Excess(+)/ 
number title of Grant I Saving(-) 

Appropriation 

67. 2705. 102.Vl. UA (+ ) 165.18 (-) 646.94 

68. 2705. 107.V l.UA (-) 4.05 (-) 125.8 1 

69. 2705.108.Yl.UA (+) 2 1.06 (-) 238.13 

70. 2 1 Fisheries 2225.03.283 .11.JE (+) 3.33 (+) 173.96 

7 1. 22 Animal Husbandry 2403. 101.1.AA (-) 28.00 (-)216.34 

72. 25 Handlooms and 2235.60.200.1.CP (+) 1253.99 (-) 1999.80 
Texti les 

73. 27 Rural Development 2215.02.105.Vl.UA (+) 3.49 (-) 145.83 

74. 2236.02. I 02.1.AF (+) 11 83.58 (-) 321.28 

75. 2501.01.800.1 l.JA (-) 207.67 (+) 123.53 

76. 2515.001.1.AE (-) 808.96 (-) 236.65 

77. 2515.101.11.JF (-) 3300.00 (+) 430.96 

78. 2515 . 10 I. II.JI (+) 630.94 (-) 630.95 

79. 2515 .102.Yl.UA (+) 100.78 (-) 100.78 

80. 2515.800.11.JV (+) 3199.99 (-) 430.21 

8 1. 3604.200.11.JA (+) 2.00 (-) 664.00 

82. 29 Social Welfare 2235.60. 102. 1.AA (+) 1073.76 (-) 323.26 

83. 2235.60.200.1.AS (+) 196.70 (-) 212.85 

84. 2236.02. 10 I .I I.JN (+) 1578.10 (-) 102.68 

85. 2236.02. 10 I.Ill.SF (+) 15.09 (-) 141.34 

86. 2236.02 .102. 1.AN (-) 16 1.22 (-) 169.15 

87. 2236.02. 102.1.A Y (+)0.30 (-) 175.95 

88. 30 Welfare of the 2225.0 1.277.1.AA (+) 1291.25 (-) 169.23 
Scheduled Tribes 
and Castes, etc. 

89. 2225.01 .277.1.AE (+) 289.48 (-) 239.14 

90. 2225.0 1.283.11.J A (-) 7.05 (+) 146.35 

91. 2225.01.800.1.BI (-) 18.5 1 (-) 322.64 

92. 2225.02 .277.1.AA (+) 139.76 (-) 11 5.53 

93. 3 1 Welfare of the 2225.03.283.11.J B (-) 132.58 (-) 127.1 3 
Backward Classes, 
Most Backward 
Classes and 
Denotified 
Communities 

94. 34 C ivil Supplies 2236.02.102.1.AD (-) 3.56 (-) 271.63 

95. 2236.02.102.1.AE (-) 3676.85 (-)1150.8 1 

96. 3456.103.1.AA (-) 30499.13 (+) 1500.33 
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(Rupees in lakh 

Serial Grant Number and Head of Account Reappropriation Final Excess (+)/ 
number title of Grant I Saving(-) 

Appropria tion 

97 . 35 Irrigation 2701 .80.00 I .I.AF (+) 369.50 (-) 220.60 

98. 27 11.0 1.800.1.AF (-) 152.76 (+) 11 8.62 

99. 36 Public Works - 2059.80.00 1.1.BH (-) 1.29 (-)2 l2.26 
Bui ldings 

100. 38 Roads and Bridges 3054.03.33 7. I .AA (+) 11.76 (+) 130.25 

I 0 I. 3054.04.33 7 .I.AA (+) 93 .09 (+) 210.95 

102. 3054.04.337.1.AB (+ ) 17 1.1 0 (+) 520.35 

103. 3054.04.33 7. I.AF (-) 2000.00 (+) 11 4.50 

104. 3054.80.797.1.AA (-) 11. 12 (-) 2 19.82 

105. 4 1 Pensions and Other 2071.0 I. I 0 I.I.AA (+ ) 5 178.41 (+} 623.38 
Retirement Benefits 

106. 207 1.0 I. I 0 I .I.AI (-) 94.88 (-) 187.55 

107. 207 1.0 1.800.1.AF (-) 503.47 (+) 248.50 

108. 2235.60. 102.1.AF (-) 820.23 (+) 791.78 

109. 42 Miscellaneous 2047.103.1.AD (-) 50.01 (-) 135.99 

110. 2075.797.1.AA (+) 3749.99 (-) 2388.81 

111. 2075.800.I.GJ (+)56.18 (+) 176.00 

112. 2235 .0 I. I OS. I.AC (+) 0.75 (-) 152.5 1 

11 3. 44 Forest Department 2406.0 1.00 I .I.AB (+} 697.07 (-) 141.57 

11 4. 2406.0 I. I 02.11.PD (+) 85 .95 (-) 205.95 

11 5. 2406.0 1.105. 1.AE (-)43.1 8 (-) 169.83 

11 6. 45 Compensation and 3604. 103.1.AA (-) 375.08 (+) 1687.79 
Assignments 

11 7. 3604.200.1.AH (+) 0.0 1 (+) 117.74 

118. 47 Rural Industries 285 1.00.800.Ill.SA (-) 0.59 (-) 118.47 

119. 49 Municipal 3475. 108.11.JA (-)11. 18 (-) 280.94 
Administration 

120. 3604.200.1.AZ (-) 625.00 (+) 237.05 

12 1. 54 Capital Outlay on 4701.0 1.211.11.JA (-) 360.48 (+) 189.68 
Irrigation 

122. 4701.03.2 17.11.PA (-) 179.80 (-) 186.85 

123 . 470 1.03.248. II.PA (-) 39.20 (+) 126.78 

124. 470 1.03.255.ll.PA (+) 150.30 (-) 272.22 

125. 4701.03.255. II.PC (+) 405.54 (+) 509.93 

126. 4701.03.258.ILPC (-) 529.27 (+) 228. 17 

127. 4701.03.267.11.PA (-) 516.44 (-) 103 .51 

128. 4701.03.27 1. 11.PA (+) 968.28 (+) 546.30 
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(Ruoees in lakh) 

Serial Grant Number and Head of Account Reappropriation Final Excess (+)/ 
number title of Grant I Saving(-) 

Appropriation 

129. 470 1.03.277. 11.JA (+) 446.33 (+) 154.93 

130. 4701.03.285. 11. P A (-) 355.80 (+) 100.10 

13 1. 4702. 10 1.11.PA (+) 68.89 (-) 109.49 

132. 55 Capital Outlay on 4059.0 1.051.1.AB (+) 182 1.60 (-) 542.36 
Public Works-
Buildings 

133. 4225.80.800.11.J A (-) 262.50 (+) 186.48 

134. 56 Capital Outlay on 5054.04.337.1 1.JK (-) 260.74 (-) 308.77 
Roads and Bridges 

135. 5054.04.8QO.ll.J A (+) 488.37 (-) 200.70 

136. 5054.80.800.1 1. PB (-) 1596.69 (-) 250.00 

137. 60 Miscellaneous 4220.60. 10 I . I.AC {+) 105.21 (-) 149 .27 
Capita l Outlay 

138. 4225.02.277 .11 .J M (+) 2 .00 (+) 150.00 

139. 4225.02.277.Y l.UA (+) 209.99 (-) 300.00 

140. 4225.03 .800. lI .JD (-) 1500.00 (-) 500.00 

141. 4711.0 1.103.11. KL (-) 849.60 (-) 239.58 

142. 6 1 Loans and Advances 62 15.02. 190.11.PB (-) 2247.00 (+) 7 13 .0l 
by the State 
Government 

143. 76 10.800. 1.AB.02 (-)3 1.00 (+) 120.68 

144. 76 10.800. 1.AB.40 (-) 100.00 (+) 111.84 

145. Public Debt - 6003. 1 I 0.1.AA (-) 9013.00 (-) 4228 1.98 
Repayment 

146. 6003 . 110. 1.AB (-) 15156.29 (-) 3138.16 
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Appendix IX 

(Reference: paragraph 2.4.3; page 33) 

Rush of Expenditure 

(Ru pees in lakh) 

Serial Head of account Total Expenditure Percentage of 
num- Scheme/Service expenditure incurred in expenditure in 
bcr March 2000 March 2000 to 

total expenditure 

I. 204 1.800.1.AF 102.78 102.78 100 

2. 2047. 103. 1.AD 303. 11 177.38 59 

3. 2049.0 I. I01. 1.AJ 108.92 108.89 100 

4. 2049.03. 10 I. I.AB 1745. 70 1745.69 100 

5. 2049.03. 10 1.1.AJ 297.40 292.64 98 

6. 2049.03. 104.1.AD 167.30 167.30 100 

7. 2049.03.104.1.AJ 447.22 447. 22 100 

8. 2049.03. 104.1.AK II 148.23 11148.23 100 

9. 2049.03. 104. 1.AL 220.00 220.00 100 

10. 2049.60.10 1.1.AC 998.94 767.39 77 

II . 2049.60.10 I.I.AN 782.24 700.80 90 

12. 2049.60. 10 I.I.BG 107.22 107.22 100 

13. 2049.60. 10 I .I.CT 176.30 176.30 100 

14. 2055. 113.1. AE 337.63 172.5 1 51 

15. 2055 .11 5. 1. AE 555 .22 545.39 98 

16. 2055.800. 1.A E 499.73 336.82 67 

17. 2056.101. 11 .JA 225.48 139.72 62 

18. 2058. 10 I. I.AA 2 178.08 1196.3 1 55 

19. 2059.0 1.053.1.AS 598.28 344.80 58 

20. 2070. 108. IUA 136.90 11 5. 14 84 

2 1. 2075. 103.1.AA 284.61 2 18. 87 77 

22. 2202.0 I. I01. 11.JA 280.03 257.89 92 

23. 2202 .0 I. I 08.1 I.JC 11 45.49 11 40.32 100 

24. 2202.02. 109. 11.JX 1727.83 1146.46 66 

25. 2202.03. 102.1.AA 865 .99 608.07 70 

26. 2202 .03. 102.1. AF 122.64 115.40 94 

27. 2203. 11 2.Jl.J B 273. 10 2 14.06 78 

28. 22 10.0 I. I 09. 1.AB 30 1.1 2 300.00 100 

29. 22 10.0 1.1 10. 1.CQ 3074.00 1768.40 58 

30. 22 10.0 1.1 10.11.JJ 320.88 223.49 70 

31. 22 10.03. 103.1 .BL 1082.39 622.36 58 
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(Rupees in lakh) 

Ser- Head of account Total Expenditure Percentage of 
ial Scheme/Service expenditure incurred in expenditure in 
num- March 2000 March 2000 to 
ber total expenditure 

32. 2210.03 .11 0.1.BR 25 1.25 178.9 1 71 

33. 2210.06. I 0 I .II .JU 193.60 193.60 100 

34. 2210.06. 10 l.YI.UG 35 1.40 276.90 79 

35. 221 1.200.11.JD 239.80 194.85 8 1 

36. 2211.200. 111.TP 762.88 430. 13 56 

37. 22 15.01 .102.11.PC 652.23 431.59 66 

38. 2215.01.190.Yl.UB 457.74 457.74 100 

39. 2215.02.105.YJ.UA 1308.76 894.27 68 
•, 

40. 2216.80.103.1.AJ 335.20 222.88 66 

41. 22 I 7.01.191.IT.PC 1018.00 1001.88 98 

42. 2217.03.19 1.YI.UA 227.44 227.44 100 

43. 2225.01.277 .11.JX 200.00 200.00 100 

44. 2225. 01.277 .Il.JY 200.00 200.00 100 

45. 2225.0 1.283.II.JA 1361.58 758.06 56 

46. 2225.01.789.11.JA 775.04 775.00 100 

47. 2225.0 1.800.II.JI 147.93 107.73 73 

48. 2225.02.796.11.JI 128.40 128.40 100 

49. 2225.02 .800.1.AA 183.41 120.65 66 

50. 2225.03.277.1.BN 141.37 139.01 98 

51. 2225.80.800.II.JF 1556. 18 1023.59 66 

52. 2230.0 1.111.I.AD 2252.00 1752.00 78 

53. 2235.02.101.1.88 126.30 123.30 98 

54. 2235.02.102.1.BJ 225.00 225.00 100 

55. 2235.60. 110.1.BU 2614.88 2330. 10 89 

56. 2235.60.200.1.BK 1497.40 1203.25 80 

57. 2235.60.200.l.BL 242.97 142.25 59 

58. 2401. 108.VI.UC 192.43 125.68 65 

59. 2401.1 10.H.JB 442.78 442.78 100 

60. 2401. I 14.Yl. UE 157.08 124.03 79 

6 1. 2401.119.Yl.UC 1111.64 581.29 52 

62. 2401.800.1.AT 82605.00 82605.00 100 

63. 2403.1 13 .111.SB 177.58 168. 15 95 

64. 2415 .01.004.ll.JH 132.28 122.88 93 

"65. 2415 .01.120.11.PC 1876.80 1234.00 66 

66. 2425.108 .1.AH 800.00 800.00 100 

67. 2501.800.11.JA 2 18.75 125.75 57 
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(Rupees in lakb) 

Ser- Head of account Total Expenditure Percentage of 
ial Scheme/Service expenditure incurred in expenditure in 
num- March 2000 March 2000 to 
ber total expenditure 

68. 2506.103.11 1.SA 217.95 170.02 78 

69. 2515 .800.11.JZ 202.11 202. 11 100 

70. 2851.103.1.A W 417.68 395.00 95 

7 1. 285 1.1 03.111.SG 210.00 207.16 99 

72 . 2851. 103. YI. UA 274.44 274.44 100 

73 . 2851.103. Yl.UG 278.49 242.31 87 

74. 285 1.105.1.AB 212.90 2 12.90 100 

75 . 2851.792.1.AA 296.05 296.05 100 

76. 2885 .0 I. I 0 I .II.J D 441.95 250.00 57 

77. 3054.04.337.l.AG 538.89 446.26 83 

78. 3054.80.800.1.AE 315.99 176.14 56 

79. 3475.108.11.JB 112.52 11 2.52 100 

80. 3475.800.11.JF 166.05 154.05 93 

81. 3604. 10 I. I.AA 142.93 113.44 79 

82 . 3604.200.1.A B 119.65 11 7.32 98 

83. 3604.200.11.JA 652 1.00 5264.30 8 1 

84. 4059.01.051 .11.JW 240.02 192.38 80 

85. 4059.01 .051. 11.KB 356.54 35 1.33 98 

86. 421 1.1 08.111.SB 120.00 120.00 100 

87. 4211.108.111.SC 108.28 108.28 100 

88. 4217.190.11.JA 1596.00 1596.00 100 

89. 4217.800.11.JB 227.72 142.8 1 63 

90. 4225.01.1 90.11.J E 331.50 33 1.50 100 

91. 4225.02.277.11.JM 252.00 150.00 60 

92. 4551.01. 106.11.JB 2 11.67 107.85 51 

93. 4711.01.103.11. KL 4 13.44 407.45 99 

94. 480 I.I01.11.JA 7500.00 7500.00 100 

95. 5054.04.800.11.J A 537.33 282.82 53 

96. 5054.05.337.Vl. UA 420.25 246.53 59 

97. 6003. 104.1.AA 284.68 284.68 100 

98. 6003. 104.1.AB 106.67 106.67 100 

99. 6003.105.1.AA 424.43 424.43 100 

100. 6003.105 .1.AC 386.68 386.68 100 

10 I. 6003.109.1.AH 259.56 259.56 100 

102. 62 15.01. 190.l.AA 242.22 242.22 100 

103. 62 15.0 1.1 91.11.JC 1000.00 1000.00 1-00 
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Ser- Head of account Total Expenditure Percentage of 
ial Scheme/Service expenditure incurred in expenditure in 
num- March 2000 March 2000 to 
ber total expenditure 

104. 6215.02.190.11. PB 5253.00 3378.00 64 

105. 62 17.03. 19 1.lll.SA 257.33 257. 33 100 

106. 64 16. 195.11.J B 598. 16 598. 16 I 00 

107. 6852.02. 190. 1.AE 170.56 170.56 100 

Total 152975.20 
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Appendix X 

(Reference: pa ragraph 2.6 (a) ; page 36) 

Statement showing grant-wise details of expenditure incurred on schemes which 
constituted New Service/New Instrument of Service met by token provision and 

through reappropriation 

upees m a l (R . I kl ) 

Serial Grant/ Head of account Budget Reappro- Expenditure 
number Appro- Scheme/ Service provision priation 

priation 
I. Debt 2049.0 I.I 0 1. 1.AJ 0.01 0.02 108.92 

Charges Tamil Nadu Government 
4.5 per cenr Loan, 1974 

2. Debt 2049.60. 10 I. I.AF 0.01 (-) 0.01 22.07 
Charges Interest on Deposits of 

Chennai Corporation 
3. Debt 2049.60.10 I .I.AO 0.01 (-) 0.01 21.32 

Charges Interest on Deposits of Tamil 
Nadu Newsprints and Papers 
Limited 

4. 42 2235.60.200.I. BX 0.0 1 (-) 0.0 1 28.72 
Relief and Rehabil itat ion 
measures to the Tamil ians .. 

from Bombay arnvmg 
affected by violence 

5. 60 4408.0 I. I 0 I .II.JS 0.01 86.99 87.00 
Share capital contribution to 
Tamil Nadu Civil Supplies 
Corporation Limited 

6. 60 42 17.60. 190.11.J A 0.01 - 55.36 
Mass Rapid Transport 
System (MRTS)- Phase II 

7. 60 5452.0 I. I 0 I .II.JG 0.01 14. 15 14.16 
Lumpsum provision for 
Centrally Assisted Touri sm 
Promotion Schemes 

Total 337.SS 
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Appendix XI 

(Reference: paragraph 2.6 (a); page 36) 

Statement showing grant-wise details of expenditure incurred on schemes which 
constituted New Service/New Instrument of Service 

Ser
ial 
Num
ber 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Grant/ 
Appro
priation 

9 

11 

20 

20 

20 

25 

27 

27 

27 

Head of account 
Scheme/Service 

2070.105.1.BI 
One man commission under 
Justice Thiru S. Mohan, 
Retired Judge of Supreme 
Court to examine the claims 
of higher compensation in 
connection with damages 
with violent incidents after 
assassination ofThiru Rajiv 
Gandh i 

2053.094.1.CT 
Establishment for acquisition 
of land to set up a foundry 
grade PIG - IRON Project 

2551.0 I. I 0 I.I fl.SR 
Provision of infrastructural 
faci lities at State Farms, 
Orchards 

2551.0 I. I 03.111.TH 
Construction of ponds for 
minor irrigation facil ities 
under Western Ghat 
Development Programme 

2401.793.11.JA 
Increasing the production of 
Oil Seeds 

285 1.103. 111.SO 
Implementation of Integrated 
Handloom Village 
Development Programme 

25 15.800.11.JR 
Construction of exhibition 
containing constructive 
programmes of Mahatma 
Gandhi at Gandhigram 

2515.00 1.11.JA 
New Divisional Development 
Offices 

3604. 10 1.1.AB 
Matching grant to town 
panchayac on account of 
collections of tax on 
Agricul tural land 
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Budget 
provision 

Rcappro
priation 

(Rupees in lakh) 

Expenditure 

12.40 

92.86 

16.77 

15.59 

12.76 

14.81 

519.22 

266.6 1 

89.36 
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(Rupees in lakh 

Ser - G rant/ Head of account Budget Reap pro- Expendit ure 
ial Appro- Scheme/Ser vice provision priation 
Num- priation 
ber 

10. 27 2515. 102.LAC 32.74 
Provision for street lights to 
weak Panchayats 

11 . 27 25 15.800.JI.JA 31.00 
Sa mm elans 

12. 27 2515.800.II.JO 26.81 
Integrated Development of 
Adi Dravidar Habitations 

13. 27 25 15.102.11.KA 16.25 
Assistance to weak 
panchayats for provision of 
street lights 

14. 29 2236.02. 10 I .I .AF 42.06 
Nutrition Delivery Services 

15. 29 2235.60. 102.1.AI 16.76 
Pensions to distinguished 
persons and their dependants 

16. 29 2235.02. 102. LAA 13.13 
Care of pre-school children 
in the age group of 2 to 5 
years 

17. 30 2225.02.800.1.AA 184.21 
Payments for funeral rites 

18. 30 2225.01.277.l.AF 37.95 
Opening and maintenance of 
Government Residential 
Schools 

19. 31 2225 .03.277 .11.JD 23.03 
Construction of Hostels for 
Scheduled Castes 

20. 3 1 2225.03.277.11.JU 13.31 
Addi tional cost on account of 
increased rates of food 
charges 

21. 32 22 16.80.800.11.JM 50.00 
Payment to Housing and 
Urban Development 
Corporation Limited towards 
processing and 
Administrative fees for the 
Loans obtained for 
Government servants House 
Building Advances Scheme 

22. 4 1 2235 .60.102.1.AL 17.35 
Presentation of mementoes to 
Freedom fighters 
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(Rupees in lakh) 

Ser- Grant/ Head of account Budget Reap pro- Expenditure 
ial Appro- Scheme/Service provision priation 
Num- priation 
ber 

23. 45 3604.200.1.AB 119.65 
Payments to lnamdars and 
other guarantee 

24. 47 285 1.102.11.Kl\ 14.39 
Assistance to Tamil Nadu 
Industrial Investment 
Corporation towards State 
Capital subsidy to Industrial 
Units 

25. 49 3604.200.1.AU 51.06 
Compensation grant in lieu 
of surcharge on sales tax to 
Village Panchayats 

26. 49 3604.200.1.AT 16.00 
Compensation grant in lieu 
of surcharge on sales tax to 
Corporations, Municipalities, 
Town and Village Pancha-
ya ts 

27. 55 4059.0 1.05 1.IJ.KA 45.16 
Upgradation of standards of 
Administration 
recommended by the Tenth 
Finance Commission - Jail 
Department 

28. 55 4059.01.051.11.KC 55.38 
District Administration 

29. 55 4059.01.800. Vl.UW 134 .65 
Add- Percentage charges for 
establishment transferred 
from Major Head 
"2059. Public Works" 

30. 55 4202.02.799.1.AA 42. 15 
Suspense Account 

3 1. 55 440 1.800.1 l.JA 17.69 
Add - Percentage charges for 
Mach inery and Equipment 
transferred from Major Head 
"2059. Public Works" 

32. 55 4406.01.800. 11.J F 16.57 
Add - Percentage charges for 
Estab lishment transferred 
from Major Head 
"2059. Public Works" 

33. 55 421 0.0 I. I 10.1.AA 11.27 
Buildings 
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(Rupees in lakh 

Ser- Grant/ Head of account Budget Reap pro- Expenditure 
ial Appro- Scheme/Service provision priation 
Num- priation 
ber 

34 . 59 485 1.102.1 I.KK - - 50.00 
Tra ining-cum-Production 
cenrre for Scientific G lass 

35 . 60 47 11.02. 103.11.JD - - 16.94 
Construction of wall a long 
Arabian Sea in Kanyakumari 
Di strict 

36. 61 76 10.202.11.PC - - 239.70 
Loan to fie ld staff under 
Agricultural component o f 
World Bank ass istance to 
Tam il Nadu Agricultural 
Development Project for the 
purchase o f motor cycle/ 
Scooter/ Moped controlled 
by the Director o f Agricul-
tu re 

37. 6 1 76 10.800.1.AB( 12) - - 178. 11 
Loans for marriages 

Total 2553.70 
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Appendix XII 

(Reference: paragraph 2.6 (a); page 36) 

Statement showing grant-wise details of expenditu re incurred on schemes which 
constit uted New Service/New Instrument of Service met by reappropriation 

(R . I kl ) upees m a l 

Serial Grant/ Head of account Budget Reap pro- Expenditure 
num- Appro- Scheme/Service provision priation 
ber priation 

I. 14 2056. 10 I.I I I.SA - 32.44 32.44 
Modernisation of prisons 

2. 54 470 1.03.3 14.11.JA - 10.00 11 .25 
Reservoir 

3. 54 4701.03 .300.11.JA - 2.28 10.39 
Formation of a Reservoir 
across Varattar Reservoir 

4. 60 47 11.02.103.Vl. UA - 14.41 19.42 
Anti-sea erosion works m 
Ennore Express way 

5. 60 47 11.0 1.103.11.KJ - 14.00 13.26 
River improvements to 
protection walls of Adyar 
river 

Total 86.76 
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Appendix XIII 

(Reference: paragraph 2.6 (b ); page 36) 

Statement showing the grant-wise details of schemes assisted by Central 
Government, where only token provision was made in the Budget Estimates 

(R . I kh) upees m a 

Ser- Grant/ Head of account Budget Reap pro- Expenditure 
ial Appro- Scheme/Service provision priation 
num- priation 
her 

I. 17 2202.02. 109. 111.SA 0.0 1 (-)0.01 23.24 
lmprovemerit o f Science 
Education in High/Higher 
Secondary Schools 

2. 40 2245 .02. 107. 1.AA 0.01 - 28.2 1 
Assistance for repairs and 
restoration of damaged 
Government Office Buildings 

3. 58 455 1.0 I. I 06.lll. SN 0.01 (-) 0.0 1 71.98 
Afforestation for Eco-
development, Eco-restoration, 
Eco-preservation, Conservation 
of nature reserves and 
monitoring of Forestry schemes 
in Tirunelveli , Madurai , 
Coimbatore and Kanyakumari 
Districts 

4. 58 4551 .60. 106.II l. SB 0.0 1 (-) 0.01 13.93 
Forestry Programme including 
communication under Hill Area 
Development Programme 

Total 137.36 
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Appendix XIV 

(Reference: paragraph 2.8; page 37) 

Shortfa ll/Excess in recoveries exceeding Rs l crore 

(R upees in crorc} 

Serial Number and Estimated Amount of Main reasons for the 
Num- title of grant Recovery excess (+)/ excess/shortfall 
bcr shortfall (-) 

as compared 
to estimates 

I. 8 Elections 0.04 (+) 2.36 Mainly due to 
substantial recovery 
made under the head of 
account 
"20 15.105.1.AB. 
Election to Lok Sabha". 

2. 11 District 6.81 (+) 1.86 Mainly due to more 
Administra- recovery made under the 
ti on head of account 

"2053.094.1.AG. 
Establishment for 
acquisition of Land for the 
Tamil Nadu Housing 
Board". 

3. 12 Adminis- 15.97 (+) 18.69 Mainly due to more 
tration of the adjustment made under 
Tamil Nadu "Tamil Nadu Hindu 
Hindu Religious and Charitable 
Religious Endowment Fund". 
and 
Charitable 
Endowments 
Act, 1959 

4. 15 Police 8.07 (+) 8.73 Mainly due to more 
recovery made under the 
heads of account 
"2055.108.I.AB. Law and 
Order", "2055. 109.1.AA. 
District Police" and 
"2055. l 09. I.AL 
Commissioner of Police in 
Districts". 

5. 17 Education 34.76 (+) 17.01 Mainly due to more 
recovery under the heads 
of account 
"2202.0 I. I 0 I. I.AC. 
Salaries to Panchayat 
Union Elementary School 
Teachers", 
"2202.01.102.11.JA 
Additional Enrolment of 
Pupils of the age group 6 
to 1 J" and 
"2202.02. I 09.1.AA. 
General". 
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(Rupees in crore) 

Serial Number a nd Estimated Amount of Main reasons for the 
Num- title of gran t Recovery excess(+)/ excess/shortfall 
ber shortfall (-) 

as compared 
to estimates 

6. 20 Agriculture 34.62 (-) 26.43 Main ly due to less 
recovery made under the 
heads of account relating 
to procurement and 
distribution of paddy and 
millet seeds, various soil 
conservation works and in 
various Command Area 
Development 
Programmes. 

7. 28 Labour 0.72 (+ ) 6.85 Mainly due to more 
including recovery made under the 
Factories heads of account 

"2230.0 I. I 03.AG. Social 
Security Scheme for 
unorganised labourers 
below poverty line" and 
" 2230.0 1.1 11.1.AE. 
Financial assistance to the 
workers a ffected due to 
the closure of facto ries". 

8. 29 Social 0.79 (+) 4.71 Mainly due to more 
Welfare recovery made under the 

heads of account 
"2235.60.800.1.AA. 
Lumpsum provis ion for 
Dearness Allowance and 
other allowances" and 
"2235 .60.800.AJ. 
Reimbursement of loss 
due to issue o f bus passes 
to freedom fighters". 

9. 30 Welfare of 0.97 (+) 9.93 Mainly due to more 
the recovery made under the 
Scheduled head of account 
Tribes and "2225.0 1.277.111. SA. 
Castes, etc. Educational Concessions 

and adjustment made 
under Tamil Nadu Special 
Welfare Fund" against 
"Nil" Budget Est imate. 

10. 3 1 Welfare of 0 .50 (+) 1.85 Mainly due to recovery 
the made under the head of 
Backward account re lating to "post 
C lasses, Matric scholarships to 
Most Backward Classes and 
Backward Most Backward Classes" 
Classes and against "Nil" Budget 
Denotified Esti mates. 
Communities 
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(Rupees in cr ore) 

Ser ial Number a nd Estimated Amoun t of Main r easons for the 
Nu m- title of grant Recovery excess(+)/ excess/sho rtfa ll 
be r shor tfall (-) 

as com pared 
to estimates 

1 I. 32 Housing 0.04 (+) 1.40 Mainly due to recovery 
made unde r the Head of 
Account "2216.80.800. 
11.JF. Assistance For 
reconstruction of fu lly 
damaged houses other 
than in Flood/Cyclones" 
against "Nil" budge t 
Est imates and adjustment 
made under "Tamil Nadu 
Specia l Welfare Fund" 
against " Ni l" Budget 
Est imates. 

12. 35 Irrigation 24.00 (+ ) 31.55 Mainly due to adjustment 
made towards 
Establishment charges 
transferred o n pro-rata 
basis from "2701 . Major 
and Medium Irrigation" 
against "Ni l" Budget 
Estimate. 

13. 36 Public 27.48 (+) 2.85 Mainly due to more 
Works - adjustment made towards 
Bui ldings Establishment charges 

transferred on percentage 
basis to various Capital 
Major heads. 

14. 40 Relief on 3. 12 (+) 65 .51 Due to more adjustment 
account of made under Calamity 
Natura l Relief Fund. 
calamities 

15. 42 Miscella- 0. 14 (+) 3.32 Mainly due to recovery 
neous made unde r the heads o f 

account "204 7. 103.1.A I. 
Investors Incentive 
Scheme". "2075.103.1. 
AC. Payment o f Raffle 
Prize Money" and 
"2235.60.800.1.i\S. 
Receipt for Government 
of lnclia 1ational Specia l 
assistance Fund". 

16. 43 Stat ionery 3.06 (+) 1.26 Mainly due to more 
and Printing recoveries made from 

other Government 
departments towards the 
cost o f print ing works 
done for them. 
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(Rupees in crore) 

Serial Number a nd Estima ted Amou nt of Main reason s for t he 
Num- tit le of grant Recovery excess (+)/ excess/shortfall 
bcr shortfall (-) 

as compar ed 
to est imates 

17. 47 Rural 0.43 (+)3.18 Mainly due to recoveries 
Industries made under the heads of 

account "2885.0 1.1 0 I. 
II.JD. Assistance to Tamil 
Nadu Industria l 
Investment C orporation 
towards share capital 
subsidy to Industrial 
Units" and "2885.01. 10 I . 
11.JE. Assistance to Tami l 
Nadu Industrial 
Investment Corporation 
for creation ofTechno-
logy Development Fund" 
against "N il" Budget 
Estimates. 

18. 49 Munic ipa l 0.08 (+ ) 1.78 Mainly due to more 
Adminis tra- recovery made under the 
ti on head of account 

"22 I 7.80.00 I .I.AC. 
Director of Municipal 
Administration". 

19. 52 Capita l 3.4 1 (+) 2.68 Mainly due to adjustment 
outlay on made under "5054.80. 
Agric ulture 902.1.AA. Deduct -

Expe nditure met from 
Reserve Fund'' 
(Rs 6.08 crore) partly 
offset by non-adj ustment 
under Sugar Cane Cess 
Fund (Rs 3.4 1 c rore ). 

20 60 Miscclla- 2.40 (+) 828.08 Due to adjustment made 
ncous under the head o f account 
Capi ta l "4801.80.10 I. I.AC. 
outlay Deduct - Receipts and 

Recoveries on Capital 
Account" perta ining to 
conversion o f equity share 
as Tari ff compensation 
and subsidy in respect o f 
Tamil Nadu Electri c ity 
Board. 
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Year 

1994-95 

1995-96 

1996-97 

1997-98 

1998-99 

Appendix XV 

(Reference: paragraph 3.1.4.2; page 42) 

Quality of water in the water sources in Local Bodies 

Name of water Number of Result of analysis 
source water samples 

Good Bad collected 

Rivers 61 - 61 

Draw-well 222 82 140 

Others 41 6 156 260 

Total 699 238 461 

(66 per ce11t) 

Rivers 58 I 57 

Lake and Reservoir 24 5 19 

Draw-well 20 1 76 125 

Others 596 296 JOO 

Total 879 378 501 

(57 per cent) 

Rivers 105 J 102 

Lake and Reservo ir 29 6 23 

Draw-well 290 108 182 -
Others 570 254 31 6 

Total 994 371 623 

(62 p er cent) 

Rivers 111 8 103 

Lake and Reservoi r 34 J 31 

Draw-well 337 102 235 

Others 520 215 305 

Total 1002 328 674 

(67 per ce11t) 

Rivers 119 6 113 

Lake and Reservoir 18 4 14 

Draw-weil 271 111 160 

Others 594 278 316 

Total 1002 399 603 

(60 per cent) 
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Appendix XVI 

(Reference: paragraph 3.2.3; page 54) 

Details of Directorates implementing Family Welfare Programme and the 
functions attached to them 

Serial Name of the Directorate Functions attached 
Number 

2 

3 

4 

5 

6 

7 

8 

9 

Directorate of Family Welfare 

Directorate of Public Health and 
Preventive Medicine 

Directorate of Medical Education 

Directorate of Medical and Rural 
Health Services 

Project Directorate. DANIDA 
Tamil Nadu Area Health Care 
Project 

Project Directorate, Reproductive 
and Child Health 

Commi ssionerate o f Maternal and 
Chi ld Health and Welfare 

Tamil Nadu Medical Services 
Corporation Li mited 

Directorate of Mun ic ipa l 
Admini tration 

Separate Directorate was formed in May 1994. 

Administration of Primary Health Centres and 
Health Sub-Centres - implementa tion o f MCH 
activities. 

Responsibili ty of implementation of teaching, 
training and research programmes in Medical field -
Posting of Medical Officers and other s taff to Post 
Partum Centres attached to teaching hospitals, etc. 

Planning and execution of all programmes of 
Medical Services - Posting of Medical Officers and 
other staff to Post Partum Centres attached to Di strict 
Hospitals, Taluk Hospitals, non-Taluk Hospitals, etc. 

Improving and strengthen ing the faci lity for delivery 
of health and family welfare services in an integrated 
manner in accordance with N HP. This project is 
being implemented from August 1981 in 3 phases; 
unde r implementation in 8 districts of Salem, 
Namakkal , Cuddalore, Yillupuram, Dham1apuri, 
Thanjavur, Nagapattinam and Thiruvavur. 

This project is an integrated and comprehensive 
programme, incorporating the components covered 
under Child Survival and Safe Motherhood 
Programme. Sub Project implemented in two 
districts of Madurai and Theni . 

Post created in November 1997 to coordinate the 
activities of various departments involved in 
Maternal and Child Health Care. 

Purchasing, storing and distributing high quality 
dnigs, medic ines, etc. 

Administrative control of Urban Health Posts. 
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Appendix XVII 

(Reference: paragraph 3.2.6.1 (ii); page 58) 

Couple protection rate in 14 districts 

Serial District Couple protection rate as of March 
Number 

1996 1997 1998 1999 

I. Cuddalore 51.3 47.7 46.7 45.7 

2. Dharmapuri 46.6 44 .9 44.2 41.2 

3. Erode 50.6 50. l 50.1 48.1 

4. Karur 45.2 43.9 40. 8 38.4 

5. Nagapattinam 47.2 46.1 46.l 43.9 

6. Namakkal 45.5 44.0 45.0 43.0 

7. Perambalur 45.2 43 .9 41.5 39.2 

8. Pudukkotta i 5 1.6 50.5 50. 1 47.4 

9. Salem 45.5 44.0 43.4 41.5 

10. Thanjavur 49.1 47.4 47.3 44.4 

1 I. Thiruvarur 47.2 46. 1 46.2 45 .0 

12. Tiruchirappalli 45.2 43.9 41.3 38.9 

13. Villupuram 51.3 45.9 45.3 44.6 

14. Virudhunagar 53.2 52. l 50.9 47.8 

Couple protection rate in the State as of March 

1996 1997 1998 1999 

54. 1 52.9 52.3 50.2 
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Num-
bcr 

I. 

2. 

3. 

4. 

* 

Appendix XVIII 

(Reference: paragraph 3.2.6.2; page 58) 

Achievement under Family Planning Methods 

Method 1995-96 1996-97 1997-98 1998-99 

Steri I isation 

(i) Vasectomy Rural 126 62 40 201 

Urban 277 208 134 374 

Total (A) 403 270 174 575 

(ii) Tubectomy Rural 1493 12 202928 196220 187219 

Urban 11 9961 11 2820 100715 107438 

Total (B) 269273 315748 296935 294657 

(i ii ) Laparoscopy Rural 31488 * 28454 32128 

Urban 8763 * 7428 9400 

Total (C) 4025 1 * 35882 41528 

Total Rural 180926 202990 2247 14 219548 

Urban 129001 11 3028 108277 1172 12 

Total 309927 316018 332991 336760 
(A+B+C) 

IUD Insertion Rural 27 1261 259748 298336 295947 

Urban 130704 1241 90 11 08 19 122201 

Total 401965 383938 409155 418148 

or users 216340 168283 19241 6 1888 14 

CC users 276288 208328 188895 257475 

Appendices 

(In numbers) 

1999-2000 

* 
* 

446 

* 

* 
327850 

* 

* 
45399 

·• 
* 

373695 

* 

* 
439144 

204214 

274502 

Break-up as to Rural and Urban for sterilisation and IUD insertions during 1999-2000 is not 
available. 
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Appendix XIX 

(Reference: paragraph 3.2.6.3 ( d) ; page 60) 

Achievement under Maternal and Child Health Care Activities 

(In lakh beneficiaries) 

Particulars 1995-96 1996-97 1997-98 1998-99 1999-2000 

T A T A T A T A T A 

I Prophylaxis against WOM EN 11.78 3. 10 12.63 11 .04 13.47 14.99 13.79 5. 10 12.1 8 10.76 
>-

Nutritional Anaemia CHILDREN 26.92 22.05 30.39 16.57 30.72 17.70 31 .42 18.36 30.72 21.69 
~ 

JI Prophylaxis against blindness due to 
Vitamin ' A' deficiency 

Dose I 35.89 39.78 36.47 23 .6 1 36.93 30.70 62.83 33 .55 6 1.44 36.08 
/ 

Dose lI 35.89 32.60 36.47 38.44 36.93 34 .9 1 62.83 I 1.59 61.44 24 .26 

m I mrnun isation 

(In lakh beneficiaries) 

Name of 1995-96 1996-97 1997-98 1998-99 1999-2000 
vaccine 

T A % T A % T A % T A O/o T A % 

TT (EM) 11.78 12.22 104 12.63 12.65 100 13.47 13.37 99 13.79 13.22 96 12. 18 13.48 111 

DPT 10.78 11.61 108 11.46 11.88 104 12.23 12.63 103 12.53 12.54 JOO 11.08 12.6 1 114 

Polio 10.78 11.75 109 11.46 11.93 104 12.23 12.62 103 12.53 12.57 100 11.08 12.65 114 

BCG 10.78 13.20 122 I 1.46 13.43 117 12.23 13.85 11 3 12.53 13.69 109 11.08 13.70 124 

Measles 10.78 11.3 I 105 11.46 11.64 102 12.23 12.33 10 1 12.53 12.44 99 11.08 12.17 110 

TT ( 10) 11 .54 8.26 72 11.98 8.32 70 12. 15 10.04 83 12.36 12.32 99 12.36 12.55 102 

TT (16) 11 .25 6.40 57 11.67 6 .56 56 11 .84 9,63 8 1 12.05 10 .39 86 12.05 10.96 9 1 

T - Target; A - Achievement; % - Percentage 
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Appendix XX 

(Reference: paragraph 3.2. 14.3; page 68) 

Details of funds released to Tamil Nadu Medical Services Corporation by Project 
Director, TNAHCP 

Serial Component Amount Month of Remarks 
Num- (Rupees release 
ber in lakh) 

I. Improvement of 150.00 March The works were at estimation stage as of 
selected PHCs in 1999 March 2000. For equipment, tenders were 
Thanjavur. Thiruvarur called for. 
and Nagapattinam and 
for provision of 
equipment 

2. Upgrading the ex isting 18.00 December Proposals were approved and purchase 
computer system at 23 1998 orders were issued. 
Drug Warehouses of 
TN MSC 

3. Purchase and repair of 10.00 December Basic particulars called for from Health 
IEC/HEC equipment 1998 fie ld units are yet to be received as of 

March 2000. 

4. Construction of Drug 174.50 January Out of Rs 245 lakh earn1arked, Rs 90 lakh 
warehouses for 1998 alone were utilised upto March 2000 on 
TNMSC at Dharmapuri construction work. Rupees 29.50 lakh 

being the amount earmarked for furniture 
and other recurring expenses were yet to 
be utilised as the works were at 
tender/work order stage on ly. 

5. Improvements and 82.00 January Plans for construction of library was just 
physical infrastructure 1999 approved. Raising of columns were in 
to Institute of Vector progress and materials were collected. An 
Control and Zoonoses amount of Rs 5 lakh out of Rs 35 lakh 
at Hosur earmarked for construction of library was 

uti lised. The remaining amount of Rs 47 
lakh given for the purchase of equ ipment 
(Rs 20 lakh), Furniture (Rs 3 lakh) and 
towards repairs and replacements (Rs 24 
lakh) was yet to be uti lised as the lists 
were being finalised only now. 

6. Improvements to 70.00 March Survey for repairs to PH Cs completed by 
selected PHC in 1999 Architects. Estimates submitted. Tenders 
Dharmapuri and to be called for. 
Krishnagiri 

7. Renovation of PHCs at 35.00 January Works completed upto roof level. Rupees 
Marandahalli 1999 12 lakh uti lised out of Rs 20 lakh allotted 
(Buildings: Rs 20 lakh for building. Requirement of equipment 
and Equipment: Rs 15 awaited. 
lakh) 

8. Carrying out minor 25.00 January Proposals were under examination. 
repairs in physical 1999 
infrastructure and 
equipment and new 
purchases 
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Appendix XXI 

(Reference: paragraph 3.2.17.1; page 69) 

Details of irregular expenditure on items not qualified for Central assistance 

Nature of 
expenditure 

(i) Travelling 
allowance 

(ii) Travel expenses 

(iii) Travelling 
allowance 

Total 

Expenditure incurred 

Amount 
(Rs in crore) 

5.08 

7.82 

I. I 0 

14.00 

Period 

1996-97 to 
1998-99 

1995-96 to 
1998-99 

1996-97 to 
1998-99 
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Remarks 

Compensation amount for 
steri lisation fixed by GOI had no 
element towards TA. GOI had 
also specifically directed (January 
1996) that funds released under 
compensation should not be used 
for salaries of staff, payment of 
TA, etc. 

No provision existed, m the 
pattern of assistance prescribed, to 
mcur expenditure on travel 
expenses by DFWB, UFWC and 
RFWC. 

Though there was no provision to 
incur expenditure on TA, State 
Government directed (November 
1995) that a flat rate TA be paid 
(i) at Rs 50 for each delivery 
conducted by YHN in any place 
within her jurisd iction other than 
at PHC (ii) at Rs 25 each per 
delivery, for the deliveries 
conducted at PHCs, to the YHN 
and ANM of the PHC and (iii) at 
Rs 25 to YHN/ANM for each 
pregnant women referred to the 
nearest FRU after assessing the 
complications of the pregnancy 
case. This amount should have 
been met from State funds. 
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Appendix XXII 

(Reference: paragraph 3.3.5.5; page 78) 

Details showing the number of samples analysed and number of samples found adulterated 

SI. Category of 1995-96 1996-97 1997-98 1998-99 
No. food 

Number of samples Percentage Number of samples Percentage Number of samples Percentage Number of samples Percentage 

Analysed Adulterated of Analysed Adulterated of Analysed Adulterated 
of 

Analysed Adulterated 
of 

adulteration adulteration adulteration adulteration 

I. Beverages 270 20 7.4 185 9 4.9 170 I I 6.5 223 10 4.5 

2. Spices and 1563 80 5.1 1124 48 4.3 873 40 4.6 585 21 3.6 
Condiments 

3. Sweetening agent 1060 2 1 2.0 783 10 l.3 489 14 2.9 366 4 I. I 

4. Tea, Coffee, 2061 4 1 2.0 1370 49 3.6 957 45 4.7 63 1 7 I. I 
Chicory· 

5. Milk 698 222 3 1.8 446 158 35.4 335 11 7 34.9 244 82 33.6 

6. Butter, Ghee, 127 36 28.3 77 13 16.9 93 28 30. l 38 5 13.2 
Ice creams and 
other Milk 
products 

7. Edible oils, Fats 18 19 68 3.7 1305 28 2. 1 1026 25 2.4 693 28 4.0 
and Vanaspathy 

8. Cereals and 3379 79 2.3 2382 59 2.5 1843 43 2.3 1305 30 2.3 
cereal products 

9. Fruit products 22 5 22.7 27 9 33.3 25 4 16.0 13 3 23 . l 

10. Sweets, 145 6 4.1 I 12 l 0.9 127 4 3.1 60 5 8.3 
confectionery 
and other bakery 
products 

I I. Other 503 5 1 JO.I 523 66 12.6 449 44 9.8 248 17 6.9 
miscellaneous 
items 

Total 11647 629 5.4 8334 450 5.4 6387 375 5.9 4406 212 4.8 
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Appendix XXJll 

(Reference: paragraph 3.4.7; page 88) 

List of schemes implemented by the Rural Development Department 

CENTRALLY SPONSORED SCHEMES 

I . Employment Assurance Scheme (EAS) 

2. Jawahar Rozgar Yojana (JRY) 

3. Million Well Scheme (MWS) 

4. Indira Awaas Yojana (lA Y) 

5. Integrated Rural Development Programme (IRDP) 

6. Development of Women and Children in Rural Areas (DWCRA) 

7. Ganga Kalyan Yojana (GKY) 

8. Central Rural Sanitation Programme (CRSP) 

9. Training of Rural Youth in Self Employment (TRYSEM) 

CENTRAL PLAN SCHEMES 

I. National Project on Bio-gas Development (NPBD) 

2. National Project on Improved Chulahs (NPIC) 

3. Member of Parliament Local Areas Development (MPLAD) 

STATE PLAN SCHEMES 

1. Anna Marumalarchi Thittam (AMT) 

2. Namakku Naame Thittam (NNT) 

3. Decentralised District Planning (DDP) 

4. Member of Legislative Assembly Constituency Development (MLACD) 

5. State Finance Committee (grants to local bodies) 
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Appendix XXIV 

(Reference: paragraph 3.4.7.1 (b) (iii); page 90) 

Statement showing target and achievement of Model Village Scheme under Sanitation Programme 
for the period from 1995-96 to 1999-2000 

SI. Item of Works Athipalayam Munnur Elavanasur Peravurani Town Julluthipet Danish pet Gandarva- Total 
No kottai Panchayat kottai 

(Karur Dt.) (Karur Dt.) (Villupuram Dt.) (Thanjavur Dt.) (Salem Dt.) (Salem DI.) (Pudukkottai Dt.) 

Target Achieve- Target Achieve- Target Achieve- Target Achieve- Target Achieve- Target Achieve- Target Achiev- Target Achiev-
ment ment ment ment ment ment ement ement 

I. Individual House 132 132 52 52 1525 419 2200 513 206 206 1096 407 1691 147 6902 1876 
Hold Latrines 

2. Institutional 2 2 2 2 14 14 IO 10 5 5 0 0 34 34 
Latrines 

3. Sanitary 0 0 0 0 3 3 0 0 0 0 0 0 0 0 3 3 
Complexes for 
women 

4. Construction of 1100 350 1755 550 15200 11857 450 450 0 0 0 0 0 0 18505 13207 
drains (Mts.) 

5. Garbage pits 4 4 3 3 9 2 5 5 5 5 40 40 52 52 118 111 

6. Bathing/Washing 3 3 3 3 0 0 20 20 5 5 24 24 17 17 72 72 
platforms and 

7. Paving of lanes 2400 1500 2450 1200 0 0 0 0 670 670 975 975 0 0 6495 4345 
(Sq.mts) 

8. Other items of 4 0 0 42 42 0 0 0 0 0 0 0 0 46 43 
works 
(Culverts, Dust 
bins) 

Dt: District 
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SI. 
No. 

I. 

2. 

3. 

4. 

5. 

6. 

r 
8. 

9. 

10. 

DRDA 

Vellore 

Vellore 

Vellore 

Vellore 

Vellore 

Vellore 

Vellore 

Madurai 

Erode 

Appendix XXV 

(Reference: paragraph 3.4.8.2; page 94) 

Advance paid to Tamil Nadu Steels, Arakonam 

Name of Advance payment made 
Scheme (Rupees) 

JRY 2,08,896 

IAY 5,06,300 

DDP 36,266 

JRY 10,36,000 

JAY 17,00,000 

EAS 13,66,000 

DDP 2,27-,927 

IAY 5,68,757 

IAY 3,09,20 1 

Villupuram lAY 23,60,000 

Total 83,19,347 
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Year 

1996-97 

1996-97 

1996-97 

1997-98 

1997-98 

1997-98 

1997-98 

1997-98 

1997-98 

1995-96 



Appendices 

Appendix XXVI 

(Reference: paragraph 3.5.5; page 100) 

Details of shortfall in achievement (Phase I and II) 

(Rupees in crore) 

Nature of Total Budget Expenditure Shortfall Percentage of 
activity provision from (achievement) shortfall to 

1994-95 to till 31 March Budget 
1999-2000 2000 

Block Resource 23.91 15.43 8.48 35.5 
Centre 

Cluster 6.02 2.64 3.38 56.1 
Resource 
Centre 

District Institute 3.60 1.86 1.74 48.3 
of Education 
and Training 

Early 0.52 0.05 0.47 90.4 
Childhood Care 
and Education 

Media 3.06 1.31 1.75 57.2 

Management 7.77 7.09 0.68 8.7 

Management 1.73 0.91 0.82 47.4 
Information 
System 

Non Formal·· 6.11 2.69 3.42 56.0 
Education · 

Primary Formal 96.94 87.24 9.70 10.0 
Education 

Training 1. 16 0.3 1 0.85 73.3 

Women 1.1 2 0.77 0.35 31.3 
Development 
Programme 

State Council 5.32 2.36 2.96 55.6 
for Education 

Text Book 0.87 0.62 0.25 28.7 

State Institute 0.25 0.17 0.08 32.0 
of Management 

158.38 123.45 34.93 22.0 
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Appendix XXVII 

(Reference: paragraphs 3.5.6.3 and 3.5.6.4(i) ; pages 103 and 104) 

Enrolment details of Children 

District Year Total population 
of school age 
children 
(6-11) years 

(1) (2) (3) 

Cuddalore 1995-96 274604 

1996-97 272708 

1997-98 274581 

1998-99 274727 

1999-2000 274837 

Villupuram 1995-96 409208 

1996-97 374546 

1997-98 381953 

1998-99 380953 

1999-2000 385181 

NA: Not available 
GER: (Col.4/Col.3) x 100 
NER: (Col.9/Col.3) x 100 

Total number Percentage 
of children of boys 
enrolled in enrolled 
I to V 
standard 

(4) (5) 

222178 50.5 

218612 50.4 

217412 50.0 

217046 49.7 

214890 49.6 

330282 NA 

324815 52.0 

326407 51.9 

324279 51.2 

328274 50.8 

Percentage Number of Number of Total number 
of girls pupils pupils of pupil in 
enrolled enrolled enrolled primary 

<6 years >11 years sections in the 
age group 
(6-11) 
(col. 4-(7+8)) 

(6) (7) (8) (9) 

49.5 28856 3264 190058 

49.6 28611 2875 187126 

50.0 . 34390 2672 180350 

50.3 30934 2597 183515 

50.4 33587 2119 179184 

NA 40224 7926 282132 

48.0 45896 5739 273180 

48.1 53073 4015 269319 

48.8 "51281 3867 269131 

49.2 53440 3190 271644 
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Gross Net 
Enrolment Enrohnent 
Ratio Ratio 
(GER) (NER) 

(10) (11) 

80.9 69.2 

80.2 68.6 

79.2 65.7 

79.0 66.8 

78.2 65.2 

80.7 68.9 

86.7 72.9 

85.5 70.5 

85 .1 70.6 

85.2 70.5 



District Year 

(1) (2) 

Dharmapuri 1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

Tiruvannamalai 1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

Pudukkottai 1996-97 
. 

1997-98 

1998-99 

1999-2000 

NA: Not available 
GER: (Col.4/Col.3) x 100 
NER: (Col.9/Cul.3) x 100 

Total 
popula tion of 
school age 
children 
(6-11) years 

(3) 

35 1679 

3244 10 

329324 

35023 1 

3575 13 

274368 

27 16 17 

275246 

2741 5 1 

275287 

178 143 

179844 

NA 

177674 

Project commenced in the year 1997 

Appendix XXVll (concld.) 

Total number Percentage Percentage Number of 
of children of boys of girls pupils 
enrolled in enrolled en rolled enrolled 
I to V <6 years 
sta ndard 

(4) (5) (6) (7) 

283 152 53.4 46.6 47604 

287723 53. 1 46 .9 5 1377 

288686 53.0 47.0 55730 

295508 53.0 47.0 54735 

299258 53.0 47.0 5658 1 

243497 51.4 48 .6 34524 

239897 5 1.3 48.7 43372 

239547 5 1.1 48.9 43372 

238342 5 1.0 49.0 42365 

23 1530 50.8 49.2 40363 

149669 52.0 48.0 22934 

148969 5 1.0 49.0 25074 

150339 51.0 49.0 23042 

147 197 51.0 49.0 24004 

25 1 

Appendices 

Number of Total number Gross Net 
pupils of pupil in Enrolment Enrolment 
enrolled primary Ratio Ratio 
> 11 year s sections in the (GER) (NER) 

age group of 
(6-11 ) 
(co I. 4-(7 +8)) 

(8) (9) (10) (11) 

275 1 232797 80.5 66.2 

3994 232352 88.7 7 1.6 

2580 230376 87.7 69.9 

2348 238425 84.4 68 .1 

22 19 240458 83.7 67 .3 

3104 205869 88.7 75.0 

1464 19506 1 88.3 7 1.8 

1464 1947 11 87.0 70.7 

1949 194028 86.9 70.8 

1634 189533 84. 1 68.8 

2 185 124550 84.0 69.9 

2342 12 1553 82.8 67.6 

23 11 124986 96.6 80.0 

1525 12 1668 82.8 68.5 
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Appendix XXVlll 

(Reference : paragraph 3.S.6.4(i); page 104) 

T rend of Gross Enrolment Ratio and Net Enrolment Ratio 

District G ross Enrolment Ratio (GER) Net Enrolment Ratio (NER) 

1995-96 1996-97 1997-98 1998-99 1999-2000 1995-96 1996-97 1997-98 1998-99 1999-2000 

Dharmapuri 81 89 88 84 84 66 72 70 68 67 

Tiruvannamalai 89 88 87 87 84 75 72 71 71 69 

Cuddalore 81 80 79 79 78 69 69 66 67 65 

Yillupuram 81 87 86 85 85 69 73 71 71 71 

Pudukkottai NA 84 83 97 83 NA 70 68 80 69 

NA: Not available 
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Appendix XXIX 

(Reference: pa ragraph 3.1 9; page 125) 

Cases of misappropriation pending action as on 30 June 2000 

(i) Depar tment-wise analysis 

{Rupees in lakh) 

SI. No. Department Number of cases Amount 

I. Agriculture 37 50.81 

2. Commercial Taxes and 7 3.78 
Rel igious Endowments 

3. Co-operation, Food and I 0.14 
Consumer Protection 

4. Education 27 18.3 1 
5. Environment and Forests 2 0.4 1 
6. Finance 7 6.97 

7. Handloom, Handicrafts, 4 1.1 7 
Textiles and Khadi 

8. Health, Indian Medicine and 30 35.68 
Homoeopathy and Family 
Welfare ' 

9. Home 4 8. 13 
10. Information and Tourism I 0.77 
11. Labour and Employment 3 0. 19 
12. Revenue 320 50.60 
13. Social Welfare and Nutritious 7 2.76 

Meal Programme 
14. Rural Development II 12. 19 
15. Transport I 0.03 
16 Public I 1.92 

_463 193.86 

(ii) Year-wise analysis 

{Rupees in Iakh) 

Year Number of cases Amount 

Upto 1995-96 383 134.77 

1996-97 18 2.82 

1997-98 34 3 1.85 

1998-99 18 10.64 

1999-2000 10 13.78 

Total 463 193.86 
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Appendix XXX 

(Reference: paragraph 3.19; page J 26) 

Cases of shortages etc., reported to Audit 

(i) Department-wise analysis 

(Rupees in lakh) 

SI. No. Department Number of cases Amount 

I. Agriculture 223 I I 1.38 

2. Animal Husbandry and 42 5.23 
Fisheries 

3. Backward classes I 0 .02 

4. Educat ion 26 4 . 17 -
5. Environment and Forests 11 6. 14 

. 
6. Finance 6 6. 15 

7. Handlooms, Handicrafts, 4 1.29 
Text iles and Khadi 

8. Health, Indian Medic ine and 31 24.08 
Homoeopathy and Fami ly 
Welfare 

9. Home I 0.50 

IO. Labour and Employment 8 3.1 5 

11 Public I 0.03 

12 Public Works 7049 283 1.53 

13 Revenue II 1.75 

14 Rura l Development 11 6.84 

Total 7425 3002.26 

(ii) Y car-wise analysis 

(Rupees in Jakh) 

Year Number of cases Amount 

Upto 1995-96 2 123 274.20 

1996-97 2734 1403.38 

1997-98 1967 645.13 

1998-99 472 471.69 

1999-2000 129 207.86 

Total 7425 3002.26 
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Appendix XXXI 

(Reference: paragraph 3.21; page 127) 

Inspection Reports issued to various offices upto December 1999 and pending as 
at the end of June 2000 

Year Number of Inspection Reports Number of Paragraphs 

1983-84 3 10 

1984-85 2 8 

1985-86 4 14 

1986-87 31 53 

1987-88 66 120 

1988-89 59 132 

1989-90 140 276 

1990-91 246 500 

199 1-92 243 5 12 

1992-93 371 1077 

1993-94 405 952 

1994-95 386 1084 

1995-96 489 1572 

1996-97 611 2083 

1997-98 668 2656 

1998-99 426 2632 

1999-2000 [upto 39 1 2286 
December 1999) 

4541 15967 
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Appendix XXXII 

(Reference: paragraph ~.21; page 127) 

Serious irregularities pending settlement as of June 2000 

(Rupees in lakh) 

Serial Nature of Irregularities Number of Amount 
Num- paragraphs 
her 

I HOME (POLICE) DEPARTMENT 

I. Guard charges. 38 10839.91 

2. Temple Protection Force Collection 13 434 .2 1 

3. Non-recovery of electricity/water 57 141.03 
charges and rent 

4. Motor transport vehicles kept idle 3 4939.02 

5. Supply of furniture and non-adjustment 3 238.04 
of I 00 per cent advance 

6. Locking up of Government money - 5 56.80 
non-supply of water canons 

7. Non-utilisation of grant I 6 1.25 

8. Excess payment on purchase of arms 7 27.26 
and ammunitions, etc. 

9. Delay/poor construction 2 20 13.26 

10. Temporary advance pending 1 8300.85 

1 I. Avoidable expenditure 3 19.46 

Total 133 27071.09 

II PUBLIC WORKS DEPARTMENT 

I. Excess payments 74 686.52 

2. Want of sanction 30 203.26 

3. Irregular expenditure to be recovered 23 555.30 

4. Expenditure to be ratified by 79 837.83 
Government/Chief Engineer 

5. lnfructuous expenditure 7 153.56 

6. Recovery on salary payment 76 50.1 9 

7. Loss, shortages, theft, stock not handed 98 / 683.43 
over etc. 

8. Recovery from contractors 59 979.63 

9. Advance payment pending adjustment 6 1 935. 17 

10. Miscellaneous recoveries/objections 85 1 4786.22 

Total 1358 9871.11 
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Appendix XXXllI 

(Reference: paragraph 6.1 .1; page 143) 

Objectives of the Urban Employment Generation Programme 

Serial 
Number 

( i) 

(ii) 

(iii) 

(iv) 

(v} 

Name of the 
Programme 

NRY 

PMIUPEP 

UBSP 

SJSRY 

PMR Y 

Objectives 

To provide employment through 
Scheme of Urban Micro Enterprises 
(SUME), Scheme of Urban Wage 
Employment (SUWE) and Scheme of 
I lousing and Shelter Upgradation 
(SHASU) through creation of socially 
and economically useful assets and 
shelter upgradation. SUME and 
SHASU also envisaged imparting of 
training to beneficiaries. 

To provide basic physical and social 
amenities to urban poor, self-
employment generation and skill 
development and training, to improve 
the environment and surroundings in 
low income neighbourhood areas as 
well as in situ deve lopment of urban 
slums and to provide fi nancial support 
in t~e fo rm of loan and subsidy to the 
urban poor for shelter upgradation. 

To achieve significant improvement in 
the quality of life of the urban poor 
through community organisation and 
mobilisation. improvement of 
communities etc., to enhance the reach 
and effecti veness of the existing sectoral 
programmes. However the scheme did 
not conta in any specific programme for 
generation of employment. 

To provide employment through Urban 
Self Employment Programme (USEP) 
inc luding training, Development of 
Women and Children in Urban areas 
(DWCUA) and Urban Wage 
Employment Programme (UWEP). This 
programme also seek for creation .of 
su itable community structures and 
de livery of inputs through the medium 
of urban local bodies and such 
community structure. 

Implemented in the State 
in 

Six Municipal Corpora
tions, 102 Municipalities 
and two Town Panchayats. 
Subsequently on introduct
ion of PMIUPEP, this was 
withdrawn in 38 Munici
palities. 

38 Municipal ities and three 
Town Panchayats. 

23 Municipalities and 2 
Municipal Corporations. 
During 1995-96, I 0 
Municipalities which were 
selected for the implemen
tation of another scheme 
PMIUPEP were excluded 
and in lieu of that 7 other 
Municipali ties and 3 
Corporations were 
included. 

All Urban local bodies 
(ULBs) (i.e.) six Municipal 
Corporations, I 02 Munici
palities and 636 Town 
Panchayats. 

To set up micro-cnterµrises and to A ll districts. 
impart training to educated unemployed 
youth in Industries, Services and 
Business sectors for generation of self -
employment. 
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* 
@ 
** 

Year Nehru Rozgar Yojana 
(NRY) 

(upto 30.11.1997) 

Appendix XXXIV 

(Reference: paragraph 6.1.4.2; page 144) 

Financial Target and achievement 

Prime Ministers Swarna Jayanthi Shahari Rozgar Yojana 
Integrated Urban (SJSRY) 
Poverty Eradication (from 01.12.1997) 
Programme (PMIUPEP) 
(upto 30.11.1997) 

Allocation Release Expenditure Release Expenditure Allocation Release Expenditure 

1995-96 GO! 5.82 2.84 6.6 1 

GTN 3.88 9.46 

I 996-97 GOl 5.8 1 7.63 5.64 

GTN 3.88 8.61 

1997-98 GOl 6.47 2.8 1 

GTN 4.3 1 1.49 

1998-99 

1999-
2000 

Total 30.17 32.84 12.25 

Yearwise break-up details not available. 
Amount transferred from the old schemes. 

10.46 

-
6.47 

9.7 1 

3.98 5.40* 

8.00 

1.65 / GOI 17.24 

GT 5.75 

GOL 16.56 

GTN 5.52 

40.27 5.40 45.07 

Expenditure met out of Rs 75.15 crore bei ng the unspent balance transferred to SJSRY. 
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. 

75. 15® 

22.79 72.60** 

5.94 

4.58 18.60 

2.78 

111.24 91.20 

(Rupees in crore) 

Prime Minister's 
Rozgar Yojana 
(PMRY) 

Release Expenditure 

0.29 0.29 

1.75 1.75 

1.56 1.56 

1.37 1.04 

1.70 0.51 

6.67 5.15 



':" 
N .... 
I .... 

N 

SL No. 

1. 

2. 

Target Group 

Appendix XX.XV 

(Reference: paragraph 6.1.5; page 147) 

Guidelines under various Urban Employment Generation Programme 
(As effective from 1995-96 to 1999-2000) 

NRY 

Urban poor below poverty line -
income less than Rs. 11850 per 
annum per fami ly, women, SC and 
ST. Special Target group: 30 per 
cent of beneficiaries is expected to 
be women. 

Programmes 

PMIUPEP 

Urban poor below poverty line 
with an annual household 
income below Rs. 11 ,850, the 
fact supported by survey. 

SJSRY 

Urban poor below 
poverty line with 
special attention to 
SC/ST and women. 
30 per cent of 
beneficiarie:; to be 
women and 3 per cent 
allocation for disabled. 

Identification of Through household surveys by the Through household survey and 
with reference to economic and 
non-economic parameters laid 
down by the Planning 
Commission. 

Through survey and 
with reference to 
economic and non
economic parameters 
laid down in the 
scheme. 

beneficiaries ULBs. 
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PMRY 

Any unemployed person with 
age between 18 and 35 
(maximum age limit relaxed to 
45 years for SC/ST from 1999-
2000) with family income not 
more than Rs 24000 per annum. 

By calling for application from 
eligible persons through 
advertisement and selection by 
Task Force Committee after 
scrutiny. 
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Appendix XXXV (concld.) 

SL No. 
3. 

4. 

5. 

6. 

CDSs: 

Subsidy 
element -
ceiling on unit 
cost 

Wage Rate 
Payable 

Execution of 
Works 

NRY 
SUME 
25 per cent of the project to a 
ceiling of Rs.4000 for general and 
Rs.5000 for SC/ST beneficiaries. 
TRAINING AND 
INFRASTRUCTURE: 
Rs.1200 (Average) per trainee. 

SHASU 
25 per cent per unit subject to a 
ceiling of Rs. I 000 and ceiling for 
institutional finance Rs.9950 
SHASU TRAfNING 
(Average) Rs. 1500 per trainee 
Prevailing minimum wage 
applicable. 

Wage Employment : 
By listed urban poor beneficiaries or 
group of beneficiaries organised 
into association/guilds cooperatives. 
SHASU: 
ULBs I Specialised agencies 

Material and Material 60 per cent 
Labour rates in Labour 40 per cent 
works executed 

Community Development Societies 

PMIUPEP 
SELF EMPLOYMENT 
15 per cent of the project cost subject 
to a ceiling of Rs. 7500 per 
beneficiary. Maximum project cost 
Rs 1,00,000 

TRAINING: 
Rs 2000 (Average) per trainee 

SHELTER UPGRADA TION 
25 per cent of unit cost subject to a 
ceiling of Rs 2500 per unit. Loan 
component 75 per cent subject to 
maximum Rs I O,OQO and margin 
money 5 per cent. 
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SJSRY 
USEP 
15 per cent 
subject to a 
ceiling of Rs. 7500 
per beneficiary. 

TRAINING 
Rs.2000 per 
trainee 

UWEP : 
Applicable to 
ULBs with 
population less 
than 5 lakh. 
Minimum wage 
rate as notified 
from time to time. 
Wage 
Employment : 
Works are to be 
executed through 
CDSs. Under the 
general control 
and supervision of 
ULBs. 
Material 60 per 
cent 
Labour 40 per 
cent 

PMRY 
SELF EMPLOYMENT: 
15 per cent of project cost 
subject to ceiling of Rs. 7500. 
Ceiling on project cost 
Rs.100000. 
TRAINING 
Rs.750 (average) per trainee 



Appendix XX.XVI 

(Reference: paragraph 6.1.5.1; page 147) 

Physical Targets and Achievements 

Nehru Rozgar Yojana 

Appendices 

(Number of beneficiaries) 

SI. No. Name of the 
Component 

Target 

1995-96 

Achievement Shortfall 

1996-97 

Target Achievement Shortfall 

2 

3 

4 

* 

SI. 
No. 

2 

3 

4 

5 

Name 

SUME 

SUME T&I 

SUWE 

SHASU T&I 

11497 

3559 

2.59 lakh 
man days 

1084 

756 1 

1966 

2.64 lakh 
man days 

* 

34 per cent 11497 7231 37 per cent 

45 per cent 35~9 2058 42 percent 

2.59 lakh 2.63 lakh 
.mandays man days 

Amount received by CMA from HUDCO on 20 August 1997 and subsequently released 
to Municipalities on 05 Ju ne 1998. T & I - Training and Infrastructure 

Year 

1995-96 

1996-97 

1997-98 

1998-99 

1999-2000 

of the 

Prime Minister's Rozgar Yojana 
(For issue of loan) 

(Number of beneficiaries) 

Target Sanctioned Shortfall Disbursement 
against the 

target 

2 1800 19304 11 per cent 

2 1800 19438 11 per cent 

18500 16362 11 per cent 

18500 17646 5 per cent 

15000 15460 

Swarna J ayanthi Shahari Rozgar Yojana -
Employment Generated 

1998-99 

14496 

13962 

13773 

14948 

8644 

1999-2000 

Shortfall 
against the 

target 

34 per cent 

36 per cent 

26 per cent 

19 per cent 

42 per cent 

component Target Achievement Target Achievement 

USEP 

UWEP 

@ 606 @ 4469 
beneficiaries beneficiaries 

@ 29.05 lakh @ 21.09 lakh 
mandays mandays 

Prime Minister's Integrated Urban Poverty Eradication Programme -
Number of beneficiaries under Self Employment Component 

Year Target Achievement 

1995-96 @ (Number of 
beneficiaries) 

1996-97 @ > 11 44 

1997-98 @ _, 

@ For SJSRY and PMIUPEP no physical targets were fixed. 

26 1 
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Appendix XXXVII 

I 

(Reference: paragraph 6.1.6.1; page 150) 

Delayed release of funds by GOI 

Name of the 
programme 

NRY 

PMIUPEP 

SJSRY/USEP 

UWEP 

Year 

1995-96 

1996-97 

1995-96 

1996-97 

1997-98 

1998-99 

1997-98 

1998-99 

Amount released belatedly 
(Rupees in crore) 

2.20 ( 44 per cent) 

2.85 (56 per cent) 

2.20 (50 per cent) 

2.17 (50 per cent) 

10.46 ( I 00 per cent) 

6.47 (I 00 per cent) 

5. 79 ( 100 per cent) 

5.68 (56 per cent) 

3.32 (32 per cent) 

1.20 ( 12 per cent) 

3.40 (I 00 per cent) 

2.94 (64 per cent) 

1.66 (36 per cent) 

Month of release 

December 1995 

May 1996 

December 1996 

May 1997 

February 1996 

March 1997 

May 1998 

December 1998 

March 1999 

April 1999 

May 1998 

December 1998 

March 1999 · 

(Figures in brackets indicate the percentage of amount released to total GOI share for that year) 

II Delayed release of funds by GTN 
Name of the Year Amount released Month of release 
programme belatedly 

(Rupees in crore) 

NRY 1995-96 1.47 (44 per cent) March 1996 

1.45 (43 per cent) March 1997 

0.45 ( 13 per cent) May 1997 

1996-97 2.92 (100 per cent) March 1997 

1997-98 1.40 (I 00 per cent) December 1997 

PM IUPEP 1995-96 9.71 (100 per cent) November 1996 

1996-97 6.07 (JOO per cent) July 1997 

1997-98 1.93 (54 per cent) January 1998 

1.64 ( 46 per cent) Apri l 1998 

SJSRY/USEP 1997-98 1.93 (I 00 per cent) August 1998 

1998-99 1.89 (63 per cent) March 1999 

1.11 (37 per cent) April 1999 

UWEP 1997-98 1.1 3 (I 00 per cent) September 1998 

1998-99 0.98 (37 per cent) March 1999 

0.55 (21 per cent) April 1999 

1.13 (42 per cent) March 2000 

(Figures in brackets indicate the percentage of amount released to total State share of that year) 
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I. 

2. 

3. 

4. 

5. 

Appendices 

Appendix XXXVIII 

(Reference: Paragraph 6.2.4,6.2.9 and 6.2.10; Pages 156, 162 and 164) 

Component-wise details of deposits and works expenditure 

(Rupees in crore) 

Rural Urban Maintenance Others Total 

Year 
Deposits 

Ex pen-
Deposits 

Ex pen-
Deposits 

Ex pen-
Deposits 

Ex pen-
Deposits Ex pen-

diture dlture diture dlture diture 

1994-95 111.40 82.72 49.76 2 1.64 18.29 15.66 82.53 61.37 26 1.98 181.39 

1995-96 163.99 106.46 30.72 23.45 1.52 29.09 13.2 1 3 1.0 1 209.44 190.0 1 

1996-97 257.25 154.99 50.08 83.52 18.34 30.25 40.91 16.06 366.58 284.82 

1997-98 2 16.25 283. 11 4 1.71 112. 16 30. 17 39.79 27.05 13.89 315.18 448.95 

1998-99 338.26 376.35 104.15 56.96 3.74 5.78 45.98 48.89 492.13 487.98 

Total 1087.15 1003.63 276.42 297.73 72.06 120.57 209.68 171.22 1645.31 1593.15 
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Appendix XXXIX 

(Reference: Paragraph 6.2.5 and 6.2.8 (ii); Pages 157 and 162) 

Budget and Revised Estimates and Actuals for Receipts and Expenditure 

" 
(Rupees in crore) 

' 
Receipts Expenditure 

Year Budget Revised Actuals Budget Revised Actuals 
Estimate Estimate Estimate Estimate 

Rural 

1994-95 I 01.81 119.34 111.40 101.81 119.34 82.72 

1995-96 219.57 195.52 163.99 219.57 195.52 106.46 

1996-97 164.32 241.74 257.25 164.32 241.74 154.99 

1997-98 215.63 321 .23 216.25 329.79 32 1.23 283 .11 

1998-99 315.00 347.65 338.26 315.00 347.65 376.35 

U\"ban 

1994-95 57.50 38.47 49.76 57.50 38.47 21.64 

1995-96 141.87 151.94 30.72 141.87 151.94 23.45 

1996-97 288.45 55.78 50.08 288.45 55.78 83 .52 

1997-98 78.82 11 6.86 41.7 1 121.81 90.68 112.16 

1998-99 109.00 101.72 104.15 81.50 101.72 56.96 

>-----

Maintenance 

1994-95 10.00 12.00 18.29 10.00 12.00 15.66 

1995-96 19.36 20.00 1.52 19.36 20.00 29.09 

1996-97 30.00 34.83 18.34 30.00 34.83 30.25 

1997-98 38.31 57.85 30.17 38.31 38.31 39.79 

1998-99 90.43 60.75 3.74 90.05 56.44 5.78 

Others -
1994-95 70.19 80.90 124.30 70.19 80.90 61.37 

1995-96 1.90 9.48 73.2 1 1.90 9.48 31.01 

1996-97 2.48 1.49 40.91 2.48 1.49 16.06 

1997-98 1.50 0.99 27.05 2.50 29.16 13.89 

1998-99 1.50 31.18 45 .98 30.00 31.18 48.89 
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Appendix XL 

(Reference: Paragraph 6.2.12; Page 165) 

Financial Results of Tamil Nadu Water Supply and Drainage Board 

(Rupees in crore) 

Income 

1994-95 1995-96 1996-97 1997-98 1998-99 

Centage 28.42 27.97 43.89 63.21 72.35 

Maintenance of rig and vehicles 5.83 8.36 7.92 9.34 11.94 

Maintenance of Water Supply -- -- -- 16.71 49.94 
Scheme 

Interest 42.04 43.44 46.12 53 .02 61.13 

Others 6.53 17.6 1 6.89 15.26 20.00 

Total 82.82 97.38 104.82 157.54 215.36 

Expenditure 

Administrative Expenditure 46.51 47.74 54.72 60.62 78.97 

Maintenance of rig and vehicles 7.97 8.87 10.03 12.03 13.58 

Maintenance of Water Supply -- -- -- 5.21 64.92 
Scheme 

Interest 34.43 38.45 40.92 45 .68 55.12 

Others 
' 

0.19 0.81 2.72 3.26 4.06 

Total 89.10 95.87 108.39 126.80 216.65 
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Appendix XLI 

(Reference: paragraph 6.6; page 169) 

Details of Audit entrusted by the Government 

SI.No. Name of Body Section Period of Date of 
under which entrustment entrustment 

entrusted 

I. Tamil Nadu State Legal 19(2) 1997-98 03 December 
Services Authorities, onwards 1997 
Chennai 

2. State Human Rights 19(2) 1997-98 07 June 1997 
Commission, Chennai onwards 

3. State Electricity 19(2) 01 September 17 March 
Regulatory Commission, 1999 onwards 1999 
Chennai 

4. Tamil Nadu State Aids 20(1) 1994-95 15 February 
Control Society, Chennai onwards 1996 

5. Regional Institute of 20(1) 1995-96 to 17 January 
Correctional 1999-2000 1997 
Administration, Vellore 

6. Tamil Nadu State 20(1) 1997-98 23 June 1997 
Blindness Control onwards 
Society, Chennai 

7. Tamil Nadu Maritime 19(3) 1997-98 to 30 April 1999 
Board, Chennai 200 1-2002 

8. District Legal Services 19(2) 01 November 23 May1997 
Authority, Chennai 1997 onwards 

9. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Chengelpat 1997 onwards 

10. District Legal Services 19(2) OJ November 23 May 1997 
Authority, Cuddalore 1997 onwards 

11. District Legal Services 19(2) 01 November 23 Mayl997 
Authority, Villupuram 1997 onwards 

12. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Vellore 1997 onwards 

13. District Legal Services 19(2) 01 November 23 May 1997 
Authority, 1997 onwards 
Thiruvannamalai 

14. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Thanjavur 1997 onwards 

15. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Nagapattinam 1997 onwards 

16. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Madurai 1997 onwards 

17. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Dindigul 1997 onwards 
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SI.No. Name of Body Section Period of Date of 
under which entrustment entrustment 

entrusted 

18. District Legal Services 19(2) 01 November 23 May 1997 
Authority, 1997 onwards 
Ramanathapuram 

19. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Srivilliputhur 1997 onwards 

20. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Sivaganga 1997 onwards 

21. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Krishnagiri 1997 onwards 

22. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Salem 1997 onwards 

23. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Coimbatore 1997 onwards 

24. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Kanyakumari 1997 onwards 

25. District Legal Services 19(2) 01 November 23 May 1997 
Authority. Erode 1997 onwards 

16. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Tirunelveli 1997 onwards 

27. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Thoothukudi 1997 onwards 

28. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Tiruchirappalli 1997 onwards 

29. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Pudukkottai 1997 onwards 

30. District Legal Services 19(2) 01 November 23 May 1997 
Authority, Nilgiris 1997 onwards 

31. District Legal Services 19(2) 1999-2000 27 Apri l 1999 
Authority, Perambalaur onwards 

32. District Legal Services 19(2) 1999-2000 27 Apri l 1999 
Authority, Karur onwards 

33. Regional Engineering 20(1) 1998-99 to 22 December 
College, Tiruchirappalli 2002-2003 1998 
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Appendix XLII 

(Reference: paragraph 6.9: page 171) 

Details of houses constructed and reasons for non-allotment 

Total Cost of Capitalised 
Total number of . construction value of 

Serial Name of the number of unallotted of unallotted unallotted Reasons for poor 
Number scheme houses houses till houses houses demand 

constructed December 
1999 (Rupees in lakh) 

I. Madhuranthagam 81 29 53 .76 77.00 Cost and initial 
deposit were high. 

2. Udumalpet 316 311 486.43 885.00 6 km away from town 
and no frequent bus 
facilities/ location 
surrounded by 
agricultural land -
cost higher than 
market value. 

3. Palladam 69 40 61.49 118.00 High cost. 

4. Vi rudhachalam 184 94 159.54 194.60 LIG houses 
considered tnn small 
and twin typ\.. ·1,odel 
not liked by allottees. 

5. Chengam 100 86 186. 18 258.00 Backward area and 
people were not 
financially sound. 
Local people 
threatened the buyers 
from outside. 

6. Srivilliputhur 455 217 292.53 438.70 High cost. Roof 
leakage. Non-
availability of 
borewell for drinking 
water. 

7. Rajapalayam 622 254 202.71 235.35 High cost, 
inaccessible and 4 km 
away from town. 

8. Thirumangalam 164 107 171.78 269.60 High cost. 

9. Sankaraperi 129 68 86.35 175.00 No direct approach 
road and protected 
water supply -
Remote area. 

Total 2120 1206 1700.77 2651.25 
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Appendix XLIII 

l 'eference: paragraph 6.10; page 173) 

Selling price of shops as per the pricing policy 

Appendices 

(Rupees in lakh) 

Cost of land : 412.57 

Cost of construction of commercial-cum-residential 
complex : 886.54 

Total : 1299.11 

Total plinth area of commercial-cum-residential complex 19334 
: Sq.m 

Plinth area of commercial complex : 4629 
Sq.m 

Proportionate cost of land and construction for 4629 
Sq.m : 311.04 

Supervision charges @ 12.5 per cent : 38.88 

349.92 

Cost ~f conversion (AC) including supervision charges : 189.35 

539.27 

Capitalisation of half the project period interest from 
February 1991 to September 1996 at 
17 per cent• on Rs 349.92 lakh (34 months) : 168.54 

Capitalisation of half the project period interest from 
September 1994 to September 1996 at 
17 per cent • on Rs 189.35 lakh ( 12.5 months) : 33.53 

741.34 

Collection charge at 0.5 per cent : 3.71 

745.05 

Profit at 20 per cent* : 149.01 

894.06 

Rate per sq.m : 894.06/4629 
= Rs 19314 

Rate per sq.ft : 19314/ 10.76 
= Rs 1795 

(or) Rs 1800/-

* Rate of interest and profit as adopted by the Board in its calculation. 
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Appendix XLIV 

(Reference: pa ragraph 6.23 (B); page 186) 

Calculation of half-yearly property tax 

A. Table show ing the differ ent percen tages a pplica ble for calculation of h a lf-yearly 
Tax from t he A nnua l Value 

Gr ade 

II 

lll 

IV 

Annual Value 

From Re I upto Rs 500 

Above Rs 500 to Rs 1000 

Above Rs I 000 to Rs 5000 

Above Rs 5000 

Half yearly tax (as a percentage of 
the Annual Value) 

6.43 

9.58 

10.63 

11.95 

B. Steps involved in the com p uta tion of Revised A nnual Value (AV) 

SI 

2. 

3. 

4. 

I. The existing AV of the property, the extent of Building, type of occupation (owner or tenant) 
and usage (residential or commercial) were taken from the data available with the 
Corporation. 

2. The current extent of the building, type of occupation and usage were taken from the returns 
fi led by the assessees. 

3. The existing AV was then updated taking into account changes in area, usage or occupation if 
any. 

4. Calculation of Fair rent (FR) (an independent assessment of the Rental Value of the property), 
in accordance with the provisions of the Chennai Buildings (Lease and Rent Control) Act 
1960. . 

5. Striking a ratio between the updated 'Monthly Rental Value of the Property' and the 'FR'. 

6. Calculating the Revised Rental Value by application of percentage increased to the updated 
renta l value as per the table below based on the ratio arrived at in item 5 above. The rate of 
increase to be applied on the existing AV depends on the ratio of Existing Rental Value 
(ERV)/Fair Rent Value (FRY) as given below. This process has the effect of giving greater 
increase in tax to properties where the existing tax was low and vice versa. The percentage 
increases ranged between 20 per cent to I 00 per cent depending on the above ratio and also 
the usage/occupation. 

Table showing differen t percentages o f incr eases to b e applied on t h e existing 
AV for purposes of t h e General Revision 

Ratio Residential Residential Non-residential Non-residential 
ERV/FRV owner tena nt owner tenant 

Above 3/4 20% 30% 50% 60% 

Below 3/4 20% 35% 55% 65% 

Above 1/2 

Below 1/2 25% 40% 65% 75% 

Above 1/4 

Below 1/4 25% 50% 90% 100% 

7. Limiting the Revised Rental Value to the FR so that no individual taxpayer suffered any 
abnormal increase in Tax. 

8. Converting the Revised Rental Value to the Revised AV (by allowing a 10 per cent reduction 
on cost of building to meet expenditure on maintenance) 

9. Computation of Revised Tax from the Revised AV, at different percentages depending on 
magnitude of the AV. 
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Appendix XL V 

(Reference: paragraph 6.30.4 (a) (i) page 199) 

Execution of works not covered under the Scheme 

Year Name of the SI. Details of work Expenditure 
:onstituency/ No. incurred 
Rajya Sabha (Rs in lakh) 

Member 
(S/Shri) 

1997-98 Rasipuram Construction of 5.48 
Commercial Complex at 
Edangansalai 

2 Appasamudram Milk 2.15 
Producers Cooperative 
Society Building 

3 Road Maintenance Work- 0.40 
Narasingapuram To 
Appasamudram (200 
Metres) 

Salem 4 Repairs to Drains at 1.75 
Arumuganagar Division 44 

5 Repairs to Drains at 0.50 
Arumuganagar Division 44 
Reach II 

6 Maintenance work to 1.25 
School Building at 
Manipur Middle School 

R. Margabandhu 7 Construction of compound 2.09 
(Rajya Sabha) walls to Schools - 2 

numbers 

8 Formation of Thrashing 3.60 
floors - 6 numbers 

Tirunelveli 9 Formation of Thrashing 0.75 
floor at Manur 

Thangaraj 10 Formation of Thrashing 0.50 
Pandian (Rajya floor at Shanmugapuram 

.. 
Sabha) 

S. Peter 11 Construction of 4.03 
Alphonse commercial complex at 
(Rajya Sabha) Seevanallur 

Mayi laduthurai 12 Gravelling works- I 1.22 
number 

13 Improvement to road-6 5.22 
numbers 

O.S. Manian 14 Gravelling works-I 1.25 
(Rajya Sabha) number 

1998-99 Rasipuram 15 Commercial complex at 5.88 
Thalaivasal-2 numbers 
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Year Name of the SI. Details of work Expenditure 
Constituency/ No. incurred 
Rajya Sabha (Rs in lakh) 

Member 
(S/Shri) 

16 Repairs to Higher l.50 
Secondary School at P.N. 
Pala yam 

17 Shopping complex at 2.40 
Karappur 

18 Shopping complex at 0.98 
Kollapatti 

19 Construction of buildings 1.95 
for Milk Cooperative 
Society at Mathur 

Chidambaram 20 Construction of Compound 3.87 
wall to Government Girls 
Higher Secondary School 
at Chidambaram 

21 Repair works to Schools -2 8.90 
numbers 

Vellore 22 Construction of Compound 4.50 
walls to Schools -6 
numbers 

23 Construction of Compound 5.00 
wall to Play ground 

24 Fonnation of Thrashing 0 .73 
Floor 

Pollachi 25 Repairs to Community 0.40 
Hall 

26 Purchase of furniture to 0 .26 
schools - 5 numbers 

27 Purchase of 25 HP Engine 0.85 
to Aliyar Dam for Boat 

28 Construction of shops 10.00 
inside the bus stand at 
Periyanegamam 

Viduthalai 29 Purchase of furniture to 0. 13 
Virumbi (Rajya schools -3 numbers 
Sabha) 

30 Purchase of Colour T.V for 0.12 
Usilampatti Panchayat 
Union 

31 Gravelling Burial Ground 0.30 
Road - Sakkalapuram to 
Kak.kivadanpatti 
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Year Name of the SI. Details of work Expenditure 
Constituency/ No. incurred 
Rajya Sabha (Rs in lakh) 

Member 
(S/Shri) 

32 Forming and Gravelling 2.89 
road 0/0 to 2/6 -
Kodangipatti to 
Thombakulam 

33 Gravelling road - 2.99 
Mookamatham to 
Oonjampatti 

Coimbatore 34 Construction of 3 shops in 2.64 
Perur Town Panchayat 

Tenkasi 35 Improvement to roads 7.00 
(Gravel works) 4 numbers 

P. Soundararajan 36 Provision of sodium 0.81 
(Rajya Sabha) vapour lamps 

S. Peter 37 Provision of sodium 0.05 
Alphonse vapour lamps 
(Rajya Sabha) 

O.S. Manian 38 Gravelling work -1 0.26 
number 

South Chennai 39 Provision of sodium 6.64 
vapour lamps 

North Chennai 40 Provision of sodium 4.97 
vapour lamps 

1999-2000 Cuddalore 41 Formation of Thrashing 5.95 
Floors - 12 numbers 

Vellore 42 Construciton of Compound 0.98 
wall to school 

43 Construction of Pre- 1.93 
retaining wall and climbing 
steps to Murugan Temple, 
Palamethi 

44 Construction of retaining 2.96 
wall and climbing steps to 
Murugan Temple, 
Pa1amethi. 

R.. Margabandhu 45 Formation of Thrashing 1.20 
(Rajya Sabha) Floors - 2 numbers 

Viduthalai 46 Construction of Cycle 1.00 
Virumbi (Rajya stand at Government 
Sabha) Higher Secondary School 

at Palladam 

47 Construction of compound 3.20 
wall for new Bus stand at 
S.S. Kulam 
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Year Name of the SI. Details of work Expenditure 
Constituency/ No. incurred 
Rajya Sabha (Rs in lakh) 

Member 
(S/Shri) 

48 Purchase of furniture for 3.00 
Karamadai Government 
Higher Secondary School 

Sivakasi 49 Construction of compound 1.00 
walls to schools at Puvani 
-2 numbers 

50 Fonnation of Thrashing 1.50 
floor at Patakulam 

51 Forming and gravelling 1.28 
road-Kongankulam to 
Thombakulam 

' 52 Gravelling of road- 2.99 
Appanur to Amman Koil-
patti 0/0 to 2/0 

53 Formation of Burial 0.75 
Ground road at 
Mandithoppu 

54 Formation of Burial I 1.49 
Ground at Nakkalkottai 

S. Peter 55 Formation of Thrashing 0.70 
Alphonse (Rajya floors at Rowtharpery 
Sabha) 

P. Soundararajan 56 Provision of sodium 0.25 
(Rajya Sabha) vapour lamps 

South Chennai 57 Provision of 6 KBPS 8.70 
Internet leased connection 
for the Nodal centre for 
Internet facility to High . ~ 

Schools/Higher secondary 
schools of 
Government/Corporation/ 
municipalities of South 
Chennai Constituency 

North Chennai 58 Purchase of computers to 1.30 
Taluk office, Ambattur 

Total 146.39 
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Jtppendix XL "YI·· 

(Reference: paragraph 7; page 202) 

Summarised financial position of the Government Comnferciat/Quasi-commercial undertakings 

- {Rupees In lakh) 
SI, Name of the Year of Period of Capital Net Cu mu- Turn- Net Profit(+)/ Mean Penentage of return on Remarks 
No. Department Commence- accounts · at close block of latf\re O"Ver Net Loss{-! capital Mean Ca~ital 

ment assets depre- Before After Before After 
ciation charging charging charging charging 

interest interest interest on interest 
on capital on capital capital on capital 

I Agriculture 
Department 

I Government -1952 1996-97 453.94 10.72 11.36 21.47 (-)55.44 (· ) 68.14 422.04 .. .. .. 
Agricultural 
Engineering Workshop, 
Chennai 

2 Scheme for Purchase 1954 1980-8 1 445 .96 .. .. 7.32 (-) 14.26 (-) 47.92 440.96 .. . . Provisional 
and Distribution of 
Chemical Ferti lisers, 
Chennai 

II Animal Husbandry 
and Fisheries 
Department 

3 Chank Fisheries, 1909 1993-94 159.7 1 3.34 6.74 0.72 (-) 11.38 (-) 12.31 154.39 .. .. .. 
Tuticorin 

4 Chank Fisheries, 1978 1996-97 130.67 0.27 0.66 .. (-) 10.21 (-) 24.90 11 7.92 .. .. . . 
Ramanathapuram 

Total (-) 153.27 
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A&OE 

ABDO 

ADTP 

AE 

AEE 

ARP 

ASC 

AWPB 

BAS 

BOO 

BE 

BP 

BPL 

BRC 

CBR 

cc 

CCFS 

CDR 

CETP 

CHC 

CMA 

CPR 

CRC 

CRSP 

CSSM 

Appendix XL VII 

Glossary of abbreviations 

Administrative and office expenses 

Assistant Block Development Officer 

Assistant Director of Town Panchayats 

Assistant Engineer 

Assistant Environmental Engineers 

Accelerated Rural Water Supply Programme 

Alternative Schooling Centres 

Annual Work Plan Budget 

Baseline Assessment Survey 

Block Development Officer 

Budget Estimates 

Block Panchayats 

Below the Poverty line 

Block Resource Centre 

Crude Birth Rate 

Conventional Contraceptive 

Central Committee of Food Standards 

Crude Death Rate 

Common effluent treatment plant 

Community Health Centre 

Commissioner of Municipal Administration 

Effective Couple Protection Rate 

Cluster Resource Centre 

Central Rural Sanitation Programme 

Child Survival and Safe Motherhood Programme 
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DAN IDA 

DCDA 

DDHS 

DDMRHS 

DDP 

DFO 

DFW 

DFWB 

ore 

DIET 

DPC 

DPEP 

DPHPM 

DP Rs 

DRDA 

DTERT 

DTP 

DUDA 

DWCRA 

EAS 

EC 

ECCE 

ETP 

FAL 

FD 

Fl 

FRU 

2-24-44a 

Danish International Development Agency 

Double Conversion and Double Adoption 

Deputy Director of Health Services 

Deputy Director of Medical and Rural Health Services 

Decentralised District Planning 

Divisional Forest Officer 

Director of Family Welfare 

District Family Welfare Bureaux 

District Industries Centre 

District Institute of Educational Training 

District Programme Cordinators 

District Primary Education Programme 

Director of Public Health and Preventive Medicine 

Detailed Project Reports 

District Rural Development Agency 

Director of Teacher Education, Research and Training 

Director of Town Panchayats 

District Urban Development Agencies 

Development of Women and Children in Rural Areas 

Employment Assurance Scheme 

Eligible Couple 

Early Chi ldhood Care and Education Centre 

Effluent treatment plant 

Food Analysis Laboratory 

Fixed Deposit 

Food Inspector 

First Referral Unit 
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FW 

GEMS 

GER 

GM 

GOI 

GTN 

HFWTC 

HI 

HSC 

HUDCO 

JAY 

ICDIC 

lCDS 

I & D 

IDA 

IEC 

IED 

IFA 

IHHL 

IMR 

IUD 

JD PH PM 

JRY 

LCS 

LIC 

MAS 

MAWSD 

Family Welfare 

Global Environmental Monitoring System 

Gross Enrolment Ratio 

General Manager 

Government of India 

Government of Tamil Nadu 

Health and Family Welfare Training Centre 

Health Inspector 

Health Sub Centre 

Housing and Urban Development Corporation Limited 

Indira Awaas Yojana 

l.ndustries Commissioner and Director of Industries and Commerce 

Integrated Child Development Services 

Interception and diversion of sewage 

International Development Association 

Information, Education and ~ommunication ~rogramme 

Integrated Education of the Disabled Children 

Iron Folic Acid 

Individual Household Latrines 

Infant Mortality Rate 

Intra Uterine Devise 

Joint Director of Public Health and Preventive Medicine 

Jawahar Rozgar Y ojana 

Low Cost Sanitation 

Life Insurance Corporation of India 

Mid-term Assessment Survey 

Municipal Administration and Waler Supply Dep-artment 
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MCH 

Mrl\'ARS 

MNP 

MTP 

NER 

NFE 

NGO 

NHP 

NM Rs 

NRCP 

NRY 

NSDP 

OB/AB 

OP 

ORT 

OT 

PAC 

PD 

PFA 

PH 

PHC 

PMIUPEP 

PMRY 

PPC 

PWD 

RCHP 

RDMA 

Maternal Child Health care 

Monitoring of India National Aquatic Resource System 

Minimum Needs Programme 

1.1edical Termination of Pregnancy 

i.Jet Enrolment Ratio 

Non-formal Education 

Non-governmental Organisation 

National Health Policy 

Nominal Muster Rolls 

National River Conservation Plan 

Nehru Rozgar Yojana 

National Slum Development Programme 

Obstetric/ Abortion 

Oral Pills 

Oral Rehydration Therapy 

Operation Theatre 

Public Accounts Committee 

Personal Deposit 

Prevention of Food Adulteration 

Physically Handicapped 

Pr.imary Health Centre 

Appendices 

Prime Minister's Integrated Urban Poverty Eradication Programme 

Prime Minister's Rozgar Yojana 

Post Partum Centre 

Public Works Department 

Reproductive and Child Health Programme 

Regional Director for Municipal Administration 
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RE 

RFD 

RFWC 

RTI 

RWS 

SC/ST 

SCERT 

SGSY 

SHA SU 

SlRD 

SJSRY 

SPD 

STD 

STF 

STI 

STP 

SUDA 

SUME 

SUWE 

TA 

TANCEM 

TCA 

TFC 

TNAHCP 

TNCHF 

TN MSC 

TNPSC 

Revised Estimates 

River Front Development 

Rural Family Welfare Centre 

Reproductive Tract Infection 

Rural Water Supply 

Scheduled Castes/Scheduled Tribes 

State Councils of Educational Research and Training 

Swamajayanthi Gram Swarozgar Yojana 

Scheme of Housing and Shelter Up gradation 

State Institute of Rural Development 

Swama Jayanthi Shahari Rozgar Y ojana 

State Project Director 

Short Term Deposit 

Smear Test Facility 

Sexually Transmitted Infection 

Sewage Treatment Plants 

State Urban Development Agency 

Scheme of Urban Micro Enterprises 

Scheme of Urban Wage Employment 

Travelling Allowance 

Tamil Nadu Cement Corporation 

Transfer Credit Advices 

Tenth Finance Commission 

Tamil Nadu Area Health Care Project 

Tamil Nadu Cooperative Housing Federation 

Tamil Nadu Medical Services Corporation 

Tamil Nadu Public Service Commission 
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TNSL 

TT 

TUFIDCO 

TWAD 

UBSP 

UC 

UEGP 

UFWC 

UHP 

ULB 

USEP 

UWEP 

YHN 

VLC 

VP 

WC 

WSS 

Tamil Nadu Steels Limited 

Tetanus Toxoid 

'Appendices 

Tamil Nadu Urban Finance and Infrastructure Development Corporation 

Tamil '1adu Water Supply and Drainage Board 

Urban Basic Services for the poor 

Utilisation Certificates 

Urban Employment Generation Programme 

Urban Family Welfare Centre 

Urban Health Posts 

Urban Local Body 

Urban Self Employment Programme 

Urban Wage Employment Programme 

Village Health Nurse 

Village Level Committees 

Village Panchayats 

Wood-based Crematoria 

Water Supply Schemes 
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