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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 the Finance Accounts and the 
Appropriation Accounts of the State Government for the year ended 31 March 
2004. 

3. The remaining chapters deal with the findings or performance reviews 
and audit of transactions in the various departments of Government including 
the Public Works Department and Autonomous Bodies. 

4. Reports containing (a) the observations arising out of audit of Statutory 
Corporations, Boards and Government Companies, (b) observations on 
Revenue Receipts of the State Government and (c) observations relating to 
Local Bodies are presented separately. 

5. The cases mentioned in this Report are among those which came to 
notice in the course of test-audit of accounts during the year 2003-2004 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 
2003-2004 have also been included wherever necessary . 
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This Audit Report contains 31 Audit Paragraphs including three general 
paragraphs and eight Audit Reviews including two long paragraphs apart from 
comments on the Finance and Appropriation Accounts. As per the existing 
arrangement, copies of the drafl Audit Paragraphs and drafl Audit Reviews are 
sent to the concerned Secretaries to the State Government by the Principal 
Accountant General demi-officially with a request to furnish replies within six 
weeks. The Secretaries are also reminded demi-officially. Despite such 
efforts, in respect of 15 Audit Paragraphs and two Reviews, no response was 
received from the Secretaries concerned. The matter was also brought to the 
notice of the Chief Secretary to the Government. 

1 Review of tile State's Fi11a11ces 

Revenue receipts of the State increased from Rs 16328 crore in 1999-2000 to 
Rs 23 706 crore in 2003-04. During the current year the revenue receipts grew 
by 13.8 per cent over last year due to increase of 11.2 p er cent in tax revenue, 
12.5 per cent in non-tax revenue, 16.3 per cent in central tax transfer and 33 .8 
per cent in Grants-in-aid from Goverriment of India. Arrears of revenue 
amounted to Rs 7247 crore and represented 40.2 per cent of tax and non-tax 
revenue of the current year. 

Total expenditure of the State increased from Rs 22024 crore in 1999-2000 to 
Rs 29872 crore in 2003-04. The rate of growth of total expenditure declined 
from 17 .3 per cent in 2002-03 to 6.6 per cent in 2003-04. The decline in 
revenue expenditure by 1.6 per cent and the increase in revenue receipts by 
13.8 per cent vis-a-vis the previous year reduced the State's revenue deficit 
from Rs 4851 crore in 2002-03 to Rs 1565 crore in 2003-04. This positive 
development enabled reduction of Fiscal deficit and Primary deficit as well. 
However, the percentage of total expenditure to revenue receipts during 
2003-04 was 126 indicating that about 80 per cent of the State's total 
expenditure was met from its current revenue, leaving the balance to be 
financed by borrowings. Also the fiscal Liabilities of the State were more than 
twice its revenue receipts. 

The capital expenditure and loans and advances disbursed increased by 120.5 
per cent and 45.3 per cent over last year's figures while the non-development 
expenditure consisting of expenditure on General Services and interest 
payments accounted for 36.3 per cent of total expenditure, there was a steady 
decline in the share of Social Services from 35.9 per cen.t to 33.9 per cent 
during 1999-2004. 

Though the targets set for 2003-04 under the Medium Term Fiscal Reforms 
Plan were mostly achieved, the ratio of outstanding guarantees to Gross State 
Domestic Product is on an increasing trend indicating that the cap specified in 
the Fiscal Responsibility Act could be touched within the next few years. 

Government companies and co-operative units etc. with an aggregate 
investment of Rs 1383 crore were incurring a loss which had accumulated to 
Rs 4261 .84 crore as of March 2004. Overall, such investments fetched only a 

xiii 

2-1-4!1 



Audit Report (Civil) for the year ended 31 March 2004 

meagre return of 1.2 per cent during 2003-04 while Government continued to 
borrow funds at a higher rate of interest (5.85 to 6.40 per cent). 

Revenue realised during 2002-2003 from five major and 47 medium irrigation 
projects involving a capital expenditure of Rs 2164.31 crore was only 0.20 
per cent (Rs 4.24 crore) and was not sutlicient to cover even the direct 
working expenses of Rs 92.61 crore. These projects suffered a net loss of 
Rs 203.54 crore of which five major irrigation projects contributed to a 
substantial portion of this loss (Rs 133.47 crore). 

(Paragraphs 1.1 to 1.12) 

2 Appropriation Audit and control over expenditure 

During 2003-04, expenditure of Rs 36912.4 7 crore was incurred against the 
total grants and appropriations of Rs 45059.77 crore, resulting in a saving of 
Rs 8147.30 crore. The overall saving was the r~sult of saving of Rs 8301.91 
crore in 47 grants and 34 appropriations under Revenue section, 26 grants 
under Capital section and 11 grants and one appropriation (Public Debt 
repayments) under Loans section, offset by excess of Rs 154.61 crore in two 
grants and five appropriations under Revenue section and five grants under 
capital section. The excess expenditure of Rs 154.61 crore requires 
regularisation under Article 205 of the Constitution oflndia. 

Supplementary provision of Rs 3738.08 crore obtained during the year 
constituted nine per cent of original budget provision of Rs 41321.69 crore. 
Supplementary provision of Rs 107.32 crore obtained in March 2004 in 34 and 
12 Voted grants under Revenue section and Capital sections respectively and 
in six charged appropriations proved unnecessary in view of the final saving in 
each grant/appropriation being more than the supplementary provision. On 
the other hand, in two grants (Grant No. 33 and 40) and in one charged 
appropriation (Debt charges), supplementary provision obtained proved 
insufficient, resulting in an uncovered excess expenditure of Rs 154.16 crore. 

Substantial surrenders of Rs 8376.89 crore representing 74 per cent of total 
provision in respect of 116 schemes were made on account of either non­
implementation or slow iniplementation of schemes. Of these, cent per cent 
surrender or Rs 390.16 crore was made in 34 schemes. 

Re-appropriation proved excessive or insufficient and resulted in 
savings/excess over Rs I 0 lakh in 579 sub-heads of which the excess/savings 
was more than Rs one crore in 98 cases. 

Resumptions to Consolidated Fund under the grants continued to be persistent 
and significant leading to variations (excess/saving) between the final 
modified grant/appropriation and actual expenditure, indicating inadequate 
control over expenditure. 

(Paragraphs 2.1 to 2.9) 

3 Performance of tlze Villupuram D~strict Administration in selected 
areas 

' 
Villupuram District is one of'the hackward. districts in the State and ranked 

-.2sr" among the 29 dist~itts · in terms, of hw~ian' developme"t'index.• Though the
1 
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Overview 

District Planning cell and the Dfatrict Planning Committee were established 
in the district in October 1999 and February 2002 respectively neither the 
District Development Plan nor the Annual plans were prepared till date 
resulting in spec(fic needs of the district not being adequately addressed. 

A review of the performance of the District Administration in selected sectors 
revealed the following. 

-,, Though the target for enrolment in respect of primary classes was I 00 
per cent with no drop out under Sarva Shiksha Abhiyan, 4116 children were 
not enrolled in prin1ary classes as of March 2004 and drop out rate was six 
per cent in 2003-04. 

);:.- Shortfall in supply of text books ranged between five and nine per cent 
during 1999-2002 and the shortfall in supply of uniforms ranged between two 
and 23 per cent during 1999-2003 due to wrong assessment by Headmasters of 
the test-checked schools. 

~ Norms prescribed in the Ninth Plan document were not adhered to for 
opening of new Primary and Middle schools in unserved habitations. 

);:> About 68 per cent of the rural habitations, 75 per cent of Town 
Panchayats and all Municipalities in the district were not providing adequate 
quantity of safe water. 

);:> No augmentation work was taken up in Villupuram Municipality to 
meet the increasing demand for water due to non-functioning of Municipal 
council and non-approval of scheme formulated in August 2002. 

(Paragraph 3.1) 

4 Implementation of the Child Labour (Prohibition and Regulation) 
Act, 1986 

The Child Labour (Prohibition and Regulation) Act, 1986 bans the 
employment of children of less than 14 years age in specified occupations and 
processes and lays down penalties f or their employers. 

A review of the implementation of the Act revealed (a) wide variations in data 
on estimation of child labour identijled through various surveys, (b) fa ilure of 
the system to reach out to the child labour in unorganised sectors and 
(c) non-achievement of the objecTive of rehabilitating all the identified 
children through special schools . 

);:> National Child Labour Project could not fully achieve its objective of 
rehabilitation of identified child labour mainly due to closure of special 
schools, shortage of vocational instructors and absence of a proper system for 
following up the mainstreamed children. 

);:.- Under Child Labour Rehabilitation Project · in Chennai slums, 
enrolment of identified child liibour in transit schools was pooi· and there was 

. no fo~o'w Up of mainstre8:~11C~ children f'?r preventing ~heir relapse into child 
la}?our; 

' ' 
' • , .. 
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, Despite the judgement or the Supreme Court and setting apart specific 
funds for this purpose, the State Government could not rehabilitate 9485 child 
labourers identified as employed in hazardous occupations. 

5 

(Paragraph 3.2) 

Integrated Audit of Backward Classes, Most Backwanl Classes am/ 
Minorities Welfare departmellf 

A review of the jimctioning of the Department revealed (a) that schemes with 
high emphasis on education of the Backward Classes (BC) /Most Backward 
Classes (MBC)/Denot(fled communities (DNC) stdfered due to belated 
disbursement of scholarship of Rs 11.96 crore and incentives of Rs 12 crore to 
rural girl students, (b) non-supply of special guides at the beginning of each 
year to hostel students. (c) short supply/non-supply of text books and uniforms 
to eligible students and (d) negligible utilisation offree house sites distributed 
due to non-availability of infrastructural facilities. 

).;- Addition of project period interest with the estimated cost of 
constructing hostels resulted in additional liability of Rs 2.69 crore towards 
interest on a loan availed for the purpose. 

>- Though 5515 persons were trained in heavy vehicle driving during 
1996-2000 at a cost of Rs 7.89 crore, data regarding the trainees who secured 
employment was not ascertained. This led to non-continuance of the scheme 
after 2001-2002. Also Rs 64 lakh given for this purpose was not got refunded 
from Institute of Road Transport. 

>- Out of 1.93 lakh pattas for house sites distributed free during 
1981-2004, only a meagre 5000 houses (three per cent) were constructed in 
the State despite the Government stipulation that the houses were to be 
constructed within six months of distribution of ' pattas '. Government decided 
to provide the necessary infrastructural facilities only in December 2001. 
Further, in 16 districts 4176 plots acquired at a cost of Rs 84. 76 lakh remained 
undistributed as of April 2004. 

r The administrative structure of the Department from Government to 
the grass root level has inbuilt inconsistencies and remedial action has to be 
taken by Government to streamline the administration. 

(Paragraph 3.3) 

6 P11ratchi Thalaivar MGR N11tritious Meal Programme 

Puratchi Thalaivar MGR Nutritious Meal Programme was launched in 1982 
with a view to providing adequate nutrition to economically disadvantaged 
children of age group 2 to 5 years and was later extended to students of age 
up to 15 years. Besides combating malnutrition, the programme sought to act 
as an incentive for increasing enrolment in schools and for reducing dropouts. 

xvi 
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Overview 

A review of the programme revealed the following: 

~ A quantity of 38820 MT of fine rice received from Government or 
India under National Programme of Nutritional Support to Primary Education, 
was substituted by common rice. 

>-- Supply and use of Double Fortified Salt in seven goitre prone districts 
against the recommendations of UNICEF and the National Institute of 
Nutrition resulted in extra expenditure of Rs 27 .15 lakh during 2002-04. 

~ Despite reconm1endations of the Public Acc_ounts Committee, 
measuring devices for weighing food ingredients had not been provided to the 
noon-meal centres. 

~ There were shortfalls in conducting inspections by the Personal 
Assistant (NMP) in various districts during 2002-04. Sinlilarly the Block 
Development Officers did not conduct required number of inspections during 
1999-2004 in three sample districts. 

(Paragraph 3.4) 

7 Review of l11dia11 Systems of Medicine and Homoeopatliy 

With a view to encourage and popularise traditional Indian Systems of 
Medicine and Homoeopathy and to bring out their benefits. State Government 
set up a separate Directorate of Indian Medicine and Homoeopathy in 1970 
under the Health and Family Welfare Department. HoH1ever. even as of 
2003-04, the Directorate did not have any statistical data to indicate the 
effectivenes.s of these systems of medicine in treatment of diseases . . The 
vacancies in the posts of Assistant Medical Officers resulted in shortfall in 
provision of services to the extent of 15 days or more in a month in 56 per cent 
and 68 per cent of the· months in two test-checked districts during 1999-2003. 
About 46 per cent of the in-patients in Arignar Anna Government Hospital of 
Indian Medicines. Chennai did not complete the treatment during 1999-2004 
as they either abandoned the treatment or got themselves discharged against 
medical advice. 

~ Out of Rs 60 lakh released as grant by Government of India for 
procurement of equipments for drug testing laboratory, Rs 27 .88 lakh were not 
utilised. 

~ Four Research Units established in Arignar Anna Government Hospital 
of Indian Medicines did not carry out any research activity due to lack of 
modern machineries/equipments and staff. 

(Paragraph 3.5) 

8 Integrated Sanitary Complexes for women 

To improve rural sanitation, Government sanctioned a State Plan scheme for 
construction of Integrated Sanitary Comp/e.,-ies for women to provide toilets. 
bathrooms. space for washing and W(lter tubs in each of J 2618 Village 
Panchayats in two phases_ during 200'/-03. The cost of the project was met by 
obtaining loan from the Housing and Urban Development Corporation 

XVII 
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Limited and partially by providing State contribution dovetailing other 
schemes like Member of l egislative Assembly Constituency Developmenl 
Scheme and Total Sanitation Campaign. 

As of March 2004, only 8278 complexes had been compleled against the 
targe1ed 12618 complexes. This was mainly due to delay in co111ple1ion o/jirst 
phase and belated commencement of second phase. 

r Scrutiny of records in connected o ffices and in three sample districts 
revealed delay in completion/putting into use of the complexes, non-usage due 
to lack of electricity connection, poor/non-optin1Um use of constructed 
complexes and absence of maintenance due to non-involvement of user 
groups, incorrect classification of loan as urban infrastructure with higher rate 
of interest resulting in an additional interest liability of Rs 1.34 crore, 
unjustified loan amount of Rs I . 77 crore towards Administration and 
Supervision charges and unnecessary expenditure of Rs 28.83 lakh towards 
construction of pump rooms in 536 complexes wherein submersible pumps 
were installed. Also, the monitoring during construction and post-construction 
was not largely achieved due to non-formation/belated formation of Block 
level committees. 

(Paragraph 3. 6) 

9 Drought relief 111eas11res in Animal Husbandry Department 

Out of Rs 20 crore released by Government of India in December 2002 to the 
State Government for drought relief measures from National Calamity 
Contingency Fund towards fodder, Rs JO crore were released on the 
recommendation of the State Level Commiffee. Contrary to guidelines that 
such jimds be used f or providing immediate benefit, Rs 7. 38 crore out of this 
amount was utilised for establishment of infrastructure f or development of 
f odder inputs, a long tenn approach. 

Though Government requested in December 2003 to obtain utilisation 
certificate for the amount spent and to surrender the unspent amount, ji1rther 
orders were issued by Government itself for releasing Rs 76. JO lakh to · 
Principal Chief Conservator of Forests in January 2004 and Rs J.5J crore to 
Rural Development Department in June 2004. Such belated and piecemeal 
sanction and transf er indicated the absence of definite and decisive plans 
initially to combat drought. 

~ Though 28 districts were declared as drought affected, funds for 
drinking water facilities and for protection of livestock against diseases were 
released only for 22 districts. 

~ Though the protection of livestock against diseases was proposed on 
the ground that shortage of feed and fodder during drought period would 
reduce their vitality and inlmunity to diseases, Animal Husbandry Department . 
proposed to protect only 25 ,per cent of the cattle population in 22 districts. 
Even aga4tst the: reduced target of 82.51 lakh,. only 27,20 lakh cattle (33 per 
cent) were vaccinated due to short supply of v'accincs by Tamil Nadu Medical ·· 
Service Corpofation. · 
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Overview 

I 0 Wasteful/U11fruitf11/ expenditure 

(i) Commencement of the Chennai Sewerage Renovation and Function 
Improvement Project by Chennai Metropolitan Water Supply and Sewerage 
Board without first firming up commitment from the concerned major 
industries for utilising the renovated sewage resulted in unfruitful expenditure 
of Rs. 138.93 crore (including interest) incurred on the project. 

(Paragraph 4.1.l) 

(ii) Defective execution of works f-or augmentation of the sewerage system 
and its poor maintenance by Tamil Nadu Water Supply and Drainage Board 
defeated the objective of prevention of pollution of Udhagamandalam lake 
despite an expenditure of Rs 12.45 crore. Besides, Rs 1.42 crore were spent 
for cleaning the lake. 

(Paragraph 4.1.2) 

(iii) Carrying out rehabilitation works of the tank bund of Willingdon 
Reservoir in Thittakudi taluk of Cuddalore District without proper 
investigation resulted in wasteful expenditure of Rs 5.04 crore. This included 
an avoidable extra expenditure of Rs 1.21 crore due to allowing excess lead 
for transportation of red earth and cost of earth. 

(Paragraph 4.1.3) 

(iv) Commencement of the work of widening and strengthening the 
existing Alappakkam railway feeder road and Alappakkam - Periakuppam 
road for a petroleum refinery without completing acquisition of land and 
obtaining the required contribution in full from the refinery resulted in 
expenditure of Rs 2.86 crore being largely unfruitful. 

(Paragraph 4.1.4) 

(v) Designing a canal for a higher capacity than required to utilise the 
surplus water from Suruliyar river resulted in wasteful expenditure of 
Rs 97.85 lakh. 

(Paragraph 4.1.5) 

11 Avoidable I Extra expenditure 

(i) Government paid Rs 18.47 crore as concession to power tariff though 
no liability on account of such a commitment existed. 

(Parllgraph 4.2.1) 

(ii) The failure of the Chief Engineer and Director, Highways Research 
Station to follow the latest census and the revised specifications in• widening 
and strengthening the radial roads leading to Madurai resulted in an avoidable 
extra expenditure/liability of Rs 9.46 crore. 

(Paragraph 4.2.2) 

(iii) Provision of bituminous concrete on ro~ds taken from Chennai 
Corporation by Highways Depa~tment for improvement ~nd maintenance in 

.. ~xcess ·of standard requirernent. resulted in avo'idable extra expenditure of 
. . Rs 6.33 crore. 

< I (Paragraph 4.2.3) 

. , I . 
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Audi I Reporr (Civil) for the year ended 31 March 2004 

(iv) Payment by Commissioner of Handlooms and Textiles for cloth for 
uniforms supplied by Tamil Nadu Textile Corporation, Coimbatore and Tamil 
Nadu Handloom weavers Co-operative Society (Co-optex), Chennai without 
accounting for the elongation of cloth during processing resulted in avoidable 
extra expenditure of Rs 2.98 crore. 

(Paragraph 4.2.4) 

(v) Entering into an agreement containing vital omissions with a fo reign 
consultant under Tam.ii Nadu Road Sector Project by its Project Director and 
delay in providing hin1 necessary data and facilities resulted in an avoidable 
payment o f Rs 2.97 crore to him. 

(Paragraph 4.2.5) 

(vi) The distribution network rrom the water distribution station fo r 
Choolaimedu zone was strengthened at a cost of Rs 32. 75 crore and 
commissioned in May 2001 . Leakages in the strengthened distribution 
network resulted in sub-optimal use of pumping capacity created and an 
unfruitful expenditure of Rs 1.44 crore. 

(Paragraph 4.2. 6) 

(vii) Unjustifiable increase in the width of a Jeep track by the Executive 
Engineer, Periyar Improvements Division VII , Madurai and allowing rates 
higher than admissible for the quantity of earth conveyed from longer 
distances by the Superintending Engineer, Periyar Vaigai Basin Circle in 
respect of two sub-works taken up fo r providing irrigation facilities resulted in 
avo idable extra commitment of Rs 1.1 2 crore. 

(Paragraph 4.2. 7) 

(viii) Failure to investigate fie ld conditions and to fo llow the prescribed 
procedure . before sending Land Plan Schedules urn;ier Chennai City 
Waterways Project and poor co-ordination with Revenue Department resulted 
in abnormal delay in land acquisit ion and caused avo idable expenditure of 
Rs 1.09 crore. 

(Paragraph 4.2.8) 

12 Blocking of fimds 

(i) Failure to implement the High Court order for allotment of !lats/ 
houses/plots by the Tamil Nadu Housing Board under Government 
Discretionary Quota resulted in blocking of at least Rs 26. 13 crore. 

(Paragraph 4.3.1) 

(ii) Due to incorrect estin1ation by State Government, Rs 1 1 .46 crore was 
received in excess from Government of India fo r the scheme of free supply of 
bicycles to Scheduled Castes/Scheduled Tribes/Scheduled Caste Convert girl 
students of class XI and XJI which remained unutilised fo r more than two 
years besides resulting in an avo idable interest liability of Rs 4.23 crore. 

(Paragraph 4.3.2) 

(iii) To avoid Lapse of budget grant, Rs five crore pertaining ·to schemes 
awaiting sanction was drawn by the Com.missioner o f Tourism in March 200·4 
and kept outside Government account. Sinfilarly, Rs 40 lakh were drawn in 
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Overview 

March 2002 far in advance of requirement and deposited outside Government 
account for works in a banned area resulting in its retention for more than two 
years. 

(Paragraph 4.3.3) 

(iv) Non-maintenance of accounts of Self Suniciency Scheme for the State 
as a whole by the Director of Rural Development resulted in non-ascertaining 
of details of unutilised funds with District Rural Development Agencies 
though Rs 2.69 crore was available as of March 2004 with I 0 District Rural 
Development Agencies. Four District Rural Development Agencies spent 
Rs 63.0 1 lakh towards purchase of furniture under the scheme in vio lation or 
Government instructions. 

(Paragraph 4. 3. 4) 

(v) Rupees 2.80 crore of Central assistance received under Operation 
Black Board (closed in March 2002) was lying unutilised in Personal Deposit 
account of Tamil Nadu Text Book Corporation (Rs 2.56 crore) and Savings 
Bank Account of Director, Elementary Education (Rs 0.44 crore) despite 
Government of lndia instructions in January 2002 for transferring it to the 
scheme Sarva Shiksha Abhiyan, the substituted scheme. 

(Paragraph 4. 3. 5) 

(vi) Government resorted to off-budget borrowing of Rs 69.25 crore during 
2001-02 for in1plementing Anna Marumalarchi Thittam and thereby 
circumvented exhibiting liability of repayment of loan in its accounts resulting 
in understatement of debt liabilities. Though the scheme was discontinued 
from April 2003, unutilised funds or Rs 2.22 crore due for refund to 
Government were lying with 11 DRDAs for more than a year. 

(Paragraph 4. 3. 6) 

13 Other points of interest 

(i) Failure of the Tamil Nadu Housing Board since 1970 to take over 
vacant land currently valued at Rs 12.70 crore facilitated its encroachment, the 
evict ion of which could not be ensured by Revenue Department. 

(Paragraph 4.4.2) 

(ii) Failure to watch payment of interest on a Government loan of Rs I 0 
crore released in January 1996 and February 1997 to Chennai Metropolitan 
Development Authority resulted in loss of interest of Rs 7.57 crore accrued 
during the moratorium period and penal interest. 

(Paragraph 4.4.3) 

(iii) The Principal, Sainik school, Amaravathy Nagar unauthorisedly 
retained the unutilised amount of Rs 1.03 crore out of the scholarship grants 
given to the school during 1999-2003 without refunding it to Government and 
also submitted excess clain1s of Rs 27.90 lakh. 

(Paragraph 4.4.4) 
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A udir Repor1 (Civil) fo r 1he year ended 3 1 March 2004 

Statement No. 2 contains the summarised statement of capital ou tlay showing 
progressive expenditure to the end of 2003-04. 

Statement No. 3 gives financial results of irrigation works, their revenue receipts, 
working expenses and ma intenance charges , capita l outlay, net profit or loss, etc. 

-

Statement No. 4 indicates the summary of debt position of the State which includes Jr 
internal debt, borrowing from Government of India, other obligations and service of 
debt. 

Statement No. 5 gives the summary of loans and advances given by the State 
Government during the year. repayments, recoveries in arrears, etc. 

Statement No. 6 gives the summary of guarantees given by the Government for 
repayment of loans etc. raised by the statutory corporations. loca l bodies and other 
institutions. 

Statement No. 7 gives the summary of cash balances and investments made ou t of 
such ba lances. 

Statement No. 8 depicts the summary of balances under Consolida ted Fund, 
Contingency Fund and Public Account as on 3 1 March 2004. 

Statement No. 9 shows the revenue and expenditure under different heads for the year 
2003-04 as a percentage of total revenue/total expenditure. 

Statement No. I 0 indicates the distribution between the Charged and Voted 
expenditure incmTed during the year. 

Statement No. l l indicates the detailed account of revenue receipts by minor heads. 

Statement No. l 2 provides detai led account of revenue expenditure by minor heads 
and cap ital expenditure by major heads under Non Plan and Plan. 

Statement No. l 3 depicts the detailed capita l expenditure incurred during and to the 
end of 2003-04. 

Statement No. 14 shows the detai ls of investment of the State Government in 
statutory corporations, government companies, other joint s tock companies, 
cooperative banks and soc ieties etc. up to the end of 2003-04. 

Statement No. l 5 depicts the capita l and other expenditure to the end of 2003-04 and 
the principal sources from which the funds were provided for that expenditure. 

Statement No. 16 gives the detailed account of receipts, disbursements and ba lances 
under heads of account re lating to Debt, Contingency Fund and Public Account. 

Statement No. 17 presents deta iled account of debt and other interest bearing i" 
ob ligations of the Government. 

Statement No. 18 provides the deta iled account of loans and advances given by the 
Government, ·the amount of loan repaid during the year, the balance as on 31 March 
2004 and the amount of interest received during the year. 

Sta tement No. 19 gives the details of earmarked balances of Reserve Funds/Deposit 
Accounts . 

• 
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2002-2003 

20836.74 

1434 1.7 1 

1860.62 

3047.57 

1586.34 

4850.96 

.<·is~·a1;:w .· 

Clwptttr I - Finances o.f the Swre Go 1•em111en1 

1.2 Trend of Finances with reference to ·previous year 

Financial posit ion o r the State Government during the current year as 
compared to the previous year was as under: 

2002-03 
20837 
14342 
186 1 
4634 
433 
433 

21270 
23122 
22715 
4133 
407 
277 

4890 
2973 
19f7 
419 

28012 
6742 
485 1 
2609 

SI.No Major A!!!!.regates 
I. Revenue Receipts 
2. Tax Revenue (Net) 
3. Non-Tax Revenue 

4. Other Receipts 

5. ~on-Debt Ca pital Receipts 
6. Of which Recovery o f Loan s 

7. Total Receipts (I +5) 
8. :'\on-Plan Expenditure 
9. 
IO. 
I l. 
12. 
13. 
14. 
15. 
16. 

17. 
18. 
19. 
20. 

On Revenue Account 
Of whi ch Interest Payments 

On Capital Account 
Of which loans disbursed 
Plan Expenditure 
On Revenue Account 
On Capicai Accounc 
Of which Loans disbursed 

Total Expenditure (8+13) 
Fiscal Deficit (17- 1-5) 
Revenue Defi cit (9+14-J) 
Primary Deficit (18-10) 

1.3 Summary of'Receipts a:iid Disbursenients 

(Rupees in crore) 

2003-04 
23706 
15945 
2094 
5667 
575 
575 

2428 1 
21506 
20835 
4700 

671 
550 

8366 
4436 
3930 

461 
29872 

5591 
1565 

891 

Table l summarises the stale of Finances o f the Government of Tamil Nadu 
for the year 2003-04 covering revenue receipts and expenditu re, capital 
receipts and expenditure and public account receipts and disbursements made 
during the year as emerging from Statement- I of Finance Accounts and other 
detailed statements. 

Table J: Summary of Receipts and Disbursements for the year 2003-2004 
(RupN:s in lTorc) 

Rl•ccipts,,,_,/:: ._:=: . .•. Di~b.ur.semcnt~ 
Section-A: Re\'enue St•ction-A: Revenue Plan Total 2003-2004 

Revenue r eceipts - 23705.7 I 25687.70 Rel'enuc 25270.95 
expenditure-

-Tax n:venue 15944.97 9894.9 1 -General servic..:s 10556.22 32.89 10539. 11 

-Non-lax rc\'enuc 2093.79 7974.05 -Social Scrvic.:s 6242.59 2355. I S S597.77 

-Share or Union 3544.20 6261.62 -Economic Scrvic..:s 2707.47 1399.93 4607.40 
Taxes/Duties 

-Gran ts from 2 122.75 1557.12 -Grams-in-aid and 1328.93 147.74 1476.67 
Govcmmem oflndia Contributions 

Revenue deficit carried 1565.24 25637.70 Total 20335.21 4435.74 25270.95 
over to Section B 

,:) 56117.70 .:Total =:=···· • =·===. 
·.:.:: (}~si16~9s 

• 
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Audir Reporr (Civil) for rhe year ended 31 March 2004 

(Rupees in lTOr c) 

''/)/ U\'<:dpts .. •: Di~hu.rscmt'nts 
... 

St>ction-13 : Capital and others Sc<:tion-13 : Capital and otht>rs 

8 1.XO OJh!nmg Cash balance 169.J5 .. Open mg Ovmlratl 579.63 
!Tom Reserve Bank 
uf lnclia-

1627.54 Capital Outla y- l5X'J.9 I 

432 .69 lkcoverics or Loans 574.55 696.65 Loans ancl Advances IO I 0.57 
and /\clvanccs- clisbursed-

8816.77 Public clcbt r~'Ccipts- 9723.32 4850.96 Revenue dclicit 1565.24 
brought clo\\·11-

.. /\111ount transferred to l ii 2 1 44 .~9 Repayment o f Public .l'NS.331
"
1 

Coming.ency Fund- debt-

27155 .49 Public /\ccoum 28 106.63 27577.39 Puhl ic Account 27195.59 
r..,'Ccipts- di sbu rsc111c.:ms-

579.63 Closing Ovcrclrall from Nil 169.35 Cash Balance.: at end- nlR5X 
Rcsc.:rve Bank or India-

37066.38 Total .. , ~8573.85 3 7066.311 Total 38573.!!5 

62754.08 Q~aud Total ·· .. .· .. ·. .·.::: 63844 .80 62754,08 GnuHl Totaf · · 63844.110 

( c) Includes net transactions under ways and means advances: Rs 55.09 crorc 

Audit observations on the Finance Accounts fo r the year 2003-04 bring out the 
trends in the majo r fiscal aggregates o f receipts and expenditure and fro m the 
statements of the Finance Acco unts fo r the year 2003-04 and wherever else 
necessary, show these in the light of time series data (Appendix 1), Abstract of 
Receipts and Disbursements (Appendix JI), Sources and Application of Funds 
(Appendix III), Summarised Financial position of Government of Tamil Nadu 
(Appendix IV) and periodic comparisons. The reporting parameters arc 
depicted in the Box 1.2. 

Box 1.2 

Reporting Parameters 

r~iscal aggregates such as tax and non-tax revenue, revenue and capital expenditure, 
internal and external debt and revenue and fiscal deficits have been presented as 
percentage to Gross State Domestic Product a t cmTent market prices. The data given 
by the Department of Economics and Statistics of the State Government for the 
GSDP at current prices have been used for this purpose. 

For tax revenues, non-tax revenues, revenue expenditure etc. buoyancy projections 
have a lso been provided for a further estimation of the range of fl uctuations with 
reference to the base represented by GS DP. 

For most series, a trend growth during 1999-2004 has been indicated. Some of the 
terms used here are exp lained in Appendix V. 

The key indicators adopted for analysing the State finances arc (i) Resources 
by vo lumes and sources, (ii) Application o r resources, (iii) Assets and 
Liabilities and ( iv) Management of deficits. Aud it observations have also 
taken into acco unt the cumulative impact of resource mobilisation efforts, debt 
servicing and corrective fiscal measures. Overall financial performance of the 
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Chapter I - Finances of the State Government 

State Government as a body corporate has been presented by the application or 
a set of ratios commonly adopted for the relational interpretation of fiscal 
aggregates. 

The accounts of the State Government are kept in three parts (i) Consolidated 
Fund (ii) Contingency Fund and (iii) Public Account. They are defined in 
Box 1.3 . 

Box 1.3 

State Government Funds and the Public Account 

Consolidated Fund 

All revenues received by the 
State Government, all loans 
raised by issue of treasury bills, 
internal and external loans and all 
moneys received by the 
Government m repayment of 
loans shall form one consolidated 
fund entitled 'The Consolidated 
Fund of State' established under 
Article 266( l) of the Constitution 
of India. 

Public Account 

Contingency Fund 

Contingency Fund of State established under 
Article 267(2) of the Constitution is in the 
nature of an in1prest placed at the disposal of 
the Governor to enable him to make advances 
to meet urgent unforeseen expenditure, 
pending authorisation by Legislature. 
Approval of the Legislature for such 
expenditure and for withdrawal of an 
equivalent amount from the Consolidated Fund 
is subsequently obtained, whereupon the 
advances from the Contingency Fund are 
recouped to the Fund. 

Besides the nom1al receipts and expenditure of Goverm11ent which relate to the 
Consolidated Fund, certain other transactions enter Government Accounts, in 
respect of which Government acts more as a banker. Transactions relating to 
provident funds, small savings, other deposits, etc. are a few examples. The public 
moneys thus received are kept in the Public Account set up under Article 266(2) of 
the Constitution and the related disbursements are made from it. 

l.5.1 Resources of the State Government consist of revenue receipts 
and capital receipts. Revenue receipts consist of tax revenue, non-tax 
revenues, State's share of Union taxes and duties and grants-in-aid from the 
Central Government. Capital receipts are comprised of miscellaneous capital 
receipts such as proceeds from disinvestments, recoveries of loans and 
advances, debC receipts from internal sources viz. market loans, borrowings 
from financial institutions/ commercial banks, etc., loans and advances from 
Government of India as well as accruals from Public Account. 

Table 2 shows the total receipts of the Government of Tamil Nadu (Rs 62111 
crore) for the year 2003-04, by volume and source. 

•" I 
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Table 2: Resources of Government of Tamil :\'adu 

(Rupees in crore) 

Revenue Receipts 2) 70(1 
II Capital Receipts 10298 

a. Recovery of Loans and Advances 575 
b. Debt Receipts 9723 

III Puhlic Account Receipts 2Xl 07 
a. Small Savings and Provident Fund 2688 
b. Rcst:rve Funds 737 
c. Deposit and Advances 8742 
d. Suspense and Miscellaneous 12286 
.::. Remittances 3654 

Total Receipts --.. ··:·,··:··· 6~111 

Revenue Receipts 

1.5.2 Statement- I I of the Finance Accounts details the revenue 
receipts or the Government. The revenue receipts of the Government consist 
mainly of its own tax, non-tax revenue, central tax transfers and grants-in-aid 
from Government oflndia. Revenue receipts, their annual rate or growth, ratio 
or these receipts to the GSDP aJ1d their buoyancies are indicated in Table 3 
below: 

Table 3: Revenue Receipts - Basic Parameters 
(Value in crore of Rupees and others in percentage) 

_.t ·.·.:-;:;:; 
.(')_j999~2000 :/(ZOOO-:Ol\ 0:: 20.01~oi >--·• .i:o.02~03 __ :::::: ·· 20_01~04 

·-··· - ··-· 
;:;::::::::::::.: .. :. 

Revenue Receipts 16328 183 17 18818 20837 
- Own Taxes 10919 12282 13010 14342 
- Non-Tax Rt:vt:nue 1357 1711 1557 1861 
- Central-Tax Transfers 2667 2784 2870 3047 
- Grants-in-aid 1385 1540 138 1 1587 
Rate of growth of 14.5 12.2 2.7 10.7 
Revenue Receipts 
Rcwnue Rcccipts/GS DP 12.9 13.0 13. 1 13.5 
Rcw 11 uc l~uoy:111cy 2.07 1.05 1.59 1.39 
GS C-; • gr1iwth 7.0 I 1.6 1.7 7.7 

2123 

Revenue Receipts for 2003-04 
(Rupees in crore) 

(9 p er cent) 

3544 
(14.9 per cent) 

2094 
(8.8 per cent) 

~Own Taxes 
[J Central Tax Transfers 

. 15945 
(67.3 per cent) 

r:l Non-Tax Revenue 
!!!! Grants-in-aid 

23706 
15945 
2094 
3544 
2123 
13.8 

13.9 
1.34 
10.3 

1.5.3 O verall revenue receipts or the State increased from Rs 16328 
crore m 1999-2000 to Rs 23706 crorc in 2003-04. T he Revenue Receipts 
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1999-2000 
2000-200 I 
2001-2002 
2002-2003 
2003-2004 

Clwpt!!r 1 - Finances of the Swte Govem111en1 

rose by 13.8 per cent during 2003-04 mainly due to increased Sales Tax 
co llections, grants- in-aid from Government or India and share o r Union Taxes. 

1.5.4 Overall growth of the fou r components or Revenue Receipts 
during 1999-2004 had also dillc red significantly. While the State's own taxes 
recorded a gro wth or 46 per cent during 1999-2004, the non-tax revenue 
recorded a growth of 54.3 per cent. The growth o f revenue fi·om Central taxes 
and grants-in-aid was 32.9 and 53.3 per cenr respectively. 

1.5.5 While the revenue l!·om the State's own resources, inc reased 
. from 75.2 p er cent of the tota l revenue in 1999-2000 to 76. 1 per cent during 

2003-04, the . contribution of Central tax transfers and grants-in-aid l!·om 
Government or India togcthcc, declined (i·o111 24.8 per ce11r of the to tal revenue 
to 23.9 per cent during the above period. However in absolute terms, the 
Central tax transfers and grants-in-aid increased from Rs 266 7 crorc and 
Rs 1385 crorc to Rs 3544 crorc and Rs 2123 crore respect ively during .the 
above period. 

1.5.6 The sources or receipts during the period 1999-2000 to 2003-04 
arc given in Table 4 below. 

Table 4: Sources of Receipts - Trends (Rupees in crore) 

Reve111,1e_.. . .. ·Capital Receipts • ....... ,., ..•.... ,..... Total 

Receipt~ > N~:iFDebt Receipts .·. Debt . · Acchfols Rec,eipts 
·• · . : :'.: << . ifo.~!µ~inli°(:ontingency receipts · in P~blfc. : · 

• .., F'Uiiti rec~ip.t~ . : \. : \ .·. ~\f.c6unt . ·.:: . . . . . ;::• ::::>:;::::::-: 

16328 
18317 
18818 
20837 
23706 

314 37 11 19545 
359 4731 21286 
325 
433 
575 

4522 
9396 
9723 

21209 
271 56 
28107 

39898 
44693 
44874 
57822 
62 111 

Gross State 
. . Domestic · 
Pr6d uct(4 •. · ·•·· 
· .. ·· 

126449 
141109 
14351 7 
154566 
170530 

GSDP figures of all years revised adopting the fig ures commun icatcd by Government. 

Arrears ofrevenue 

1.5.7 The arrears o f revenue which had steadily increased from 
Rs 6325 crore in 1999-2000 to Rs 9424 crorc in 2002-03 decreased to 
Rs 7247 crore during 2003-04, which is a favourable development in State 
finances. The outstanding revenue as on 31 March 2004 was 40.2 per cent or 
the tax and non-tax revenue raised during 2003-04 as compared to 58.2 
per cent during the previous year. Of the arrears of Rs 7247 crore as of March 
2004, Rs 1663 crore (23 per cent) were outstanding fo r more than live years. 
The arrears mainly pertained to Sales Tax (Rs 6529 crore) and Mines and 
Minerals (Rs 397 crore) . 

1.6 : .. , :: ;\ppljcation ()f resource~ ..... : .. -:. 

Treml of Growth 

1.6.1 Statcment-12 of the Finance Accounts gjves the details of 
expenditure by minor heads. Total expenditure of the State, its annual rate o f­
growth, ratio of expenditure to the State's· GSDP and revenue receipts and its 
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buoyancy with regard to GSDP and revenue receipts are indicated in Table 5 
below: 

Table 5: Total Expenditu r e - Basic Parameters 
(val ue in crore of Rupees a nd others in perceniage) 

1999~2000 2000-01 2001-02 2002-03 2003-04 
Total expendi ture (T E) 22024 23753 23882 28012 29872 
Rate of Growth 13.8 7.9 0.5 17.3 6.6 
TE/GSDP 17.4 16.8 16.6 18.2 17.5 

· TE/Revenue Receipts 134.9 129.7 126.9 134.4 126.0 
Buoyancy of tota l expenditure with 
GSDP 1.97 0.68 0.29 2.25 0.64 
Revenue Receipts 0.95 0 .65 0.19 1.62 0.48 

1.6.2 Overall expenditure of the Stale compnsmg revenue 
expenditure, capital expenditure and the loans and advances increased fi·om 
Rs 22024 crore in 1999-2000 Lo Rs 29872 crore in 2003-04. The rate or 
growth or total .expenditure declined from 17.3 per cenl in 2002-03 to 6.6 
per cent in 2003-04. While the Revenue Expenditure during 2003-04 declined 
by I .6 p er cent as compared to the previous year, the Capital expenditure and 
loans and advances disbursed increased by I 20.5 per cent and 45 .3 per cent 
over the previous year's figures. The percentage of total expenditure to 
revenue receipts during 2003-04 was I 26 indicating that only about 
80 per cent or the State's total expenditure was met from it s current revenue, 
le<1"ing the balance to bl' li11:111 ccd by bo1TO\\ ing-; . 

32000 
28000 
24000 

22024 

20000 
16000 

20728 

12000 
8000 
4000 

Growth of Total Expenditure 
(Rupees in crore) 

23753 

21753 21557-

28012 29872 

25271 

0 -t-~~~~~..--~~~~--.~~~~~-r~~~~---. 

1999-2000 2000-01 2001-G2 2002-03 2003-04 
I - Total expenditure (TE) --+- Revenue Expenditure I 

1.6.3 The re lat ivc share of diITercnt components in total expenditure 
is indicated in Table 6. 

Table 6: Components of Expenditure - Rela t ive share (in percentage) 

General Services 23.5 22.7 23.3 21.2 20.6 

Interest Payments 12.3 13. l 14.7 14.7 15.7 

Social Services 35.9 35.5 34.9 30.7 33.9 

Economic Services 20.6 22.7 2 1.8 25.3 2 1.5 

LocJns and Advances 3.0 1.9 2.3 2.5 3.4 . 

Grants- in-aid 4. 7 4.1 3.0 5.6 4.9 

• 
. 
• 
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1.6.4 Interest payments and expenditure on General Services 
considered as non-developmental exp~nd iture together accounted !o r 36.3 
pl!r cent or total expenditure in 2003-04. There was a steady decline in the 
share or Social Services from 35.9 pt'r Cl!l1t lo 33.9 per cent during the live 
year period. 

Relative Share of Expenditure 2003-04 
(in percentage) 

36.3 

33.9 

[J Genera l Services [J Social Services · ~Economic Services 
D Loans & Advances ~ Grants-in-aic;J 

lndde"'.:e of Revenue expe11di111re 

1.6.5 Revenue expenditure had the predominant share in total 
expenditure. Such expenditure docs not increase the Assets o r the 
Government. Overall revenue expenditure, it s rate or growth, ratio or revenue 
expenditure to State's GSDP and revenue receipts arc indicated in Table 7 
below: 

Table 7: Revenue Expenditu re - Basic Parameters 
(value in crore of Rupees and others in percentage) 

\ - 1999-2000 2000-01 2001-02 2002-03 2003-04 
Revenue 20728 21753 2 1557 25688 25271 
Expenditure (RE) 
Rate of Growth 17. 1 4.9 (-) 0.9 19.2 (-) l. 6 
RE/GS DP 16.4 15.4 15.0 16.6 14.8 
RE as% of T E 94.1 91.6 90.3 91.7 84.6 
RE as% to 126.9 118.8 114.6 123.3 106.6 
Rcvcnul: Receipt 

1.6.6 Overall revenue expenditure o f the State increased from 
Rs 20728 crore in 1999-2000 to Rs 25688 crore in 2002-03 and then decreased 
marginally to Rs 2527 1 crore in 2003-04. As a percentage o r GSDP, the 
revenue expenditure ranged between 14.8 and 16.6. Further, the ratio or 
revenue expenditure to total expenditu re was 84 .6 in 2003-04; in other words, 
84.6 per cen r or total expenditure or the State was in the nature o r expenditure 
on current consumption. The decrease o r revenue expenditure by Rs 4 17 crore 
in 2003-04 was ma inly due to decrease under 'Assistance to Electricity 
Board .I and 'consumer subsidies' under Civil Supplies. The ratio of revenue 
expenditure to revenue receipt has declined from 126.9 per cent in I 999-2000 

During 2002-03 , assistance of Rs 1962 crore was extended to Tamil Nadu Electricity 
Board (T~EB) as an one tiJllC settlement of its dues with Centra l utilities. · 
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to I 06.6 per ce111 in 2003-04, indicating dec line in State 's dependence on 
borrowing for mtding the: curn::1H l:xµe:11Jii.u n::. 

Trend of sa lary expend iture 

1.6.7 The salary expenditure includmg Dearness Allowance or the 
State Government over the last live years given below (Table 8) revea led that 
Salaries alone consumed nearly 29.8 per cent or the revenue receipts o r the 
Government during 2003-04. The expenditure on salaries decreased from 
Rs 7225 crore in 2002-03 to Rs 7066 crore in 2003-04. The salary 
expenditure as a percentage or Revenue Receipts and GSDP declined li·om 
34.7 to 29.8 per cenr and from 4.7 to 4. 1 per cenr respectively as compared to 
the last year. This is a positive trend from the point o f' view of health o r the 
Government 's finances. 

Table 8: Salary Expenditure (R upees in r ro re) 

1999-2000 2000-01 200 1-02 2002-03 2003-04 

Salary Expcnd i tur~ 7242 7169 7265 7225 7066 

As % ofGSDP 5.7 5.1 5.1 4.7 4.1 

As 'J-,, of Revenue Receipts 44.4 39.1 38.6 34.7 29.8 

Huge expenditu re on pension payments 

1.6.8 Pension payments consumed 13.8 per cent of the revenue 
receipts or the Government during 2003-04 and it increased by 22 per cel/l 
from Rs 2688 crorc in 1999-2000 to Rs 3280 crore in 2003-04. As a 
percentage of revenue expenditure, it constituted about 13 per cenr durmg 
2003-04. 

l nterest payments 

1.6.9 Interest payments made during the period 1999-2000 to 
2003-04 along with its percentage to Revenue Receipts and Revenue 
Expenditure arc given in Table 9 below: 

Year 

1999-2000 

2000-200 I 

2001-2002 

2002-2003 

2003-2004 

Table 9: Interest payments 
'.·. ,. 

Interest 
payn1ents 

. (R11p¢es.iu 
'c.rorer · 

2711 

3124 

3513 

4 133 

4700 

· .. r~fcentngc '~r Inferest 
•. pay1~en_ts wit,h ·• . ; . 

· -~~~~f~~;:!-·"": . ~!~!:~~~1ure 
16.6 

17. 1 

I ~. 7 

19.8 

19.8 

13.1 

14.4 

16.3 

16.1 

18.6 

Interest payments increased by 73.4 per cenr from Rs 27 1 1 crorc in 1999-2000 
to Rs 4700 crorc in 2003-04 (the average growth rate being 16.5 
per cent) primarily due to contmucd reliance on borrow ings to meet the Fiscal 
Deficit. During 2003-04, Government raised Rs 2850.96 crorc from open 
market al a weighted average rate o l' interest or 6.1 5 per cent per annum. It 
also borrowed Rs 3785.46 crorc from National Small Savings Fur.d at 
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9.5 per cent per annum and Rs ! 023 crore. at I 0.5 p er cent per annum from 
Government of India during the year. 

1.6. 10 The growth or salaries, pensions and interest payments is 
tkpic1cd i11 th~· fo llo" ing Lh:irt. 

8000 

Non-Developmental Expenditure 
(Rupees in crore) 

7000 ~~~~~--+~~~~--p--~~~~ ...... ___;~~~-.. 
7242 

6000 

5000 

4000 

7169 

3124 

7265 7225 7066 

4700 

3000 1:21~1:·-=======-========~::==~~~-:;-;;-~~~~ 
' 3280 

Subsidies 

2927 

~· -+-Expenditure on pension 
~Expenditure on Salaries 

3050 

2001.e2 

-Interest payments 

l.6. 11 Subsidies can be defined as the dif1crcncc between the cost or 
goods and services provided and the actual recoveries made from its users. 
Subsidies are categorised as Direct and Indirect. In case o r direct subsides 
there are clear norms for identification or beneficiaries and specific budgetary 
a llocation. 

1.6. 12 The Budget Speech for 2003-04 envisaged reduction of the 
subsidy burden of the State Government through proper targeting or the most 
deserving sections and through recovery of cost-based user charges from 
others. 

1.6. 13 Direct subsidies as compiled from accounts, dec lined from 
Rs 1768.42 crorc during 2002-03 to Rs 1680 crore during 2003-04 and 
const it uted 6.6 per cent of the Revenue Expenditure (Rs 2527 1 crore). Major 
subsidies comprised (a) subsidy to Tamil Nadu Civil Supplies Corporat ion 
Lim.itcd (TNCSC) towards losses incurred on supplies to Public Distribut ion 
System (PDS) (Rs 800 crore), (b) free distribution of handloom cloth to the 
people below poverty Line (Rs 174 crore) and (c) reimbursement or subsidy on 
concessional bus fare for eligible students (Rs 155 crore). Two major 
subsidies viz Power and food subsidies are discussed below: 

l.6.14 In June 2004, Government of Tamil Nadu issued a policy 
directive to the Tamil Nadu Electric ity Regulatory Commission (TNERC) 
regarding (a) extending free supply or electricity to agricultural consumers 
(except self financing scheme farmers) and hut consumers from I April 2004 
and (b) reduction of iarilT to domestic consumers. While allowing the above, 
TN ERC directed the Government of Tamil Nadu to pay Tamil Nadu 
Electricity Board (TNEB) in advance such sums as to compensate TNEB the 
burden in1poscd by the reduction in tariff. TNERC has est imated that the total 
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subsidy payable during 2004-05 by the Government or Tamil Nadu to TNEB 
for 2004-05 would be Rs 928.25 crore. 

r Thus, the benefit or reduction in revenue deficit during 2003-04 would 
be offset by the above subsidy during 2004-05. 

1.6.15 Government issued (August 2003) orders for stopping supply 
of essential commodities under Public Distribution System (PDS) to ration 
card holders with family income or more than Rs 5000 per month. The cards 
or such persons were stamped as Honorary cards (H cards). Accordingly, 
about 18 lakh card holders. were taken out of the PDS thereby marginally 
reducing the subsidy burden of Government. 

',- To weed out benefit s in respect o r bogus cards, Government had earlier 
introduced (J uly 2002) Rice coupons for 1. 12 crorc card holders. This entitled 
the coupon ho lders to 20 kilos of rice per month at a price or Rs 3.50 per kg. 
As a resu lt, the off-take o f essential commodities and subsidy thereon 
declined. Consequently, the subsidy burden on the Government declined from 
Rs 1240 crore in 2002-03 to Rs 800 crore in 2003 -04. 

>- However, based on the representations from public, Government 
withdrew (May 2004) the "H'' stamping of cards, enabling once again all card 
holders to draw all essential commodities irrespective of their income. This 
could increase the annual burden of subsidy on the Government to the extent 
of the reduction experienced earlier. 

1.7.1 Govcrruncnt spends money for diITerent activities ranging from 
maintenance o r law and order and regulatory functions to various 
deve lopmental activities. Government expenditure is broadly classi fi ed i.nto 
Plan and Non-plan and also Revenue and Capital. While the plan and capital 
expenditure are usually associated with asset creation, the non-plan and 
revenue expenditure are identified with expenditure on establishment , 
maintenance and services. By definition, therefore, the plan and capital 
expenditure can be viewed as contributing to the development of social and 
economic sectors. 

1.7.2 The ratio of Government's plan expenditure, capital 
expenditure and developmental expenditure to total expenditure as reflected in 
Statement 12 of Finance Accounts is tabulated below: 

Table 10: Category of Expenditure - (per cent to the tota l expenditure) 

: :::•.•.:: .. :.• .. :.··.•.•.•·.:i:i:%:j\••1>r•l?.:·.: ... :.:.:·.··.•.:.· ...•. 1 .. :9 ....... 9.·.•.· ... ·9 ... •.:.· .. ; .·•.·.2.·•.· .. o.·•.· .. u.·•.•· .. o .. · ... :.:.<b..-Z.oo:O~o1t : ~o.vi:~u~ ... :.· ~oo2co.3 .. >2 oo3-o4· · :::··:::::·:··;.·'.;:;.· ... :.;.·:;:-::·;:-::::::::::: . 

Plan expend iture 17.7 18.0 17.5 16.4 27.4 

Capita l expenditure 3.0 6.6 7.6 6.0 12.4 

Development 
expcndi ture2 

63.0 63.5 61. I 63.1 62.4 

(Total expenditure does not include loans_and advances) 

.. - . 
Includes expenditure on Soda! Services, Ecunornic Serv ices and Grants-in:a id: . . . 

• 
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Chapter I - Finances of the State Government 

Plan expenditure declined from 17. 7 per cent or total expenditu re i.n 
1999-2000 to 16.4 per cent in 2002-03 and then increased to 27.4 per cent or 
total expenditure in 2003-04. Capital expenditure which ranged between 3.0 
and 7 .6 per cent of total expenditure during 1999-2003, increased to 12.4 
per cent of total expenditure in 2003-04. The share of deye lopmenl 
expenditure in this period ranged between 61.1 per cent and 63.5 per cent. 
Increase in capital expenditure under plan head during the year was mainly 
due to adjustment of prior period capital expenditure on (a) State's share 
towards Railway Projects and (b) Other Districts Roadworks earlier met from 
proceeds of Bonds floated by Tamil Nadu Industria l Development Corporation 
(Rs 1423.38 crore) during 1999-2002 and parked in a Personal Deposit 
Account. 

1.7.3 The share of revenue and capital expenditure under plan was 56 
and 44 per cent respecti ve ly. While the major plan expenditure under revenue 
was under Social Welfa re and Nu trition (25.4 per cent), Rural Development 
( 17.7 per cenl) and Agriculture and all ied activit ies ( 11.9 per cent), the major 
plan expenditure under capital was under Water Supply and Sanitation (36 
per cent) and Roads and Bridges (35.5 per cent). Of the developmenta l 
expenditure, Social Services (Rs I 01 10 crore) and Economic Services 
(Rs 6432 crore) accounted fo r 56. 1 per cenl and 35. 7 per cent respective ly. 

Finaucial Assistance to local bodies and other institutions 

J.7.4 The quantum of assistance provided by W'IY of grants and loans 
lo local bodies etc., during the period or five years ending 2003-04 was as 
fo llows: 

(Rupees in crore) 

""+;1999-~000 ; 2000~01 9;· 2001-02. '' 1002~o:t 
.·.·: ·=:· :·::··-· 

,~003-0.4 

Universiti es and Educational Institutions 1531 1676 76 1 316 325 

Mu ni cipal Corporations and 11 2 125 505 866 847 
Municipaliti es 

Panchayat i Raj Institutions 1430 915 6.30 1351 1735 

Development Agencies 474 731 571 186 312 

Hospita ls and other Charitable Institutions 12 9 2 4 19 

Other institutions 662 514 508 3265 1890 

Total 4221 3970 2977 5988 5128 

Percentage of growth over previous year 12 (-) 6 (-) 25 10 1 (-) 14 

Assistance as a percentage of revenue 20 18 14 23 20 
expenditure 

As seen from the table, the grants-in-aid extended to Panchayat i Raj 
Institutions increased duri.ng the year. Decrease i.n the quantum of financ ial 
assistance to "Other Institutions" during the year was main ly due to release of 
Rs 1962 crore duri.ng 2002-03 towards grants-in-aid to Tamil Nadu Electricity 
Board as an one time settlement for payment of dues to Central utilities. 

Misappropriation, losses, etc. 

1.7.5 . Cases of misappropriation of Government money reported to 
Audit upto Jv!arch 2004 and on which repoi:_t on final ~ct ion viz. write-off o·r~ 
recovery was peRding at the end or June 100'1 were as under: 

• • 
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Cases reported to cnd of March 2003 and 
outstand ing at the end of June 2003 

Cases reported during Apri I 2003 to March 2004.\ 

Total 

Cases <.:!eared during July 2003 to June 20044 

Cases outstanding at th e end of June 2004 

Number 
of cases 

380 

7 

387 

13 

374 

AJliOunt 
lRupees in lakh 

537.64 

53.26 

590.90 

1.23 

589.67 

Department-wise and year-wise analysis of the pending cases arc given in 
Appendix VJ. · In all these cases, report on the depar.tmcntal action taken and 
results or the proceedings against Government servants responsible, which arc 
required to be sent to Audit, were still awaited. 

1.7.6 Further, 266 cases or shortage, theft, damage to property, etc., 
invo lving Rs 1.63 . crore were reported to Audit upto March 2004 by 
departments other than Public Works, Highways and Forest Departments. 
2815 cases invo lving Rs 16.56 crore were either reported by or noticed during 
audit or Public Works, Highways and Forest Departments upto March 2004. 
Department-wise and year-wise af'.alysis or these cases arc contained in 
Appcndi>. VIL 

l .8 As~ets and Lfabilitie's.:' 

l.8.1 Government accounting system docs no t attempt a 
comprehensive accounting of fixed assets, e.g. land owned by the 
Government. However, Government accounts do capture the financial 
liabi lities arising from loans taken and the assets created out o f expenditure. 
Stat ~mcPts 16 and 17 of Finance Accounts show the year-end balances under 
the Debt , Deposit and Remittance heads from which the liabilities and assets 
are worked out. Appendix JV presents an abstract or such liabilities and the 
assets as on 3 1 March 2004, compared with the corresponding position on 31 
March 2003. 

1.8.1 The liabi li ties as. ~er Appendix JV mainly comprise monies 
owed by the Government ansmg from internal borrowings, loans and 
ddvances from the Government of India, receipts from the Public Account and 
reserve runds. During 2003-04, the liabilit ies grew by 12. 7 per cent. 

1.8.3 Similarly, assets comprise mainly capital expenditure and loans 
and advances given by the Government and grew by 22.4 per cent during 
2003-04. ~ 

Includes a case of misappropriation of Rs 37 .55 lakh by staff of Government School, 
Nayagana ipiriyal, Perambalur District. noticed during test-check of Office of Chief 
Educational Officer, Perambalur. Criminal and Departmental action against a B'.T. 
Assistant responsible for misappropriat ion of Rs 28.32 lakh during 1993-2000 was in 
progress. Action was pending in respect of balance amount misappropriated in this 
case. 
All the 13 cases relate to recovery from the responsible persons. 
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Financial results of irrigation works 

l.8.4 Statement 3 or Finance Accounts depicts the linancia l result s o r 
five major and 47 medium irrigation projects involving capita l expenditure o r· 
Rs 2 164 .31 crorc at the end o r March 2003. It shows that revenue realised 
lr·om these projects during 2002-03 (Rs 4.24 crore) was only 0.20 per cent or 
the capital expenditure and this was no t sullicient to cover even the direct 
worki ng expenses (Rs 92.61 crorc). Aller meeting the work ing and 
maintenance expenditure (Rs 94. 36 crore) and interest charges (Rs 112.05 
crore), the projects suflcred a net loss o r Rs 203.54 crore. The losses 
comprised of Rs 133.47 crore on the major irrigation projects and Rs 70.07 
crorc on the medium irrigation projects. 

/11 co111plete projects 

1.8.5 As per informat ion received from the State Government , there 
were 59 incomplete projects which were schedu led fo r completion bdo re 31 
March 2004 on which Rs 551 .63 crorc of capital expenditure was incurred. 
Each of these projects cost more than Rupees one crore but were incomplete 
fo r reasons such as non-receipt or revised Administrat ive sanction, pending 
land acquisition, de lay in finalisation of tender etc. 

Com 111 ercial activities 

l.8.6 Activit ies or quasi-commercial natu re arc performed by the 
departmental undertakings or certain Government departments. These 
undertakings arc Lo prepare proforma accounts in the prescribed format 
showing the results or annua l financial operations. The Heads or Departments 
in Government arc to ensure that undertakings which arc funded by budgetary 
release, prepare the accounts on time and submit the same to Accountant 
General for audit. Though there are no such undertakings in the Government 
o f Tamil Nadu as of March 2004, one such erst while departmental undertaking 
viz. , Government Agricultura l Engineering Workshop, Chennai which was 
closed from 28 August 2002 has finalised its accounts upto 200 1-02 only. 
Rupees 7.84 crore had been invested by the State Government in th is 
undertaking t ill the end or 200 1-02. 

1.8.7 Paragraphs 6.1 and 1.8.8 or thc Reports o f the Comptro ller and 
Auditor General of India (Civil ) ror the years ended 31 March 2002 and 3 1 
March 2003 respectively mentioned the fai lure of the Heads o r Departments 
and the management or the undertakings regarding timely preparat ion or the 
proforma accounts. Accountant General (Audit) II reminded the Secretary or 
the concerned d~partments p1,;riuui1.:aliy in this nialler. 

1.8.8 The fi nancial position of Agricultural Engineering Workshop is 
given in Appendix VIII. 

Fiscal liabilities - Public Debt and Guarantees 

1.8.9 The Constitution of India (Article 293) provides that State may 
borro w within . the territory o r India, upon the security or its Consolidated 
Fund, within such limits, as may from time to time be fixed by an act of 
Legislature . However, no such law was passed in the State (Article 293) to lay 
down any such li mit. 

1.8.10 Statement 4 read with Statements 16 and 17 of Finance 
Accounts show the year-end balances under Debt, Deposit and Remit Lance 
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heads fi·om which the liabil ities arc worked ,out. Table I I below gives the 
fi scal liabilitics5 or the State, its rate o r growth, rat io or these liabili ties 10 

GSDP, revenue receipts and own resources (Tax and non-Tax rece ipts) and the 
buoyancy or these liabilities with respect to these three parameters. ll would 
be observed that the overall fi scal liabi lities or the State increased li·om 
Rs 28430 crore i.n 1999-2000 to Rs 49445 crore in 2003-04 a( an avera12.e 
annual rate of' 16.2 per cent. These liabilities vis-a-vis GSDP increased 11·0~11 
22.3 per cent in J 999-2000 to 29 per cent in 2003-04· their rat io 10 revenue 
rece ipts increased from 174.1 Lo 208.6 per cent over the {ivc year period. 

1.8.1 1 At the end or 2003-04. the fiscal liabilities (Rs 49445 crore) 
were more than I wice the revenue receipts o r the State. During 1999-2004, the 
fiscal liabilities or the State grew much faster compared to it s rate or growth or 
GSDP, revenue receipts and own resources. For each one per cent increase in 
GSDP, Revenue Receipts and own resources, the direct fisca l liabilities o r the 
State have gone up by 1.2, 0.9 and 1. 1 p er cent respectively during 
2003-04. 

Table 11: Fiscal Liabili ties - Basic Parameters 
(value in crore of Rupees and others in percentage) 

.::>::· ... :: .·:· .: 1999.,2000 2000-01 2001.,02 2002-03 
fi scal Liabilities 28430 33421 37933 43915 
Rate of Growth 23.3 17.6 l 3.5 15.8" 
Percentage of f iscal Liabiliti es to 
(a) GSDP 22.J 24. 3 25.5 28.6 
(b) Revenue 174. l 182.5 20 l.6 2 10.8 

Receipts 
(e) Own Resources 231.6 238.8 260.4 271 .0 
Buoyancy of fi scal Liabi I itics to 
(a) GSDP ., ., .., 

.> . .J .J 2.29 l. 65 4.51 
(b) Revenue 1.6 1 l.44 5 .00 1.48 

Rlxl'. ipts 
( L' ) Own R L'~Oll 1 L' l'.S l.68 l. 26 ' :ZlJ 1.4 l 

Fiscal Liabilities and Revenue Receipts 
(Rupees in crore) 

4944! 

5000<! 
45000 
40000 
35000 
30000 
25000 
20000 
!5000 
10000 
5000 

0 
199,9-2000 

. 

2003-04 
49445 

12.6 

29 
208.6 

274.1 

1.2 
0. 9 

fi scal liabi lities comprise (a) J11tcrnal Debt (b) Loans and Advances from Central 
Gove\:nim."1t (e) Small Savings, Provident fur~d etc. (d) Receipts of Local funds etc . 
(e).ci~il DciJosits ( f) Reserve fund s etc. 

• 

16 

• 

<.-

,-

... 



•. 

• 

Chapter I - Finances o/thi! Swte Co1·1!1m1w111 

Total cont ingent liabilit ies constituting guarantees given by Government stood 
at Rs I 0098 crore at the end or 2003-04. 

1.8.12 Another important indicator or debt sustainability is net 
availabi lity of funds al1er repayment of the principal on account of the earlier 
rnntracted iiabiiilies and inleresi. The nel funds ava ilable on account or 
internal debt and loans and advances from Government or India declined from 
Rs 3 788 crore in 2002-03 to Rs I 05 1 crore in 2003-04. The Table 12 below 
gives the position of the receipt and repayment o r internal debt over the last 
!Ive years. The net funds ava il able, afler provid ing for the interest and 
repayments, varied from 3.9 per ce111 lo 20. 1 per cent du ring 1999-2004. 

· There was marked reduction in availing o f ways and means advances and 
overdrarl !l·om Reserve Bank or India. These tell from Rs 10535 crore during 
2002-03 to Rs 1710 crore in 2003-04 and contributed Lo a sharp dec line in 
Receip t and Repayment under Internal Debt. 

Table 12: :'\er Availabi lity of Borrowed Funds ( Rupees in crore) 

1999-2000 2000-01 2001-:ol 2002-03 2003-04 

Interna l Debt6 

Receipt 6535 11530 12575 17883 10410 
Repayment 567 1 8227 10855 11 85 1 5774 
(Principal - lmcrcst) 

Net Fund Available 864 3303 1720 6032 4636 
l\et Fund Available (per celll) 13 29 14 34 45 
Loans a nd Advances from GOI 

Receipt 201 1 66 91 3 920 1023 
Repayment 1830 1953 2108 3164 4608 
(Principal , In terest) 

Net Fund Available 181 (-) 1887 (-) 11 95 (- ) 224-1 (-) 3585 
Net Fund Avuilablc (per ce111) 9 
Total P ublic Debt 

Receipt 85-16 11596 13488 18803 11 433 
Repayment 7501 10180 12963 15015 10382 
(Principal -r Interes t) 

Net Fund Available 1045 1416 525 3788 1051 
Net Fund Available (per cell/) 12.2 12.2 3.9 20.1 9.2 

Guarantees issued by the State Government 

1.8.13 As provided under Article 293 or the Constitution, Government 
give guarantees for the due discharge or certain liabilities like repayment or 
loans, share capital etc. raised by Statutory Corporations, Government 
companies, Co-operative institutions etc. These guarantees const itute 
contingent liabilities or the State since in the event of non-payment of loans, 
there may be an obligation on the Government to honour these commitments. 
According to the Tamil Nadu Fiscal Responsibility Act passed by the State 
Legislature in May 2003, as amended in February 2004, Government should 
cap the total outstanding guarantees to 100 per cent of the total revenue receipt 
in the preceding year or at ten per cent or GSDP whichever is lower and cap 
the risk weighted guarantees to 75 per cent or the total revenue receipt of the 
preceding year or at 71/i per cent orGSDP whichever is lower. 

l.8.14 State Government categorised the guarantees according to the 
risk involved and assigned risk weightage to each. Where the guaranteed loan 
is fully serviced by Government by way or debt service grant/provision in the 

Includes ways and tncans advances and overdraft • • • 
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budget, it is treated as guarantee with 'Nil Risk' with zero p(:'r cenr weight age 
assigned lo it. Guarantees in respect or institu tions that arc no t in good 
financial hea lth including those that have been or arc likely to be wound up arc 
considered as 'Very High Risk' with 80 per cenr risk wcightagc ass igned to it. 
Rest or the guarantees were categorised as ' Low Risk' (25 per cenr Risk 
wcightagc), ' Medium Risk' (40 per cenr Risk wcightagc) and 'High Risk' 
(60 per cenr Risk wcightagc) based on the financial heal th or institution and its 
ability to service the debt. 

Outstanding Guarantees 

1.8. 15 During 2003-04 Go vernment gave fi·csh guarantees aggregating 
Rs 1662. 18 crorc on bchalr or various inst itutions. Maximum amou nt o r 
guarantees as on 3 1 March 2004 was Rs 18843 crorc aga inst which sums 
outstanding on that date were Rs I 0098.39 crore (P rincipal: Rs 9961. 16 crorc; 
Interest: Rs 137.23 crorc). The outstanding amount for 2003-04 was 48.5 
per cent or Revenue Receipt and 65.3 per cent o r ten per cenr orGSDP for the 
previous year viz. 2002-03. Risk weighted outstanding guarantees as on 31 
March 2004 are yc·t to be compiled by Finance Department. Y earwise 
posit ion or outstanding guarantees during the last five years vis-a- vis the 
prescribed ceiling or 100 per cenr or Total Revenue Receipts and ten per cent 
orGSDP in the respective preceding years is given in the follo\-ving table. 

(Rupees in crore) 

Year Outstanding 
. . 

.'.Revenue Percentage 10 per cent of Pe rce ntage 
amount of · Receipts of of (2) to (3) (;SDP of tJ1e of (2) to (5) 
guarantee at th_e tJ1e previo~s<\ ·previous ye:u-
e1.id oftbe year · year 

:_: (1) (2) > (3) (5) (6) 

1999-2000 5654 14261 39.6 11 82 l 47.8 

2000-200 l 6780 !63 28 4 l.5 12645 53.6 

200 l -2002 8570 18317 46.8 141 l l (J0.7 

2002-2003 8677 188 18 46.l 14352 60.5 

2003-2004 10098 20837 48.5 15457 65.3 

The above table suggests that if the trend of faster growth or outstand ing 
guarantees vis-a-vis GSDP continues, the percentage in column (6) above 
could touch the cap set under the Fiscal Responsibility Act withLn the next few 
years. 

Category-wise guarantees issued 

1.8.1 6 During the year 2003-04, Government issued guarantees fo r 
loans amounting to Rs 5 13.43 crorc to fou r institut ions7 which were 
categorised under 'Very High Risk' guarantees. 

1.8. 17 Government has categorised the guarantees to loans etc. as 'N il 
risk' where the loan is fu lly serviced by Government. As or 31 March 2003, 
Government had issued Rs 340 I. 72 crore guarantee under 'N ii risk' category 
with budgetary support. 

Tamil Nad u Co-opcrative Housi ng f-edcration Ltd.: Rs 48.55 crorc; Co-opera tive and 
Public sector sugar mills: Rs 454. l 8 crorc; TN Hand loom Devclop1rn:nt Corporation: 
Rs 2.20 cron:: and Southern Struc tura l Ltd .: Rs 8.50 crore. 
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Accou11ti11g of 'Nil Risk ' guarantee 

1.8.18 Go vernment resorted to a ir-budget borrowing amounting to 
Rs 1423.38 crore during 1999-2003 through Tamil Nadu Industrial 
Development Corporation for financing various Government projects. In 
2003-04, Government decided to make necessary adjustment in accounts to 
exhibit these as Public Debt. Audit obs~rved that the other 'Nil Risk' category 
loans amounting to Rs 1978.34 crore8

, being serviced fully by Government 
through Budgetary provision, would also require to be classified as Public 
Debt or the State Government , instead or projec ting the same a~ contingent 
liability, to renect the true position orGovernment 's liability. 

Guarantee Redemption Fund 

1.8.19 Government constituted a Guarantee Redemption Fund (GRF) 
in March 2003 for discharge or invoked guarantees. An amount of Rs 50 
crore was credited to the Fund during 2003-04. Though the accretions to the 
Fund were to be invested in specified securities, no investment was made. The 
Balance at the credit of the Fund as on 31 March 2004 was Rs 46.49 crore. 

1.8.20 
following: 

Test-check or records9
, during June 2004 revealed the 

).... In view of its mountLng losses and financial liabilities, Government in 
July 2002, ordered the winding up or the Tamil Nadu Film Development 
Corporation (TNFDC). As on 31 March 2003, TNFDC's guaranteed loans 
outstanding was Rs 7.82 crore constituting dues to other Government 
corporations. Besides this, an amount or Rs 4.06 crore was pending recovery 
from TNFDC in respect or a guarantee invoked Ln 2000. Government, in June 
2003 sanctioned an additional am.ount or Rs 3.51 crore to Tamil Nadu 
Newsprint and Papers Limited towards its dues from TNFDC arising from a 
loan guaranteed by the Government. The amount so paid was to. be adjusted 
against value of assets to be transferred to Government from TNFDC. As or 
July 2004, the assets were still to be transterred and an amount of Rs 7.57 
crore was pending from TNFDC. 

,. In January 2002, Government stood guarantee . to a loan or 
Rs I 00 crore availed by the Tamil Nadu Transport Development Finance 
Corporation (TNTDFC) from LIC or India for procurLng I 000 buses in 
2001-02 to replace averaged buses in State Transport Undertakings (STU). 
The loan was drawn from UC in instalments or Rs 40 crore in March and 
Rs 60 crore in September 2002 and deposited in Special Personal Deposit 
Account or the Corporation. As of July 2004, only Rs three crore had been 
spent and balance or Rs 97 crore was lying unutilised in the deposit account. 

figures as per Budget Memorandum 2004-05 - TN Police Housing Corporation 
Li mited: Rs 268.47 crore: TN Rural Housing and Infrastructure Development 
Corporation Limited : Rs 242 .8 1 crorc: TN State Construction Corporation Limited: 
Rs 113.52 crore: TN Backward Classes Economic Development Corporation 
Li mited: Rs 19.49 crore: TN Medical Services Corporation Limited: Rs 51.51 crorc: 
TN Slum Clearance Board : Rs 88.99 crorc: Chennai Metropolitan Development 
Authority: Rs 206.92 crore; TN Water Supply and Drainage Board : Rs 919.26 crore: 
and TN Housing Board: Rs 67.37 crorc. 

Records of TN Industrial Investment Corporation, TN film Development 
Corporation, TN Transport Development finance Corporation, TN State 
Construction Corporation, TN Electricity Board and TN Industrial Development 
Corporation. 
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Due to financia l reconstruction or the ST Us with cflcct from I April 2002, the 
fund position or STUs improved enabling T TDFC to procure buses from o ut 
or its own funds and only an amount o r Rs three crore was utilised out or the 
loan amount from LIC. 

Even while the lirst instalment or Rs 40 cro rc was lying un ut iliscd, T TDFC, 
\Vith the approval or the Government, drew the balance loan amount or Rs 60 
crore in September 2002 from LIC o r Ind ia for advancing a long term loan or 
Rs 75 crorc to Mct rowater to finance its water augmentation projects and to 
procure 2275 buses du ring 2002-03 as per the intimat ion (August 2002) o r 
Government. Since Mctrowatcr declined to avail the loan at 11 p<:r cent due 
to availability or loans at lower rate o r interest ( I 0. 25 p<!r C<:l1t to I 0.50 
per cent) from other financ ial institutions and the proposed procurement or 
buses did not materialise, TNTDFC requested (January 2003) Government 's 
permission to foreclose the LI C loan. Government , however, in April 2004 
requested LI C to reset the loan at the prevai ling interest rate. 

Government have been paying interest nt ! 0. 75 per cent on the amount 
deposited in Special Personal Deposit Account. Had the loan been foreclosed 
and the loan amount repaid in January 2003, Government would have saved 
on payment or interest of Rs 16.5 1 crore 10 on Rs 97 crorc retained in Special 
PD Account. 

G11ara11tee Commission 

1.8.21 The institutions availing guarantee from Government or Tamil 
Nadu were required to pay a commission to Government at the rate or hair 
per cent per annum on the outstanding balance of guaranteed amount. As per 
details co llected by Auclit, a sum o r Rs 89.62 crorc was pending to be 
co llected from various institutions as on 31 March 2004. This included 
Rs 26.08 crore due from institutions under 'Very High Risk' category to 
whom fresh guarantees were issued during 2003-04. Major amounts due 
included - Tamil Nadu Electricity Board: Rs 44.0 I crorc, Tamil Nadu Co­
operative Housing Federation Limited: Rs 19.89 crore, Tamil Nadu Water 
Supply and Drainage Board: Rs 7. 18 crore and Sugar Mills: Rs 4.97 crore. 

Go\ cmment in Finance Department had stated in September 200 l that 
instructions had been issued to Departments for review of remittance of 
guarantee foes and fresh guarantees were not to be issued to institutions 
against whom guarantee commission was outstanding. However, pending 
gunr~mtee commissions continue to persist. · 

1.8.22 Government had also stated in September 200 I that action was 
being taken to inlprovc the MlS system on guarantees. However, proper data 
base on all outstanding guarantees and those sanctioned annually is still no t 
available in Finance Department (July 2004). 

Off-:Budget Borrowings 

1.8.23 Apart from the borrowings under constitutional prov1s1on 
discussed in paragraphs 1.8.9 and i .8. 10, Government resorted to borrowings 
through a rcw corporations to access funds from various fmancial institutions. 
The amounts so borrowed were deposited in Public Account or the 
Government under speci fic orders and drawals from it were made by 
Government companies. Such borrowings are termed as "Off-Budget 
Borrowings". The discharge or the liabilities o f such borrowings was either 
covered by a guarantee given by Goverru11ent or the repayment or principal 

10 10.75 per cent on Rs 97 crorc for the period January 2003 to July 2004. 
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with interest thereon, was met by the Government through specific budget 
prov isions. The following cases or ··off-Budget Borrowings" came to notice 
or Aud it du ring 2003-04: 

Name of the Corporation Amount Period Qf Reasons for borrowing 
borrowed borrowing 
(Rs in crore) 

Tami l Nadu Rural Housing 69.25 2001-2002 Towards implementation of Anna 
and In fra structurc Maruma larchi Thittam, a Stah.: 
Development Corporat ion scheme 

. 24.00 2001-2002 Towards i mplcmentation of Sci f-
sufllcicncy scheme, a State scheme 

Tami l Nadu Backward 19.98 2001-2003 Towards construction o f hostels for 
Classes Economic students belong ing to Backward 
Dcvdopment Corporat ion C lasses, Most Backward C lasses 

and Denoti ti ed comm uni tics. 

Total 113.23 

1.8.24 The liabilities accrued against the borrowing~ were not 
inc luded in the pending debt position o r the Government. Since the 
Government accepted the responsibility of repayment of these loans with 
interest, these liabilities have become committed liabilities and hence 
Government 's indebtedness at the end or each year resulted in understat ing or 
Government's actua l committed debt position to that extent. 

'l.9 Manage,ment of deficits 

F iscal Imbalances 

1.9. l The deficit in Government account represents the gap bet ween 
its receipts and expenditure. The nature or deficit is an indicator of the 
prudence of fiscal management by the Government. Further, the ways in 
which the deficit is financed and the resources so raised arc app lied arc 
important pointers to the fiscal health. 

1.9.2 The details of Revenue/Fiscal/Primary Deficits du ri ng the 
period 1999-2000 to 2003-04 and their ratio to GSDP, along with the ratio of 
Revenue Deficit (RD) to Fiscal Deficit (FD) during this period arc given in 
Table 13 below: 

Table 13: Fisca l Imbalances - Basic Paramete rs 
(value in crore of Rupees and others in percentage) 

;. : 1999-20QO '· .. :,:?.OlHl-01 20Ql:-02 200i"'03 . ... :· 2003~Jj~. ~ 

Revenue defi c it 4400 3436 2739 485 1 1565 

fi scal defici t 5382 5077 4740 6742 5591 

Primary deticii 267 1 1953 1227 2609 891 

RD/GS DP 3.5 2.4 1.9 3. 1 0.9 

f'D/GSDP 4.3 3.6 3.3 4.4 3.3 

PD/GS DP 2. 1 1.4 0.9 1.7 0.5 

RDffD 8 1.8 67 .7 57.8 72.0 28.0 

RD/RR 26.9 18.8 i4 .6 
. 

23.3 6.6 

BCR (Rupees in c rorc)• (-) 3226 (-) 2375 (-) 1526 (-) 30 10 (+) 1280 

The revenue deficit o r the State, which is the excess o r its revenue expenditure 
over revenue receipts (Statement 1 of · Finance- Accounts), increased from 
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Rs 2739 crore in 2001-02 to Rs 485 I crore in 2002-03 and then dec lined 
sharply to Rs I 565 crore in 2003-04. As a percentage or revenue receipts, it 
increased !i·on1 !'1 .6 p~r cent in 2001-02 to 23.3 1?er cc:11t in 2002-03 and then 
declined to 6.6 p11r cent in 2003-04. The fisca l deficit, which represents the 
total borrowing or the Government and its total resource gap, alier increasing 
from Rs 4 740 crore in 200 1-02 to Rs 6 742 crore in 2002-03 , dec reased to 
Rs 559 I crore in 2003-04. The primary defic it or the State, alier rising from 
Rs 1227 crore in 2001-02 to Rs 2609 crore in 2002-03, fCll clown to 
Rs 891 crore in 2003-04. The signi fi cant reduction in Revenue Deficit during 
this year was the cumulati ve result or 13.8 per cent growth in Revenue 
Receipts and 1.6 per cent decline in Revenue Expenditu re. This in turn had a 
positive impact on fiscal and primary dcficits and the RD/FD Ratio . 

1.9.3 Though the revenue deficit decreased during 2003-04, its 
existence indicates that the State Government had sti ll to borrow runds to meet 
it s current obligations. The ratio o r re venue defic it to fiscal defici t was 28 
per cent in 2003-04. This indica ted that 28 per cent or the borrow ings were 
applied to revenue expenditure and the debt burden wou ld ancc t the 
repayment capacity of the Government. A~ :1 propnnion to State 's GSDP, 
revenue deficit was 0.9 per cl'nt in 2003-04 :md li-.l·al tk li,· it wa -. ~ \ •1c •r <, , · 

Fiscal Imbalances 
(Rupees In crore) 
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l.9.4 Eleventh Finance Commission (EFC) in its report (Ju ly 2000) 
laid down broad parameters of fiscal correction in the State Sector. Each State 
was requ ired to draw up a Medium Term Fiscal Reforms Programme 
(MTFRP) to achieve the objective o f' Lero revenue deficit by 2008-09. The 
MTFRP was to fo rm the basis of a Memorandum or Understanding (MoU) 
between the State and Ministry of Finance, Government or lncl ia (GO!). 
Further, the EFC recommended an Incentive Fund from which grants were to 
be released to States based on their liscal performance. The Incentive Fund 
re leases proposed for Tamil Nadu were Rs 402.36 crore to be released on 
achieving a minimum improvement or fi ve percentage points in the revenue 
deficit as a proportion cif its revenue receipts each year till 2004-05 over the 
base year 1-999-2000. • 

1.9.5 The State Government passed "the "Tamil Nadu Fiscal 
Responsibility Act, 2003" in May 2003 which inc luded the objectives required 
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to be achieved by it under the MTFRP and signed the MoU regarding this with 
GOI in September 2003. 

1.9.6 The table below depicts the main targets set under the MTFR 
Plan for 2003-04 and the actual achievements thercagainst. The actual 
position with the relevant key indicators at the end of 2003-04 is as given 
below: 

Table 14: Position of key indicators 

(Rupees in crore) 
.. :·.· ,. .·· . Projected In MTFR Aclu.als Ta.1·get 

·'plin · achieved Yes ·. ":'.:::::: .'-::iit; •. (Y)/No (N) .·:· 

Total Revenue Receipts (TRR) 22567 23706 y 

State's Own Revenues (SOR) 17470 18039 y 

State's Own Tax Receipts (SOTR) 15942 15945 y 

Non-Tax Revenue 1529 2094 y 

Central Revenue 5097 5667 y 

(a) Shared taxes 3435 3544 y 

(b). Grants- in-aid 1662 2123 y 

Total Revenue Expenditure 26084 2527 1 y 

Capital Outlay 2359 3590 y 

Net lending 215 436 y 

Salar ies 8920 7066 y 

Pension and Retirement benefits 3635 3280 y 

Subsidies . 6184 1680 y 

Interest payment 4672 4700 N 
Revenue Deficit 3517 1565 y 

Fiscal Deficit 6091 559 1 y 

Primary Deficit 141 9 89 1 y 

GSDP 166027 170530 y 

Rate of growth of GSDP 8 per cent I 0.3 per cent y 

Percentage of RD to 
(a) TRR 15.G per cent 6.G per cen1 y 

(b) FD 57. 7 per cent 28.0 p er cent y 

(c) GSDP 3.7 percent 3.3 per cent y 

Salary payment to TRR 39.52 29.81 y 

Salary payment to SOTR 55.95 44.31 y 

Pension payment to TRR 16. 11 13.8 y 

Pension payment to SOTR 22.80 20.6 y 

Interest payment to TRR 20.7 19.8 y 

The above table indicates that the Government had achieved almost all the 
targets set for 2003-04 under the MTFR Plan. 

1.10.1 Statement 14 of Finance Accounts showed that as on 3 1 March 
2004, Government had invested .Rs 2257. 13 crore in statutory corporations, 
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rural banks, joint stock companies and cooperat ives. As ind icated in Table 15 
below Government 's return on this investment by way or dividend was no t 
only meagre but also continued to decline till 2002-03. The loss making 
Government companies and cooperatives in which investment aggregated 
Rs 1383 crore had incurred a cumulative loss or Rs 426 1.84 crore as or March 
2004. While Government was borrowing at high rates of interest to finance its 
expenditure, its investments in companies etc. {etched a meagre return. 

Table JS: Return on Investment 

Year ·,,)· \,/ Jnvestine~t ·at the 

.. •:, .. :::.··::•·····i·:.!=:: .. ;:•;·~(a~i!e~·~)~e:fte> 
d:~:::s iri ,.'.i::; !!:; f i~!t:t:;e ::·· ~;:;0~ri:r:erest of Goven~me1~t 
ci·lire). ; .. : :., . .,,.:; ,,::':"''.:";' . (iii per cent) .. ·.: . 

1999-2000 2702.77 41.95 1.6 12.25. t 1.85 and 11.74 

2000-2001 2954.21 36.53 1.2 12.00. 11. 70, I 0.52 and I 0.50 

2001-2002 2967.46 33.45 I. I I 0.35, 9.38, 9.45, 8.30 and 8 

2002-2003 2992 .74 25.99 0.9 7.80. 7.30, 6.80, 6.95 and 6.75 

2003-2004 2257.13 27.20 1.2 6.40, 6.35, 6.20, 6, 5.90 and 5.85 

Loans and Advances by State Govemmellf 

1.10.2 In addition to its investment, Government has a lso been 
providing loans and advances to many of these parastatals. Tota l outstanding 
balance or the loans/advances rose steadi ly from Rs 4031 cro re in March 2000 
to Rs 5048 crore as on 31 March 2004 (Table 16). 

Table 16: Average interest received on loans advanced by the State Government 

Opening Balance 
Amount advanced during the year 
Amount repaid <luring the year 
Closing Balance 
Net addition 
Interest received 
Average rate of interest earned 
Average rate of interest paid 
Difference between rate of 
interest received and paid 

(Rupees in crore) 

.· 1999-2000 ):-:'/~O@~(fl/':f:)\200.l ~2 ·· ,,.\? .200Z-03•i::(\?·20o3;o4·7::; 
3694 4031 4125 4348 4612 

65 1 453 547 697 10 11 
31 4 359 324 433 575 

4031 4125 4348 4612 5048 
337 94 223 264 436 
I 78 204 271 3 I I 215 
4.6 5.0 6.4 6. 9 4.5 

10.5 10.1 9.8 10. l 10. 1 
(-) 5.9 (-) 5.1 (-) 3.4 (-) 3.2 (-) 5.6 

The above table indicates that the State Government has not been successful in 
using GOI permission for substituting high interest loans with low interest 
loans. 

1.10.3 Government ordered (July 1998) that Commissioner or 
Municipal Administration (CMA) was (a) to monitor and co llect the loan dues 
and (b) all the loans 11 alongwith interest should be conso lidated into a sing le 
loan with efTect from l April 1998. The loan amount was to be repaid in 20 
years in half yearly instalments with interest at 13.5 per cent per annum In 
the same order Governn1ent also directed that in case of non-repayment of 
instalments by municipalities or corporations, the same would be recovered 
from the devolution of funds to be released to them by the CMA. 
Accordingly, the aggregate loan amount due from all municipalities and 

I I Loans for water supply schemes, road works, sewerage and sanitation scheme, 
drainage, ways and means, etc. 
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corporations (other than Chennai Corporation) was calculated by C MA as 
Rs 479.40 crore as of I April 1998. It was observed that between April 1998 
and March 2004, CMA adjusted Rs 207.13 crore (Rs 154.90 cro re from State 
Finance Commission (SFC) grant s and Rs 52.23 crore by actual repayment by 
municipalities/corporations). 

At the end of March 2004, Rs 7 19.78 crore were outstanding of which 
Rs 302.68 crore (Principa l: Rs 87.19 cro re and interest: Rs 215.49 cro rc) was 
overdue from 91 municipalities and five corporations. CMA stated (June 
2004) in reply to Audit that (a) the weak linancial position of municipalities 
was the main reason for the unsatisfactory repayment o r loan and (b) in some 
cases the quantum of SFC grants from which adjustment was to be made was 
less than the loan amount due. 

A review of a few selected schemes is detai led in paragraph 4.4.1. 

'jj i\':/N.:fartagemenf ofcas'h balances· ... .·:: .. 

It is generally desirable that the Government's flow of resources should match 
its expenditure obligations. However, to take care of any temporary mis­
matches in the flow of resources and the expenditure obligations, a mechanism 
or Ways and Means Advances (WMA) from Reserve Bank of India has been 
in place. The Ways and Means Advances availed during 2003-04 declined 
sharply with reference to earlier years as indicated in table 17. Moreover, no 
overdraft during the year was availed, reversing the trend of earlier years. 

Table 17: Ways and Means Advances and Interest paid thereon 

(Rupees in crore) 

Ways and means advances 
Taken during the year 3761.15 5151.63 4855.47 8624.44 17 10.13 
Outstanding on 31 March 313.71 241 .53 101.63 65 1.42 596.33 
Interest paid 7.07 14.51 21.88 20.46 7.64 
Overdraft 
Taken during the year 1485.97 17 12.93 4110.24 1911.22 Nil 
Outstanding on 31 March 98.13 Nil Ni l 579.63 Nil 
Interest paid 0.52 l.89 4.72 3.98 0.86 
Number of days of overdraft 55 76 148 . 7 1 2 

Though Government reduced the revenue and fiscal deficits during 2003-04, 
the following areas require attention. 

).- The percentage of total expenditure to revenue receipts was 126 
indicating that only a little over three-fourth of the State's total expenditure 
was met from its current revenue, leaving the balance to be financed by 
borrowings. 

~ The fiscal liabilities of the State were more than twice its revenue 
receipts. The direct fiscal liabilities have grown much faster compared to the 
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rate of growth of GSDP, revenue receipts and Government's own resources. 
The increasing liabilities could lead to the path of unsustainability. 

'r Interest payments increased steadily by 73 .4 per cent during the period 
1999-2004. This was due to the continued reliance o r the Government on 
bo rro wings to meet defic it. 

r The ratio o f outstanding guarantees to GSDP is also on the increasing 
trend indicating that the cap specified in the Fiscal Responsibility Act cou ld be 
to uched within the next few years. 

r Investment of Government funds in companies, co-operative units etc. 
continued to fetch only a meagre return of 1.2 per cent whi le Government 
continued to borrow funds from market at a higher rate o [ interest. 

>-- Reducing non-productive revenue expenditure, increasing the revenue 
receipts by restructuring and modernising the tax co llection system, 
reprioritising resource allocation, increasing investments on infrastructure, 
using borrowed funds for growth generat ion and curbing the tendency of 
utilising borrowed funds to meet current expenditure in the coming years 
could help to achieve the various financial parameters aimed in the Medium 
Term Fiscal Responsibility Plan. 
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--· \, ::APPROPRIAT10N ·AUnIT ::AND CONTROL OVER 
,.,,,,,.,,_,. ·· ., ,_,,, . ___ ,_ ._, . .::::/:::::-: /\/ .. :·E, ... _ X-.··-P.EN_D.ITU·_ R-_.-E· .,,-:::, ,.,. ,.,. 

.. ... . ·.·.·· : ··:·.·.·.·. : . . .· 

· . .: 

2. 1.1 The Appropriation Accounts prepared annually indicate capital and 
revenue expenditure on vario us specified services vis-a-vis those authorised by 
the Appropriation Act in respect of both charged and voted items of budget. 

2. 1.2 Audit of appropriation by the Comptro ller and Auditor General of 
India seeks to ascertain whether the expenditure actually incurred under 
various grants is within the authorisation given under the Appropriation Act 
and tha t the expenditure required to be charged under the provisions of the 
Co nstitution is so charged. It also ascerta ins w hether the expenditure so 
inc urred is in conformity w ith the law, relevant mies, regulations and 
instructions. 

:'.2:r~:t:::,=::,:;~µii!P.1~'fy:=9~,:~pii.r~Iit:i.~ti~li=:'*~~~µn.t.$';:=::.=:',::·::·:::::::::;:·::,:.:I='(·:::::::::::=:J··1:::,:,:, :.::;:-.,:.·:::,:=:::,'·::·t:'·=i·:::-:u:·::::::: 
The summarised position of actual expenditure during 2003-04 against 51 
grants/appropriations was as fo llows: 

(Rupees in crore) 

Nature of Original Supple- Total Actual . Saving(-)/ 
expenditure grant/appro- mentary expenditure Excess(+) 

priation grant/app-. 
ropriation 

l Revenue 22559.76 1740.96 24300.72 213 17.81. (-) 2982.9 1 

II Capital 2563. 73 15 16.67 4080.40 3606.63 (-) 473.77 

Ill Loans and 63 1.1 6 461.23 1092.39 1010.57. (-) 8 1.82 
Advances 

25754.65 3718.86 29473.51 25935.01 (-) 3538.50 

IV Revenue 4592.20 19.22 461 1.42 4739.36 127.94 

V Capital 0.00 0.00 0.00 0.00 0.00 

VI Public Debt- 10974.84 0.00 10974.84 6238.10 (-J 4736. 74 
Repayment 

15567.04 19.22 15586.26 10977.46 (-) 4608.80 

Appropriation to Contingency 
Fund (if any) 

.. .. .. .. .. 

G rand Total 41321.69 3738.08 45059.77 36912.47 .. (-) 8147.30 
These are gross figures and do not take mto account the recoveries adjusted m accounts under certam 
suspense heads as reduction of expenditure except in respect of Grant Nos. 7, 20, 26 and 38 where 
fi gures arc net. 

** The total expenditure includes Rs 979. 74 crore transferred to 8443- Civil Deposits - 800 Other Deposits 
in respect of 28 Corporations I Autonomous Bodies. 
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Audit Repvrt (Civil) jar the year ended 31 March 2004 

The Co llowing results emerge from the audit of appropriat ion accounts. 

2.3.1 The overall saving of Rs 8 147.30 crore was the result or saving or 
Rs 830 1.9 1 crore in 47 grants and 34 approp riatio ns under Revenue Section, 
26 grants under Cap ital Section and 11 grants and one appropriation (Public 
Debt - Repayments) under Loans Section, offset by excess or Rs 154.61 crore 
in two grants and fi ve appropriations under Revenue Section and live grants 
under Capita l Section. 

Excess over provision requiring reg11laris(l(io11 - previous years 

2.3.2 As per Article 205 o r the Constitut ion or India, it is mandatory for the 
State Government to get the excess over a grant/appropriation regularised by 
the State Legislature. However, the excess expenditure amounting to 
Rs 5950. 82 crore fo r the years 1997-2003 was yet to be regularised as detailed 
in Appendix IX. 

Excess over provision during 2003-04 requiring regularisation 

2.3.3 The excess (Appendix X) of Rs I 54.6 1 crore (2003-04) requires 
· regularisation under Artic le 205 of the Constitution . 

Expenditure incurred without provision 

2.3.4 In 68 sub-heads, expenditure of Rs 6.82 crore had been incurred either 
without budget provisio n or the entire provision made was withdrawn 
subsequent ly through reappropriatio n. 

Original budget and supplementary provisions 

2.3.5 An analysis or the Budget provision made, expenditure incurred and 
amount surrendered during 1999-2004 disclosed the fo llowing: 

(Rupees in crore) 

l 999-2000 23 072.3 l 7199.20 1076.67 28717.4 1 (-) 1554. 10 
2000-200 l 26886.68 5125.08 628.46 3225 6.50 (+) 244.74 

200 1-2002 37048.29 99 1.28 3800.1 2 34304.3 l (-) 3735.26 
2002-2003 37609.6 1 3229.38 261 1.82 40165.57 (-) 673.42 

2003-2004 41321.69 3738.08 739 1.54 3691 2.47 (-) 81 47.30 

2.3.6 Supplementary provision obtained during the year constituted nine 
per cent of original pro vision. In previous years 1999-2003, it was 31 , 19, 
three and nine per cent respectively. 

Unnecessary supplementary provision 

2.3.7 In 3 1 voted grant s under Revenue Section and 11 voted grants under 

• 

Capital Section which are detailed in Appendix XI , the original provision of "'' 
Rs 16844.65 crore was augmented by first and second supplementary 
provisions (November 2003 and March 2004) o f Rs 138.27 crore, but the 
expenditure fell short of even the original provision under each of these grants. 

Sinlilarly, in 34 vo ted grants under Revenue Section and 12 voted grants. under 
Capital Section, second supplementary provision of Rs I 06.50 crore obtained 
(Appendix XII) in March 2004 prov~d unnecessary in view o f the final saving 

· in eacll grant being· more than th~ supplernentary provision_ obtained in March 
2004. . 
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Chapter// - Appropriation Audit and Co111rol over expenditure 

2.3.8 In six charged appropnattons, supplementary prov1s1on or Rs 0.82 
crore (Appendix XII) obtained in March 2004 proved unnecessary, in view of 
the fina l saving in each appropriation being more than the supplementary 
provision obtained. Similarly, in one charged appropriation (under grant 
number 3), supplementary provision of Rs 0.52 crore obtained in March 2004 
proved unnecessary as the expenditure (Rs 24.56 crore) fell short of original 
provision of Rs 26.20 crore. resulting in saving of Rs 2.16 crorc. 

llls11fficie11t supplementary provision 

2.3.9 Supplementary provision obtained during the year proved insuflicicnt 
(by more than Rs one crore), resulting in excess of Rs 10.08 crore and Rs 5.4 7 
cro re in respect of grant numbers 33 and 40 respectively aggregating excess 
expenditure of Rs 15.55 crore. Similarly, in one charged appropriation (Debt 
charges), supplementary provision obtained proved insuflicient, resulting in 
excess expenditure or Rs 138.61 crore (Appendix Xlll). 

2.3. IO In 27 grants and three appropriations, the expenditure fell short by 
more than Rs one crore each and also by 15 per cent or more of the total 
provision (Appendix XIV). 

Substantial surrenders 

2.3.11 Substantial surrenders were made in respect of 116 schemes on 
account of either non-in1plementation or slow implementation. Out of the 
total provision amounting to Rs 11265.43 crore in these 116 schemes, 
Rs 83 76.89 crore (74 per cent) were surrendered; cent per cenr surrender was 
made in 34 schemes (Rs 390.16 crore). Results of review conducted by Audit 
in respect of a few of these cases are given in Appendix XV . 

Excessive/unnecessary reappropriation of funds 

2.3.12 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. Reappropriation proved excessive or insufficient and 
resulted in savings/excess by over Rs ten lakh in 579 sub-heads. The 
excess/saving was more than Rs one crore in 98 cases as detailed in 
Appendix XVI. 

Une.x:plained reappropriations 

2.3.13 According to paragraph 151 of Tamil Nadu Budget Manual, Volume I, 
reasons for the additional expenditure and the savings should be explained in 
the reappropriation statement and vague expressions such as "based on 
actuals", "based on progress of expenditure", etc., should be avo ided. 
However, a scrutiny of reappropriation orders issued by the Finance 
Department revealed that in respect of 9002 out of 19533 items ( 46 per cent) , 
reasons given for additional provision/withdrawal of provision were of general 
nature like "actual requirement" and "based on latest assessment". 

:~;1_::::_:_'lj(·:''·JJ'tdri'~9.nP~l~tf·'i¢~¢.Jp~ZE~pgij!fi't9i~:::::,:::,:.::,::::,::;:::::::::.:::.::::,,:j,j::::;]::t ::::::::::);::::::::::,,::::::::: ::0::. \:::'':'?\? 

2.4.1 Departmental figures of Receipts and Expenditure should be reconciled 
with those of the Office of the Accountant General (Accounts and 
Entitlements) every month. The reconciliation had, however, remained in 
arrears in several depart~~ents. 

2.4.2 El~ven Cor{tro lling - Officers did . not . reconcil~ their· receipt figures 
(September 2004) -amouii.~ing to - Rs 40.92 cro re during 2003-2004. This 
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amount included Rs 39.24 crore pending reconciliation by Secretary, Finance 
(Ways and Means) Department. 

2.4.3 The number of controlling o fficers who d id not reconc ile their 
expend iture figures and the amounts invo lved as o f September 2004 were as 
under. 

(Rupees in lakh) 

Year (Nu"'jber :of controi1iig ,i~'l1c.ers . .. Aino_1mt not 
. · .::... .·::;:·· ,/.~y~~.: 4l~ D()t r~coil~llej~~ii""1Jgure~ re~Ql).~ffed 

.1992- 1993 65.46 

1995-1996 65.25 

1996- 1997 45.38 

1998-1999 12.13 

1999-2000 5.34 

200 l -2002 2 9.55 

2002-2003 3 8.00 

2003-2004 18 10000.90 

"-loi1£01 ·.::-: T.o.tilf _., :;:::;· 
.:.·.-:-:.··.····· .· .. ·. -.-..... ·.:-.·:-.-:-.-:-:-:-:: 

2.4.4 Amounts exceeding Rs ten crore in each case remained 
unreconciled during 2003-2004 in respect of expenditure figures of the 
fo llowing four contro lling officers. 

(Rupees in crore) 

l. Commissioner of Municipal Administration 31.80 

2. Secretary, Finance Department 26.20 

3. Chief Electoral Officer & Secretary to Government 13.97 
(Public - Election Department) 

4. Chief Engineer, Highways, Rural Roads 11 .08 

:2_~$I::i::.::tl&ti$R::Qr::~~rf~~at1a!.:~:··::}::::::::::;::::::::·::::::==::::.::::::::::[::::ii1:r::rrn·::::::::: .. :,r. 
According to article 39 of Tamil Nadu Financ ial Code, Volume I no attempt 
should be made to prevent the lapse of an appropriation by any undue rush of 
expenditure during March. 

Some instances of rush of expenditure in March are given below: 

G rant No. 33 - 2217.04.192.IJ.JA 

Slum Improvement Programme in Urban Local Bodies 

Government of India introduced National S lum Development Progranm1e for 
the up-gradation of urban slum and ten per cent of the provisio n under the 
progranm1e was a llocated for Shelter Upgradation. Commissioner of 
Municipa l Administra_tion did not obtain the detail of works to be taken up 
district-wise fro m Municipal Corporations, Munic ipalities and Town 
Panchayats even by February 2004. Government sanctioned Rs 19.02 crore in 
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February 2004 and Rs 6.17 crorc in March 2004 for the implementation of the 
scheme. The amount was released to the respective Municipalities/Municipal 
Corporations in the month of March. The entire amount was drawn and 
released only to avo id the lapse of budgetary provision. Even as of August 
2004 only Rs 12.39 lakh (0.5 per cenr) out of Rs 25.20 crore released were 
utilised leaving an unspent balance of Rs 25.08 cro re. 

Grant No. 33- 6215.01.192.11.JA 

Loans to Municipal Corporations and Municipalities 

Loan of Rs 84.72 crore was obtained in May 2002 from UC o f India for 
in1plcmenting new Rural and Urban Water Supply Scheme by Tamil Nadu 
Water Supply and Drainage (TW AD) Board and the provisio n was made in 
the budget during 2003-04 only. However, Government re leased 
Rs 64.58 crore in March 2004, which was credited to Personal Deposit 
Acc~u.nt of TWAD Board. This was done evidently to avoid lapse of Budget 
prov1s1on. 

:z·~(i:=::i::::::: Jiaag~!l.r~:-:JJf.Q9~d9t~:·~n:g:: ~9Y.tr91 :9¥.~r- ~~1'§94..I.t9r¢.:·::_:=:=::::::=::::::i::_:·:.:·:::I:,_:::_:.:::·::=:: 
Inadequate control over e.'Cpenditure 

2.6.1 The Appropriation Acts specify the sums authorised by the Legislature 
under each grant for meeting expenditure during a financia l 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 2003-04 but also in earlier years. Further, there had also been 
significant variations (excess or sav ing) between the final modified 
grant/appropriation and actual expenditure. Overall position for the five years 
from 1999-2004 is indicated below: 

(Rupees in crore) 

''~-lifllllli t:=:: =::::tn ::;:::::::;:::::;:::::;:: :::t::x~r:lr::::m::tt: =::t: t~i:trr::11;;:::::r::::r ::tt4>:,::tt:tr::r:a:m=:=t$>::::::tr : t:::: :t::tM=::t:=t :::: 
1999-2000 3027 1.5 1 1076.67 29 194.84 28717.41 (-)477.43 
2000-01 32011.76 628.46 3 1383.30 32256.50 (+) 873.20 
2001 -02 38039.57 3800. L2 34239.45 34304.31 (+) 64.86 
2002-03 40838.99 26 11.82 38227. 17 40 165.57 (+)1938.40 
2003-04 45059.77 739 1.54 37668.23 369 12.47 (-) 755.76 

2.6.2 Savings compared to the final modified grant showed that estin1ates of 
expenditure prepared even in March, the last month of the financial year, were 
de fective. Similarly, excess· expenditure over and above the final modified 
grant indicated that the control over expenditure was inadequate. 

2.6.3 Rupees 739 1.54 crore were surrendered during 2003-04 and resumed 
to Conso lidated Fund on 31 March 2004. However, in two capital voted 
grants (5 and 43) and two Revenue charged appropriations ( 1 and 51) total 
provision of Rs 4572.10 crore was reduced to Rs 4529.72 crore in the final 
modified grant stage, but expenditure incurred under these grants/ 
appropriations (Rs 47 10.85 crore) was in excess of final modified grant/ . 
appropriation by Rs 181.1 3 crore. 
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2.6.4 l n 13 Revenue (Vo ted) 1 grants, 12 Capital (Voted) grants2
, th ree Loans 

(Voted) grants (Grant No 12, 25 and 42) and two Revenue (Charged) 
appropriations (Nos. five and 34) against Rs 632.83 crore surrendered in 
March 2004, the saving was only Rs 497.64 cro re, resulting in excess 
expenditure over the fma l modified grant/appropriation. 

2.6.5 In 47 Revenue (Voted) grants3
, 26 Capita l (Voted) ~rant s4 , 11 Loans 

(Voted) grant s5 and 34 Revenue (Charged) appropriations and one Public 
Oebt Repayment, against Rs 7349. 16 crore surrendered Ln March 2004, the 
saving was Rs 830 1.9 1 cro re, indicating that the departments had not utilised 
Rs 952.75 crore o ut of the fina l modified grant/appropriation. 

2.6.6 Budget Review of Home Department - Police 

(i) Introduction 

Police is responsible for maintenance of law and order, detection of crime and 
enforcement of the various legislations. In the Budget Provision fo r Home 
Department-Po lice under Grant 2 1 for 2003-04, 97 per cent of the demand is 
under the Heads of Department ' Police (DGP)' and ' Police (Commissioner)', 
the balance being spread over nine other heads. The entire budget of the 
Department is covered under 145 sub-heads. 

(ii) Overall position 

The total grant, actual expenditure and variation (savings/excess) for the years 
2002-04 are as under: 

(Rupees in crore) 

.::::~~~~i!:il!!!:i!Ji!l::::1l!li:!!:·1::::1!:~~~~~,i,~~!li!lli:!jjl!:J!~lli!l:.1:11::1:11i!l1li::!ii·!:.::.:~~t~i'.·~t~~~~~~~ii!i1::1·:!!:~~~~~i-~t~l:::::1111:11::i·j!!:i~~1e~~[ii.t:=·:i. -!!.i-::j~!'.i·:( 
2002-03 Revenue V 11 73.87 1017.3 1 (-) 156.56 

• 

c 0 .93 0.95 (+) 0.02 ~ 

2003-04 

Capita l V 165.69 118.93 (-) 46. 76 

c 
Loans v 2. 00 1.00 (-) 1.00 

c 
Revenue v 1240.75 107 1.77 (-) 168.98 

c 2.02 1.79 (-) 0.23 

Capital v 152.90 I 0.3.49 (-) 49.41 

Loans v 1.00 0.50 (-) o .~rn 

c .. 

V: Voted C: Charged 

The percentage of savings under Revenue heads during 2002-03 and 2003-04 
were 13.34 and 13.62 respectively and under Capital heads during the same 
period were 28.22 and 32.32 respectively. 

4 

Revenue (Voted) Grant - 5, 14, 16, 17, 26, 27, 28, 34, 37, 38, 43, 46 and 49 
Capital (Voted) Grant- 5, 7, 9, 2 1, 26, 29, 33, 35, 38, 40, 41 and43 
Revenue(Voted)Grant - 1, 2,3, 4, 5. 6, 7,8, 9, 10, l l , 12, 13 , 14, 15, 16, 17, 18, 19 

20, 21. 22, 23, 24, 25, 26, 27, 28, 29, 30. 31, 32, 34, 35, 
36, 37, 38, 39, 41 , 42, 43, 44, 45, 46, 47, 48 and 49 

CaP.ital (Votcd) Grant - 4,6, 7, 9, 12, 14, 15, 18, 19,20,2 1,22,23 , 25,26, 29, 3 1, 
33, 35, 38, 39, 40, 41 , 42, 45 and 46 · 

. Loan (Voted) Gran~ 4, 12, 13, 15, 16, 19 , 21 , 25, 33, 41and42 
Revenue (Charged) - .2,3,4,5,6, 7 ,8,9.1 0, 11 , 12, 15, 16, 18, 19,20,2 1,22,23,24,25 , · • 
app~~priation 2~29, 31 , 33, 34, 36, 39, 41 , 42, 43, 45, 46 and 4 7 . 
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Unrealistic Budgeting 

As per Paragraph 18 of the Tamil Nadu Budget Manual estimates sho uld be 
framed after a careful and thorough consideration of all items or expenditure 
and of all source of income and or every facto r likely to affect the actual 
results. 

Non-adherence to the provision of the Manual led to large scale saving and 
surrenders under various sub-heads during 2003-04, as illustrated below: 

(Rupees in lakh) 

i1~-il~:rPitll~i~!•&-ltE~flli 
I 2055.00.10 I.I.AA 2444.9 1 0.02 2444.93 1387.51 1057.42 43 

2 2055.00.109.1.AA 50900.82 51.85 50952.67 44332.83 6619.84 13 

3 2055.00.109. 1.AL 10625.89 9. 18 10635.07 9154.40 1480.67 14 

4 2055.00.115. 1.AA 8097.66 83.78 8181.44 4230.37 3951.07 48 

5 4055.00.207.YI.UA 5000.00 5000.00 2487.82 2512.18 50 

6 4055.00.211.1.AJ 891 1. 15 89 11.15 6797.92 21 13.23 24 

Savings/Excess 

Under the grant, the gross savings of Rs 250.24 crore under 145 sub-heads 
were partly offset by excess expenditure of Rs 31.12 crore under 28 sub-heads 
resulting in net savings of Rs 219.12 crore during 2003-04. 

Unnecessary supplementary provision 

In 29 sub-heads under the Grant, original provision of Rs 107 1.13 crore was 
augmented by supplementary provision (November 2003 and February 2004) 
of Rs 1.68 crore, but the expenditure fell short of even the original provision 
under each of these sub-heads. 

Unnecessary or excessive reappropriations 

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. In the case of 53 sub-heads, there were savings with 
reference to Final Modified Grant (FMG) due to excess augmentation ( 11 sub­
heads) or insufficient reduction ( 42 sub-heads) in reappropriation. Again in 
the case of 46 sub-heads, there was excess expenditure w ith reference to FMG 
due to insufficient augmentation ( 11 sub-heads) or excess reduction (35 sub-
heads) in reappropriation. · 

Three cases where excess was more than Rs ten lakh due to inadequate 
augmentation of funds in reappropriation as given below: 

(Rupees in lakh) 

~~zj:1~:~:'.~~t~!1ars!!ts~~,!!.~!~:ti!f~~l~~1:.11 
2055 .00.101.1.AD 3 16.85 0.01 316.86 59.43 376.29 392.70 16.41 

2055 .00.003 .1.AA 874.76 106.99 981.75 1047.98 2029.73 204 1.07 11.34 

2055 .00.800. 1.AL 0.01 0.0 I 438.90 438.91 457.49 18.58 

Injudicious withdrawal of funds in reappropriatio~ 

In the case o f the sub-head ·indicated below;· funds were injudiciously 
w ithdrawn in reappropriation (Ma~ch 2004) since . the final expenditure 
exceeded the provi~on after reappropriation. 

• 
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(Ru Jees in la kh) 

:•;:re:~.~•::~~~~·~·~~~1~::;;::;1::~:,J.f.~~~.~~l~~~;::::::;:11:i~~~~~~~~:fi~~·:•::!::::::w:;:;.;i~r~;,~:.·•: ... ~t::s 
2055.00. 10 1.1.AP 642.56 (-) 184.62 6 18.69 (+) 160.75 

(iii) Non-adherence to provisions of the Manual resulted i11 huge 
surrender .. 

As per Paragraph 37 (a) of Tamil Nadu Budget Manual (Vo lume 1), the 
estimate fo r salary should be framed on the basis o r the expend iture likely to 
be incurred in the coming year on account o f the officers and subordinates • 
likely to be on duty and the actual pay (including specia l pay and personal pay 
excluding the compensatory allowances) to be drawn by them irrespective of 
the actual sanctioned strength. As per Paragraph 37(d) of the above Manual, 
the estin1ates fo r salary should be examined with reference to the difTerences 
between the est imates and the actuals in the past years and a lump sum 
deduction should be made for probable savings. Non-adherence to the 
provisions o f the Manual has led to large-scale savings and surrender of 
Rs 96.2 1 crore in the reappropriation under Pay and Dearness Allowance (DA) 
under the fo llowing heads o f account during 2003-04, though there was 
substantial savings under these sub-heads du ring 200 1-03 . 

•· {>ay···~9~ DA 
<~9oi;~;: · 

Office of the Director General of Police, Chennai 

I 2055.00.10·1.l.AA 335.68 

2 2055.00. ! 09.!.A.A.. 1800.36 

3 2055.00. 104.l.AA 122.9 1 

4 2055.00. 104.1.AE 57.77 

5 2055.00. 104.1.AG 82. 13 

6 2055.00. 104.1.AO 38.79 

7 2055.00. 104.l.AP 140. 13 

8 2055.00. 104. 1.AQ 73.1 0 

9 2055.00. 104. 1.AS 113.3 1 

10 2055.00. l 04.1.AU 85.0 l 

l l 2055 .00. l 04.1.A Y 166.95 

12 2055.00. 109.I.AN 267.41 

13 2055.00. 111.1.AB 165.3 6 

14 2235.02. 105.1.AB 343.92 

.. TotaL ·:•.\ · 1:rn:n~g~s3 . . 
Office of the Commissioner of Police, Chennai 

Pay a#dDA 
:.2002,~Q~ : :·: 

405.93 

58 14. 16 

68.89 

64.84 

26.22 

89.93 

66.9 1 

94.65 

11 7.37 

51 .66 

68.38 

270.20 

156.88 

283.53 

:·· 1sj~·.ss 

ees in lakh) 

. Pay ~~id DA 
2003~Q4 

1084.67 

6540.23 

122.54 

93 .36 

113.96 

106.02 

110.36 

180.9 1 

134.03 

94.64 

145.27 

I l l.93 

234.51 

244.27 

·:-.;. 93:(~.70 

l 2055.00. 108. I.AC 383.95 185.72 304.50 

ln the fo llowing sub-head, though budget estimate was less than that projected 
in the number statement fo r 2003-04, there was huge surrender of funds ( I 0.94 
per cent) . 

(Rupees in lakh) 

2055.00.109J.AL 6102.50 3600.48 4929.33 3006.89 333.54 728.27 1061.8 1 
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l n the fo llowing sub-head provision in the budget est imate was more than the 
requirement as per the .number statement, resulting in surrender. 

(Rupees in lakh) 

11t•tm111•t•1 
2055.00.l l l.l.AA 419.97 247.78 607.13 370.35 208.85 203.59 4 12.44 

2.6.7 Drawal of funds far in advance of requirement 

A sum of Rs two crore was sanctioned by the Youth Welfare and Sports 
Development Department for relaying astroturf (Rs one crore) and to provide 
flood-lighting facilities in Mayo r Radhakrishnan Hockey Stadium 
(Rs one cro re) , Chennai in May 2003 and October 2003 respectively and the 
amount was drawn and deposited in Personal Deposit Account of the Sports 
Development Authority of Tamil Nadu (SDAT) in June 2003 and January 
2004. The amount was withdrawn fro m Personal Deposit account and 
deposited in Indian Overseas Bank, Nehru Park branch in April 2004 for 9 1 
days fixed deposit. Member Secretary, SDA T to an aud it enquiry regarding 
non-utilisation of funds replied (July 2004) that the amount could not be 
utilised as the tender was yet to be finalised. Drawal of funds befo re 
fmalisation of tender violated paragraph 178 (ix) of Tamil Nadu Budget 
Manual according to which moneys should not be drawn from treasury unless 
required for immediate use. 

The above facts indicate that the release of Rs two crore to SDAT was made 
far in advance of requirement which is against the provisions of Tamil Nadu 
Budget Manual. 

2.6.8 Non-encashed cheques 

As per paragraph 92· of Pay and Accounts Office Manual, in cases where 
cheques are not cashed within three months after the month o f issue, payees 
concerned should be advised by Pay and Accounts Officer to surrender the 
time barred cheques. On receipt of non-payment certificate from the bank, 
action should be taken to cancel the time barred cheques and this fact must be 
appraised to the departmental officer of having cancelled the payment 
originally authorised and only fresh clain1s should be entertained. 

T he details of cheques issued by Pay and Accounts Offices and not cashed and 
time barred as on 3 1 March 2003 are as below: 

(Rupees in crore) 

::sts~mt:rn:N'.im~mt:tfAtt:::r: :::rnrn=;:.::rnmrn:=::~hh$~far:~hi4~~~=::,:=::::ww(;»#n:=i=m 
l. PAO (South) 26355 15.40 
2. PAO(East) 12 156 35.89 

3. PAO (North) 5082 .68.16 

4. PAO (Secretariat) 40 1 7.39 

5. PAO (Madurai) 48 12 5.46 

6. Sub PAO (Corporation) 297 1.71 

t:f:t:1:::::tit:m«~E::t:=il!]I::::::,:::::':rt=r:f::::=rn::::::::]:MIHt::m:::=:::::~~:tM¥::::::r::tr]:f::t:J.J~~-01::::::I:I:t. 

Commissioner of Treasuries and Accounts informed Audit (May 2004) that 
suitable instructions have been issued in April 2004 to Pay and Accounts 
Offices/Treasury offices for fo llowing the coda! provisions in respect of 
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cheques issued all.er April 2000. Failure on the part of Pay and Accounts 
Offices to comply with coda! provisions contained in paragraph 92 or Pay and 
Accounts Office Manual had resulted in accumulation of 49103 time barred 
cheques amounting to Rs 134.0 I crore being kept without cancellation and 
also resulted in boosting of expenditure to that extent in previous years. 

Government instructed (November 2004) the Special Commissioner and 
Commissioner of Treasuries and Accounts to monitor the adjustments of 
unencashed cheques on a monthly basis. 

2. 7.1 Personal Deposit (PD) Accounts arc created by debit to the 
Consolidated Fund of the State and should be closed at the end of the financial 
year by minus debit to the relevant service heads. There were 1458 PD 
Accounts in 28 District Treasuries and five Pay and Accounts Oflices (PAO) 
with a closing balance of Rs 153.64 crore as of March 2004. 

2.7.2 Autonomous bodies/Universities/Public Sector Corporations maintain 
Deposit account in the Public Account into which grants released by 
Government are credited. Withdrawals are made when needed with the 
concurrence of Finance Department. 

2. 7.3 Irregularities noticed during test-check in the maintenance of PD 
Account by their administrators are given below: 

8443 - Civil Deposits - I 06 - Personal Deposit Account 

Barathi Women's College, Chennai 

The college has a PD Account for grants received from Government towards 
scholarship for the SC/BC/MBC students. Contrary to codal provisions, the 
Account was not closed at the end of 2002-03 and had an opening balance of 
Rs 6.32 lakh. lt received Rs 54.86 lakh during 2003-04 and transferred 
Rs 56.54 lakh to a Savings Bank (SB) account whose balance at the end of the 
2003-04 was Rs 20.32 lakh. The above amount along with Rs 4.64 lakh 
available in the PD account as on 31 March 2004 was not remitted back into 
Government account. 

8443 - Civil Deposits - 800 - Other Deposits - AE Deposits of 
Government Companies and Corporations 

(i) Commissioner of Handlooms and Textiles 

A Deposit account has been operated by the Commissioner of Handlooms and 
Textiles (CHT) from April 1998 onwards for implementing the schemes " Free 
supply of Sarees and Dhoties" and "Free supply of uniform to school 
children'', through Tamil Nadu Handloom Weavers Co-operative Society Ltd. 
(Co-optex) and Tam.ii Nadu Textiles Corporation (TNTC). As the operation 
of head of account of this deposit account is linlited to Governn1ent companies 
and corporations, its use by the CHT was irregular. 

It was noticed that a sum of Rs 22 ·crore was withdrawn on 28 March 2003 
from the above accoWlt and paid to Co-optex which redeposited t.he same on 3: 
April 2003~ Tile reasons for .. thi~ . withdrawal/red~posit .are awaited from 
Co-optex/CHT /Goverfitnent. 
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2000-01 

2001-02 

2002-03 

2003-04 
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( ii) Tamil Nadu Medica l Services Corporation 

Tan-UI Nadu Medica l Services Corporatio n Limjted (TNMSC) operates a 
Deposit Account wherein various departments deposit funds for purchase of 
drugs, medicines, equipments and for construction. The posit ion o f depos its 
and withdrawals by TNMSC from this acco unt du ring 1999-2004 is given 
below: 

(Rupees in crore) 

Opeuipg > .•. De11osited Total Withdrawn Closing 
·•· . bal1111cc ~i( .~u.ri11g the year • funds .· during #w . balance n~. on 

Perc.entage of 
cfosfog balance 
to tolal 
available f'un<ls 

ou.J .A,11ril.\)) ···• ··· avui.lable ·.·. ~y~ur} ·, >:/ •) .31 MarcJ1 
. ... 

68.92 74.31 143.23 

72.23 65.52 137.75 

59.25 185.19 244.44 

149.94 200.56 350.50 

57.05 313.94 370.99 

:: · . 

71 .00 

78.50 

94.50 

293.45 

307.71 

72.23 

59.25 

149.94 

57.05 

63.28 

50 

43 

61 

16 

17 

a) TNMSC had no data regarding the directorate-wise break-up of 
withdrawals and unut iliscd funds. TNMSC stated that they were maintaining 
details of receipts of funds directorate-wise and withdrawals of funds on daily 
basis lo reconcile their figures with Pay and Accounts Office (East), who 
maintained the Deposit Account ofTNMSC. 

b) Huge variations were noticed between amounts reported as transferred 
to TNMSC by three Directorates7 during 1999-2003, and as received by 
TNMSC as indicated below: 

Re~~iV.ed':\ /Reieas~d 
.. b.r: !1~~IJ:"::::: :::~r.}ilf ..... ·. · 
J'NM'SQ.}• •J)irectorak 

Received 
by the . 
TNMSC · 

·· ··• .·.····· +< b'Mf: r::::·>··· 

~1~·~.a~.:::~::~~t;ij'.. !!~~~h~:~ ... 
])irecfor~t~A: ·=~1'NMSC'"' 

(Rupees in crore) 

Relea.sed by 
the .. ·~ 
Directorates 

Received . 
by the ' 
'fNl\1SC 

17.28 5.31 41.48 28.46 
18.98 

68. 21 

30.74 30.74 89.50 
94.21 

104.57 
120.63 

64.51 
63.97 

166.36 
128.64 

.·:·.: 

25.20 13.94 38.26 30.75 31.05 

43.02 65.30 33.99 27.56 32.85 

36.75 36.75 40.37 61.89 43.51 30.00 

. 'i22.2$ 408.91 4iJ.48 ... 

Perusal of records of PAO (South) wherein bills are adn-Utted and passed for 
payment for the Directorates and of PAO (East) which is maintaining the 
Deposit Account of TN MSC revealed that the differences were due to delay in 
sending the intimation of credit adjustment to Personal Deposit Account by 
PAO (South) to PAO (East) for crediting the Personal Deposit Account of 
TNMSC. Though Comn-Ussioner of Treasuries and Accounts had directed as 
early as in February 2002 that the responsibility of maintaining the Deposit 
Account of TNMSC be transferred from PAO (East) to PAO (South) to avoid 
the recurrence of such non/belated conmmnication of adjustment, the Deposit 
Account was transferred only in April 2004. The huge differences are yet to 
be reconciled by the Directorates. 

Government, with a view to avoid funds being kept idle with TNMSC, had 
issued a revised procedure in July 1999, directing all the Directorates to 
release the funds for the fourth quarter, only after receiving the accounts for 

Directorate of Public Health and Preventive Medicine (DPHPM), Directorate of 
Medical and Ru.ral'Hemth Services .(DMRHS) <md Directorate of Medical Education 
(DME). · 
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lhe firsl lhree quarters from TNMSC and a fter assessing the quantum or drugs 
etc. actually required fo r lhe fo urlh quarler from all the inslilutions under their 
control. However this procedure is nol being fo llowed. 

In April 2004, TN MSC requesled all lhe Direclorales to reconcile the entire 
transactions since 1994-95 . 

Though Government directed (November 2004) the T NMSC to trans fer the 
unutilised balance in the PD acco unt fo r purchase or equipment, furni ture etc. , 
foi· the five new medical co lleges, action is yet lo be taken lo reconcile the 
accounts belween the Directorates and T N MSC (December 2004 ). 

2:8 Non-adjt.tstnlent of temporary:: advances 
2.8.1 Drawing and Disbursing Officers (DDOs) draw temporary advances 
either on the authorily o f slanding orders or specific sanction of Government. 
Tamil Nadu Financial Code requires lhal if any lemporary advance is pending 
fo r more lhan fo ur months, the Treasury 011iccr (TO)/Pay and Accounts 
Officer (PAO) should write to the Head o f Department concerned to adjust the 
same with a Detailed Contingent (DC) bill supported by vouchers, within a 
monlh. An advance pending fo r more than five months should be broughl to 
the notice o f lhe Government. 

2.8.2 Scrutiny or Register of temporary advances in two PA0 s8 in respect of 
six offices indicated in the table below revealed that the above provisions were 
disregarded by the DDOs. 

Commissioner of Police 
Chcn.nai (COP) 

Director of Agriculture 
(DOA) 

Director of Elementary 
Education (DEE) 

Director Gene ral of Police 
(DGP) 

Director of School 
Education (DSE) 

Project Oilicer World Bank 
Assisted Integrated Chi ld 
Development Scheme 1lI 
(P.O., WBA !CDS ill) 

158.97 

127.83 

1625.20 

16.9 1 

191.87 

13.40 

4.93 545.87 

6.58 

22.51 

(Rupees in lakh) 

24.24 176.3 1 

77.93 269.80 

172.37 

646.57 1505.45 2830.65 

1631.78 

390 .36 238.26 668.04 

2.8.3 In response to PAO's (South and East) communications, DEE, DSE 
and DGP denied pendency of 36 DC bills invo lving Rs 9.82 crore on the 
ground that the concerned advances did not pertain to their o11ice. R esult of 
verification by the PAOs of the advances in question is awaited (Augusl 
2004). 

2.8.4 Government in June 200 1 inslructed to stop paymenl of non-salary 
bills o f DDOs who have not adjusted the temporary advances for a long time. 
However, Special Conm1issioner and Commissioner o f Treasuries and 
Accounts (SC & CTA) based on the orders o f the Finance Department, 

8 PAO (East) and PAO (South), Chcnnai. 
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instructed PAO (South) (December 2003 and January 2004) to admit non­
salary bills pertaining to DEE and DSE upto March 2004 on the condition that 
pending temporary advances are settled before 31 March 2004. Howe\ler, 
these DDOs adjusted only a meagre amount of Rs 8.28 lakh (0.5 per cent) out 
of Rs 1804. 15 lakh as on 31 March 2004. 

2.8.5 Thus, laxily in enforcing cudal provisions has resulted in pendency of 
large number of temporary advances involving huge amounts. A risk of such 
pendency is that misappropriation, if any, would go undetected. 

:7~:9=:1::·':::.:-,:,=E~'P~H.a1iur~::::~».::N.~~:::~~r.Yi.t~1N~~Y.·':1~~!r-O.mehf<!~-~~tY.i~~ : ·::;:'i'~~:;::,~'2 
2.9.1 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 the Contingency Fund. 

2.9.2 During 2003-04, expenditure totaling Rs 0.93 crore was incurred in 
four schemes, where only token provision was made. For six new schemes, 
expenditure of Rs 12.07 crore was incurred without any original or 
supplementary provision and had to be treated as New Service/New 
Instrument of Service. Expenditure of Rs 95.10 crore was incurred on eight 
schemes by utilising reappropriated funds. 

2.9.3 Though only token provision was made in the Budget for a scheme 
receiving assistance from Government of India in respect of Grant No. 7 
(Animal Husbandry and Fisheries Department - Fisheries), Rs 0. 76 crore was 
incurred during the year without seeking supplementary grant. 
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CHAPTER.Ill · .. _•:··,:,=·:· ·.·l ·.; ~ 

PERFORMANCEkEVIEWS ' 
This chapter presents five Performance Reviews and two long paragraphs. 
The perfo rmance reviews include reviews on the Performance of the 
Villupurarn District Administration in selected areas, the regulat ing role o r 
Government of Tam.i i Nadu in the implementat ion of the Child Labour 
(Prohibition and Regulation) Act, I 986, results of Integrated Audit or 
Backward classes, Most Backward classes and Minorities Welfare 
Department , performance of Puratchi Thalaivar MG R Nutritious Meal 
Programme and Indian Systems of Medicine and Homoeopathy. The two long 
paragraphs are on Integrated Sanitary Complexes for women and on the 
Drought Relief Measures in Animal Husbandry Department. 

·3 .1:::::::; f'~f t9rri•~~dtot 1~e vHfolJ~r~1p·::p~~!?-l~t:::tx=<I#.tl1,ii~it.ation -~,n:. 
<;<_?;;:_)_~!(_:~:: ·.· . ~· 1 ·~ t~·:..1 ' .. -.·.·.-.·-·.-.-.. ·. .·.·.-.-.·.-.·.- .. . ... • .. 

. ·=·Se ec -~.areas · .. ··=· ····:===•=:::::::=•== =··=====···,,,,,, ····=.,., · ,,, ...... :•-:===.=; . .=, ... ··=.· 

Highlights 

Villupuram District is one of the backward districts in the State and ranked 
28'" among the 29 districts in the State in terms of human development 
index. As district head, District Collector accords administrative sanction 
for the release of funds under various schemes and the monitoring authority 
for them. Even three years after the issue of guidelines by the State Planning 
Commission, neither District Development Plan nor the Annual Plans had 
been prepared. Though the target for enrolment in respect of primary 
classes was JOO per cent with 110 tlropout under Sarva Shikslia Abhiyan, 
41I6 children were not enrolled in primary classes as of March 2004 and 
dropout rate was six per cent in 2003-04. The couple protection rate in the 
district stood at 43 per cent in 2003 as against the State level achievement of 
50 per cent and Ninth Five Year Plan goal of 70 per cent. Government had 
not considered 11pgradatio11 of more number of Primary Health Centres 011 
priority basis despite the backwardness of the district in terms of health 
indicators. 68 per cent of the rural habitations, 75 per cent of the Town 
Panchayats and all tile Municipalities in tile district were not providing 
adequate quantity of safe water. 

).•=,=::rnt=:J\:'.f ~~J.:WgJi :::::''\fie:(Disfricf . : :Pfa#hfiig::::::::~~!iIIi'li(Ji '.\:tfiiff Disfrict . ·· Pia#hi n.g: 
'.Ct)fufulttee :wef~ · e~(abJished hi .thf :DistfiCliiri.\Qch>ber"l999 and February. 

~iJfllfAl~~~il~l\f~l1fltlGiit•ii 
(Paragraph 3.1.6)· 
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(Paragraph 3. 1. 16) 

Sf >··· .: ' l\lorif.i.~ ·'. ef:9§c.frb.~4 :]1f .. t~~·: N.~h!lt .Pl~n ~0C,ifme1g for .. oper~ing. ne\v 
~rio:Iaty : ~¢~~()~~ · *hd. ~idf:lJe s¢h()9Js /,i.fl u.l\$~fved ·habit;i(i.ous !9·. provide 
.easy 3ecess fo :·J?:i:"imary/i\11.iddle ·~a tfrati.011 l\Tere not ·:~tdlier¢ff fo. . . 

(Paragraphs 3.1.17 and 3. l.18) 

[!~i71W!;1~\J!!l~lttilttfti~it1f~~f~~~ 
'.z· • .. ·.o.o· .2.· .. ·:.··.·•.' ... '.: .. '·.·.·.·.· ... , ..... · .. · · .• : . .•. :.:::::: •.• •·•·•·•·•••• ·:······· ... :::. .... ::::······ •.•.. : •. :.·.·.· ., ... ·... ··• · •··· ..•. · .. · ·.·.: •. ·• .•. '·.•.:·.·: .. ··.·.·.·.·.·.·.•.·.·.·· .. ·••••·.··••·•·•· •. ::: · · •· · · · :::=:·:::>:··.:::::::::::::::::::::·:·:·:-. •• . ::=:::;::::::=;:::;::;:::::\::::::::::::::· ;::;::::;::::::::::::·:::·: ;.;:::::::::·:·:::::::::::·::: . . . .. ·.·.·.·.· -.·.·:·:·:: .::.;.::::::--·::::·.:·;:::::·.:-· ·.·.·.·.·. 

(Paragraphs 3.1.60 to 3.1.63) 

11111111111~1\1 
(Paragraphs 3.1.69 and 3.1.70) 

Introduction 

3.1. l V illupuram District was formed in 1993 by bifurcating the 
erstwhile South Arcot District. The district is divided into four sub divisions, 
eight taluks and 1490 revenue villages. There are 1 104 village panchayats 
grouped into 22 panchayat unions, 16 town panchayats and two municipalities. 
Only 14 per cent of the population reside in urban areas. The District 
Collector is responsible for the co-ordination of all Plan schemes in the 
district. 

Objective of the schemes reviewed 

3.1.2 The main objectives of the selected areas are given below. 

)'.> School Education: The main objective of the schemes relating to 
primary education is to provide easy access to it for all children. The main 
opjective of secondary and higher secondary education schemes is to inlprove 
ability, to apply knowledge, develop analytical skills and generally enable 
students to enter the world with sufficient skills as socially and economically 

• 

active citizens. • 

)'.> Health . Care: The main objective of the schemes in this area is to 
improve the health status of the population. 

)'.> Provision of safe drinking water: The main objective of the scheme 
reviewed is to provide safe drinking water to cover all habitations . 

• 
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Neither the District 
Development Plan 
nor the Annual Plans 
were prepared even 
after a lapse of three 
years since issue of 
guidelines. 
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>- Development of Women and Children: The main objecti ves of the 
schemes reviewed are to ensure a ll children below the age group of six and 
pregnant and lactating mothers are healthy by providing adequate food and 
nutrition supplements. 

· Organisational set up 

3.1.3 District Collector is in overall charge o f implementing the 
various schemes and co-ordinates with other departments in the district. The 
details of organisational set up are given in Appendix XV I1 . 

Audit objective 

3.1.4 The objective o f the review was to assess the overall 
development and shortfalls in respect of school education, public health care, 
provision of safe drinking water and women and child development activities 
in Vi llupuram District during the period 1999-2004. 

Audit coverage 

3.1.5 Records relating to implementation of various Plan and non­
Plan schemes relating to the above activities were scrutinised in 28 district 
level offices and 21 unit offices under 12 departments as detailed in 
Appendix XVIII . 

Implementation of development programmes 

District Development Plan 

3.1.6 Government ordered (August 1999) establishment of a District 
Planning Cefl headed by a District Planning Officer to assist the District 
Planning Committee (DPC) in preparing the District Development Plan (DDP) 
for incorporation in ihe State Five Year Plan and Annual Plans covering 31 
major activities in the Districts. Statistical information and details regarding 
existing Plan schemes of all departments were to be co llected by the District 
Planning Ce ll. The draft DDP was to be prepared by the DPC by 
consolidating need based plan prepared by local bodies. The District Planning 
Cell and the DPC were established in the District in October 1999 and 
February 2002 respectively. The State Planning Commission issued 
guidelines for preparation of District Development Plan in January 2001. 
However, neither the District Development Plan nor the Annual Plans were 
prepared (September 2004). The absence of DDP resulted in specific needs of 
the district not being a'ppropriately reflected in the State Plan and the resultant 
allocation of funds. 

School Education 

3.1.7 Review of this sector revealed (a) shortfall in enrolment in 
priniary classes, (b) shortages in supply of text books and uniforms, 
(c) vacancies of teachers and (d) shortfalls in inspection of schools. 

Primary and Middle Education. 

3.1.8 _ Ninth and Tenth Plan periods revolved around District Prin1ary 
Education Programme (DPEP) . and Sarva Shiksha Abhiyan (SSA) sponsored 
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Achievements fell 
short of the target of 
J 00 per ce11t for 
enrolment with no 
dropout. 
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by Government of lndia (GOl) fo r universalisation of elementary education in 
the age group six to 14. 

3.1.9 The literacy level of Villupuram District as per census or 1991 
and 200 I was 48 and 64 per cent only vis-a-vis 63 and 73 per cenr 
respectively for the State. The District ranked 29th among 30 districts in this 
respect. The lowest female literacy rate ranged from one to eight per cenr in 
16 villages belonging to Sankarapuram taluk. 

3.1.10 SSA aimed at gett ing (i) all children to be in school by 2003, 
(ii) all children to complete five years of prin1ary schoo ling by 2007 and 
(iii) all children to complete eight years o[ elementary education by 2010 
without dropouts. 

Enrolment and dropout of chil<lren in Primary and Middle classes 

3.1.11 Though the target for enrolment in primary classes was 
I 00 per cent with no dropout under SSA, 4 1 16 children were not enrolled in 
Prin1ary classes as of March 2004. 

3.1.12 The dropout rate during 1999-2004 was as under: 

* 

Primary classes 

Middle Classes 

14 12 14 10 

13* 

Dropout rate was assessed only from 2002-03 for Middle classes. 

G 

12 

3.1.13 In view of the above dropouts, the SSA goal of all children 
completing five years of prin1ary schooling by 2007 and all children 
completing eight years elementary schooling by 20 l 0 cannot be achieved. 
Assistant District Progranm1e Coordinator, SSA, reported to Audit (March 
2004) that migration of parents, engaging students in domestic, agriculture and 
other seasonal works and illiteracy /carelessness on the part of parents were 
the reasons for dropouts. · 

3.1.14 Government implemented five welfare schemes' to enrol all 
school-age children and to reduce the dropout rate in schools. The points 
noticed in the in1plementation of three of these schemes are discussed in the 
succeeding paragraphs. 

(i) Puratchi Thalaivar MGR N ut ritious Meal Programme (PTMGRNMP), 1982 . 

(ii ) Free supply o f uniform to a ll children of Standard r to VIII covered under NM P. 

(iii) Free supply o f slates to students studying in Standard I from 1984-85. 

(iv) Free supply of text books to all children of Standard I to V and children of Standard 
VI to VIII covered under NMP. 

(v) Free supply of bicycles to girl students belonging to Scheduled Castes (SC)/ 
Scheduled Tribes (ST) and Scheduled Caste Converts studying in Standard XJ and 
XJJ from 200 1-02. 
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The programme did 
not cover 12 primary 
schools and VI 
standard students of' 
56 middle schools. 

The norms 
prescribed in the 
Ninth Plan document 
for opening new 
primary schools and 
middle schools in un­
served habitations to 
provide easy access to 
primary education 
was not adhered to. 
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No11-provisio11 of benefits 111uler PTMGR NMP 

3.1.15 In Villupuram District, Nutritious Meal Programme (NMP) was 
no t introduced in 12 Panchayat Union primary schools newly opened during 
2002-04 with strength o r 429 student s (204 students in three schools in 
September 2002 and 225 students in nine schools in October/ November 2003) 
due to non-receipt of proposals from the Block Development OlTicers. 
Similarly, the programme did not cover 1353 students admitted to VJ Standard 
as or September 2002 (619 students in 24 schools) and October 2003 (734 
student s in 32 schools) in 56 Panchayat Union upgraded Midd le schools . 

Supply of free textbooks and uniforms 

3.1 .16 Students studying in Standard Vl to YI I I and covered under 
NMP a re elig ible for free supply or textbooks and uniforms. Scrutiny or data 
in a few selected middle, high and higher secondary schools revealed that live 
to nine per cen t students were not supplied with textbooks during 1999-2002. 
Uniforms were not supplied to two to 23 per cent or the students during 1999-
2003 (Appendix XJX) due to incorrect assessment of requirements by the 
Headmasters uf the schools. No siuut:nl was given free un iform during 2003-
04 due to non-issue or orders by the Government for the scheme. 

No11-ope11i11g of required number of Prim my and Middle schools 

3.1.17 To provide easy access, State Ninth Plan envisaged opening of 
new primary/middle school in the habitations where there was no o ther 
primary/middle school within a radius of one km/three km. 

3.1.18 As of March 2004, five habitations in the district did not have 
Primary schools within a radius of one km and 38 habitations did not have a 
Midd le school within a radius of three km. T hus the norms prescribed in the 
N inth Plan document for opening new Primary schools and Middle schools in 
unserved habitations were not adhered to. The District Programme 
Coordinator, SSA, Villupuram, while admitting that non-opening of 
primary/middle schools may cause dropout among girl children repo rted to 
Audit (March 2004) that Primary schools and Middle schools were being 
opened in the district in a phased manner. 

3.1.19 Number of Primary schools opened and number 9f Middle 
schools upgraded along with the posts sanctioned for the newly opened 
schools in the district is given below: 

2002-03 

2003-04 

10 

II 

47 I 

47 2 

3.1.20 The posts sanctioned above (barring Headmasters) were not 
filled up through recruitment as required under SSA scheme. Instead, the 
classes were handled by teachers transferred from other Primary schools or by 
the existing teachers in upgraded schoo ls. Director of E lementary Education 
(DEE) issued appointment orders based on selection made by Teachers 
Recruitment Board in June 2004 whereupon 29 out of 32 posts of Secondary 
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Grade Teachers and 133 out o f 141 posts of Middle Grade Graduate Teachers 
were fi lled up (July 2004). Reimbursement o r pay and allowances or 162 
t eachers~ (excluding Headmasters) amounting lo Rs 186.73 lakh for the period 
September 2002 to June 2004 from SSA funds, in respect of 21 newly opened 
primary schools and 94 upgraded schools during 2002-04 was irregular as 
these posts were not filled up by fresh recruitment. This interim arrangement 
had further eroded the teaching hours in the schools from which the teachers 
were transferred lo newly opened primary schools. Further, it was noticed that t 

The infrastructure 
created fo r spread of 
education suffered 
adversely due to non­
creation of large 
number of posts and 
even the sanctioned 
posts remained 
vacant. 

the 11 primary schools opened in the year 2003-04 functioned with single 
teacher only during the period October 2003 - June 2004 as against the norm 
of at least two teachers in a Prin1ary school under SSA. District Elementary 
Education Officer (DEEO), Yillupuram stated (October 2004) that pending 
fresh recruitment of teachers through employment exchange, the newly 
opened (2003-04) primary schools were provided with single teacher only on 
deputation basis. 

Secondary and Higher Secondary Education 

Slzortage/vaca11cy ill poses ofteacl1ers ill Gover11111e11t schools 

3.1.21 As per the norms prescribed by State Government (December 
1997) fo r sanction of teaching posts effect ive from I June 1998, 4795 posts of 
Secondary Grade teachers were required in primary and middle schools 
against which 4768 posts were sanctioned till March 2004. Out o f these 
sanctioned posts, 876 ( 18 per cent) posts were vacant as of March 2004. 
Further, all seven posts of Urdu teachers were vacant in seven Urdu teaching 
schools. DEEO, Yillupuram, reported (September 2004) that out of 876 vacant 
post of Secondary Grade teacher, 67 posts were filled up and the remain ing 
vacant posts would be filled up soon. 

l 

3.1.22 The details of additional posts required as per the above norms .... 
in 11 9 Government High schools and 80 Higher Secondary schools in 
Yillupuram District as of March 2004 were as fo llows. 

Actual requirement as 987 414 300 1141 478 231 747 
per norms 

Sanctioned 525 297 160 622 314 222 628 

Shortfall (percentage) 462 (47) 117 (28) 140 (47) 

Men in position 425 25 1 149 

51 9 (45) 

580 

164 (34) 9 ( 4) 

279 210 

119 ( 16) 

530• 

Yaeancy(pcrcentage) 100(19) 46( 15) II (7) 42 (7) 35( 11 ) 12(5) 98 ( 16) 

• 

3.1.23 The infrastructure created for spread of education suffered 
adversely due to non-creat ion of large number o f posts and even the 
sanctioned posts remaining vacant, as brought out in the table above. 

for ten primary schools opened in 2002-03 : I 0 teachers 
for 11 primary schools opened in 2003-04 : 11 teachers 
For 47 midd!e schools opened in 2002-b3 : 94 teachers 
for 47 mtddle schools opened in _2003-04 : 47 teachers 

Total : 162 teachers 
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Special Coaching for SC/ST students 

3.1.24 Under non-plan scheme, special coaching classes arc conducted 
every year for SC/ST students studying in Standards YIIl to XII in subjects 
like Mathematics, Science, Commerce and Accountancy. 

3.1.25 Though there were 47720 SC/ST students in 249 schools in 
2002-03 and 49859 SC/ST students in 259 schools in 2003-04, only I 0767 
students (23 per cent) or 27 schools ( 11 per cen t) in 2002-03 and 10922 
students (22 p er cent) or 29 schools ( 11 p er cent) in 2003-04 were covered 
under the scheme . 

3.1.26 Budget allotment was made on the basis or the projections 
made by the Chief Educational Olliccr (CEO). However, CEO did not take 
into account the entire SC/ST students of the district whi le sending proposals 
to Director of Schoo l Education (DSE). Hence, only number of schools/ 
students as proposed by CEO was covered. 

3.1.27 Pass percentage of SC/ST students (X and XII standard) who 
were offered special coaching and those who were not covered under the 
scheme was as given below: 

Tenth standard 

2002-03 2265 1562 69 3133 1700 54 

2003-04 2454 1644 t>7 3785 1759 46 

Twelfth standard 

2002-03 

2003-04 

1286 848 66 1376 707 51 

1585 1030 65 2785 1005 36 

3.1.28 As may be seen from the above table, the students who were 
given special coaching performed well, while the pass percentage of students 
who were denied the special coaching was less by 15 to 21 in respect of X 
standard and 15 to 29 in respect ofXll standard. 

3.1.29 CEO replied (February 2004) to audit that action would be 
taken from next year to seek allotment of funds from the Directorate to cover 
all eligible schools/ students under the scheme. 

3.1.30 It was noted that though the number of SC/ST students enrolled 
increased from 28 139 in 1999-2000 to 49859 in 2003-04, their number 
covered under the scheme increased marginally from l 00 11 to I 0922. 
Consequently, the coverage· of students declined from 36 per cent to 
22 per cent during this period. 

Basic amenities not provided in Govemmeutlprivate hostels for SC/ST 
students 

3.1.31 Twenty seven out of 78 hostels for Scheduled Caste and 
Scheduled Tribe students were functioning in rented buildings with an annual 
rent of Rs 4.49 lakh: · 

• 
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Shortfall in conduct 
of inspection was 63 
per ce11t during 1999-
2004. 

Assista nce of 
Rs 14.78 lakh 
provided by GOI for 
starting VTI 
remained 
unproductive and the 
benefits expected of 
the scheme did not 
reach the STs even 
after eleven years. 
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Number of hostels without toilets and drinking water were as under: 

Number of hostels for SC/ST 
Number of hostels with no toilet 
Number of hostels with no 
drinking water facility 

35 
8 

25 
23 

4 

G frl~ltosteJ s 

Priv:ate .. 

16 2 

3.1.32 Though toilet fac ilities and drinking water were provided in 42 
o ut of 51 and 49 out of 51 Government hostels respective ly and work is in 
progress in respect o r remaining hostels, no action has been taken to provide 
these faci lities in the private hostels despite huge rent being paid to the hostels 
without these basic faci lit ies. 

Inspection of Schools 

3.l.33 As per the instructions o f DSE, CEOs should inspect at least six 
Higher Secondary schools in a month and cover all the school in a span of two 
years. As such the CEO, Yillupuram should have conducted at least 300 
inspections during 1999-2004. However, CEO conducted only 112 inspections 
during the above period, the short fall being 63 per cent. CEO replied 
(February 2004) that shortfall in inspection was due to frequent meetings with 
district collector and DSE and also his role as district programme co-ordinator 
to in1plement SSA. 

Vocational Training Institute for Scheduled Tribes 

3.l.34 GOI released (March 1993) Rs 14.78 lakh for constructing and 
running a Vocational Training Jnstitute (VTJ) at Kalrayan Hills in Villupuram 
District for STs. Government in March 1995 ordered the Director o f 
Employment and Training to implement the scheme. Later, Government 
decided (December 1999) to entrust the scheme of constructing and running 
the VTl to a non-Governmental organisation (NGO). Only one NGO, Danish 
Mission Higher Secondary School, came forward (May 2000) and the same 
was communicated to Commissioner of Triba l Welfare (CTW), Chcnnai. 
CTW, Chennai took no decision till November 2003. As there was no 
response from CTW, Chennai, NGO expressed (November 2003) its inability 
to start VTI as the buildings earmarked fo r this purpose were utilised for 
regular schools. Jn December 2003, consent to run VTl was obtained from 
another NGO, World Vision India, and the application/pr6ject proposals 
obtained from the NGO were forwarded (February 2004) to · the CTW for 
approval which was awaited. Thus, even after 11 years of receipt of funds 
from GOJ, the VTI had not started functioning. Consequently, assistance of 
Rs 14. 78 lakh provided by GOI remained unproductive and the benefits 
expected o f the scheme did not reach the Scheduled Tribes. 

Public Health Care 

3.1.35 Review of this sector revealed: (a) family planning target fixed 
was not achieved and (b) adequate attention was not given for providing 
sufficient manpower, infrastructure and increasing the bed strength. 

Vital health indicators 

3.1.36 In terms of vital health indicators Yillupuram District had not 
achieved the goals fixed in Ninth Five Year Plan (1997-2002). A comparative 
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statement of vital health indicators of Yillupuram District and the State at the 
beginning and end of Ninth Five Year Plan period and March 2003 is as given 
be low: 

17.6 16.5 15/ I 000 population 18.4 18.4 17.7 18.8 

6.5 6.8 6/ l 000 population 3.9 4.9 4.5 5.6 

3 Still birth rate 16.0 17.0 10/1 000 li ve birth l6.4 

25.3 

l.5 

23.0 15.2 22.5 

28.2 

l. 7 

4 In font Mortality rate 3 l.8 30.7 20/1000 li ve birth 3 1.2 22.6 

5 Maternal Morta lity 1.3 l.6 < I per 1000 l.5 l.3 
rate 

6 Couple protection rate 53 46 70 per cem of 51 43 50 43 
(Percentage) 

Only three out of the 
22 main PHCs and 
four out of ten GHs 
were conducting 
caesarean deliveries 
and in 15 out of 22 
main PHCs and two 
out of ten GHs the 
operation theatres 

eligible couples 

Birth rate 

3.1.37 The birth rate3 in the District had increased from l 6.5 in 1997 
to the present level of l 8.8 as against the goal of 15 to be achieved by 2002. 

3.1.38 The couple protection rate4 in the district stood at 43 per cent in 
2003 as against the State level achievement of 50 per cent and Ninth Five 
Year Plan goal of 70 per cent. It was further noticed that even the low couple 
protection rate was achieved largely due to disproportionately higher 
achievement under temporary methods of couple protection like IUD, 
distribution of condoms and oral pills (70 to 78 per cent) rather than 
sterilisation (22 to 30 per cent) which is the permanent way for couple 
protection. 

3.1.39 Among various methods adopted for couple protection, 
achievement under vasectomy remained very low. The number of 
vasectomies done during the period from 1999-2004 was only six, compared 
to 51313 tubectomies during the same period. 

3.1.40 There was high rate of infant mortality and still birth in 
Villupuram District as indicated in the table above. Ninth plan envisaged only 
ten per cent domiciliary deliveries. However, the percentage of domiciJiary 
deliveries was 26 to 49 in the district during 1996-2003. 

3.1.41 Government of India estimated that about 15 per cent of the 
deliveries would involve higher risk. Proper medical care facilities in close 
proxinuty should be ensured to avoid maternal mortality. However, only three 
out of the 22 Prin1ary Health Centres (PH Cs) and four out of ten Government 
hospitals (GHs) were conducting Caesarean deliveries. Further, in 15 out of22 
main PHCs and two out of ten GHs, the operation theatres were not 
functioning for various reasons such as repairs to doors, windows and exhaust 
fan, non-availability of water supply, etc. 

• were not functioning. Manpower and infrastructure 

3.1.42 Adequate attention was not given for providing sufficient 
manpower, inrrastructure and increasing the bed strength as discussed 
hereunder. 

Birth rate: Number of births per thousand population per year 
4 Couple Protection rate: Number of couples protected X 100 

Number of eligible couples below 40 years 
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Shortage of manpower 

3.1.43 Posting o r required number o r medical and para-medical staff 
(PMS) is essential for the e ITect ive implementat io n o r public hea lth activities. 
However, 23 to 27 per cent of the sanctioned posts o f Medica l O fficers (MOs) 
and 16 to 18 per cent of PMS in the district remained vacant as of January 
2004 as detailed below: 

PHCs (80) 
43 (27) 

256 (1 8) 

3.1.44 An analysis of vacancy position in seven Government hospitals 
and 80 PH Cs revealed that 25, 27 and two posts of MOs and 83, 168 and 56 
posts of PMS were vacant upto one year, one to five years and more than five 
years respectively. 

3.1.45 As against the sanctioned strength o f eight medical officers, in 
the four PHCs5 o f Va llin1alai tribal block, only three medical officers were in 
position (January 2004) to cover a total population o r 50230. Even the only 
upgraded PHC in Kariyalur block had only one medical o flicer as against the 
sanctioned strength of four and vacancy of three posts ranged from 15 to 39 
months. Joint Directo r of Medical and Rural Health Services and Family 
Welfare, Villupuram stated (November 2004) that most o f the vacancies o f 
doctors arose due to transfer and frequent leave availed by doctors. 

Non-posting of staff to newly upgraded Government Hospital 

3.1.46 Government Hospital, Sankarapuram was upgraded fro m PHC 
level in January 1997. MO o f the hospital submitted (August 1999) a proposal 
to Joint Director of Health Services (JDHS), V illupuram fo r creation o f 17 
new posts including two MOs and 15 other staff The JDHS recommended the 
proposal to Director o f Medical and Rural Health Services (DM&RHS), in 
October 1999. However, no new posts were created and the hospital 
functioned with the Limited staff as of January 2004. As a result, the average 
bed occupancy during 1999-2004 ranged between four to eleven patients per 
day as against the sanctioned bed strength of 32. The JDHS, Villupuram also 
concurred (December 2003) with Audit that unless required number of 
medical/para-medical staff are provided, it would be difficult to justify service 
to the people in the area. Thus, the very purpose of upgrading the hospital was 
defeated . 

Public health activities in municipalities 

3.1.47 Public health activities, mainly outreach services Like ante-natal 
registration, inmlllnisation, vector control, family we lfare activities etc., for 
the people Living 4i urban areas are to be provided by the public health wing of 
the municipality concerned . 

3.1.48 In the two Maternity homes of Tindivanam Municipality, there 
is no sanctioned post o f MO and only three out of eleven other staff sanctioned · 
are in pos_ition. Due to the huge shortage in manpo wer, activities such as . 

. 
Kariyalur, Keelakkadu, Mottampatti and Serapattu. 
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( i) distribut ion of condoms and oral pills, ( ii) IUD insert ion and family 
plann ing promot ional activities were not carried out in the Municipality during 
the period covered by audit. Further, the ante-natal registrations of pregnant 
women in the municipal area, which was 1520 in 200 I came down to 91 in 
2001 -02, 51 in 2002-03 and nil during the year 2003-04. Commissioner, 
Tindivanam Municipality replied to Aud it that the vacant posts were not filled 
up due to the ban imposed by Government on new recruitments. 

Infrastructure facilities 

Insufficient medical facilities in Blocks 

3.1.49 According to the policy declared by Government in March 
200 I, every block should be provided with o ne public medical institution with 
bed strength of at least 30. Only nine o ut of twent y two blocks (4 1 per cent) 
in the district had 30 or more beds (Headquarters hospital: one, Taluk hospital: 
seven, PHC: one each in 22 blocks) as of March 200 I. In sp ite of the above, 
Government sanctioned (October 200 I and February 2002) upgradation or 
on ly three PHCs as 30 bedded institutions during the three year period from 
200 I to 2003 . Only one out of the three upgraded PH Cs (at Kachirapalayam) 
started functioning and building works were in progress in the other two PHCs 
(Mailam and Siruvanthadu) as of December 2003 . Government had not 
considered upgradation of more number of PH Cs on priority basis despite the 
backwardness of the district in terms of health indicators. 

!\on-utilisation of Hospital Maintenance Fund 

3.1.50 Government sanctioned (September 1996) a sum of Rs five 
lakh to each Headquarters hospital in the State to establish ' Hospital 
Maintenance Fund ' (HMF) to provide amenities to patients in the hospital 
premises and towards maintenance of hospital building. Income by way of 
entrance fee and charges paid by Tamil Nadu -Medical Services Corporation in 
respect of CT Scan equipment operated by them inside the hospital premises 
were also to be credited to the HMF. There was a closing balance of Rs 16.33 
lakh and only Rs 1.9 1 lakh had been utilised so far from the fund as on 31 
March 2003. 

3.1.51 Hospital Advisory Committee meetings held in April, May 
2002 and March 2003 and Law and Order Review meeting he ld at 
Collectorate in July 2003 discussed the shortcomings in the hospital 
maintenance like non availability of public toilets; acute water shortage in the 
hospital; pending electrical repairs for several years; misuse of hospital 
premises by anti-social e lements due to non-availability of security guards; 
over-grown shrubs in the hospital premises in the absence of periodical 
clearance and non-provision of cattle trap to prevent entry of animals. 

3.1.52 However, no remedial action was taken by utilising the 
available funds in the HMF. On this being pointed out (May 2004), JDHS, 
Yillupuram stated (November 2004) that HMF available was distributed to 
other taluk and non-taluk hospitals of the district in July 2004 and details of 
the expenditure would be submitted later. 
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Non-utilisation of Eleventh Finance Commission Grant by 
Villupuram Municipality 

3.1.53 The Eleventh Finance Commission recommended grants to 
urban local bodies to finance core civic services such as iniprovement to 
hospitals, maternity centres, provision of safe drinking water, street lights etc. 
The grant was to meet 50 per cent of the cost of works to be taken up by 
municipalities. The Yillupuram Municipality identified health care projects 
for Rs 32.30 lakh (the grant portion being Rs 16.15 lakh) . Only a sum of 
Rs 2.30 lakh was utilised till February 2004 towards health care facilities and 
thl: remaining grant of Rs 13.85 lakh was kept unutilised. The unspent 
balance was kept in the General Fund Account only, in contravention of the 
guidelines issued by Commissioner of Municipal Administration to keep the 
funds of Eleventh Finance Commission in separate account. The 
Commissioner, Yillupuram Municipality informed (March 2004) to Audit that 
the fond was not utilised for want of Municipal Council's approval. 

Provision of safe drinking water 

3.1.54 Review of this sector revealed (a) 68 per cent of Rural 
Habitations, 75 per cent of Town Panchayats and all Municipalities in the 
district did not provide required quantity of safe water and (b) no 
augmentation work was taken up to meet the increasing demand due to rapid 
growth of population and din'linishing yield of water in the existing sources, as 
discussed in the succeeding paragraphs. 

3.1.55 Ninth Five Year Plan envisaged provision of sate drinking 
water to cover all habitations including all the water quality-affected 
habitations and to monitor the water quality under surveillance system. 
According to the existing national norms, all rural habitations, Town 
Panchayats and Municipalities were to be provided with safe water at the rate 
of 40,70 and 90 iitres per capita per day (LPCD) respectively. 

3.1.56 The numbers of rural habitations in the district and availability 
of safe drinking water therein, as of March 2004, were as follows: 

4l90 
492 2362 l336 

( 12 per cent) (56 per cent) (32 per cent) 

3.1.57 As seen from the above, 68 per cent of the rural habitations in 
the district were not provided with safe drinking water at the existing national 
norms. 

3.1.58 Sinularly, in respect of urban areas the achievements by the 
local bodies as of December 2003 were as follows: 

~lllfBilli~llliilii~i~l&iii 
Municipalities 2 90 LPCD 2 Nil Nil 

Town Panchayats 16 70 LPCD 2 10 4 
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3.1.59 As seen from the above, 75 per cent Town Panchayats and all 
Municipalities did not provide the required quantity or safe drinking water 
(September 2004 ). Government stated (January 2005) that water supply 
improvement schemes arc now under execution in urban areas and on their 
completion all the towns in the district will be provided with the required 
quantity or safe drinking water. 

Provision of Safe Drinking Water in urban areas 

3.1.60 Jn Villupuram municipal area the quantity or water supply 
ranged from 25 to 45 LPCD against the norm of 90 LPCD. 

3.l.61 A major augmentation work was carried out in 1968 at a cost of 
Rs 26.05 lakh in Villupuram municipal area. However, no major augmentation 
work was taken up subsequently to meet the increasing demand due to rapid 
growth of population and din1inishing yield of water in the existing sources. 

3.1.62 Tamil Nadu Water Supply and Dtainage (TWAD) Board 
prepared a project proposal (October 1997) at a cost of Rs 12.23 crore to 
augment water supply by one crore litres per day without ascertaining the 
capability or the municipality to bear the expenditure. The Municipal Council, 
which discussed the proposal (March 1998), resolved to approach Government 
for I 00 per cent grant to in1plement the scheme, as the Municipality did not 
have enough resources to rneet the project cost and the recurring expenditure 
towards maintenance and repayment of loans. The proposal was dropped after 
four years and a new proposal with lower cost (Rs 6.84 crore) was prepared 
and approved by TW AD Board in August 2002. As the Municipal Council did 
not meet for more than two years, no decision was taken on the above Scheme 
as of February 2004. 

3.1.63 Government stated (January 2005) that the matter is being 
perused to ensure early implementation of the scheme. 

Development of women and children 

3.1.64 Review of this sector revealed: (a) supplementary nutrition was 
not provided on Sundays and Government holidays at some centres, (b) delay 
in reiease of funds ied to deiay in starting/completing baby friendly toilets, and 
(c) funds provided for carrying out repairs to Integrated Child Development 
Services (ICDS) and PTMGR Nutritious Meal Centres remained unutilised. 

Implementation of World Bank assisted Integrated Child Development 
Services - Ill Project 

3.1.65 World Bank assisted Integrated Child Development Services -
I1I Project (WBA ICDS - III Project) was under implementation from 1998-
2004 in 24 districts of Tamil Nadu including VilluplJram. The main objective 
of the scheme is to inlprove the nutritional and health status of children in the 
age group of zero - six years through various sub-programmes such as 
supplementary nutrition to children and mothers. 

3.1.66 After the closure of Tam.ii Nadu Integrated Nutrition Project II 
(TNIP), 318 TNIP II blocks were taken over under WBA ICDS - JII Project 
with effect from 1998-99. While wheat-based supplementary nutrition was 
provided on all the days in 1644 rural centres, the same was not provided on 
Sundays and Government holidays in 85 urban centres and 61 tribal centres in 
Kalrayan hills. Thus, there was no uniformity in rural and urban/tribal centres 
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afler converting TNl P ll centres into Anganwadi Centres in accordance with 
the ICDS pattern. 

3.1.67 For want or stock (weaning food), supplementary nutrition was 
not provided on all the days in a year during 1999-2004 in centres as detailed 
below. 

, ...... 

- We:ming food not provided for-
1: 

Year 16-30 days 31-90 days 91.-150 days More than 150 days 

':·::. ·>::::: '' ,. (Number ol ~~ntrcs) ··. ·.·: .. . . 
1999-2000 6 1 - -

2000-0 1 84 9 - -

2001-02 4 30 269 121 

2002-03 10 339 97 
. 

-
2003-04 70 47 - -

3.1.68 The non-supply of weaning food, had a direct impact on the 
nutritional and health status or children and mothers. In this context Audit 
noted the prevalence of moderate/severe malnourishment ( 11209 to 18008 
children) and relapse cases (921 to 1174 children) during 2001 -03 . 

Construction of Baby Friendly Toilets in Anganwadi Centres 

3.1.69 Government sanctioned (January 2002) construction of 1575 
Baby Friendly Toilets in 2 1 districts at an estimated cost or Rs 4500 per toilet. 
Seventy five toilets had been proposed for construct ion in three blocks of 
Yillupuram District at the rate of 25 toilets per Block. The construction or 
toilets was to be completed within two months from the date of release of 
funds. The execution of the work was entrusted to the concerned Block 
Development Officers (BDOs). The Project Co-ordinator WBA ICDS-111 
Project released (May 2002) to the District Co llector, .Yillupuram Rs 1.69 lakh 
as 50 per cent advance for construction of 75 toi lets in the above three Blocks 
and the amount was kept in Savings Bank Account. After a delay of more 
than a year, the amount was distributed (June 2003) equally (Rs 56250 each) 
to the three Blocks by the Project Officer, District Rural Development Agency 
(DRDA) for execution of works. The balance amount of Rs 1.69 lakh was 
released in June 2004. Thus, delay in release of funds had led to delay in 
starting/completing the works. 

3.1.70 Out of 75 toi lets, 54 had been completed, 15 were under 
progress and six were not commenced as of September 2004. Programme 
Officer, WBA JCDS-Ill Project, Yillupuram reported (September 2004) that 
out of 54 completed toilets, 14 toi lets constructed in one block 
(Tiruvennainallur) have alone been taken over by Anganwadi Centres and the 
balance 40 completed toilets had not been taken over due to 
incomplete/defective construction (seven), non provision of water fac ilities 
( 19) and not handed over by the BOO ( 14 ). Thus, the scheme sanctioned in 
January 2002 was yet to be completed fully (September 2004). 

Repairs to ICDS and PTMGRNM P Centers 

3.1.71 Commissioner of Municipal Administration (CMA) released 
(October 2002) Rs l 3. 10 lakh to District Collector for carrying out repaiis to_ 
26 lCDS and nine Nutritious meal centres functioning .in Yi llupui·ah1 · 
Municipal area. This amount had not yet been released to the Municipali~y by 
District Collector and the amount with accumulated interest or -Rs 1. 11 lakh 
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had been kept in a Nationalised Bank. Thus, Rs 13.10 lakh provided for 
carrying out repairs as early as in October 2002 remained unutilised and the 
centres were functioning without repairs. 

Conclusions 

3.1. 72 The review identifies several constraints in the promotion of 
school education especially at the primary and middle leve l. These include 
not opening of schools as required under the norms in inadequately served 
habitations and inadequate number of coaching classes for SC/ST students. 
Despite the backwardness of the district as per various health indicators, action 
was not taken to upgrade the Primary Health Centres (PHC) on priority basis 
and lo provide adequate manpower in hospitals and PHCs. No major 
augmentation work for drinking waler was taken up though the required 
quantity o f water was not provided in most of the rural habitations and Town 
Panchayats and all the Municipalities of the District. 

Recommendations 

:;.... The District Planning Cell and the Planning Committee should prepare 
the District 's Annual Plan without further delay. 

>- Coverage of special coaching classes for SC/ST students should be 
increased. 

'r Special' emphasis should be given for safe drinking water lo meet the 
increasing demand due to rap id growth or population both in rural and urban 
areas. 

';> Government should consider provision or funds to the Yillupuram 
Municipality to augment water supply in view of acute scarcity there. 

The above points were referred to Government in July 2004. Replies were not 
received (January 2005) from the concerned departments of the Government 
except Municipal Administration and Water Supply Department. 
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Highlights 

Tire Child Labour (Prohibition and Regulation) Act, 1986 bans tire 
employment of children of less than 14 years age in specified occupations 
and processes and lays down penalties for their employers. 

A review of the implementation of the Act in Tamil Nadu revealed wide 
variations in data on estimation of child labour idelltified through various 
surveys; infirmities in the provisions of the Act enabling employers to escape 
penal provisions; failure of the system to reaclr out to the child labour in 
1111orga11ised sector; low level of achievemellf of 'National Child Labour 
Project' schools and under Child Labour Rehabilitation Project in Chennai 
slums; fai/11re in carrying out directions of the Supreme Court and absence 
of efforts to bridge the gap between the number of children identified 
through survey and those actually rehabilitated. 

IWJl~RlllllD&fi~l~lifl 
(Paragraphs 3.2.7 and 3.2.8) 

l!~~i~~1:1:ij1~~~~ffi~~,~·~l~-~~1.:~~f ~~:~1~~tJ~~:A.]~~~~~::::~;~1:~~~~~:1::1~~;~:~~~~: 
(Paragraphs 3.2.10 and 3.2.14) 

ltililfiiil!tf~l~\~l~~Wflli~ 
(Paragraphs 3.2.16 and 3.2.18) 

lliiltJi!~W~~1!1Jll!N~ii~~~I 
(Paragraphs 3.2.29 and 3.2.30) 

1~11i1Tl,1111111flilflitfi°ll~'' 
(Paragraph 3.2.41) 
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(Paragraphs 3.2.43 to 3.2.48) 

Introduction 

3.2.1 The Child Labour (Prohibition and Regulation) Act, 1986, 
enacted by Parliament (hereinafter referred to as the Act) and rules framed 
thereunder in 1988 regulate various aspects relating to child labour. Through 
a notification issued in May 1993, the working condition of children was 
sought to be regulated in all employments which are not prohibited under the 
Act. Details of other Acts in force for prohibition or child labour are given in 
Appendix XX. The Contract Labour Act, 1970 is silent about engaging child 
labour on contract basis. Supreme Court of India in a landmark judgement 
(December 1996) issued a number of directions to Government or India/State 
Governments regarding elimination of child labour. National Child Labour 
Policy formulated in 1987 stresses on (i) Legal Action Plan on strict 
enforcement of various laws relating to child labour; (ii) focussing of general 
development programmes for the benefit of child labour and (iii) project based 
plan of action for the welfare of working children in areas of high 
concentration of child labour. Jn pursuance of this policy, Ministry of Labour 
has been implementing, since 1988, a scheme of National Child Labour 
Projects (NCLPs). International Labour Organisation (ILO) in1plemented 
' lntemational Programme on Elin1ination of Child Labour (IPEC)' in Tiruppur 
region of Coin1batore District and Sivakasi region of Virudhunagar District 
from February 2000 to June 2003 with the ain1 of elin1inating child labour in 
the hazardous industries existing in these regions. 

Programme objectives 

3.2.2 The main programme objectives are detailed as under: 

~ The Act bans the employment of children who have not completed 
their fourteenth year in specified occupations and processes and lays down 
penalties for employment of children. 

> Special schools were established under NCLP to provide a package of 
welfare measures including non-formal education, sk ill/craft training, 
supplementary nutrition, stipend, health care etc. 

Organisational setup 

3.2.3 The various Acts prohibiting child labour are in1plemented at 
the field level by Assistant/Deputy Inspectors of Labour, Inspectors of Labour, 
Assistant Inspector of Factories and Inspector of Factories. No additional staff 
has been sanctioned by Government. 

A Child Labour Monitoring Cell headed by the Additional Conmlissioner of 
Labour (ACOL) is functioning to monitor activities originating from the 
directions of the Supreme Court. This Cell also oversees the functioning of 
the NCLPs in the State. 

At the District level, where NCLP is operated, a registered project society 
under the chairmanship of District Collector in1plements the project. A 
Project Director administers the society with the grants-in-aid released by 
Ministry of Labour. These projects run special schools for imparting non­
formal education to the children withdrawn from employment. 
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Audit objective · • 

3.2.4 The Audit objectives were: 

-, to examine the difficu lties in implementation or certain provisions of 
the Act and Rules; 
-, to examine the regulatory and prohibitory functions and the 
enforcement machinery functions under the Act; 
,. to examine the rehabilitation measures undertaken under various 
projects; 
;,. to check progress o r implementation of Supreme Court Judgement and 
'.r to exanlioc the adequacy of n1onitori,ng and evaluation n1cchanisn1. 

Audit coverage 

3.2.5 The review covers the five year period of 1999-2004. Eleven 
out of 30 districts in the State were selected in the sample for audit coverage 
including six 1 of the nine NCLP districts. Out of 16 Non-Governmental 
Organisations (NGOs) which received grant from Government of 1ndia (GOl ) 
during 1999-2001 , records of four NGOs2 were scrutinised. 

Financial Management 

3.2.6 Details of grants received from GOI by the NCLP soc ieties and 
the expenditure incurred during 1999-2004 are furnished in Appendix XXL 
An amount of Rs 35.91 lakh was incurred on the Child Labour Monitoring 
Cell during l 999-2004. State Government sanctioned Rs 25 lakh in May 2003 
for conducting awareness campaigns and training programme and to provide 
assistance for education to the child labourers rescued. Commissioner of 
Labour (COL) reported that Rs 17.06 lakh were spent upto March 2004. 

Statistical data on child labour 

3.2.7 Number of child labourers in the State identified through 
various sources till the year 2000 is listed in Appendix XXJL A survey 
conducted in 2001 revealed that there were 3 .49 lakh child labourers in the 
State. A house to house survey conducted in September 2002 under 'Sarva 
Siksha Abhiyan' (SSA) revealed that 2.26 lakh children of school-going age 
are not attending school. A supplementary survey conducted in March 2003 
revealed that 70344 child labourers were working in hazardous ( 17385) and 
non-hazardous occupations (52959). This survey did not cover the child 
labourers who were staying in accommodation arranged by the employers. 

3.2.8 Owing to different methods of estinmtion and sources of 
collection of data for such surveys, compounded by the vast unorganised, 
infornml and unregulated sectors, the identification/estimation of chid labour 
has not been accurate. Wide variations in the number of identified child 
labour by various surveys clearly indicated the unreliability of the available 
data. A streamlined and well designed procedure for conducting a survey in 
the State for identification of child labour should be planned. In the revised 
scheme of NCLP in 2003, provision of Rs 2.75 lakh per survey has been made 

NCL"P districts : Coimbatore, Dharmapuri, Salem, Tirunelveli, Vellore and Virudhunagar. 
Madurai Multipurpose Social Service Society, Madurai; Tamil Nadu Rural 
Reconstruction, Madurai; YMCA Sattur and Women 's Voluntary Service, Satchiai:i~ram. 
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to conduct district-wise surveys of working children twice during the Tenth 
Plan period. So fa r no survey has been undertaken. 

~egislative framework and its adequacy 

Difficulties in implementing certain provisions of the Act and Rules 

3.2.9 Sect ion 3 o f the Act prohibits employment of children in 
certa in occupat ions and processes. This prohibitio n docs no t apply to any 
workshop wherein any process is carried on by the occupier with the aid or his 
family. In the consu ltative meet ing on Indicative Law on Child Labour 
(November 2002) it was apprehended that many employers escape the penal 
provisions under the guise o f family activit ies. Further, child ren employed in 
hazardous processes like weaving, beedi making etc. could not be rescued and 
rehabilitated since they are generally carried o n as a family unit. 

3.2.10 Jn Tamil Nadu, 64 per cent o f child labour was accounted for 
by agriculture and allied activities and the balance 36 per cent by 
manufacturing and service sectors3

. As unregistered factories and 
unorganised/info rmal/ unregulated sectors do not come under the active 
purview of inspection, substantial child labour employed in these sectors could 
not be prevented easily. 

3.2.J l Silver chain ornaments manufacturers in Salem District employ 
children. Out of 220 units inspected 59 children were noticed working in 22 
units. SSA survey of 2003 also revealed that out of 794 7 child labourers 
identified in the district, 650 were employed in silver ornaments units. 
Though the State Government proposed (January 2000) to GOI the inclusion 
of silver chain making process in Part B of the schedule to the Act o f 1986 on 
the ground that it was a hazardous process, no such inclusion was made. 
Thus, engagement of child labour could not be prohibited in this hazardous 
process. 

Programme Management 

Regulatory and prohibitory functions under the Act 

3.2.12 As discussed below, the present trend of enfo rcing the 
regulatory and prohibitory functions o f the Act indicates that the goal of 
complete elinli.nation of child labour by 2007 would be difficult to achieve. 

3.2.13 State Government has framed "The Tamil Nadu Child Labour 
(Pro hibition and Regulation) Rules, 1994 in August 1994 . Prior to that in July 
1993, it earmarked 16 1 categories of posts in different departments, as 
"Inspectors" for this purpose and directed the district authorities to assign to 
each of them appropriate jurisdiction. While the District Co llectors of 
Pudukottai and Nagapattinam stated that necessary orders were issued in 
March 2004 and May 2004 respectively, none o f the other districts too k 
required action in this regard. Non- fix ing of jurisdiction could result in 
omission o f some areas from inspection. 

Source : Workshop sponsored by UNlCEF during 2003. 
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3.2.14 Section 9 of the Act stipulated that every occupier in relation to 
an establishment which employs or permits any child to work should, within a 
period o f 30 days send to the Inspector, within whose local limits the 
establishment is situated, various particulars including the name and add ress 
o f the establisruncnt and the nature of the occupation or process carried out. 
However, in all the ten sample districts4 no such particulars were received 
tho ugh there were 467 1 I child labourers in these districts as recorded by SSA 
survey of 2003 . As in a ll the ten district s, local limits o r the inspectors have 
not been defined by the District Co llectors, this section of the Act remained 
unenforced. 

3.2. 15 According to Section 10 o f the Act , in case o f dispute regarding 
the age or any child , a certificate should be obtained from a prescribed medical 
authority. Audit scrutiny indicated that the main reason for acqu ittal in cases 
of employment or child labour was that the medica l certificates of age were 
based on the dental formu la which the courts were reluctant to accept. The 
courts desired age to be determined by X-ray tests which the Department 
found diflicult to furnish. 

3.2.16 I [ any child labour was found working in any shop or 
establishment, prosecution was launched invoking the prohibitory sections 
under the relevant Acts eg. Tamil Nadu Shops and Establishment Act, 1947, 
etc. Government in Labour and Employment Department also clarified 
(December 1999) that wherever these Acts apply, prosecution should be 
launched against employment of child labour. Perusal of connected records 
revealed that 1420 cases resulted in convictio n for vio lation and a fme of 
Rs 32.56 lakh was collected under vario us Acts during 1996-2004 (upto 
March 2004), as indicated below: 

Tamil Nadu Shops and 904082 3778 20L6 143 866 1.08 
Establi shment Act. 1948 

Tamil Nadu Catering 158267 2280 1255 103 538 0.55 
Establ ishments Act, 1958 

Factories Act, 1948 1675 16 725 826 123 16 30.93 

Total · :Cfi.fa~29s6s 36.9 "\420 :ti.so '· .. 

Year-wise break-up details arc furnished in Appendix XXlll. Perusal of 
details revealed that vio lations no ticed were on the increasing trend since 
2002, indicating that the existing system is grossly inadequate in elimination 
and prohibition of child labour. 

3.2.17 According to Section 14 of the Act, whoever employs any child 
or permits any child to work in contravention of the provisions of Section 3 
shall be punishable with imprisonment for a term ranging from three months 
to one year or with fine which shall not be less than Rs 10000 but may extend 
to Rs 20000 or with both. In addition there arc penal provisions arising from 
failure to notify Inspector, maintain the required register etc. 

4 Chcnnai, Coimbatore, Dharmapuri, Erode, Kanchcepuram, Namakkal, Salem, 
Th iruvallur, Yellore and Virudhunagar. 

60 



• 

/ 

Cases filed against 
violations/non­
compliance with 
provisions of the Act 

Action Plan for 
elimination of child 
labour by 2007 

Conducting of joint 
raids by district level 
prevention squad 

Chaprer III - Per/or111ance Rei•iew:; 

3.2.18 Connected records revealed that 604107 establishments were 
inspected under the Act by both the Labour and Factories Departments and 
violations were noticed in 7803 cases. Of the 7435 cases filed for such 
v iolations, 586 cases resulted in conviction and Rs I 0.66 lakh were co llected 
as rme. Y car-wise break-up details regarding the cases filed and disposed arc 
furnished in Appendix XX IV. 

3.2.19 An unusua l feature of the data exhibited in Appendices XXJll 
and XXIV is that no violation regarding child labour was noticed in 2001 in 
any of the four Acts though the inspections carried out during this year were o f 
the same order as in the years preceding or succeeding it. As the violations 
noticed during 1999, 2000, 2002 and 2003 were 6975, 224, 860 and 4168 
respectively, the absence of any violation noticed during the year 2001 appears 
incredible. Reply of the COL regarding the anomalous figures o f this year is 
awaited. Further, the fact that 6754 violations under the Child Labour Act 
were noticed during 1999 while in no other year this number exceeded 400 
indicates that there was laxity in enforcement during other years. 

3.2.20 Government approved an action plan in May 2003 for the 
elimination of child labour in hazardous occupations by 2005 and in all non­
hazardous occupations by 2007. The strategies planned to achieve the goals 
were (a) surveying and identifying working children, (b) rescuing child 
workers and admitting them in special schools and ma instreaming them into 
formal schools, (c) conducting special drives to enro l all children in the age 
group five to seven years, (d) strengthening formal education, (e) providing 
skill training to children in age group 14 to 16 years, (f) enforcing strictly laws 
prohibiting child labour, (g) targeting implementation of development 
schemes to benefit famjlics of rescued child labo ur and (h) achieving 
convergence of services of departments and NGOs. Government proposed the 
implementation of this action plan through NCLPs in nine project districts and 
through other District 's Child Labour rehabilitation-cum-welfare societies and 
at State level through State Child Labour Rehabilitation-cum-Welfare Society. 

3.2.21 However, as discussed in the preceeding paragraphs, (i) the fact 
that a majority or the detected cases went without conviction and even most or 
·the convicted cases were penalised with fines only, ( ii) absence of reliable data 
on the number of child labour prevalent in the State and (iii) existing 
infirmities in the Act and non-enforcement of prohibition of child labour in the 
unorganised sector indicate that the objective of eliminating child labour by 
2007 would be difficult. 

Enforcement machinery 

3.2.22 Though the Act was passed in 1986 and the rules framed in 
1988, a separate manual for enforcement officials on child labour was 
prepared by the Labour Department belatedly in 2003 . 

3.2.23 Between June and December 2003, 53 joint raids were 
conducted by District Level Prevention squad comprising Inspectors of 
Labour, Factories and Plantations, volunteers from NGOs and C ivil Assistant 
Surgeon· during which 412 child labourers were identified. However, only 70 
of these children were rehabilitated. This indicated poor follow-up by the 
enforcement machinery. In ten districts test checked special squads identified 
168 child labourers between January and March 2004 of whom only 95 were 
rehabilitated (June 2004). · 
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3.2.24 Some of the majo r difficulties faced during enforcement as 
ident ified by the Labour Department (June 2003) were ( i) non-cooperat ion 
from parents and owners of shops/establishments, (ii) lack of 
coordination/convergence bet ween departments during enfo rcement and for 
rehabilitation, (i ii) slow processing of cases in courts, (iv) unwillingness or 
some of the rescued child labourers to study in schools and (v) difftculty in 
co llecting documentary evidence. Government needs to address these 
problems efTectively if the objective of elin1ination of child labour in all 
sectors by 2007 is to be realised. 

Rehabilitation through National Child Labour Project 

3.2.25 National Child Labour Projects (NCLPs) are being 
implemented in the State in nine districts5 for rehabilitating the child labou rers 
identified. The main components of these projects are survey fo r identificat ion 
of ch ild labour, awareness campaigns, running o r special schoo ls for imparting 
non- fo rmal education and mainstream.ing or special schoo l children to fo rmal 
schools etc. The ent ire funding of NCLP is provided by the Ministry o f 
Labour, GOI which releases the earmarked funds to the Project Societies and 
NGOs concerned directly. Special schools ~re run by the Project Societies in 
three Project districts viz. Yellore, Salem and Dharmapuri and in other NCLP 
districts by NGOs and Project Societies. A monthly stipend o f Rs I 00 per 
child is also sanctioned under the Project. 

3.2.26 The special schools under NCLP have two academ.ic instructors 
and one vocational instructor. 466 special schools were functioning in the 
State and 19958 children were studying as of March 2004. Upto March 2004, 
22254 children were reported to have been mainstreamed into formal schools 
in the State from the time of commencement of NCLP Projects. A review of 
the working of the Project Societies in sample districts and the Special schoo ls 
functioning under them revealed problems such as inaccurate reporting, vacant 
posts of vocational instructors, closure of schools and non-follow up of 
mainstreamed children as detailed in the succeeding paragraphs. 

3.2.27 During 1999-2004, the tota l number of children mainstreamed 
as reported by the Project Directors was 15148. However, acco rding to the 
details gathered by Audit from the special schools the number of 
mainstreamed chi ldren was 135 18 only. There was thus an excess reporting o f 
1630 children. 

3.2.28 During the same period, the number of students who had 
discontinued their studies in special schools (dropouts) as furn ished by the 
Project Directors to Audit was 9454. However, an independent verification of 
the schools' records by Audit revealed that the number o f dropouts was 17145. 

3.2.29 In Sa lem, out of 40 schools functioning, the post of vocational 
instructors was vacant in 14 schools, out of wh ich in five schools the vacancy 
was for more than fi ve years. 23 schoo ls were closed without iniparting any • 
vocational training since the posts were not filled up . In 29 schools 
funct io ning in Dharmapuri District the posts of vocational instructors were 
vacant for periods ranging from one year to seven years. The Project 
Directors concerned attributed these vacancies to (a) non-posting of instructors 

~Coimbatore, Dharmapuri, Pud ukotta i. Salem, T iruchir'appalli , Tirunelveli, 
ThoothukLJdi, Virudh unagar and Vcllorc 
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due to poor student strength and (b) non-availability of suitable candidate in 
the locality. 

3.2.30 In the test-checked districts, bet ween 1999 and 2004 (March 
2004), 387 schoo ls6 were closed. Of this, I 03 schools functioned for less than 
six months, 44 schools for less than a year, 29 schools for less than two years 
and 50 schools for less than three years. 161 schools functioned for more than 
three years. The Project Directors stated that the schools were closed mainly 
due to migration of parents of the child labourers. This clearly indicates that 
convergence of various schemes for poverty alleviation to enable steady 
income of labourers in a place to check their seasonal migration has not 
occurred. 

3.2.31 As against the 165379 child labourers identified in four districts 
(Dharmapuri, Salem, Tirunclveli and Vellore) in the survey in 1996, the 
special schools of the four districts could enrol 2772 1 children only 
( 17 per cent) up to March 2004. In all, 449 NCLP schools were run in these 
districts upto March 2004 which according to norms had an optin1Um capacity 
of 18000 children only. The Department decided (February 2004) to reduce 
the number of schools in Pudukottai to 50 per cent so that the resultant savings 
could be utilised for opening more schools in Dharmapuri District. Sin1ilar 
relocation of projects to cover all the 17 districts which reported more than 
1000 child labourers is under consideration (September 2004). 

3.2.32 As per reports of the Conm1issionerate of Labour, 22254 
children were mainstreamed into formal schools in the State till March 2004. 
In the six NCLP districts 7 test-checked, records did not indicate that the 
Project Directors had ascertained the continuance of studies of the children 
mainstreamed. The Project itself did not contemplate such monitoring, paving 
the way for the dropout children relapsing into child labour. As the number of 
children who continued their education could not be correctly ascertained, the 
inlpact of the Projects could not be assessed. As a test check, in Salem 
District, the Head Masters of 130 formal schoo ls were requested to confirm 
the continuance of around 2000 mainstreamed children in their schools. 55 
schools reported that 268 children did not join the schools and 114 chi ldren 
did not continue their studies. This reveals that the data fi.irnished by the 
NCLP schools was not reliable. 

3.2.33 The manual for inlplementation of NCLPs issued by GOI was 
silent about minin1Um attendance necessary for disbursing stipends of Rs I 00 
per month to children. Thus, the minin1Um required attendance varied from 80 
per cem in Salem District to 60 per cem in Dharmapuri District. In Pudukottai 
District, 50 per cent of attendance was insisted upto 2002-03 and from 2003-
04, it was raised to 60 per cent. Children with attendance ranging from 25 to 
59 per cent were paid half of the stipend. In Virudhunagar District fo r 
attending 21 days in a month, full stipend was released and for attendance less 
than 21 days, only half of the stipend was paid . 

Though stipend was to be disbursed every month, in Dharmapuri District, 
stipend was disbursed to the special school children on quarterly basis, 
through Post Oftice Savings Account I Bank Account. It was also noticed that 
in nine schools of Thoothukudi District stipend was disbursed afler a delay of 

6 · Upto 1999: 134; 1999: 7 1; 2000: 78; 200 I :39; 2002: :;22 and 2003: 43. 
Coimbatore, Dharmapuri, Salem, Tirnnclv£1i, Vellorc and Yirudhunagar. 
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one to 20 months and in one school (c losed in November 200 I) the stipend 
was not disbursed for the entire period of seven months (as of March 2004). 

3.2.34 Main reason fo r adopt ion of diflc rent criteria fo r disbursing 
incent ive was the absence o r specific guidelines. However, as per revised 
guidelines issued by GO I (December 2003), monthly stipend is to be disbursed 
only aller the child is successfully mainstreamed. 

3.2.35 Jn Dharmapuri, Tirunelve li and Yirudhunagar, the information 
gathered from 309 schoo ls revealed that (a) drinking water was not available 
in 15 schools, (b) toilet faci lit ies were not prov ided in 140 schools, (c) 
furn iture for teachers was not available in 24 schoo ls and (d) 164 schools 
functioned without running water. Thus, children were not provided with 
environment conducive fo r educat ion. Efforts have to be taken for dovetailing 
the existing sinlilar schemes in School Education and Rural Development 
Departments to fill such gaps in infrastructure. 

3.2.36 Despite Government's order of October 2000 free uniforms 
were not provided to the special school children (February 2004). This non­
compliance is attributable to lack of coordination between three departments 
viz .. Educat ion, Social Welfare and Labour. 

Elimination of child labour in Chennai slums 

3.2.37 With a view to eliminate child labour in slums of Chennai city, 
State Government nominated Tamii Nadu Sium Clearance Board (TNSCB) as 
nodal agency to conduct a "Child Labour Rehabilitation Project" and 
sanctioned (March 1996) Rs one crore as grant for this purpose. Details of 
uti lisation of grant by TNSCB along with the physical targets and 
achievements are given in Appendix XXY. The activities which were planned 
to be completed by December 1998, were continued till March 2002. Out of 
the grant or Rs one crore, Rs 96.65 lakh was spent during 1997-2002. A 
review of the implementat ion or the scheme revealed poor enrolment of 
identified child labour in schools and non- fo llow up of mainstreamed children 
as detailed in the succeeding paragraphs. 

3.2.38 Two main activities were not taken up fo r implementation. 
' Income generation programme fo r mothers of child labourers' proposed at a 
cost of Rs 35 lakh was not taken up, as TNSCB decided (May 1999) that by 
sheer motivat ion and counselling it was possible to bring the desired number 
o f child labourers fo r education in transit schools8

. Secondly, 'Construction/ 
reconstruction and upgradation of shelter homes for 1000 children' proposed 
at a cost of Rs I 5 lakh was not taken up due to the apprehension of TNSCB 
that such homes would become a liability once the project was closed aller the 
complet ion of the project. The resultant savings were used for augmenting 
(a) Transit schools and Child Development Activities and (b) Support to 
NG Os. 

3.2.39 The household survey conducted by TNSCB, covering all the 
slums in Chennai city had identified 13057 child labourers living in I 0596 
slum households as of March 1997 of which I 0699 were in the age group of 
I 1-14. As per the report of TNSCB, out of 13057 only 6050 children 
( 46 per cent) were admitted to transit schools. The short fa ll in enrolment was 

T ransit school has been defined as a preparatory school for ch ild labourers where 
they can be trained and motivated for a year before enrolment with a regula r school. 
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attributed to (a) children's disinterest in formal education due to economic 
independence in the early age, (b) the dependence of the family on the income 
of the child and (c) the parents' apathy towards childrens' education. 

3.2.40 Percentage of children enro lled against the identified child 
labourers in each o f the ten zones of the Corporation of Chennai ranged 
between 33 and JOO. Only two Zones (Zones Y and Yll ) had the percentage 
of enrolment above 60. In two Zones (Zones I and 111) which had been 
identified w ith high child labourers, the percentage o r enrolment was poor at 
36 and 38 respectively. 

3.2.41 Scrut iny of records revealed that during 1997-2002, 4713 
children (78 per cent of the enro lled and 36 per cent o[ the identified) were 
mainstreamed into formal schools; the balance 1337 ch ildren did not cont inue 
their studies till the end of academic year. As TNSC B did not follow-up 
further education of such mainstreamed children, the education level o r such 
children could not be assessed to ensure the in1pact of the programme. Proper 
fo llow-up o[ such children for atleasl three years wou ld be necessary fo r 
assessing in1pact. 

3.2.42 TNSCB stated that the following constraints and problems were 
faced in the implementation of the project: 

,_ Regular corporation schoo ls with meagre amenities are not attractive 
enough to retain the children admitted from transit schools 

-,. Most of the occupations carried out by children among slum 
population in Chennai city are classified as non-hazardous and hence could 
not be strictly covered under the existing laws 

Inadequate legal actions against the employers of child labourers. 

The above constraints have not been adequately addressed by the State 
Government. 

Implementation of Supreme Court Judgement 

3.2.43 The Supreme Court, with a view to w ithdraw the children , 
working in hazardous occupations and regulate the working conditions of the 
children in non-hazardous occupations, directed in their judgement (December 
1996) that a survey of child labour be conducted and that .compensation of 
Rs 20000 per child be collected from the employer and the child be withdrawn 
from the occupation. The State Government was to contribute 
Rs 5000 per child if it was not able to provide a job to one adu lt member of the 
family of the child. Interest accrned on the invested corpus sho uld be utilised 
towards education of the children concerned. 

3.2.44 A survey was accordingly conducted in April 1997 and 9493 
children9 in 20 districts were identified as working in hazardous occupations 
and 8828 children in non-hazardous occupations in 27 districts. Government 
constituted (March 1997 and October 1997) a State Child Labour 
Rehabilitation-cum-Welfare Fund (SCLRW) and District Child Labour 
Rehabilitation-cum-Welfare Fund (DCLR W) in each of the 20 districts 

9 This was later revised as 8970 following re-categorisation of occupation as hazardous 
and non-hazardous during January 1999. 
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wherein child labourers in hazardous occupations were identified. 
Government sanctioned Rs 4. 75 crore for the State Fund as its contribution for 
9493 children and credited it to the deposit head in March 1999. 

3.2.45 Out of Rs 4 .75 crore, only Rs 7.85 lakh (two per cent) were 
released to the District Fund or six districts10 fo r 157 children. However, the 
employers' compensation of Rs 1.60 lakh was collected only for eight children 
in four districts and transferred to the District Funds. For the remaining 9485 
children, employers' contribution to the tune or Rs 18.97 crore was due but 
remained uncollected. 

3.2.46 The non-collection of the employers' compensation was mainly 
attributed to (a) employers denying the age of children, as reflected in the legal 
notices issued, (b) employers claiming that the children identified in the 
survey were not actua lly workers and (c) compensation amount of Rs 20000 
per child could be collected only aflcr conviction by criminal courts, which 
was tin1e consuming. 

3.2.47 Audit scrutiny revealed that (i) Government did not make any 
efforts to fmd employment for an adult member of the family to which the 
child labourer belonged, (ii) only the District Collectors of Pudukottai and 
Tiruchirappalli utilised interest from the investments made out of State 
contribution for educating one child and eight children respectively. Jn other 
cases the same was not utilised due to facto rs such as children dropping out of 
schools and lack of information on the whereabouts of the children and 
(iii) other than nine children, no child labourers were released from hazardous 
occupations. 

3.2.48 Goverrm1ent accepted these facts and stated (April 2003) that as 
the child labourers in the survey conducted in April 1997 might have crossed 
the age of 14 years by this tin1e and most of the children could not be located 
and withdrawn from employment, the amount of Rs 4.67 crore lying in 
Personal Deposit (PD) Account in the name of State Fund was withdrawn and 
credited to Government account. Thus, the failure of the State Goverrm1ent in 
in1plementing the directions of Supreme Court resulted in non-utilisation of 
Rs 4.67 crore released for the rehabilitation of identified child labourers in 
hazardous occupations. 

lmplementati~n of an International Programme 

3.2.49 An International Programme on Elin1ination of Child Labour 
(IPEC) in Tiruppur region of Coin1batore District and Sivakasi region of 
Virudhunagar District was in1plemented by the International Labour 
Organisation (ILO) from February 2000 to June 2003. The major ain1 of the 
project was to elin1inate child labour in the hazardous hosiery and power loom 
industries of Tiruppur region and match-work and fue-work industri.es of 
Sivakasi region. The programme was in1plemented through NCLP societies of 
those districts. 

10 
. . 

Chennai: l , Madurai :4, Pudukottai: I, Tiruchirappalli: 112, Yirudhunagar:37 and 
Thoothukudi:2. · 
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3.2.50 Audit scrutiny of the records or ILO-l PEC, Tiruppur revealed 
that 4962 children were enro lled in special schools during the project period 
out or which 166 1 children dropped out in the middle due to migration and 
2 128 children only could be mainstreamed. The balance 1173 children who 
stayed in the special schools till their closure did not get mainstreamed. Out 
o r 2128 children mainstreamed, 958 were stated to be continuing the ir 
education in fo rmal schools, 213 were dropouts and info rmat ion was not made 
available in respect or 957 students. The evaluation report or the project 
att ributed this to (i) migration and (ii) disinterest in educat ion. As ind icated 
earlier (paragraph 3.2.30) convergence o r various schemes fo r poverty 
allev iat ion could check seasonal migration. 

Monitoring 

3.2.51 The fo llowing committees were functio ning fo r monitoring 
implementation of the Act in the State. 

.. Rem.arks Natm::e of conunitt¢e. 
· .. :....... .. ... .. , .... -:.<·:·::· 

State Level Advisory 
Board on Child Labour 

State A uthority on 
Eliminatio n of C hi ld 
Labour 

State Monitoring 
Committee 

formed in 1995. Headed by 
Min ister of Labour with 
representa ti ves from a ll 
departments concerned . 
Chief Inspector of Factorics 
is the con venor. 

Formed in 1995. Chaired by 
C hief Secretary · with 
representatives from a ll 
concerned departments. 

Formed in 1999. Chaired by 
Princ ipal Secretary, Labour 
and Employment Department 
for monitoring progress of 
NCLPs. 

T he Board met on six 
occasions during 1995-2000. 

T he Committee met once 111 

1999 and once in 2003. 

The commi ttee is required to 
meet twice a year: it met on ly 
once a year in 2003 and 2004. 

3.2.52 Minutes of the Meetings of all these Committees did not 
indicate any steps suggested to identify the bottlenecks and bridge the gap 
between the total number of child labourers identified in surveys and those 
actually mainstreamed. 

Conclusions 

3.2.53 Rehabilitation of child labourers gained momentum only afier 
the approval of the Action Plan by State Government in May 2003. However, 
the pace of progress indicates that the target of elin1ination of child labour by 
2007 is unlikely to be achieved. 

Recommendations 

)> Accurate database on number of children working in different sectors 
should be created. · • 
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r State Govcrnn1cnt should pursue with GOI to n1akc a suitable 
provision in Contract Labour Act, 1970 prohibiting child labour, 

, Existing enforcement machinery should be geared up for prohibit ing 
employment of child labour in unorganised sector . 

, A system should be evolved by State Government for fol lowing up the 
mainstreamed children as mere enrolment i11 a formal school is only the 
beginning rather than the end of a meaningfUI luture for the child. 

The above points were referred to Government in August 2004. The reply of 
Government in the Labour and Employment Department (December 2004) 
was not specific or complete on many vital issues such as 

,. action taken for alleviating the infirmities in various Acts 

, action taken to define specific jurisdiction among various "Inspectors" 

~ steps taken for elimination of child labour in family act ivities 

~ rehabilitation of identified child labour and 

,. explanations on differences in child labour data reported under various 
surveys. 

Reply to a rejoinder issued in January 2005 is awaited. Moreover no replies 
were received from (a) School Education Department and (b) Housing and 
Urban Development Department and (c) Tamil Nadu Slum Clearance Board. 
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BACKWARD CLASSES, MOST BACKWARD CLASSES 
AND MINORITIES WELFARE DEPARTMENT 

3.3 Integrated Audit of Backward Classes, .Most Backward 
Classes and Minorities Welfare Department 

Higlzliglzts 

A rel1iew of tlze ji111ctio11illg of tlze Department revect!ed (a) belated payment 
of pre-11wtric/post-111atric sclzolarships. (b) 11011-supply of special guides at 
tlz e beginning of each year, (c) sltort supplylnon-.rnpply of textbooks to 
eligible st11de111s, (d) delayed allotment offtmds under tlte incentive scheme 
to girl st11de11ts res11ltillg ill belated distribution, (e) absence of feedback 
regarding emp/oymellf sec11red by trainees of heavy velticle driving course 
and (j) negligible 9onstructio11 of lto11ses by beneficiaries of free house 
'pattas '. 

y Inaccurate. estimation resulted Jn variation of actual expenditure 
vis-a-vis provision voted by Legislature ranging up to 75 per cent under 
various schemes fofscholarships. · 

(Paragraph 3.3.8) 

)'- Addition of project _period interest with the estimated cost 
calculat~d for raising lo~ns Jor ~gn~truc~Jng h()s~els r~su.Jt~d i.n addi.tionaJ 

·. l1'ab· 1'J1' ty'· .o'. t'. 1·_,s· 2.~(• c·r· ·or-~ ·a· s 1'11· te.r'e.,s .. t '.:::::.- · :-::--:- -:,.,,. ·- ... :,,,:,,,:,,,,.,,-. ···· · · ···· ._ ... · · '- ·· ~ U .7 ·.-.. :.:~ .. ~:;:;;;:;;:;;;;:::::::;:: · '.\;.: :;_:/ ; . ·(_i:~~~:~@\:~:·· ' '.' :'.:.. · :.:;::::{:):f~.::~:·:;:,:. 

(Paragraph 3.3.14) 

}- Schemes with high emphasis on education- of the Backward 
Classes/Most Backward Classes/D~notified. Communities suffered dlle to 
belated disbursement of (a) scholarship -. of Rs 1L96_ crore and (b) 
incentjves of Rs 12 crore to rural girls. · 

(Paragraphs 3.3.18 and 3.3.29) 

~ ·Data oii fr~iiie~s who seciired ~rilpJ6yh1el1t was riot i1scett~in~d 
though 5515 'vere trfiined in heavy vehicles driving during J.996..,200:0 at a 
cost of Rs 7.89 croie. This led to non-continuance of the scheme after 
200 l-02j Rupe~s 64 Jakh were not got ~e.funded 'from Jnstitute of.Jload 
Jransport. .. ::: .:: . ., .. , ,, ,,:/,, ,,, .H:,; : · .-,,_-_._. __ , .. , .. :_;:;, .{·.,. '"'' '.: /{. ,,, 

(Paragraphs 3.3.41 and 3.3.43) 

> Qu'ring 198k2004, · l.93 • Jakh 'paitas' for . ]~,()use , s.U~~ :·::-\vere 

~~~t:~~~~{ is~f f 6hgi~ft,f/~~~~~N~~rl.l~;~~J~idi~(e~\~~i:ffi16~-:-~ii~~~l~:.-.,,~t, 
.distribu~joh//:: Furtlj.~r; .. , 4176 "J>I(Jtf acqui:ie4 '. at -·-·a cost J~f:Rs ''' 84~7:§ ;fa.kb 
remained Undisfribt!ted in 16 districts as of ApriJ 2004. >Only in December 
2001 did Government decide to provide infrastructure facilities _in. the 
areas of free ' pattas'. , · ·· · \,. · 

(Paragraphs 3.3.53, 3.3.56 and 3.3.58) 
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?: , . .The aclnl,jnisffative s(ructufe Of the :D.epati nient fro111G()\1~n~went. 
t~ . th~ gra§S fOOt ·level h a s .t nbt1ilt . inC())lSjstendes that req1dre· to b¢ 
addressed. : {: :: . . . . . . 

(Paragraphs 3.3.63 to 3.3.65) 

Introduction 

3.3. 1 Backward classes and Other Backward classes (OBC) comprise 
castes and communities listed in the Report or the Manda! Commission and in 
the list o r State Government. Community-w ise population figures as o f 1985 
in Tam il Nadu were reported by Amba Sankar Backward Class Commission 
which estimated the population or Backward Classes ( BCs)/Most Backward 
Classes (MBCs) and Denotilied Communities (DNCs). Thcrea1ler the 
populat ion or these communities has been projected fro m time to time. The 
projected populatio n or these communities in Tamil Nadu as per census 200 I 
(provisional) was 67 per cem or the to tal populat ion o r 6.21 crorc of the State 
i.e. 4. 16 crore1

• 

Objectives of the Department 

3.3.2 Educat ional and economic backwardness were identified by 
Government as the root causes for the overall backwardness of these people. 
Hence, Government al lotted major chunk or funds for 

>- the implementation of educational programmes through provision or 
scho larships, text books, guides, uniforms, incentives to girl st udents etc., 

>- imparting ski ll training for economic deve lopment and 

schemes on housing activities. 

Organisationa l set up 

3.3.3 Policy matters regarding the welfare of BC/MBC/DNCs are 
looked aJler by the Secretary, Backward C lasses, Most Backward Classes and 
Minorities Welfare Department. The Director of Backward Classes and 
M inorities Welfare (DBC & MW) and the Special Commissioner of Most 
Backward Classes and Dcnotified Communities (CMBC & DNC) arc 
responsible for in1p lementing and ·monitoring the schemes intended for BCs 
and MBC/ DNCs respectively at State leve l. At the district leve l, all schemes 
or the two Directorates arc implemented through District Backward Classes 
and Minorities Welfare Officers (DBC & MWOs), functioning under the 
control of respective District Co Uectors. Schemes intended Jo r the welfare of 
the Pirama lai Kallar community in Madurai, T heni and Dindigu l Districts are 
implemented through the Special Deputy Collector (Kallar Reclamation) 
(SOC/ KR) headquartered at Madurai. 

3.3.4 Tamil Nadu Backward C lasses Economic Deve lopment 
Corporation (T ABCEDCO) and Tamil Nadu Minorities Economic 
Development Corporation (T AMCO) are functioning in the State fo r the 
economic development of BC/MBC/DNCs and minority communities since 
1982 and 1999 respectively. 

Backward Classes: 2.87 cror.:, Most Backward Classes: 1.08 crore and Denqtificd 
Communities: 0.2 1 crorc. 
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Audit objective 

3.3.5 The objective of assessment in audit was 

, to examine the adequacy of fi_nancial management and control ; 
;... to sec the effect iveness of various schemes implemented for the benefit 
or the community under sectors such as education and housing and 

, lo examine the implementation of various programmes launched by 
Government fo r the economic development or the community with a view to 
assess the impact. 

Audit coverage 

3.3.6 Reco rds relat ing to various schemes implemented during the 
period 2001-04 were test checked bet ween February and June 2004 in the 
Secretariat, Directorate of BC & MW, Commissioncrate of MBCs and DNCs, 
Ollicc or the Chief Engineer (Buildings), Public Works Department (PWD) 
and the Ofliccs of DBC & MWOs of six districts2

. Besides, particulars were 
also obtained from T ABCEDCO and T AMCO and Divisional o ffices of PWD 
in the above districts. Important points noticed during the review arc discussed 
in the succeeding paragraphs. 

Financial Management and Control 

3.3.7 Total resources that were available to the Department through 
Final Modified Appropriation and expenditure incurred against such provision 
under Non-plan and Plan schemes during 200 l-04 were as tabulated below: 

200 1-02 

2002-03 

2003-043 

Revenue Expen(liture 

:.:· p J~ p .'_':' .E }· .. 

65.02 64.87 55.86 55.47 

66.77 66.51 53.24 53.43 

48.76 47. 57 122.89 119.90 

:.· . 

(Rupees in crore) 

CapifaL£x:pendifore 
Total 

No.n Plan . 
.P . ··. '.E°' p · ·E ···'· 

0.38 0.38 4.29 4.26 125.55 124.98 

8.60 8.71 128.61 128.65 

4 .01 4.0 1 175.66 17 1.48 

P: Provision through original and supplementary esti mates voted by Legisla ture and funds 
made avai lable th rough Final Mod ified Appropriation; E: Expend iture 

Though the overall position revealed utilisation or resources fully as above, 
shortcomings such as excessive/inadequate budget provision, irregular 
ut ilisation of grants from Government of India (GOl) and ofT-budgct 
borrowings were noticed by Audit in the budgetary process adopted and 
expenditure contro l as discussed below. 

Chcnnai, Coimbatore, Madurai, Sa lem, Thanjavur and Vellorc. 
T he decrease under Non-plan schemes during 2003-04 was mainly d ue to 
reclassification of scheme heads for construction of Hostels for BC, MBCs, payment 
of scholarshi ps from Non-plan to plan. T he increase in expenditure under Plan 
schemes was mainly due to additional expend iture on ln~entive Scheme for rura l gi rl 
s tudents (Rs l l. 93 crore): Free education to MBCs/BCs doing B.A., B.Sc., etc. 
courses (Rs 14.16 crorc): Free Education to BC studen ts for polytechnics (Rs I :62· 
crore): and Implementation of Centrally sponsored schemes for post matric 
scholarship to OBCs (Rs 3.52 crore) . 
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Percentage of 
variation of actual 
expenditure with the 
Budget provision 
ranged between 18 
and 75 

Irregular utilisation 
of GOI grants 

Off-budget 
borrowing of 
Rs 19.98 crore by 
Government for 
construction of 
hostels 

A 11di1 Repor/ (Civil) for 1he year ended 31 March 2004 

Budgetary Process 

3.3.8 Budgetary rules stipulate that estimates should be made as 
accurately as possible to avoid huge surrender of funds and excess expenditure 
over provision. Scrutiny revealed that under the schemes for providing 
scholarships, variation or actual expenditure with the provision voted by 
Legislature ranged from 18 to 75 per cent as given in Appendix XXYI. 

3.3.9 Provision/withdrawal of funds through reappropriation at the 
year end proved excessive or inadequate as shown in Appendix XXYI. As 
early as in July 1982 (when Social Welfare Department was implementing the 
scholarship schemes) Government ordered that all applications for 
scholarships were to be received by September every year. The Director of 
BC and MW ordered (June 2002) that scholarships were to be disbursed latest 
by the end of October every year. Despite these orders, incorrect estimates or 
requirement .of funds even at the end of the year resulted in excess provision 
(ranging from Rs 0.38 lakh to Rs 64.09 lakh) and inadequate provision 
(ranging from Rs 12.72 lakh to Rs 61.59 lakh) under these schemes 
(Appendix XXVJ) . This indicated inadequate control over expenditure. 

Irregular utilisation of GOI grants 

3.3.10 GOI released (February 2003) Rs 2.40 crore to the Government 
of Tamil Nadu (GTN) towards its 50 per cent share of scholarship to 36000 
OBC students. Though GOI specifically stipulated that its share should not be 
utilised for supplementing ongoing State schemes, Government adjusted the 
entire grant towards the State schemes during 
2003-04. An incorrect Utilisation Certificate (UC) was furnished (June 2004) 
by CMBC & DNC to GOI assuring that all the conditions of the grant were 
duly fulfilled. 

Off-Budget borrowings, additional interest burden and irregular 
deduction of R & D charges 

3.3.11 Government proposed (July 2001) construction of 770 hostels 
that were functioning in rented buildings in a phased manner. During 2001-02 
construction of 114 hostels was taken up in Phase I at estin1ated cost or 
Rs 36.99 crore. Construction of another I 00 hostels was taken up during 2003-
04 at an estimated cost of Rs 31.50 crore in Phase IL 

3.3.12 Cost of construction was to be shared by Central and State 
Governments. The State share was to be met from MLACDS4 and loan from 
Housing and Urban Development Corporation (HUDCO). T ABCEDCO 
availed loan of Rs 27.22 crore from HUDCO for Phase 1 and drew Rs 19.98 
crore in three instalments between March 2002 and March 2003. The fourth 
instalment is yet to be drawn (May 2004). For the Phase II, Chief Engineer 
(Buildings)/Public Works Department (CE/PWD) obtained loan from 
HUDCO. 

3.3.13 The loan for the Phase I was obtained with Governn1ent 
guarantee and payment of interest and repayment of principal were also 
supported by budgetary provisions. The loan transactions were operated 
through Personal Deposit Account of T ABCEDCO and thus escaped being 

4 Member of Legislative Assembly Constituency Development Scheme. 
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liability of Rs 2.69 
crore. 

Deduction of Rs 7.20 
lakh toward s R& D 
charges by HUDCO 
not provided for in 
the agreement. 

Chapter Ill - Pe1for111ance Revie11:1· 

shown as borrowings of GTN. This resulted in understatement of 
Government's debt and liability position each year till repayment. 

3.3.14 The project is not for earning revenue. Against the requirement 
of Rs 24.07 crore (Phase I) and Rs 26.77 crore (Phase If), agreements were 
completed for loans or Rs 27.22 crorc (Phase I) and Rs 28.79 croTe (Phase II) 
with HUDCO. This was mainly due to addition of the interest accrued during 
project period for calculat ing the loan amount from HUDCO. Interest on loan 
availed by T ABCEDCO and PWD was Rs 2.17 crore and Rs I. 71 crore fo r the 
two phases. Addition or this accrued interest resulted in additional interest 
liability of Rs 2.69 crore (Rs 1.66 crore for Phase I loan and Rs 1.03 crore for 
Phase 11 ) to Government. 

3.3.1 5 For the Phase 11 , the loan was to be drawn in four instalments. 
While releasing the first instalment or Rs 6. 92 crore, drawn in December 
2003, HUDCO deducted Rs 7.20 lakh towards R & D charges @ 0.25 per cent 
or the loan though this was neither contemplated in the agreement nor in the 
sanction order of HUDCO. The CE, PWD had not responded to the Audit 
observations that the deduction by HUDCO was irregular. 

Programme Management 

3.3. l 6 Education, economic uplillment and housing are three 
important sectors fo r alleviating the conditions of BCs, MBCs and DNCs. 
Government accounts reflect the following expenditure in these sectors during 
the last three years viz. 200 1-04. 

Expendituff'Ori~ .. · ::·.· ' ,: .zoo.1.02 
Education 
Economic Upli ftment 
Housing 
Others 

104.51 
2.29 
3.77 
9.76 

(Rupees in crore) 

I 03.2'6 l 56.5 1 
2.32 ·1 .01 
6.06 1.1 0 
8.30 8.95 

. '.' i.\::. 119.94 ... ;:{:ft .. · l 67.51 

Audit scrutiny of selected schemes in the above sectors revealed (i) allotment 
of inadequate funds resulting in delay in . disbursement of scholarships/ 
incent ives to students, non-supply/short supply of text-books/ guides and 
(ii) distribution of house sites without adequate infrastructure facilities as 
discussed in the following paragraphs. 

Education 

Scholarship payments 

3.3.17 About Rs 44 crore were disbursed on scholarships annually to 
the eligible students during 200 1-04. However, non-allotment of sutlicient 
funds resulting in postponement of benefits and non-obtaining of 
Disbursement Certificates (DCs) indicating absence of evidence of actual 
disbursement to the beneficiaries were noticed as discussed below: 

Includes Non-plan and plan expenditure (except capital expenditure). 
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:\'on-allotment of 
sufficient funds 
during 2001-04 
resulted in 
postponement of 
scholarships to 
subsequent years 

Excess payment of 
scholarships 

Belated supply of 
special guides 

Short supply of text 
books 

A 11di1 Reporl (Civi/).for 1/ie year ended 31 March 2004 

3.3.18 Due to non-allotment of sufficient funds during the period 
200 1-04, scholarship c laims were kept in abeyance and paid in the subsequent 
years against those years' allotment. Arrears of Rs 11.96 crore in payment o f 
scholarships for 2002-03 was cleared only in 2003-04 but this led to pendcncy 
of claims fo r 2003-04. 

3.3.19 Test-check revealed that scholarship or Rs 1.20 crore for 2003-
04 was not paid in three districts6 as of May 2004 resulting in postponement of 
benefit to 20813 students . 

3.3.20 Though DCs which constitute proof or payment o r scholarship 
to students by Heads o r Institutions arc to be obtained w ithin two weeks or 
drawal of funds, they were not obtained by district oflicers. Test-check 
revealed that DCs were not obtained from 3 79 institutions in Chcnnai and 
Yellorc Districts in respect of scholarship of Rs 1.64 crorc disbursed during 
2000-04. 

3.3.21 Scrutiny of scholarship claims for 200 1-2003 admitted by the 
DBC & MWOs of two districts viz. Tiruvallur and Tiruvannamalai revealed 
that the specia l fees were reimbursed to the students at the rates ranging 
between Rs 26 and Rs 47 per student against Rs 23 .50 per student stipulated 
resulting in excess payment of Rs 3.93 lakh. 

3.3.22 Scrutiny in Tiruvallur7 
( 11 schools) and Ycllore8 (t hree 

co lleges) districts revealed payment of scholarship to students at rates higher 
than that stipulated9 resulting in excess payment of Rs 4.07 lakh during 200 1-
2003. 

Supply of text books and special guides 

3.3.23 With a view to improve the pass percentage in public 
examination, hostel students .belonging to BC/MBC/DNC of "Tenth Standard" 
and "Plus two" are supplied with special guides. Scrutiny of reco rds revealed 
that the guides for academic years 2001-02, 2002-03 and 2003-04 costing 
Rs 11 .65 lakh were supplied in February 2002, January 2003 and February 
2004 respectively with the result the students could not benefit in tin1e. Also, 
such belated supply is against the Government order for providing the guides 
at the beginning of the academic year. In one test-checked district (Madurai) 
shortage ranging between seven and 78 per cent was noticed in supply of 
special guides to hostel students. 

3.3.24 Text books are supplied to hostel students of BC/MBC 
communities studying in sixth to eighth standards. The indents for this supply 
were placed by DBC & MWOs based on previous years' supply. However, 
due to admission of more new students, the indented supply fell short. 
Records in Madurai District revealed that the short supply of text books during 

6 

8 

9 

Madurai, Thanjavur and Yellore. 

Between Rs 73 and Rs 302 per school student. 

Between Rs 7 15 and Rs 1300 per college student. 

Each eligible BC student of eleventh and twelfth standards was to be paid special 
fees/book money @ Rs 65 for non-science group and Rs 85 for science group per 
annum under Post-Matric scholarship; the BC students hailing from non-graduate 
families undergoing graduate course were also entitled to scholarship under Post­
~atric Scholarship Scheme @ Rs 120.50 or Rs 133.50 per annum as per the norms 
prescribed in State Scholarship notification. 
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Belated payment of 
incentives in violation 
of Government 
instructions 

Incentive to girls 
(third to sixth 
standards) not paid 
in time for want of 
funds during 2002-
03; delayed allotment 
during 2003-04 
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Chap1er ff! - Petfor111ance Reviews 

200 1- 04 to students of sixth, seventh and eighth standards ranged bet ween 54 
and 63 per cent (368 students), 44 and 53 per cent (305 students) and 12 and 
27 per cent ( 125 students) respectively. Out or 90 sets each conta ining six text 
books supplied to sixth standard students in Madurai District during 2003-04, 
only seven sets were complete and the remaining 83 sets did not have the 
mathematics book. 

3.3.25 In Vellore District during 2001-02 and 2002-03, 7 183 and 7585 
MSC students of ninth standard and 7475 and 4675 MSC students o f tenth 
standard respectively were not supplied with text books. The shortage was 
due to assessment of requirement based on ten per cenr addition to the 
supplies made during the previous year. 

3.3.26 Neither the district orrices placed additional indents nor the 
Directorate directed the district offices to submit additional indents to meet the 
shortage. As the hostel strength was pre-fixed and students' strength in each 
class was known by August each year, supplementary indents should be made 
before September each year to ensure that all the eligible students get text 
books. 

Incentive to girl students 

3.3.27 Government introduced (June 1999) a scheme of providing 
incentive to girl students belonging to MBC & DNC studying in third to sixth 
standards in Government/Government aided schools in village panchayats. 
The main aim of the scheme is to prevent dropouts among MBC/DNC girls. 
The scheme proposed to provide Rs 500 per annum to each student at Rs 50 
per month for ten months to 60000 girls (third to fifth standards) and Rs 1000 
per annum (Rs 100 per month for ten months) to 30000 girls (sixth standard) . 
Girls whose parental income is below Rs 25000 per annum are eligible for the 
incentive. The guidelines for implementing the scheme were issued in January 
2000. Scrutiny of claims relating to the scheme revealed the following. 

3.3.28 Though the Conmlissionerate of MBC & DNC instructed (June 
2001) that pending claims for incentives for 1999-200 I should not be paid out 
of the allotment made for 2001-02, the DBC & MWO, Madurai paid 
Rs 16.41 lakh during 2001-02 against the pending claims of 174 institutions 
relating to the year 2000-01. Payment of such pending clain1s did not help to 
prevent dropouts and deprived the fresh claims of current students (673 l) for 
the year 200 1-02 to that extent. 

3.3.29 During 2002-03, the scheme was not implemented for want of 
Government orders on procedural changes contemplated. Due to delayed 
allotment 10 of funds between June 2003 and February 2004, payment of 
incentive of Rs 12 crore was delayed (Rs six crore for more than a year for 
2002-03 and Rs six crore paid only at the end of the acadenlic year 2003-04) 
defeating the scheme's objective. 

3.3.30 Contrary to the Government stipulation of implementing the 
scheme in rural schools, incentive to the tune of Rs 3.90 lakh was paid to 554 

10 June 2003: Rs three crore, January 2004: Rs four ·crore and February 2004: Rs five 
crore. 
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Delay in supply of 
uniforms 

Audit Report (Ci1•i/) f or the) ear ended 31 March 2004 

girls studying in schoo ls situated in Town Pa-nchayat and Municipal areas or 
fi ve districts11

• 

3.3.31 Though the objective or the scheme was to eliminate dropout 
among girls of third to sixth standards, Government/ Department had not 
issued any instructions to district office:; to collect data regarding the position 
of dropouts in these standards among the targeted girl students. A review to be 
conducted aller three years as contemplated in the Government order or 
January 2000 had not been conducted so far (May 2004). 

3.3.32 Anomalies in the administrat ive structure or the department 
caused by absence of effective manpower dep loyment (as discussed in 
paragraphs 3.3 .63 to 3.3.65) contributed to the above review not being taken 
up. 

Supply of Uniforms 

3.3.33 Till 2002-03, two sets of stitched uniforms were supplied every 
year to students studying upto eighth standard in KR schools and to boarders 
of hostels for BCs, MBCs and DNCs studying upto tenth standard . Due to 
complaints received regarding unsuitable sizes of stitched uniforms, 
Government ordered (September 2003) that from 2003-04 polycotton cloth 
would be procured based on indents placed and District Offices would arrange 
the stitching of the uniforms. About 19 175 boarders of BC hostels, 20000 
boarders of MBC/DNC hostels and 45000 students of KR schoo ls were 
covered under the scheme during 2003-04. Results of review of the scheme 
are discussed below. 

3.3.34 For 2003-04, DBC & MW and CMBC & DNC placed their 
indents with the Director of Handlooms (DOH) in May and June 2003. Due to 
delay in Government's decision taken in September 2003 (when almost hair 
the academic year was over) and subsequent delay in receipt of cloth, 
distribut ion of uniforms to students (cost Rs 1.35 crore) was made belated ly in 
February 2004. 

3.3.35 Against the supplies for 2003-04, SOC (KR) informed (March 
2004) the CMBC & DNC that due to clerical error 90500 meters of khaki 
cloth and l 0500 meters or blue cloth were excess. The CMBC & DNC had to 
retain 33800 meters of Khaki cloth for adjusting the advance payment already 
made (75 per cent cost of total requirement calculated) . He returned the 
balance 56700 meters of khaki cloth and 10500 meters or blue cloth to the 
supplier. This resulted in procurement of khaki cloth worth Rs 14.50 lakh in 
advance of requirement. 

3.3.36 In Yellore District, cloth for uni forms was not supplied to nine 
out of 28 MBC (boys:6; girls:3) hostels resulting in deprival of benefits to 27 l 
students during 2003-04. • 

3.3.37 At the end of March 2003, cloth valuing Rs 0.7 1 lakh 
comprising 1818 meters of white cloth, 420 meters o f khaki cloth, 363 meters 
of blue cascruent and 205 mders of half-saree, were lying in stock in 

I I Coimbatore: Rs 2.04 lakh to 191 students, Salem: Rs 0.40 lakh to 60 students, 
Thanjavur: Rs 0.37 lakh to 79 students, Madurai : Rs 0.43 lakh to 86 s tudents and 
Vcllore: Rs 0.76 lakh to 148 students. 
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Co imbatore District; no fu rther detai ls regarding their ut ilisat ion were on 
reco rd. 

3.3.38 In Madurai District, un iforms were not given to 94 out or 150 
students du ring 200 1-02 and to 56 students during 2002-03 clue to shortage. 
During 2003-04, there was excess supply o r 162 sets o r sti tched unilorms. 

cvcrthelcss, 234 shirts and 25 1 pants were lying in stock with six wardens or 
BC hostels undistributed. 

Economic Development 

3.3.39 Empioymcnt oriented tra 111111gs such as Heavy Vehic le Driver 
training, automobile mechanic, plastic processing machine operators, leather 
goods manufacture, lab technician, High level computer training etc. were 
conducted mostly through Government institutions and wherever such 
institutions arc not avai lable, through recognised private institutions. Sta te 
Government incurred expenditure of Rs 12.36 crore towards various training 
programmes for BC/MBC/D Cs during 2000-2004. Important observations 
on some of the training programmes were as fo llows: 

Job Oriented Training Programmes 

3.3.40 Heavy Vehicles Driver Training (HVOT) was given through 
Institute of Road Transport, Chennai (!RT) and fu ll payment was made in 
advance. During 1996-200 I, 55 15 candidates were trained under HVDT at a 
cost of Rs 7.89 crore (paid towards course fee) as indicated below: 

.Period ··.· · T a r geted ·:; Funds advanced N u1iiber 
... ::;::;:~/· 
··::····: N umber for to lRT tr;li oed 

··=·· trnin.ing (Rs in lakh) 
1996-97 250 250 

1997-98 2000 191.58 1990 

1998-99 205 180 

1999-2000 12 3795 5%.96 3095 

T otal 788.54 5515 

3.3.41 Out of the unutilised amount available, IRT withheld Rs 64 
lakh towards arrears on account of enhancement of training fee by Rs 3200 in 
respect of 2000 trained candidates during 1997-98. However, Government 
rejected the claims of l RT and the Directorate o r BC & Minorities Welfare 
addressed (January 2002) IRT to refu nd the withJ1cld and unutilised amounts. 
IRT is yet (June 2004) to refu nd this amount of Rs 64 lakh along with the 
accrued interest. 

3.3.42 There was also a short fa ll in achievement under the number of 
candidates trained to the extent of 12 per cent (735 persons out of the targeted 
number of 6250) during 1996-2000. 

3.3.43 Before continuing the HYO training further, Government 
desired (November 2002) to know the effectiveness of the training and the 
number o f trainees placed in employment. Despite 55 15 candidates trained at 
a cost o f Rs 7.89 crore during 1996-2000, the actual number of trained 

12 O ut of 3640 sponsored for training, 3095 joined th e course; 434 did not join the 
course; 17 d id not complete the course; 53 candidates were rej ected and 58 were not 
adm itted . 

77 



Non-recove ry of 
amount spent on 
dropouts 

Investment of 
borrowed funds in 
short term deposits 

Audi! Repor/ (Civil; for 1he year ended 31 March 2004 

candidales who secured employment was no t compiled by the Directorate. 
Consequently, Government disconLinued the scheme. 

High Level Computer Training 

3.3.44 Government ordered (July 2000) tra1mng of 5000 BC/MBC/ 
DNC candidates in High Leve l Computer Training course during 2000-0 I and 
Electronics Corporation of Tamil Nadu (ELCOT) was nominated as nodal 
agency for Lraining. ELCOT was paid service charges at live per cent of the 
training fees. The Lraining was conducted through SSJ Limited, Chcnnai in 
two batches (February 200 I to February 2002 and May 200 I to May 2002) at 
a cost o f Rs 9700 per candidate. 

3.3.45 or the 4077 candidates enrolled, 3798 completed train ing and 
the remaining 279 (seven per cent) dropped out of the course midway. The 
total expenditure of Rs 4.04 crorc incurred towards this train ing also included 
expenditure of Rs 17 .65 la kh on dropped out candidates. Despite the 
department stipuiation that fees in respect of dropped out candidates would be 
recovered in full, even afler a lapse of two years from the date of completion 
of training, only Rs 0.24 lakh was recovered by ELCOT from fo ur candidates 
and the same was yet to be refunded to Government. Rupees 17.41 lakh were 
due to be recovered as o f June 2004. 

3.3.46 Desp ite expenditure of Rs 4.04 crore, Government did not 
obtain feedback on the number of candidates who obtained employment on the 
complet ion of the training. The benefit of the training was therefore not 
determined. " 

Role of Corporations 

3.3.47 T ABCEDCO and TAMCO were providing loans at low rates of 
interest to the targeted BC/MBC/DNCs and minorit ies groups for financially 
viable schemes by obtaining funds from the Nat ional Backward Classes 
Finance and Development Corporation (NBCFDC) and National Minorities 
Finance and Deve lopment Corporation (NMFDC). State Government's role 
was limited to providing share capital and extending guarantee to these 
corporations for obtain ing loans. The corporations could not reach out to the 
targeted beneficiaries due to non/poor in1plcmentation of the fo rmulated 
schemes. T ABCEDCO was booking profit by deploying fonds mobilised 
from national corporations in short term deposits and also had huge amounts 
uncollected which if ploughed back could have assisted beneficiaries as 
discussed in the succeeding paragraphs. 

3.3.48 Though huge funds were given by Government/National 
Corporations to TABCEDCO fo r welfare schemes it was investing huge Cunds 
in short term/long term deposits in financ ial institutions/nationalised banks 
and the interest accrued from such deposits mainly contributed to its pro lit , 
indicating the absence of concerted efforts fo r formulat ing and in1plemcnt ing 
schemes to utilise such borrowed funds for the welfare o f BC/MBC/DNCs. 
About Rs 29.69 crore was fou nd to have been invested and an interest of 
Rs 94.05 lakh was earned during 200 1-04. 

3.3.49 Government ordered fo rmation of Industrial Co-operative 
Societies for Muslim Youth in th.rec districts viz. Vellore, Coimbatore and 
T irunclveli and distribution of loan to 470 members of these societies. 
@ Rs 25000 each during 2002-03. The scheme sanctioned at a total q_utlay of 
Rs 1.17 crore had not been in1plcmented (April 2004) though the Direct.orate . 
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of Industries and Commerce and the District Collectors concerned had been 
requested (October 2003) to arrange the formation of Industrial Production 
Units/Common Service Centres by availing the services of NGOs/Trust/Other 
agencies and to help the beneficiaries to avail T AMCO loans through co­
operative banks. 

3.3.50 Government permitted (November 2002) T AMCO to obtain 
Rs 2.50 crore as financial assistance from NMFDC and loan it further to 1000 
Muslim youth @ Rs 25000 each during 2002-03 for self:-employment under 
"Entrepreneurs Development Programme" (EDP). Government also 
sanctioned Rs 3.85 lakh for imparting seven days EDP training to one 
thousand beneficiaries at the cost of Rs 385 per trainee. While 745 persons 
were trained at a cost of Rs 2.87 lakh, only 194 trained persons were provided 
with loan of Rs 63.59 lakh. T AMCO attributed the poor performance to the 
reluctance on the part of the co-operative banks who were to provide loan 
beyond the first Rs 25000 in participating in the schemes, due to Government 
insistence (August 1999) that the banks had to pay insta~11ents on the due 
dates irrespective of recoveries made from the existing beneficiaries. 
Government had not initiated any further action to overcome the impediment. 

3.3.51 The Demand, Collection and Balance (DCB) statement of 
T ABCEDCO also revealed that Rs 10.37 crore was pending recovery as of 
March 2004. This amount was due to be collected from Handloom 
Development Corporation, Co-operative banks, Fishermen Co-operatives, 
Fisherwomen Co-operatives, AA VIN 13 etc. The other major defaulters are 
ICS Auto Societies (Rs 2.36 crore), Co-operative Banks (Rs 2.22 crore), 
Handloom Development: Corporation (Rs 1.71 crore) and TAIC0 14 Bank 
(Rs 1.48 crore) . Timely collection wou ld enable the Corporation to assist more 
BC/MBCs through fresh loans. 

Free supply of sewing machines 

3.3.52 Government introduced (September 2001) in 2001-02 a scheme 
for free supply of sewing machines to 4000 persons belonging to 
BC/MBC/DNC. Audit scrutiny revealed 54 sewing machines were lying 
undistributed (for 12 to 24 months) in Madurai District, though 84 eligible 
persons were in the waiting list for delivery of machines as of March 2004. In 
two other districts 15 75 machines were lying undistributed for 12 to 24 months, 
as of March 2004. 

Housing 

Distribution of free house sites 

3.3.53 The deparlmenl is iniplementing a scheme of providing free 
sites for houses to BC/MBC/DNCs by acquiring private lands. During 1981-
82 to 2003-04 about Rs 62 crore were spent under this scheme and 1.93 lakh 
'pattas' were issued to the beneficiaries. Against this approxiniately 5000 
houses (three per cent) only were constructed in the State. 

I J 

14 

15 

Tamil Nadu Co-operative Milk Producers Federation. 

Tamil Nadu Industrial Co-operative Bank. 

Chennai (37) and Coimbatore (38). 
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3.3.54 CMBC & DNC had observed (August 2001) that (i) the DBC 
& MWOs did not maintain records of plots distributed and houses constructed 
thereon and (ii) the bene(iciaries had not utilised the free sites due lo lack of 
infrastructural facilities. 

3.3.55 In response to the instruction (December 2002) of the CMBC & 
DNC, seeking details of distribution or free site 'pattas' a·nd their utilisation, 
particulars were compiled and furnished only by 16 district o11icers; the 
remaining 12 district oflicers did not respond (June 2004 ). 

3.3.56 The reports of the 16 district 16 ollicers revealed that 4176 plots 
acquired during 1991-2003 at a cost of Rs 84. 76 lakh were lying undistributed 
in 11 districts. Test-check revealed that in Coimbatore District , 409 plots 
acquired during 1998-2002 (cost: Rs 15 . 14 lakh) remained undistributed as or 
April 2004, but the district officer did not report this to CMBC & DNC. The 
utilisation of only three per cent or the free sites indicated inadequate 
monitoring and direct ion by the Directorates. The reason for the non­
distribution in two districts was absence or conscientious efforts to identify 
beneficiaries (The Nilgiris) and litigation regarding distribution (Vellore). 

3.3.57 According to the norms of the scheme, the beneficiaries were 
required to construct houses within six months from the date of allotment 
failing which the 'pattas' would be cancelled. Records did not indicate if such 
cancellation had ever been invoked. A few such cancellations may have had 
an in1pact in getting the beneficiaries to start construction. 

Infrastructural facilities for housing 

3.3.58 Noting that paucity of funds and lack of infrastructural facility 
were the main reasons for the non-construction of houses by the beneficiaries, 
the Department decided (December 200 I) that further acquisition of lands may 
be stopped and instead infrastructural facilities such as roads, street lights, 
drinking water facilities etc., may be provided in the first phase. ln the second 
phase, it proposed to construct houses on behalf of the beneficiaries. 
Accordingly, expenditure of Rs 19. 77 crore was incurred for land acquisition 
and infrastructure till April 2004. Connected records in sample districts 
revealed the following: 

3.3.59 Government sanctioned Rs 33 .21 lakh for Madurai District in 
January 2002. DBC & MWO, Madurai released it belatedly to District Rural 
Development Agency, Madurai, in August 2002 who in turn distributed the 
funds belatedly in February 2003 to six Panchayat Unions for execution of 
works. Of this, only Rs 25 .84 lakh were utilisqd during 2002-2004. The 
shortfall in utilisation was due to non-provision of street lights in six 
habitations as Tamil Nadu Electricity Board refused to furnish estin1ates for 
the works citing non-payment of electricity charges by the Panchayats 
concerned. 

3.3.60 In Thanjavur District, land acquired at a cost of Rs 7.74 lakh 
was distributed to 62 beneficiaries belonging to different communities @ five 

16 Erode, Kanyakumari, Madurai , The Nilgiris, Perambalur, Pudukottai , Salem, 
Sivaganga, Thiruvarur, Thiruvannamalai, Tirunelveli , Theni, Thunjavur, 
Thoothukudi, Thiruvallur and Yellore. 
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cent per beneficiary under Samathu vapuram17 scheme. As the free 'patta'. 
scheme was fo r distribution of plots of three cents to each or the beneficiaries 
belonging to. BC/ MBC/DNC. distribut ion of bigger sized plots resulted in 
covering fewer beneficiaries. 

3.3.6 1 Even though the plo ts acquired during earl ier years were lying 
undistributed, 94.95 acres of lands costing Rs 2 1.49 lakh were acquired in two 
districts during 2002-04 as shown below: 

District 
' 

Lund \ ·· Period Cost Ntimb~r of Plots 
acquired (Rs in lakb 

j "urcbased DJstributed Undistribuced ' ( acres) 

Coim batore 13.08 March 2003 l 2. 55 391 25 1 140 

Madura i 81.87 2002-2004 8.94 667 172 495 

Total 94.95 21.49 1058 423 635 

Govern ment did not 
take decision on 
streamlining of staff 
deployment 

Other pending 
proposals on staff 

Thus, 635 plots acquired during 2002-2004 were rcmammg undistributed in 
the two districts. No construction of houses was taken up in the assigned plots. 

Manpower deployment 

3.3.62 Review of manpower deployment by the department revealed 
the fol lowing: 

3.3.63 Though two separate Directorates were functioning, one fo r 
BCs and Minorities and the other fo r MBCs and DNCs, there was only one 
oOice at district level looking aller the programmes of both the Directorates. 
The district office, in turn, was functioning under the contro l of the District 
Collector with stafT deployed fro m Revenue Department. The stafT in the 
district were subject to frequent transfers on being assigned works connected 
with election, drought relief etc., by District Collector. This contributed to 
delay in submission of required details to Directorates/Government and 
consequent delay in implementation of various programmes. Director BC and 
MW Department proposed (June 2003) to Government to bring the district 
o f1ices under his contro l to ensure accountabi lity, efficiency, continuity, 
development and retention of experienced stafI Earlier, a flcr consti tution of 
StafT and Expenditure Commission for reviewing the staff mg and 
administrative expenditure of Government departments, a proposal for merger 
of the Directorates was also sought (March 2002) from Government by the 
Director of BC and MW, as most of the schemes were of sin1ilar nature. He 
followed up the proposals with additional details as required by Government 
in Apri l 2002, February 2003 and October 2003. Government had not taken 
any decision on these proposals as of April 2004. 

3.3.64 Consequent to a review meeting of District oOicers in February 
2002, both the Directorates submitted fo ur proposals in March 2002 to 
Government requesting abolit ion of posts identified as unnecessary in the 
district oflices. While two proposals seeking abo lition of three posts of Special 
Tahsildars in three districts and abolition of 13 posts ofl nvestigators (one each 
in 13 districts) invo lving total cost savings of Rs 20.93 lakh per annum were 
accepted by Government and in1plemented, two other proposals involving 

17 A scheme under whid1 l1uu:.1: site::. uf li vi;; 1:i;;nls each in a an.:a ar1: d islributl.:d lu 
benefi ciaries of all communities with all in frastructure. Government a lso gave 
subsidy for construction of houses. 
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total abolition of 20 posts with a resultant savings of Rs 29.38 lakh per annum 
were pending with Government (June 2004). 

3.3.65 Thus, the administrative structure for implementing 
programmes for the benefit of BCs, MBCs and DNCs was (a) not consistent 
with the principle of one functionary reporting to only one superior and (b) the 
district level functionaries and the Directorates not under the same Department 
of the Government. 

Conclusions 

3.3.66 Delay in obtaining claims from institutions resulted in belated 
distribution of scholarships and in pendency of claims. Distribution of 
uniforms, special guides and disbursement or incentive amounts to girl 
students were also delayed. Feedback data on securing of employment by 
trainees and other beneficiaries under various schemes were not obtained. 
Plots lying undistributed and non-construction of houses on sites distributed 
since 1981 by 97 per cent of beneficiaries indicate weaknesses in the 
department to direct and monitor the scheme appropriately. 

Recommendations 

~ Annual requirement or funds for scholarships based on the eligible 
students should be worked out and allotted by October every year to ensure 
timely disbursement. 

~ Feedback regarding dropout of girl students from third to sixth 
standard should be collected as desired by Government to assess inipact of the 
incentive scheme. 

);>- Action should be taken by August each year to assess the requirements 
of text books, special guides, uniforms etc., so that children obtain the 
intended benefits in time. 

~ Feedback on employment of persons trained under various schemes 
should be obtained periodically to assess the impact of the schemes. 

~ Viability of providing infrastructural facilities in areas where house-
site 'pattas' were distributed should be examined. 

~ Anomalies in the existing administration structure of the department 
should be addressed and rectified. 

The above points were referred to Government in August 2004; reply had not 
been received (December 2004). 
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3..4 ·· Purafohi'Thalaivar MGR Nutritious MeaJ ·Programme 

Highlights 

Puratclzi Thalaivar MGR Nutritious Meal Programme was launched in 1982 
with <1 view to providing adequate nutrition to economically disadvantaged 
children of age group two to five years and was later extended to studellts of 
age up to 15 years. Audit observed (a) though fin e rice was received from 
Government of India under National Programme of Nutritional Support to 
Prima1y Education, it was substituted by common rice, (b) Double Fortified 
Salt was supplied in seven goitre prone districts during 2002-04 against the 
recommendations of UNICEF and National Institute of Nutrition, (c) non­
supply .of eggs by Tamil Nadu Poultry Development Corporation during 
1999-2000 and ( d) shortfall in conducting of inspections during 2002-04. 

::~U]f:=:rn:::I?n~:;::ri£¢:·$.:~m11u~;~ (g;&~i:mMT)/l:JY' G9.r¢t#rn¢hl9f'Iri.m·~•·ff:e~?§.f ¢,~>'st 

:~%t1ti~=~f ~~!il~ ='.~ ::::~0: : 2 :!:~~~~~:;~~,::;~;;ijf .. '.:J::~:~~:~~~:~= i!:)~~;0~ i··;~~,£~:~0:~i~~::!i!!:~!' 
(Paragraphs 3.4.14 and 3.4.15) 

::~:::::=:: ir:=s#vP.l!::::~mu::µ~~ :::9tfg4µ1n~:::' F4.r.ti.t;~U:]s:~n;,=,,.m:.: ,$,~\ifr: ifo)tr~:t'P.r(;IP.~= 

i~}f~~1~~r.q\a.1~1~1~:!:r~:~111~111i~}}t:l~[(i!iil~j1l~l~~i~R1a¥~u~i 
(Paragraphs 3.4.16 to 3.4.20) 

1:1!~!1~~!f.lf-il~~[f.~if ~~~,fli~~'°~'.~z~f~lii~~1i~l~t~~~il~~i!:!~~i~:M~1~~~i 
(Paragraphs 3.4.25 to 3.4.28) 

Pfi :t:i:::::::.mtiµµ:gfi ::~~+!:z,.:==~¢1$.::::~t~tr::=:~x~§.:t.~ii.::::nfl:.!~giflwJ.4!~~:::=tt!~5i':::~er~:=: n9t: 

R~.=.·:.~.1.•~.m~. fllJV(fl•.··.·.·., •.• c ... :~~~\~-[~fj·~·r····f.r.j .. •·.!.t: . . ·:·:···;·n.,'..L•iif~ti 
. ·'.;:::::::::::::::: 

(Paragraphs 3.4.29 to 3.4.32) 

Introduction 

3.4.1 With a view to providing adequate nutrition to economically 
disadvantaged children, the Government of Tamil Nadu launched Puratchi 
Thalaivar M GR Nutritious Meal Programme (PTMGRNMP) with effect from 
I July 1982. Initia lly, noon meal was provided only to pre-school children 
(age group 2-5 years) and prinmry school children (age group 5-9 years) in 
rural areas . It was extended to urban areas fro m September 1982, to old age 
pensioners (OAP) fro m January 1983, to school students in the age group of 
l 0-1 5 years from September 1984 and to pregnant women fro m December 
1995. Under the programme, one meal during noon was provided free of cost 
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to school-going children at Nutritious Meal Centres (NMC) and to pre-school 
children, OAPs and other beneficiaries at Child Welfare Centres (CWC). 

Programme objective 

3.4.2 The programme sought to provide adequate nutnt1on to 
economically disadvantaged children with the objective of (a) combating 
malnutrition and (b) to act as an incentive for increasing enrolment in schools 
and reducing dropouts. 

Organisational set up 

3.4.3 At the apex leve l, the Secretary, Social Welfare and Nutritious 
Meal Programme (SW&NMP) Department in1plemented the programme. The 
organisational set up is as furnished in the chart below. 

I PTMGRNMP I 
I I I 

Project Co-ordinator, Director of Rural Commissioner of Municipal 
World Bank Assisted Development Administration 
lCDs· Ill Project 

I I 
I District Collector : Regional Director of 

District Programme Personal Assistant Municipal Administration 
Officer (NMP) 

I I 

Child Development Block Development 
Commissioner of Municipal 

Project Officer Officer 
Corporation/Municipality 

I I I 

Child Welfare Centre Nutritious Meal Centre I Nutritious Meal Centre I 
* Integrated Child Development Services 

3.4.4 At the District level, the Collectors of respective districts 
(except Chennai city) are responsible for the inlplementation of the 
programme. 

Audit objective 

3.4.5 Audit objective was to examine the inlplementation of the 
programme especially with reference to ingredients supplied, staffing of 
NM Cs and adequacy of mechanism evolved for monitoring and evaluation. 

Audit coverage 

3.4.6 The review was conducted bet ween September 2003 and April 
2004 in Chennai Corporation and six selected districts1 covering the period 
1999-2004. Records of Social Welfare and Nutritious Meal Programme 
Department, Co-operation, Food and Consumer Protection Department, four 
Directorates2

, two Commissionerates3
, District Collectorates, District 

Coimbatore, Cuddalore, Dharmapuri, Kancheepuram, Madurai and Vellore. 

Social Welfare and Nutritious Meal Programme, Rural Development, Elementary 
Education and School Education. 

Municipal Administration and Civil supplies 
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Programme Ollicers, onices or Regional Director of Municipal 
Administratio n, offices of the District Elementary Education and District 
Educat ion in sample districts, o ffice of the Project Co-ordinato r, World Bank 
assisted ICDS Project - Ill , 26 Panchayat Unions, eight municipalities, three 
municipal corporations and 33 Project Offices o f ICDS in the test checked 
districts and 623 NMCs and 325 CWCs were perused. ln addition, particulars 
were also obtained from the Head Ollice as we ll as Regional Offices or Tamil 
Nadu C ivil Supplies Corporation (TNCSC). 

Financial Management 

3.4. 7 The department-wise expenditure vis-a-vis the Ctnal modified 
grant (FMG) during the years 1999-2004 is tabulated below. 

l\::une of tllt.~ ne.eartment 

Rura l Development 

Social Welfare and Nutritious Meal Programme 

Co-operation, Food and Consumer Protection. 

Muni cipal Administration 

(Rupees in crore) 

Final Modified Gr::uit Expenditure 

848.81 873.95 

4 15.06 399.28 

541.14 

44.92 

480.67 

40.50 

.. 1794.40 

3.4.8 Based on indents of the centres, TNCSC supplied rice, dhall, 
Bengal gram, green gram, salt and oil. District Collectors were authorised to 
make payment to the Regional Oflices of TNCSC for the food commodities 
supplied to the centres al the ecc;momic cost fixed by the Government/TNCSC. 
They were also authorised (February 2001 and January 2002) to release 
quarterly advance grant to Panchayat Unions fo r payment or honorarium to 
NMC workers, contingent charges (Rs 20 I Rs 30 per month where number or 
beneficiaries is less than 500/more than 500) and feed ing charges for the 
children towards cost of vegetables, condiments and fuel. 

Programme implementation 

Oat~ of the Programme 

3.4.9 The number of centres and beneficiaries during 1999-2004 are 
depicted below: · 

1999-2000 

2000-01 

2001 -02 

2002-03 

2003-04 

:: tm:::t=f::::: =::N.iih1bef:;ot ¢e~~t.ws=: :::::r::::::::=:r :: }t=:rn:=::::Nu:th ber''1)f neOeJicia rj es>: ::: :: ·•· 
ChUd weua-re::· ·. · sl1ho&l Nutritious. .. chmfwe1rare· Scli6ot Niifritfous>: 

.J;Ji1.tr~¥\;''\:.· / ):/ ='. }\f i~l:J;;~~.t.:f.~s ::::: ::::=:.=::: ,t::g¢,ri:(h~~:: .:_::) ,: ::-:: ::;:: · · Met\1 Cen iief ·:: ." _:= 

29723 39807 1144538 6463957 

30701 

30664 

30638 

30639 

40437 

41 057 

41 012 

4 1118 

1425969 

1364493 

1275998 

1303161 

6389589 

6460223 

6491662 

6504642 

3.4.10 Audit noticed non-supply of commodities, diversion of fme rice 
supplied by Government of India (GOI), supp ly of Double Fortified Salt 
against the recommendations of UNICEF and non-in1plementation or 
recommendations of Committee on Public Accounts (PAC) as discussed in the 
succeeding paragraphs. 
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Non-supply of dhall and eggs 

3.4.11 The programme envisaged supply of dhall of ten grams per day 
to two to live age group and 15 grams lo other beneficiaries. However, it was 
noticed that during 1999-2004, dhall was not supplied to beneficiaries in 
Dharmapuri , Madurai, Vetlo re and Kancheepuram districts as depicted below: 

Dhall w:ls not supplied 
SI. 

District 
No. NMC 

Number Number of fe~ds wilhout dlwll 
.•. :<L. ordnys (inlakb) •>.=:=: 

I. Madura i (3 Blocks) 29 803 2.82 

2. Vel lorc (3 Blocks) 16 363 0.83 

3. Kanchccpuram (2 Blocks) 37 1771 l.27 

4. Dharmapuri (5 Blocks) 75 3142 2.87 

3.4.12 Due lo non-supply of dhall the beneficiaries were deprived of 
it s protein value . 

3.4.13 District Collector, Vellore, entered (November 1999) into an 
agreement with a poultry farm in Vellore, fo r supply or eggs to centres for the 
period November 1999-0ctober 2000 at Rs 1.12 per egg. The contractor did 
not supply eggs to one to 18 Blocks for one to three weeks between November 
1999 and February 2000 and stopped supply of eggs from fourth week of 
February 2000 to all the 20 Blocks. The District Collector procured eggs 
locally and supp lied to centres from March 2000. The extra expenditure for 
March and April 2000 worked out to Rs 5.56 lakh. Though the agreement 
with the contractor stipulated that in case of non-supply of eggs, the Collector 
could procure them from the open market and the additional cost, if any, 
wou ld be borne by the contractor, the Co tlector did not enforce this condition. 
The Co llector merely retained the security deposit of Rs one lakh or the 
contracto r and black listed him. 

r In Dharmapuri District , the extra expenditure for the period March-
April 2000 worked to Rs 6.92 lakh. 

,- Similarly, in Cuddalore District, eggs were not supplied during third 
and fourth week of February 2000 and the fu·st week of March 2000, depriving 
1.36 lakh to 2. 70 lakh beneficiaries. The non-supp ly or eggs has resulted in 
deprival of nutrition to the beneficiaries. 

Diversion of free fin e rice supplied under Nationa l Programme of 
Nutritional Support to Primary Education (NP-NSPE) 

3.4.14 GOJ supplied fine rice @ 100 grams per beneficiary per school 
day for children in I to V standard for ten months in an academic year. In ten 
out of 29 Regio ns of TNCSC, while fme rice (77878.058 MT) was lifted from 
Food Corporation o f India (FCI) under the above programme, BR Common 
rice (inferior to fine rice) was substituted to the extent of 38820.305 MT 
during 1999-2003. 

3.4.15 Due to the above substitution children were fed with rice or 
inferior quality during 1999-2003. Further, the State Government gained to 
the extent of Rs 6.81 crore on 20355.742 MT or fine rice substituted during 
1999-2000 in the ten Regions of TNCSC as the rates or rein1burscmem for 
fme rice \;.,1as more than that of common rice supp lied by TNCSC in 1999--
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20004
. TNCSC stated (September 2004) that the fine rice, so subst ituted, was 

d iverted to Public Distribution System (PDS). 

Supply and use of Double Fortifi ed Salt against the recommendations of 
National Institute of Nutr ition and UNICEF 

3.4.16 Government started supplying Do uble Fortified Salt (DFS) 
co ntaining iron and iodine in seven goitre prone districts5 under the scheme 
fro m May 2002 onwards. Prior to this, Government had so licited the opin ion 
o f UNJCEF and National Inst itute o f Nutrition (N IN ), Hyderabad on supply 
and use of DFS . 

3.4.1 7 Project O ITicer ( Health and Nutrition), UN1CEF stated 
(November 200 I) that iro n supplementation through DFS was insignificant 
when considering the amount of iron fina lly reach ing the child and 
recommended (November 200 I) supply o f iodised salt throughout the State in 
preference to supply of DFS or Iro n Fortified Salt. 

3.4. 18 Nl N also advised (January 2002) against DFS being used as a 
pub lic health measure to combat Iodine deficiency disorders and l ron­
defic iency Anaemia. They also recommended the use of iodised sail a long 
with supplementation of Iron Fo lic Acid (!FA) tablets till the efficacy of DFS 
was established. 

3.4.19 In spite o f the above observatio ns, State Government ordered 
(May 2002) supply of DFS to seven go itre prone districts. 

3.4.20 While procurement and supp ly o f DFS to centres was not 
warranted as it was not recommended by NIN or UNlCEF, it also resulted in 
extra expenditure of Rs 27. 15 lakh6 on procurement of 810.50 MT o f DFS 
between April 2002 and March 2004. 

Extra expenditure due to re-tendering for purchase of eggs 

3.4.21 To improve nutritional status o f children covered under the 
programme, the Government augmented the scheme with supply of eggs once 
in a fo rtnight from June 1989 and once a week from June 1998. Commissioner 
o f Social Welfare (CSW) called fo r tenders (March 1999) fo r supply of eggs 
to Nutritio us Meal Centres fo r each district o f the State for the year 1999-
2000 . The contract was awarded (March 1999) to the lowest bidder, Tamil 
Nadu Poultry Development Corporation (T APCO) fo r supply of eggs till 
March 2000 to 26 districts and two Corporations7 at rates varying from 
Rs 1. 11 to Rs 1.26 per egg. The District Co llectors were (March 1999) to 
execute the agreement with T APCO and pay fo r the supp lies made by 
TAPCO . 

3.4.22 T APCO had an accumulated loss o f Rs 4.24 crorc till the end of 
March 1998 against a paid up capital o f Rs l .27 crore. A committee set up by 

6 

T he gain of Rs 6.81 crore has been calculated with reference to the difference in price 
at which GOI reimburses FCl for supply of fine rice and the price o f common rice 
charged by TNCSC. Such gain has not been calculated for other years because the 
latter price was higher. 

Coimbatore, Karur, Namakkal, The N ilg iris, Perambalur, Salem and Tiruchi rappalli . 

Calcul ated on th e basis of prices of Iodised.Salt (Rs 2150/MT ) and DFS 
(Rs 5500/ MT) effective from Apri.l 200 I as notified by Government. 
Chennai and Madura i. 
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the Government in January 1997 had recommended its c losu re and Animal 
Husbandry and Fisheries Department issued an order accepti ng this in April 
1999. Jn this background, the decisio n or the csw to award the contract to 
T APCO was ill conceived. 

3.4.23 T APCO supp lied eggs during April and May 1999 and 
expressed (May 1999) their inability to supply eggs thereafter as their own 
suppliers failed. The District Co llectors purchased the eggs locally between 
30 May 1999 and 7 November 1999 at rates in the range or Rs I . I 0 to Rs 1.40 
per egg as instructed by CSW. The CSW identified (October 1999) suppliers 
through a fresh tender for supply o r eggs from 8 November 1999 onwards. 
The Government issued orders (January 2000) terminating the contract with 
TAPCO retrospectively with effect !Tom 29 May 1999. 

·3.4.24 Government provided (April 1999) Rs one cro re as ways and 
means advance to T APCO for procurement and supply or eggs. TAPCO 
returned (May 1999) Rs 50 lakh and adjusted (July and August 1999) Rs 25.85 
lakh towards service charges for supervising the supply or eggs for 1998-99 
(Rs 18.22 lakh) and supply of eggs to NMCs in Chennai Corporation (Rs 7.63 
lakh). The remaining amount of Rs 24.15 lakh, was neither refunded nor 
adjusted by T APCO as o f March 2004. 

Recommendations of Committee on Public Accounts not 
implemented 

3.4.25 Supply of weights and measures to centres were discussed in 
Recommendations of the Report of the Comptro ller and Auditor General of India (Civil) -
PAC were not acted Government of Tamil Nadu for the years 1983-84 and 1994-95. PAC in its 
upon 54 Lh Report (12th Assembly) presented to the Assembly on 22 April 2002 

stated that it was distressed to note that its recommendations issued in 1987 
regarding the necessity o f providing measuring devices at NMP centres, had 
not been acted upon by the department even afi.er a lapse of 12 years. The 
Committee viewed the delay seriously. 

Surplus staff in ICDS 
centres were not re­
deployed to NMCs 
and ewes 

3.4.26 Government in SW&NMP Department stated (September and 
December 2004) that Finance Department did not agree to their repeated 
proposals (200 1-03) of providing weights and measures due to financial 
constraints. 

3.4.27 Considering that the average annual expenditure on the scheme 
is about Rs 360 crore and the benefit of we ighing the food ingredients at the 
time of their delivery to the centres, the expenditure on weights and measures 
would appear to be well deserved. 

3.4.28 Jn this context, Audit noted that shortages in supply by TNCSC 
had been reported from time to time by some District Collectors. Governn1ent 
had also noted (February and June 2002) that short supplies get covered up 
because the number of children actually fed is less than the strength reported. 

Other points of interest 

Posts of organisers, cooks and helpers in NM es not filled up with the 
surplus staff in ewes 

3.4.29 One hundred eleven projects (67 rural; 42 urban and two tribal 
projects) were being implemented unde r Integrated Child Development 
Services (ICDS) scheme during 1997-98. Of these 47 projects were assisted 
by Swedish· International Development Authority (SIDA) up to June I 998. 
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The staffing pattern at each centre under SlDA-IeDS consisted, among others, 
o r two Anganwadi Workers (AWW)· and two Anganwadi Helpers (A WH). 
These centres were merged with General ICDS on completion of the project 
period. With effect from 31 December 1997, the World Bank Assisted 
(WBA) Tamil Nadu Integrated Nutrition Project II (TINP) , implemented in 
318 Blocks, was closed and the CWes under TINP II were taken over under 
WBA-ICDS Jll. 

3.4.30 Government ordered that the staning pattern in the ewes 
wo uld be one A WW and A WH with effect from January 1998. As a result 
about 40000 AWWs/AWHs working in WBA-ICDS Ill and erstwhile SIDA­
ICDS were rendered surplus. Government further ordered (February I 998) 
that a seniority list of surp lus workers/helpers in each d istrict should be 
maintained in order lo facilitate theiT redepioyment in NMP centres. While 
the expenditure on surplus staff in WBA-IeDS IJl Project was met from that 
project , the pay and allowances of surplus staff under the erstwhile SIDA­
lCDS were borne under NMP up to 2003-04. This expenditure worked out to 
Rs 13 .06 cro re8 (approxin1ately) for 2002-03 and 2003-04. 

3.4.31 According to ORD the vacancy position of organisers, cooks 
and helpers in NMP centres as on 31 March 2004 was as follows: 

11i~!~~111i111::1:1::11:::11t~ir-:i:~~:~s~1:1:11i1111111::.1i::rf iilrt.i~)~11~~1:1:111:11;,111f:1~:::~1~11~1::~:1:11111~:i:1:1111:1111:1:r~iiil)i~~111f:·1:·:: 
l Organiser 39279 744 2 

2 Cook 39947 1942 5 

3 Helper 39914 2849 7 

The Commissioner of Municipal Administration (CMA) did not furnish the 
details of the vacancies in centres under his control. 

3.4.32 As per the details furnished by the Project Coordinator, World 
Bank Assisted ICDS Project, as on 31 ·March 2004 the surplus staff was 23 712 
comprising 13920 Anganwadi workers and 9792 Anganwadi helpers. Thus, 
on one hand the benefit of redeployment of excess staff of Anganwadi centres 
in NMCs has not been fully realised, while on the other, substantial 
expenditure was incurred till March 2004 on surplus staff from the NMP 
scheme funds. 

Monitoring 

Constitution of Monitoring Committee 

3.4.33 Government ordered (March 2002) the formation of 
Monitoring Committee in every school to ensure that rice, dhalf, oil, 
vegetables, etc. are issued in correct quantity with reference to actual number 
of students consuming noon meal and also to ensure quality of meals served to 
the students. 

Year 

2002-03 
2003-04 
Total 

Number or surplus staff 
AWW AWH 
2816 3181 
3004 3839 
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3.4.34 Each committee was to comprise of four members including 
Headmaster of the concerned school and representative from the Parent­
Teachers Association. 

3.4.35 It was, however, seen in the sample districts that though the 
committees were formed, there was no evidence to show that the committees 
have carried out the functions assigned. Thus, the objective of forming the 
Monitoring Committee was not fulfilled. .. 

Shortfall in inspection 

3.4.36 To check over-reporting of number of students consuming 
meals at NMP centres, Government instructed (December 1986) that the 
Personal Assistant (PA) (NMP) to inspect 20 centres per month during {ceding 
time. However, it was noticed that during 2002-04, inspections were not 
conducted by PA (NMP) in Kancheepuram (three months), Cuddalore (two 
months), Vellore (one month), Dharmapuri (four months) and Madurai (five 
months). 

3.4.37 
conducted . 

The following deficiencies were noticed in the inspections 

.., In ten districts9 the concerned PA (NMP) visited only seven lo 18 
centres during January 2000 as against the monthly target of 20 centres. 

).:>- Inspection of centres during August 200 I by PA (NMP) m nme 
districts 10 averaged 14 (against 20) and varied between eight and 18. 

Inspection by BDOs 

3.4.38 The Block Development Officers (BDOs) are required to 
conduct ten inspections per month. The. inspections conducted by . BDOs in 
VeUore, Cuddalore and Madurai districts during 2002-2004 revealed shortfall 
as follows: 

11:mimrA'lia 
5 17 11 11 5 

4 3 8 3 7 

The shortfall reflected above indicates inadequate monitoring. 

Evaluation 

3.4.39 Unibn Planning Conmtission suggested (February 2002) a 
comprehensive evaluation of the Midday Meal Scheme with special reference 
to literacy, school enrolment and retention. Though this evaluation was 
entrusted to Directorate of Economics and Statistics in April 2002, it has not 
been taken up so far (June 2004). 

9 

10 

Kancheepuram, Madurai, Namakkal, Salem, Thanjavur, Thiruvarur, Tiruchirappalli, 
Tiruvannamalai, Tuticorin and Villupuram 
Kancheepuram, The Nilgiris, Perambalur, Tiruvannamalai, Thiruvarur, Tuticorin, 
Vellore, Villupuram and Virudhunagar 
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Conclusions 

3.4.40 The review indicates that there were deficiencies in the 
implementation of the scheme. These include non-supply o f dhal/ and eggs 
during some periods, substitution or common rice in place o f fine rice, non­
supply or weights and measures to centres and vacancies in NMCs despite 
excess stafT in anganwadis. 

Recommendations 

;.- Monitoring of inspections or centres should be carried out as per 
targets assigned. 

, Evaluation or the scheme IS to be conducted to improve the 
efTectiveness or implementation. 

-, PAC recommendations regarding supply or weights and measures to 
centres should be acted upon urgently. 

The above points were referred to Government in August 2004; Government 
generally accepted the facts (September - December 2004). 
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3.5."· : <Review.on.Indian Syst~nlS •fr Medicine and Honioeopathy 

Highlights 

The Government of Tamil Nadu took initiatives to encourage Jndfon 
Systems of Medicine with the objective of popularising them and to bring ow 
their benefits. However, the Indian Medicine and Homoeopathy 
Department did not maintain any statistics to prove their effectiveness in 
treatmellt of diseases. The vacancies in the posts of Assistallt MediC<1l 
Officers resulted in shortfall ill providing services. Against 9604 i11-patie11ts 
admitted in Arignar Anna Government Hospital of Indian Medicines, 
Chennai, during 1999-2004, 4465 (46 per cent) patients either abandoned 
the treatment or got discharged against medical advice. Four Research 
Units established in the above hospital for cancer and AIDS, diabetes, 
infertility and fracture did not carry out any research activities due to lack of 
modern machineries/ equipments and staff. Grants from Government of 

· India for procurement of equipments for Drug Testing Laboratory was 
utilised 011/y partially. 

'§1'!~11~1~~~~~ttltl~l:~1~%~;i~:t~,~~~i~i~~ 
(Paragraphs 3.5.8 to 3.5.10) 

rt!~:~~l!ttti~~~t~iJil\~:£~Fi~:g~h1ii 
(Paragraph 3.5.16) 

i!lif~~i;~i1iit~i~ili\~~ti~~l~ii~ 
(Paragraph 3.5.18) 

:·~,:·::::;::~:::::=;:i~~~i~1tei::~~~:l~~1!~~~~IDJ:~,~~~~1t~$-:f~;,-~!:· 1~~s~B1~~~~~tr~: 
.-T!i~fih~hnapial~i.: ~nd N agap_~tt.i~a:4f 'Qi~t.ti~t$ "f..espectiveJy· du ripg_ tlie: Y.v~' 
·y~~~ ftJ>iii:J9?.9 to ·.~OQ3/ ·::::::'::,,.::::/:'TJ/<f\Y{t{:ii.:':''>>::t:./ i>: .. . ' ' ::/··: >:<_.,,.::_<\):{' 

(Paragraph 3.5.22) . 

·H:a.tli.'::::_T.;ti~::::r~·gf;·R¢~,t!~rclf'PP.)t$\~"t~l>li~,~.¢4Hil/~t1gq#.:r .A~·~.a . G.'9\/~rrtm~I!t 

:~ttr k~~~~::!t.~f J~~:~1f1~i~w::¢~~~~~~~:~~:~t!rt2:~::·:=;:j~:::.=,\~s·:=;toG~?:i:s~li 
(Paragraphs 3.5.25 and 3.5.26) 
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r · =:"'= A'Regioriiif :Pharmacy '(at Thirunfayam, Pud~kottai Distdct) was 
defmict from April. 2002 but Rs 11,59 lakh was spenf t owards ·staff of the· 
'defunc:t pharmacyA. .. =·· . , 

(Paragraph 3.5.30) 

Introduction 

3.5.1 With a view to encourage trad itional systems of medicines, 
Government o r Tamil Nadu (GTN), set up the Directorate o r Indian Medicine 
and Homoeopathy (DlMH) in 1970, by separating it from Directorate or 
Medical Educat ion. DJMH was expected to encourage Indian Systems or 
Medicines ( ISM) comprising S iddha, Unani and Ayurveda with spec ia l 
emphasis on development o r Siddha system, wh ich is indigenous to and an 
integral part of Tamil cult ure. 

Objectives of the Department 

3.5.2 The functions of the Department inc luded: 

~ providing health care in district/ taluk/non-taluk hospitals and primary 
health centres (PHC) through wings of Siddha, Ayurveda, Unan i, 
Homoeopathy, Naturopathy and Yoga; 

).- research, production, standardisation and quality control of herbs and 
drugs and 

);;;. teaching in Under Graduate and Post qraduate courses. 

Organisational set up 

3.5.3 The Department o f Indian Medicine and Ho moeopathy (IMH) 
is under the administrative contro l of Secretary, H ealth and Family Welfare 
(HFW) Department and headed by a Commissioner of Indian Medicine and 
Homoeopathy (CIMH). The State (except Chennai) has been divided into 22 
distric.ts, each headed by a District S iddha Medical Officer (DSMO), assisted 
by Assistant Medical Ollicers (AMO) of 704 JMH wings or hospitals (37.3) 
and PHCs (33 1 ). Arignar Anna Government Hospital or Indian Medicine 
(AAGHIM), Chenna i, is the referral hosp ital fo r ISM. One J\lational Institute 
of Siddha (NIS) was formed in January 1999. Tamil Nadu Board of Indian 
Medic ines, Tamil Nadu Siddha Medical Council, Tamil Nadu Homoeopathy 
Counc il and Tamil Nadu Medicinal Plants Board were established fo r 
deve lopment o fISM and Homoeopathy. 

Audit objectives 

3.5.4 A review of the working o f Department of IMH was conducted 
with a view to ascertaining: 

);;;. the achievement of the Governn1ent in popularising the ISM; 

~ effectiveness and quality of services rendered by the Department and 

);;;. sufficiency of manpower and infrastructure fac ilities. 

Audit coverage 

3.5.5 The review was conducted in the Health and Family Welfare 
Department of Secretariat, Commissionerate of Indian Medicine and 
Homoeopathy, AAGHIM, Chennai and its attached dispensaries (Siddha: 
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seven and Homoeopathy: four), three1 Colleges in Chennai and DSMOs and 
IMH wings in four districts viz. Kancheepuram, Thiruvannamalai, Thanjavur 
and Nagapattinam ITom February 2004 to July 2004 and covering reco rds 
pertaining to 1999-2004. Records of the Boards/Councils stated in paragraph 
3.5.3 above were also reviewed. 

Financial Management 

3.5.6 The Budget allocation and expenditure of the Department 
during 1999-2004 were as follows: 

··::=··=· ·=··=· ·:·: .:< .. li-N~~~-- PJaJfl\/~f ··=;.> =·· ·. · === Totil' 
2~~ ... :2 · .A)J~im.e~(: :~ipe1i~W~fk ::Ailottil~'~fr ·Eq}~i~(otur~ Ali-Ohnent· Ex1>enditure 
1999-2000 5.89 5.92 30.36 27.75 36.25 33.67 2.58 7 

2000-01 6.94 6.82 32.85 28.51 39.79 35.33 4.46 11 

2001-02 9.93 7.64 35.35 30.25 45.28 37.89 7.39 16 

2002-03 7.93 7.97 34.67 31. 10 42.61 39.07 3.54 8 

2003-04 16.31 14.13 36.40 32.8 1 52.71 46.94 5.77 ll 

GOI grant, Rs 27.88 
lakh, towards 
procurement of 
equipment and 
Rs ten lakh for 
manpower for DTL 
was not utilised. 

3.5.7 Government of India (GOI) re leased grants amounting to 
Rs 5.30 crore during 1999-2004 (vide details in Appendix XXYil). The 
deficiencies noticed in utilisation or the grants are discussed in the succeeding 
paragraphs. 

Utilisation of GOI grant for strengthening of DTL 

3.5.8 GOI sanctioned (March 2001) Rs 85 lakh and released Rs 50 
lakh in March 200 l by Demand Draft to CJMH and Rs 35 lakh in March 2003 
for strengthening of Drug Testing Laboratory (DTL) in AAGHIM. The grant 
included Rs 60 lakh for equipments and Rs ten lakh for manpower. 

3.5.9 The CIMH placed (December 200 I) orders for purchase of 
equipments on Hospital Services Consultancy Corporation (lndia) Ltd. , 
(HSCC) a GOI undertaking, on the advise of GO!, but did not negotiate a time 
schedule for supply of equipments though 100 per cent advance payment or 
Rs 31 .63 lakh was made in March 2002. The HSCC supplied three 
equipments (Total cost: Rs 2. 75 lakh) in October/November 2002 and another 
three equipments (cost: Rs 26.9 1 lakh) in March 2004. For the only 
equipment pending supply, UVNisible Spectrometer, the HSCC demanded 
(November 2003) additional payment of.Rs 4.72 lakh towards spec ial customs 
duty (Rs I. 74 lakh) and exchange rate fluctuation (Rs 2.98 lakh). These 
amounts were not paid as or June 2004. Out of the six equipments supplied so 
far, one autoclave (cost: Rs 2.51 lakh) supplied in November 2002 and one 
HPTLC2 (cost Rs l 7 .57 lakh) supplied in March 2004 had not been installed 
so far (September 2004). The Superintendent, AAGHIM stated (September 
2004) that the supplier had not installed the autoclave inspite of several 
reminders and as regards HPTLC, action was being taken for purchase of 
nitrogen cylinder for which the Government order was go t revalidated in July 
2004. 

Government Si<ldha Medical College, Government Unani Medical College and 
Government Naturopathy and Yoga College. 
High Pressure Thin Layer Chromatograph. 
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than a year. 
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3.5.10 The delay in receipt or equipment could have been mitigated 
had CIMH entered into an agreement stipulating a time frame for supply with 
an appropriate clause for levy of liquidated damages. From the 
equipment/consumables component of Rs 34 lakh out of the Rs 50 lakh 
released by GOI in March 2001 the CIMH utilised Rs 32.12 lakh only as of 
September 2004. Out of the Rs 35 lakh received from GOI in March 2003, 
GTN released the equipment component of Rs 26 lakh to ClM H belatedly in 
March 2004 which remained unutilised (September 2004). Thus, Rs 27.88 
lakh remained unutilised for more than a year. 

3.5.11 The GOI grant of Rs ten lakh earmarked for engaging 
contractual manpower, remains unutilised as the State Government rejected 
(August 2002) the proposals of CIMH for creation of regular posts. The 
subsequent proposal (August 2004) of ClMH for posting of personnel on 
consolidated pay was pending with Government (September 2004). CIMH 
placed (June 2003) an Assistant Lecturer of Government Siddha Medical 
College (GSMC), Chcnnai in charge of DTL and two analyst diverted from 
DTL (Allopathy) joined the Laboratory in September 2003. As of June 2004 
the DTL was engaged only in testing bf samples of 15 raw drugs supplied by 
Tamil Nadu Medicinal Plant Farms and Herbal Medicine Corporation Lin1ited 
(TAMPCOL) to AAGHIM pharmacy, for which alone pharmacopoeia 
specifications were available. No finished product was being tested. Thus, 
GOJ grants to strengthen the DTL have been utilised only partially. 

Non-utilisation of Computer Laboratory established with COi Grant 

3.5.12 GOl released (March 2001) Rs ten lakh to GSMC for procuring 
Personal Computers (PC), LCD Projector and providing internet fac ility to 
enable the co llege and its students to update their knowledge on growth and 
development in the field of traditional and modern medicine in India and 
abroad. The Principal utilised (March 2002) Rs 8.22 lakh for purchase of the 
above equipments and refunded Rs 1.78 lakh (July 2003). The computers 
were installed in September 2002 and the Projector was received in March 
2003. Though GOI had stated (January 200 I) that necessary guidelines for use 
of the computer laboratory by faculty and students would be issued in due 
course they had not been received (June 2004). The Principal addressed (June 
2004) GOI for the guidelines and called for application from students for basic 
computer training programme only after Audit pointed out (June 2004) the 
low leve ls of utilisation of the five PCs. This clearly indicates that the College 
did not make any effort to ensure optinrnm use of the PCs. Further, no records 
were produced to Audit to prove that the LCD projector was being put to the 

.intended use. 

Operational performance 

Provision of health care 

3.5.13 Poor outpatient services, inadequate in-patient services, 
shortfall in services, non-creation of posts and delay in commissioning of new 
wings were noticed in Audit as discussed in succeeding paragraphs. 

Out-patient Services 

3.5.14 Services to patients are being delivered by the 704 wings of 
ISM and Homoeopathy. The census of out-patients (OP) and in-patients (IP) 
treated by the IMH wings in the State during 1999-2003 (calendar years) was 
as follows: ' 
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(:~umber in thousands) 
.· 1999 2000 2001 ·.·.·. 2002 2003 

Tri>e 
Old f New Old ! .. New ()1.d ••... i -.New O ld j New Old I N.ew ··:·: 

OP 6246 2585 649 1 2589 7354 3246 9057 3826 10761 4593 

IP 127 11 138 10 128 9 149 12 169 

New: the number of patients who were seen by AM Os for the first ti me 

Old: the num ber of subsequent visits all such patients make to the hospital for continued 
treatment 

14 

3.5.15 The IPs were earlier attended lo in OP Department and hence 
included in OP census a lso. On admission as IP, the OP census should have 
been decreased accordingly to show the correct number or OP and IP . The 
non-deletion of IPs from OP boosted the OPs census. 

3.5.16 In respect of o ld cases, the department have details only or 
number of visits by patients and not for number or patients treated. The 
Department did not also have any statistical data to indicate the efTectiveness 
of its services. CIMH stated (June 2004) that in as much as the department did 
not do research activities, such statistics were not being collected. This reply 
is not tenable as popularising IMH envisaged in Tenth Five Year Plan would 
require documentation or the effectiveness of ISM to make it fact-based. 
Therefore, the CIMH 's stand was not in keeping w ith the Plan' s objectives. 

In-patient services 

3.5.17 The Department has IP wards in 22 districts for vario us systems 
with 965 beds. There was no IP ward for any ISM in six districts viz. The 
Nilgiris, Perambalur, Pudukottai, Theni, Thiruvallur and Thiruvannamalai. 
When Audit required (May 2004) details regarding stafT provided, services to 
be provided in IP ward and infrastructure fac ilities available in wards in the 
State, CIMH called for the details from field offices. The absence of this 
inlportant information with CJMH indicated lack o f monitoring. The 
information collected by CJMH indicated that the following single posts in 
some units had been lying vacant during 1999-2004. These included Male anp 
Female Nursing Attendants in seven District Headquarter Hospita ls (DHHs)''; 
Male Nursing Attendant at DHH, Villupuram and Masseur at non-taluk 
hospital, Kadayanallur and DHH, Thoothukudi. 

3.5.18 AAGHlM, Chennai, has JP faci lities for Siddha, Ayurveda and 
Unani. Of the 9604 IPs treated during 1999-2004, 4465 (46 per cent) did not 
complete the treatment vide details furnished below: 

(In numbers) 

···$ysteii(.>. t ~Q§tjd~tj~ij/t@::t:=lf PFf{{k .IA~.· ) . ·. T ot:U •· 
Siddha 829 961 121 1911 
Ayurvcda 333 534 50 917 
Unani 709 772 156 163 7 

·· TotaJ ·. · :-:•·:· · l87l(f9)·::·•: nn7(44J 327(3) 4465(46) 

PL T : Patient left treatment against med ical advice; AR: Discharged at request of the 
patient. Figures in brackets indicate percencage to tota l number of IPs. 

Namakkal, Vi rudhunagar, Kumbakonam, Thiruvarur, Karur, Mettur Dam and 
Sivaganga. 
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3.5.19 The Superintcndcnl (June 2004) altributed abandonm.cnt of 
trealmcnl by patients to the lengthy nature of treatment in lSM vis-cl-vis 
Allopathy. · 

3.5.20 The medica l records arc important documents not only during 
the lP's stay in the Hospital, but also fo r future reference fo r later medical 
treatment. The procedures prescribe, giving to the pat ient a discharge 
summary, signed by the Medical Officer (MO), Lhat shou ld include Lhc 
pat ient 's condition at the time or discharge and MO's advice to the patient. 
Despite its importance, the records were not properly maintained as the 
relevant entries were e ither not made or entered illegibly. Also, in none o f the 
cases, the discharge summary was prepared and issued to the pat ients. The 
Superintendent admitted (June 2004) the above deficiency and assured 
corrective actio n. 

3.5.21 The IP ward at DHH , Kumbakonam, Thanjavur District, was 
established at a cost or Rs 21.64 lakh with 16 beds and was opened in 
December 1999. However, the rtr~t patient was admitted only in July 2003 and 
it treated 64 patients up to December 2003 (S iddha: 4, Ayurveda: 45 and 
Homoeopathy: 15). According to DSMO (April 2004), no separate staff for lP 
ward was provided and hence, no services except that of OP treatment was 
provided. 

Shortfall in services due to non-attendance of AMOs 

3.5.22 During 1999 to 2003, o ut of 18 posts o f AMOs sanctioned fo r 
Nagapatt inam District three to nine posts were vacant and in Thiruvannamalai 
District eight to 17 posts were vacant out of 23 posts. The vacancies 
necessitated deputing available AMOs from their parent wing to vacant wings 
for some days every week. The arrangement led to AMO's attendance being 
less than I 5 days a month at .both the parent and the vacant wings. Such 
shortfall in services due to diversion of AMOs from parent wing during the 
fi ve years 1999-2003 was 56 per cent in respect of 14 units in 
Thiruvannamalai District and 68 per cent in respect of 14 units in 
Nagapattinam District. 

Non-creation of posts of Pharmacist in the newly opened wings 

3.5.23 Government sanctioned only the posts of AMOs in respect of 
89 wings newly opened in October 2003 (Siddha wing: 80; Unani wing: 6 and 
Ayurveda wing: 3) and directed (June 2002) the ClMH to use the services of 
pharmacists of A llopathy wings for vending of medicines after g iving them 
training in ISM and on payment of additional a llowance of 
Rs I 000 per month. As the pharmacists approached the High Court against 
·the above orders, this arrangement did not work in the sample districts. As a 
result, the AMOs themselves were forced to distribute the medicines in 
addition to attending on patients. The CIMH did not furnish information on 
the working of the above arrangements in other districts. 

Research and quality control 

Classificatio11 of diseases 

3.5.24 IMH wings classify the diseases treated by them into 53 
Siddha, 24 Ayurveda, 20 Unani and 25 Homoeopathy categories; the last 
category in all the systems is ' other diseases'. The disease-wise statistics of 
'the wings showed that upto 76 per cent of the OP cases were classified under 
the 'other diseases'. This indicates that the categorisation required a revision, 
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so as to make the classification more meaningful. The CIMH stated (July 
2004) that the diseases cou ld not be codified, as classification may differ from 
place to place. This reply was not tenable because diseases have to be 
classified with reference to their cause and/or treatment, which do not depend 
on geographical location. Further, more detailed codification of diseases 
would help to formulate strategy for treating and containing such diseases. 

Functioning of Research Units 

3.5.25 The Department has four Research Units (RU) at AAGHJM fo r 
cancer and AIDS, diabetes, infertility and fracture and one at GSMC Hospital, 
Palayamkottai for cancer and AJDS. 

3.5.26 The RUs at AAGHIM were formed in 1993 (one unit) and in 
1997 (three units) with sanction for five posts (one Laboratory Technician, one 
Plaster Technician and three Hospital Servants). The Superintendent, 
AAGHlM stated (May 2004), that no research could be carried out due to lack 
of faci lities like modern machinery/equipment to carry out tests, required 
number of staff etc. As such the RUs established did not serve the purpose. 

Absence of medical audit for quality control 

3.5.27 The technical aspects of the treatment can be scrutinised only 
by technical personnel through medical audit. This is required as a quality 
contro l measure to ensure efficiency of the personnel and effectiveness of the 
services. This also assumes significance in the absence of a tin1eframe for 
curing diseases. However, no medical audit has been conducted though the 
department was formed as far back as 1970. CIMH stated (April 2004) that 
this matter would be discussed in the subsequent meeting of DSM Os. 

Functioning of pharmacies engaged in production of drugs 

Norms for Good Manufacturing Practices not fulfilled 

3.5.28 GOI , by an amendment to Drugs and Cosmetics Rules, I 945, 
introduced (June 2000) Good Manufacturing Practices (GMP) for manufacture 
of Siddha, Ayurveda and Unani medicines to ensure that the drugs were of 
acceptable quality. In case of existing manufacturing units, these amendments 
came into force with effect from June 2002. Rule 157-B of Drugs and 
Cosmetics Rules, I 945, required the manufacturing units to obtain a certificate 
of GMP (valid for two years) from the licensing authority for ISM&H. 

3.5.29 There are four4 pharmacies for production of drugs under ISM 
in the State. Out of these GMP certificates have not been obtained so far (June 
2004) by the pharmacies in the AAGHIM, Chennai and GSMC, Palayamkottai 
as re-organisation for complying with GMP norms have not been completed. 
The Regional pharmacies at Vannarpettai (Tirunelveli) and Thirumayam 
(Pudukottai) were under closure. Thus, the intention of GOI in introduction of 
GMP has not been fulfilled though about 72692 kg of medicines are being 
prepared and administered.every year to patients. 

4 AAGHIM, Chennai; GSMC, Palayamkottai; Regional Pharmacies at Vannarpettai 
(Tirunelveli) and Thirumayam (Pudukottai). 
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Chapter I II - Pe1for111ance Reviews 

lnfructuous expenditure on staff of defunct pharmacy 

3.5.30 The Regional Pharmacy (RP) was functioning at Thirumayam 
(Pudukottai District) with a strength of one Medical 011icer, one Pharmacy 
Supervisor, seven Pharmacy Attendants, one Watchman and one Junior 
Assistant. The Medical Oflicer (MO) recommended the closure of RP to 
CIMH, due to its remote location, absence of proper power supply, financial 
non-viability and irregularities of staff The RP did not function from April 
2002 and the stock or raw drugs was transferred to AAGHIM Pharmacy in 
August and September 2002. The machineries (cost: Rs 6.33 lakh) were lying 
idle for the past two years. Though the pharmacy was defunct , C1MH has 
obtained Government's sanction for extension or the posts up to June 2005 . 
While all the other posts became vacant between September 200 1 and May 
2003, the posts of Junior Assistant and six Pharmacy Attendants were 
continued to be operated (June 2004). The expenditure on establishment 
during 2002-04, Rs 1 1.59 lakh, was infructuous and the staff could have been 
utilised elsewhere. 

Ambulance available with AAGHIM not put to intended use 

3.5.31 Only one ambulance was available under ISM in the State. The 
AAGH IM was allotted this ambulance in September 1987 and it had covered 
22936 km between April 1999 and April 2004. The ambulance was used for 
trips of officials to Secretariat, movement of stores/medicines etc. and was 
used for moving patient only once for a distance of 23 km. The hospital has 
another vehicle fo r transportation of material. The use of the ambulance 
entirely for other purposes indicated that the hospital did not require an 
ambulance at all. 

Conclusions 

3.5.32 In spite of the efforts taken· by the GTN and assistance 
extended by GOJ for procurement of equipments, construction of buildings, 
etc., the in1pact was not felt due to lack of propagation and vacancies in the 
posts of AMOs. The RU also could not do the intended research work due to 
shortage of staff and equipments. Almost half of the in-patients admitted in 
AAGHIM did not complete the treatment indicating that IP wards were not 
given sufficient attention. 

Recommendations 

~ Government should consider sorting out urgently the problem of 
vacancies in the posts of AMOs and other in1portant posts. · 

);.- Action should be taken to fulfil the norms and obtain the certificate for 
Good Manufacturing Practices. 

);>.. Keeping of medical records, especially of in-patients should be 
in1proved. 

~ Classification of diseases under Indian Systems of Medicine should be 
amplified. 

The above points were referred to Government in September 2004; reply had 
not been received (December 2004 ). 
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interest to the tune of 
Rs 1.34 crore 

.·. :-;. .:· .. ' 'l~:tJRAU I)'.E\TELO P MENT DEPARTMENT. · 

~.6 . Integrat~ci sf!nifui~)T:.dm1plexes for women· 
Introduction 

3.6.1 To improve rural sanitation, Government sanctioned a State 
Plan scheme for constructing Integrated Sanitary Complexes for Women 
(1SCW) to provide toilets, bathrooms, space for washing and \A,1ater tubs in 
each o f 126 18 village Panchayats during 200 1-03 1

. The scheme was executed 
by the Block Development 011icers ( BOO) and mo nitored by the District 
Rural Development Agenc ies (DRDA) at district level and by the Director of 
Rural Development (ORD) at the State level. 

3.6.2 Test check o f records during October 2003 to January 2004 in 
various o ffices2 revealed inadequate financial management leading to 
avo idable expenditure on interest, poo r progranm1e management leading to 
delays in putting the complexes to use and non-utilisation o f the complexes, 
inadequate monitoring and non-participation of user groups in maintenance of 
the complexes as brought out in the succeed ing paragraphs. 

Financial management 

3.6.3 The project cost o f Phase l was Rs 136. 56 crore and was met by 
loan assistance (70 per cent) from Housing and Urban Development 
Corporat ion Linlited (HUDCO) and State contr ibution (30 per cenr). 
Rupees 95 .55 crore were obtained as loan in instalments fro m HUDCO during 
January to October 2002. Government sanctioned Rs 85.04 crore for 4252 
complexes under ISCW between February 2002 and February 2003 and the 
balance 2057 complexes were to be taken up under Member of Legislative 
Assembly Constituency Development Scheme (MLACDS). S ince 431 7 
complexes were actually taken up under ISCW in Phase I, Government 
released a further amount of Rs 1.08 crore in March 2004, balance Rs 0.22 
crore being met from savings of the Panchayat Unions. 

3.6.4 For Phase Il , the full project cost (Rs 151.96 crore) was 
proposed to be obtained (September 2003) as loanJrom HUDCO . The loan 
amount was ultin1ately restricted to Rs 80.48 crore-', to cover only the 3408 
complexes that were taken up under ISCW d uring 2003-04: the balance 
targeted complexes were taken up under other schemes viz. M LACDS, Tota l 
Sanitatio n Campaign (TSC) and other schemes. The loan amount was 
obtained and Government re leased Rs 76.68 crore during December 2003 and 
March 2004. 

3.6.5 Test-check revea led the fo llowing irregularities: 

-,_ These co mplexes are constructed in rural areas. However, HUDCO 
c lassiJied the loan under ·'Urban Infrastructure" and charged interest at the rate 

2 
6309 complexes during each year. 
Rural Development Department in the Secretariat, D irectorate of Rural Development 
and DRDAs at T hiruvallur, Vello re and Villupuram and 56 Panchayat Un ions in tht 
above three d istricts. 
Cost of construction at revised rate of Rs 2.251akh per complex: Rs 76.68 crorc, 
Interest on HUDCO loan dur ing construction period : Rs 2.67 crore. Front end fee 
and R&D charges Rs 1.1 3 crore. 
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or 13 per ce111 on the loan for Phase I instead of classifying the loan under 
' Rural Housing under Economically Weaker Sections' (EWS) carrying a 
concessional interest of ten per cent. Government could have saved Rs 1.34 
crore4 towards interest by fo llowing correct classification. 

,.. Further, loan obtained from HUDCO for Phase 1 included Rs 7.38 
crore towards interest on the loan. As the project was not a revenue earning 
project, obtaining a loan for payment of. interest is tantamount to getting a loan 
for extinguishing a part of its liability, which is improper. Instead, the interest 
amount should have been borne from Government funds. 

,.. The Project cost for Phase I included Rs 2.52 crore towards 
Administration and Supervision (A&S) charges at two per cent of the Project 
cost. Thus, Rs I . 77 crore was obtained as loan towards A&S charges in the 
total loan of Rs 95.55 crore under Phase I. As A&S services were rendered by 
Rural Development Department and DRDAs for which expenditure was 
incurred through budget provisions of the department, inc lusion of these 
charges in the loan amount was not justified. 

-,.. In respect of the first point above, Government stated (December 
2004) that the loan had to be availed under "Urban Infrastructure" as there was 
no provision of loans under ''Rural Infrastructure". In the absence of any 
evidence showing that the Government tried to negotiate a lower rate of 
interest on the grounds that the sanitary complexes were to be constructed in 
rural areas, Government's reply is untenable. 

Programme management 

3.6.6 Against 12618 complcxes5 to be completed under the scheme, 
only 8278 had been completed as or 26 March 2004. Information on the 
number of villages covered so far was awaited. Though Phase I of 
construction was proposed to be completed by March 2002, it was completed 
only in 2003-04. The Phase JI of construction due for complet ion in March 
2004 was commenced belatedly in January 2004, after obtaining loan from 
HUDCO in December 2003. 

3.6. 7 Test· check of records in three sample districts6 revealed delay 
in completion/putting into use of complexes, non-usage due to lack of 
electricity connect ion, poor/non-optimum use of constructed complexes and 
absence of maintenance due to non-involvement of user groups, as discussed 
below. 

,._ In 1123 out of 1365 complexes test-checked, time taken for 
construct ion exceeded the period of three months allowed in the work orders 
issued for completion. Of this, completion time of 603 complexes was more 
than six months, leading to postponing the intended benefit s. Delays ranging 
upto six months were noticed in 559 ( 41 per cent) out of the 1365 complexes 
test-checked. Jn case of 136 complexes ( IO per cenr) the delay exceeded six 
months. 

> Government attributed (December 2004) the delay in completion of the 
complexes to delay in select ion of sites, delay in fmalisation of tenders and 
prevalence Q.f severe drought conditions. 

4 12.5 per cen1 for tl1e period 10 January 2002 to 31 December 2002. With effect from 
I January 2003 the interest rate was reset at I 0.25 per ce/1/. 
Of which 7725 taken up under ISCW and balance under MLACDS, TSC etc. 
Yellore, Vi llupuram and Thiruvallur. 
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" Twenty nine complexes in the three test-checked districts constructed 
between September 2002 and January 2004, were not put to use mainly due to 
lack ol eleclricily cunm;clion. Perusal of Eit:clricily cards furnished in respect 
of 642 complexes out of the records of I 079 complexes test checked in two 
districts (Yellore and Yillupuram) revealed that (a) there was no consumption 
of power in respect of 169 complexes (26 per cen t), (b) power was consumed 
only for a brier period in 71 complexes ( 11 per cent) and ( c) no entry (except 
the initial reading) was made in the cards of 55 complexes (nine per cent ). 
Since all the sanitary complexes have been provided with motor pump, 
consumption of electricity is a must for provision of water. The above 
mentioned 295 complexes may therefore be construed as not put to use 
optin1ally, rendering the expenditure or Rs 5.90 crore incurred on them largely 
unfruitful. Copies of Electricity cards, were not produced to Audit fo r 437 
complexes ( 41 p er cent) in these two districts. 

;.... Government clariried (December 2004) that in some cases there was 
no electricity consumption because of scarcity of water in the borewel ls. 

r As per the approved drawing, one pump room was provided for each 
complex for installation of motor. However, in 536 complexes in Yellore and 
Yillupuram Districts where submersible pumps were provided, there was no 
necessity for such pump rooms. Yet, expenditure of Rs 28.83 lakh had been 
incurred towards construction of pump rooms. Government 's reply 
(December 2004) stating that the pump room was necessary for the safety of 
the electric meters, is not tenable as a metal box with a locking arrangement 
covering the meters would have sufficed. 

Non-participation of user groups in maintenance 

3.6.8 ORD instructed (June 2002) that expenditure on maintenance 
be borne by user groups by forming a Corpus fund and making monthly 
contribution to the fund by the user families. Information collected in respect 
of 689 complexes (Thiruvallur:266 and Vellore: 423) revealed that 
expenditure on maintenance was met by user groups for 238 complexes, the 
expenditure for 222 complexes was met either from the personal funds of the 
Presidents of the Panchayat Union or from Panchayat funds. The continued 
incurring of such expenditure by Panchayats would cause additional financial 
strain on ,their lin1ited resources. In respect of the remaining 229 complexes, 
the concerned BDOs did not have any information as to how the maintenance 
expenditure was met. Government stated (December 2004) that out of grants 
received from Xl Finance Commission, it had earmarked Rs 1000 per complex 
per month for maintenance of the complexes. 

Monitoring 

3.6.9 As per the guidelines issued (December 200 I) by Government, 
Block Level Committees (BLC) were to be formed for monitoring the 
construction, post-construction and maintenance of the complexes and the 
same were required to be convened once a quarter. Out of 56 Panchayat 
Unions7 in the sample districts, Committees . were formed in 23. The 
remaining 33 Unions had not furnished any details about the formation of 
committees. As Committees were formed belatedly in l 6 Unions (between 
September and November 2003) and no meetings were held by six BLCs, the 
purpose of their formation viz. monitoring the construction and maintenance 
was not largely achieved. Government stated (December 2004) that user 
groups a_nd BLCs had since been constituted in the three districts test-checked. 

Thiruvallur: 14, Ydlorc: 20 and Vi llupuram: 22. 
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Conclusions 

3.6.10 Non/meagre consumption of power in most of the complexes in 
the sample districts indicated non-optinmm use of the complexes. User groups 
were not involved in the maintenance of complexes. Incorrect classification of 
loan under urban infrastructure led to avoidable interest. Loan obtained fo r 
payment of interest was improper and the loan obtained for Administration 
and Supervision charges was unjustified. 

Recommendations 

-, Necessary action has to be taken urgently for putting the unutilised 
complexes to use. 

,. User groups should be motivated to form and utilise Corpus fund to 
maintain the complexes. 
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·AN.IMALHlJSBANDRY AND FISHERIES DEPARTMENT 

3.7 Droug.ht Relief Measures in Animal Husbandry Department 

Introduction 

3.7.1 Government of lndia (GOI) sanctioned (December 2002) Rs 20 
crore, for drought relier measures from National Calamity Contingency Fund 
(NCCF) to the State towards !odder. The State nodal oflicer viz. Special 
Commissioner and Comm.issioner for Revenue Administration (SC & CRA), 
forwarded (December 2002) the detailed proposals prepared by the Secretary, 
Anin1al Husbandry and Fisheries Department (AHFD) fo r uti lising this 
amount for drought relier measures under five components' to the State Level 
Committee (SLC) fo r Calamity Re lief Fund Scheme (CRF). Based on SLC's 
approval (December 2002). Government sanctioned (January 2003) Rs 20 
crore and the SC & CRA was required to obtain and send utilisation certificate 
(UC). Secretary, A.HF Department directed his District Officers to complete 
all the works within two months. 

3.7.2 Records or AHFD in Secretariat, OClice of SC & CRA, 
Directorate of Anin1al Husbandry (DAH), Directorate of Veterinary Services 
(DYS) and the connected oflices in four districts2 (out of 29 districts) 
including the district Col lectorates were test-checked. The check revealed 
irregular allocation and utilisation of funds for long term benefits in violation 
of norms for Calam.ity Relief Fund, belated and piece-meal releases for new 
schemes, non-provision of funds for drinking water facilities for all districts, 
poor protection of livestock against diseases and poor impact of infrastructure 
works in farms as brought out in the succeeding paragraphs. 

Irregular utilisation of funds for long term benefits 

3.7.3 Though GOI sanctioned Rs 20 crore from NCCF fo r fodder 
development, SLC based on the proposal of Secretary, AHFD, apportioned the 
amount to provision of drinking water facility (Rs 4.70 crore), protection of 
livestock against diseases (Rs 5.30 crore) and establishment of infrastructure 
for development of fodder inputs (Rs ten crore). Although the funds for 
drought received under CRF are for providing immediate relief, half the funds 
were proposed by DAH for establishment of infrastructure, which is for long 
term benefit. 

Belated and piece-meal release of funds 

3. 7.4 Government in Revenue Department requested (December 
2003) SC & CRA to obtain UC for the amount utilised and to surrender the 
unspent amount out of Rs 20 crore to Government account as all the districts 
had received sufficient rainfall and AHFD had not utilised major portion of the 
funds allotted. The SC & CRA, in turn, also requested (December 2003) the 
Secretary, AHFD to arrange for surrendering the unspent balance amount out 
of Rs 20 crore to Government account inlmediately and to send the UC for the 
amount uti lised so far. However, this was not done even ail.er the receipt of 

Protection of li vestock against diseases, Infrastructure for fodder inputs development 
in large farm s and small farms, fodder development in villages and provision of 
d rinking water faci lities in Panchayat Unions. 
Coimbatore, Dharmapuri , Kanchecpuram and Thanjavur. 
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Chapter Ill - Per.for111ance RevieH(~ 

instructions from Government and SC & CRA for surrendering the unspent 
amount, Rs 78.GO lakh was released by DAH as additional fonds in January 
2004 for execution of works in farms and to two District Collectors for 
infrastructure development for fodder inputs although substantial unutilised 
funds were lying with them. Also, Government issued (January 2004) orders 
for releasing Rs 76. 10 lakh to the Principal Chief Conservator or Forests 
(PCCF), Chennai for sinking 79 borewells to tap ground water for elephants 
and other wild Life and DAH released this amount to PCCF in January 2004. 
Based on Government order (May 2004) and the subsequent release order or 
SC&CRA, DYS transferred (June 2004) Rs 1.51 crore to Rural Development 
Department for the purpose or fodder cultivation in grazing grounds/ 
poramboke lands through the District Rural Development Agencies/Self Help 
Groups (SHGs) and remitted Rs 6.24 crore into Government account (June 
2004). Such belated and piecemeal sanction and transfer indicated the absence 
of definite and decisive plans to combat drought. 

3.7.5 DAH attributed the delay in utilisation of fonds mainly to delay 
in supply of vaccines, poor storage capacity in AHO and non-completion of 
development works by Agricultural Engineering Department. In the meeting 
held on 15 December 2003, SC & CRA instructed AHFD to complete the 
works before 31 January 2004. Thus, the objective of provision of inm1ediate 
relief to the people aiTected by drought remained largely unachieved despite 
expenditure of Rs 12.20 crore (Appendix XXVIII). 

Non-provision of funds fur drinking water supply facilities for all 
districts 

3. 7 .6 Though 28 districts were declared as drought affected, funds 
for borewells were proposed (December 2002) by Secretary, AHFD in 22 
districts only. Subsequently SC & CRA recommended (October 2003) the 
proposal of Secretary, AHFD , for additional provision of drinking water 
facilities in Pudukottai District at a cost of Rs 16.60 lakh and in the remaining 
six districts (216 borewells in 72 Panchayat Unions (PUs)) at a cost of 
Rs 1.62 crore. Government in Revenue Department did not approve this 
proposal on the grounds that (a) the above works would have been taken up 
already by AHFD and (b) almost all the districts have since received sufficient 
rainfall. Thus, the failure of AHFD in assessing initially the exact requirement 
in all districts resulted in non-sanction of fonds for the works proposed in 
October 2003 to combat water scarcity at the required time. 

Poor protection of livestock against diseases 

3.7.7 On the grounds that shortage of feed and fodder will reduce 
vitality and inmmnity to diseases of cattle, Secretary, AHFD proposed 
(December 2002) to protect 25 per cent of the cattle population of 2.10 crore 
in 22 districts against major diseases like Foot and Mouth Diseases (FMD), 
Black Q~arter and Haemorrhagic Septicaemia at a cost of Rs 5.31 crore. After 
SLC's approval, Government included this component in their order in 
January 2003 . The basis for covering only 25 per cent of the cattle population 
and for leaving six districts out was not available on record. 

3.7.8 The sanctioned amount of Rs 5.3 l crore (calculated @ Rs ten 
per anin1al) was later decided to be utilised for protecting the livestock against 
FMD only. The amount was released in April 2003 to Tamil Nadu Medical 
Service Corporation Limited (TNMSC) for supply of about 75 lakh doses, 
with a request to supply 25 lakh doses each in June and September 2003 and 
the remaining in December 2003. TNMSC supplied doses costing Rs l.70 
crore (at the rate of Rs 6.25 per dose) between August 2003 and May 2004 and 

105 



Refund of Rs 3.61 
crore out of Rs 5.31 
crore released. 

As a result of slow 
implementation of 
works, there was no 
impact on tackling 
the prevalent 
drought. 

A 11dit Report (Ci vi/) /or the year ended 31 March 2004 

the same were distributed by DAH. Though DAH proposed to vaccinate 82.51 
lakh cattle, the receipt and distribution of 27.20 lakh doses from TNMSC 
indicates that only 33 per cent of the proposed target was achieved. TNMSC 
re!Unded (March 2004 and June 2004) the unutilised amount of Rs 3.61 crore 
to the DYS who in turn remitted the. same into. Government account in June 
2004. 

3. 7.9 TN MSC attributed the non-supply to the policy of Government 
of India not to produce Tetravalent Foot and Mouth Vaccine from 2004-2005 . 
The DYS stated (September · 2004) that the Tetravalent vaccine has been 
produced and supplied only aft.er April 2004 and TNMSC had written that 
fresh tenders had to be called for further supply. 

Poor impact of Infrastructure works in farms 

3.7.10 Perusal of connected records revealed that neither SLC nor the 
department proposed a time frame for completion of works. As a result, the 
implementation of work was very slow and there was little impact on tackling 
the prevalent drought, as none of the farms had produced or supplied fodder as 
required (except about 75 tonnes produced and utilised in Hosur and 51 tonnes 
in Chettinad farms). 

3.7.11 The value of work done in three out of five large farms viz. 
Hosur, Chettinad and Eachenkottai, as compared to the funds released was 
only 79, 72 and 84 per cent respectively at the tin1e of surrendering funds (May 
2004). The department approved works in the farm at Abhishekapatti only in 
October 2003, and as of May 2004 the works were executed to the value of 32 
per cent of the amounts released. 

Conclusions 

3.7.12 Out of Rs 20 crore provided by GOI towards calamity relief 
measures, Rs ten crore was provided for works of long tem1 nature in violation 
of CRF guidelines, of which Rs 7.38 crore3 were used without any benefit for 
tackling the prevalent drought. Out of the remaining amount of Rs ten crore 
earmarked for protection of livestock against diseases and provision of 
drinking water facilities only Rs 6.32 crore were utilised. 

Recommendations 

~ Funds from Calamity Relief funds should be utilised only for 
immediate relief 

>- Definite and decisive plans should be identified and iniplemented for 
combating the drought in all districts declared as drought affected. 

The above points were referred to Government in April 2004. Government 
stated (December 2004) in their reply that long term works were taken up for 
finding a permanent and sustainable solution to the problem. This reply is not 
tenable as the funds from CRF are given only for providing in1mediate relief 
according to the norms specified by GOI. Such long term measures which 
strengthen the capacity to withstand drought have to be executed by utilising 
regular funds allotted to the department. Government has again been 
addressed (January 2005) to offer their specific remarks on all the audit 
conm1ents. 

Including Rs 76.10 lakh released (January 2004) to PCCF and Rs 150.14 lakh 
released (June 2004) to DRD. 

106 

& 



' 

, 

2-1-20 · 

CHAPTER IV 
AUDIT OF TRANSACTIONS 



.. 



.. 

CHAPTER IV 

AUDIT OF TRANSACTIONS 
Audit o f transactions of the Departments of Government, the ir lleld 
forma tions as weil as that of Lhe aut0nomous bodies brought o ut several 
instances or lapses in management or resources and failures in the observance 
o r the norms or regularity, propriety and economy. T hese have been presented 
in the succeeding paragraphs under broad objective heads . 

[ 4.1 \>Vasteful/unfruitfuJ expenditure 

MUNICIPAL ADMINISTRATION AND WATER SUPPLY 
DEPARTMENT 

CHENNAI METROPOLITAN WATER SUPPLY AND SEWERAGE 
BOARD 

4.1.1 Unfruitful expenditure ill e.Y:ecutiug an cmviable Project 

Commencement of a project for renovating sewage without obtaining a 
firm commitment from beneficiary industries resulted in unfruitful 
expenditure of Rs 138.93 crore including interest. 

Under the Chennai Sewerage Renovation and Functional Improvement Project 
(Project), the Chc1u1ai Metropolitan Water Supply and Sev,;erage Board 
(Board) proposed (April 1994) to (a) lay an Efiluent Conveyance System 
(ECS) for pumping secondary treated sewage from Koyambedu to 
Kodungaiyur, (b) construct Tertiary T reatment and Reverse Osmosis Plants 
(TTRO) of I 00 millio n litres per day (mid) capacity fo r sewage renovation at 
Kodungaiyur and (c) lay Permeate Conveyance Pipeline (PCP) for conveying 
the renovated sewage from the TTRO to various industries in Manali area for 
industrial use. 

As this infrastructure wo uld become wasteful if the industries fai led to draw 
the renovated sewage, the Central Public Health and Environmental 
E ngineering Organisation (CPHEEO) of Government of India, in May 1994 
and while technically clearing the Project in August 1994, instructed the Board 
to obtain written commitment from all the major. industries that they wo uld 
Lake the entire I 00 mid o r reno vated sewage fo r the next 25 years at a realistic 
rate determined by the Board from tin1e to time. T hough the Board obtained 
(May 1994) written requirement for 128 mid from fi ve· industries, none of 
them gave a firm written commitment during the meetings held with them on 
five occasions during August 1996 to November 1998. In fact, many 
industries went back on their original requirement, some installed their own 
desalination plant and the to tal demand got reduced to 21 mid in December 
1998. 

Meanwhile, the Board arranged (February 1995) rmancial assistance by way 
of loan from Japan Bank for International Cooperation (Bank) and obtained 
administrative approval for the Project from Government in February 1998. 
The Board also finalised the agreement in November 1998 fo r ECS and PCP 
components with a firm for Rs 31.87 crore plus Yen 125.65 crore 
(approximately Rs 38.36 crore) for execution on turnkey basis. In spite or 
poor demand, the Board proposed (May 1999) to continue the Project and 
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supply renovated sewage to the new industries that would come up in the area. 
As no such development o f new industries occurred, the Board, in September 
1999, resolved (a) not to go ahead with the construction of TTRO, (b) to 
continue the execution of ECS and PCP, (c) to utilise the pipes laid under ECS 
for transporting excess sewage from Koyambedu Trea tment Plant to 
Kodungaiyur Treatment Plant and (d) to utilise the pipes laid under PCP fo r 
transporting fresh water to industries. The Bank mission, which visited in 
December 1999 to review the justification, decided to fo reclose the assistance 
to the Project as there was no firm demand for renovated sewage. 
Consequently, the Board abandoned (February 200 I) the PCP component. 

The Board obtained loan assistance of Rs 96.77 crore from the Bank and spent 
Rs 84.03 crore (March 200 I) . The pipes were laid for 15 kilometres (km) out 
o r 16.4 km under ECS and for 3.75 km out of 28.75 km under PCP. As the 
Board commenced (September 2003) the construction of a 60 mid treatment 
plant to treat excess sewage at Koyambedu itself, the possibility or utilising 
the pipes laid under ECS was also ruled out. Thus, the fa il ure o r the Board to 
get fir m commitment from industries fo r renovated sewage as instructed by 
CPHEEO resulted in unfruitful expenditure of Rs 84.03 crore. Besides, the 
Board also paid Rs 54.90 crore as interest till March 2004. 

The matter was referred to Government in May 2004 ; reply had not been 
received (December 2004). 

TAMIL NADU WATER SUPPLY AND DRAINAGE BOARD 

4.1.2 Unfruitful expenditure on a sewerage scheme 

Defective execution of works for augmentation of the sewerage system 
and its poor maintenance defeated the objective of prevention of pollution 
of Ooty lake despite expenditure of Rs 12.45 crore. Besides, 
Rs 1.42· crore was spent for cleaning the lake. 

To prevent pollution to the lake at Udhagamandalam (Ooty) by leakages from 
the existing sewerage system and raw sewage from the uncovered areas 
through Kodappamund Channel, 1he Tamil Nadu Water Supply and Drainage 
Board (Board) completed the work of Restricted Sewerage Scheme (RSS) in 
November 1998 at a cost of Rs 12.45 crore. The Municipali ty was reluctant to 
take over the scheme fo r maintenance as there were defects in the planning 
and execution of the scheme as detailed below: 

r The level of water closets in houses was below the level or sewerage 
lines laid. 

:,.... Co llapse o f manho les. 

,.. Hydraulic testing o r the sewer system was not done and joints were not 
plugged properly. 

r Board had neither repaired nor relaid the existing old drainage system 
and trunk sewers. 

).;. There was no main trunk sewer for link ing drainage connection. 

However, the Municipality had to take over (October 2000) the scheme on the 
directions of the Governn1ent and spent Rs 13 lakh during 200 I to 2003 to 
carry o.ut rectification works such as inter-linking the sewers, laying parallel 
sewer along the existing sewers to increase the capacity and construction o f a 
weir "to divert flow of the Kodappamund Channel into a co llect ion. well for 
onward transmission to treatment plant. 
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Scrutiny by Audit revealed the following: 

(a) The Board had under RSS made provision for sewerage connections to 
only 3960 houses as assessed in April 1993. Due to omission or certain 
dwelling ho uses and addition o r new houses subsequently, 5000 house 
connections were not covered by the Municipality. Consequently, against the 
designed sewage co llection or 8.32 million litres per day (mid) in 200 I , the 
act ua l sewage collected was only 2.96 mid . Thus, the system was not put to 
optimum use. The Board decided to implement another underground drainage 
scheme and appointed a consultant in December 2003 for preparat io n or 
detailed Project Report. 

(b) Improper connections between houses and street sewers made by the 
Municipality resulted in sullagc from houses in some areas discharging 
directly into the C hannel. 

(c) As the pipes laid by the Municipality to divert the !low from 
Kodappamund Channel were at a higher level, they require to be dismantled 
and rectified. 

(d) There was back flow or sewage into the lake as the pumps at the 
collection well were not operated during night hours. 

(e) As there was continuous flow or pollutants in the lake, Public Wo rks 
Department (PWD) was entrusted with the work or cleaning or the lake 
through Bio-remediation technique. The PWD took up cleaning work and 
spent Rs 1.42 crore uplo March 2004. 

Government stated (October 2004) that the defects in the execution of the 
scheme were rectified by the Municipality and construction or the weir across 
the Kodappamund Channel prevented the entry of sullagc water into the lake. 
Government further contended that a ll the houses in the scheme area were 
given sewerage connection and the sewage generated by the present 
population of 58000 in the scheme area was treated and pollution is 
completely prevented in the lake. The content ion or the Government is not 
tenable as: 

(i) the PWD reported (December 2003) to the Municipality that the 
purpose of construction of weir was defeated due to its defoctive execution, 

( ii) the Secretary, Municipal Administration and Water Supply D~partment 
after his visit to Ooty in September 2003 directed the District Co llector 
(December 2003) that the remaining 5000 houses' service connections should 
be given by February 2004, 

(iii) as against the sewage of 5.20 mid generated by the present population 
o r 58000 and the sewage generated by the floating population, only three mid 
were treated under the scheme and 

(iv) the Tamil Nadu Pollution Contro l Board observed (April 2004) that 
unless the flow or raw sewage thro ugh the Kodappamund Channel was 
stopped, the pollution of the lake would continue. 

Thus, due to defective execution or the sewerage system by the Board and 
poor maintenance by the Municipality, the main objective or preventing 
pollution of Ooty lake was not achieved even after spending .. Rs 12.45 crore. 
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PUBLIC WORKS DEPARTMENT 

4. 1.3 Wasteful expenditure due to poor i11vestigatio11 

Carrying out rehabilitation works of tank bund without proper 
investigation resulted in wasteful expenditure of Rs 5.04 crore which 
included avoidable extra e~'}>enditure of Rs 1.21 crore due to allowing 
excess lead for transportation of red earth and cost of earth. 

The earthen bund o f the Willingdon Reservoir in Thittakkudi Taluk o r 
Cuddalore District, constructed in 19 13-23, had shown distress bet ween LS 1 

2 100 metre (m) and LS 2300 m at various times which were repaired rrom 
tin1e to time. In o rder to provide a lasting solut ion for this problem, 
Government rdcrred the rehab ilitation or the Reservo ir to the Dam Safety 
Review Panel (Panel). Based on the measures suggested by the Panel, the 
Department carried o ut repair works during 1995 to 1997 at a cost or Rs 5 1.87 
lakh, but cracks and slips developed again on the bund in the same section. 
The Panel, after inspecting the tank embankment, decided (May 1998) that the 
slippage was only a result of slip failure of the slope and recommended 
strengthening or the embankment. Pending preparation or detailed drawing, 
the Department carried out (August 1998 to October 1998) part!/ the 
measures recommended by the Panel at a cost of Rs 30.27 lakh, but the bund 
again sank during November 1998. 

The Chier Engineer, Design Research and Construction Support, after carrying 
out soil tests, reported to the Panel (May 1999) that the soil at the bottom of 
the distressed portion comprised clay of high plasticity and any additional 
improvement to exist ing embankment wo uld not so lve the problem. He 
suggested that either the existing bund be removed and rebuilt or another bund 
of 50 m length be constructed downstream parallel to the existing bund. 

The Panel, after inspecting the site, rejected (July 2000) the above proposal on 
the gro und that the slip profile did not indicate failure due to foundat ion and 
the tests d id not show high sub-so il pressures. The pane l recommended 
carrying out stability analysis and certain additional remedial measures. In 
August 200 1, the Chief Engineer, Chennai Region reported to the Panel that 
laboratory tests on the soil for the embankment and foundation confirmed the 
earlier stand of fo undation failure . The Chairman or the Panel, however, 
replied (August 200 I) that the test results were unrealistic and recommended 
that the so il tests be repeated by two independent and recognised agencies. 
Immediately thereafter (September 200 1) the Department requested the Indian 
Institute of Technology, Chennai and Regional Engineering College, Trichy to 
take up the soil tests in the distressed portion. However, the tests were 
conducted only on the emban kment and toe portio n so ils and not on 
foundation soil. 

Meanwhile, tenders had been called for (May 200 1) based on suggestions 
made by Panel in May 1998 and July 2000. Without conducting tests on 
foundation so il, the tendered work was awarded to a contractor in September 
200 I. When large-scale slippage was noticed in December 200 I, the Panel and 
a Geo-technical consultant were requested to identify the nature of the 

Longitudinal Section 
Construction of rock toe and stone revetmt:nt on the upstream side after restoring the 
slope with pervious material and excavation of a toe drain on the downstream side 
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problem. The Geologist of the Panel after inspecting the site in January 2002 
reported that the near liquid slate of the foundation soil could trigger slips in 
the embankment slope. The Geo-technical consultant also opined (January 
2002) that the sickness of the embankment was mainly due to presence of 
weak clay bed and improvement could be made only by stabilisation of 
foundation . 

Jn March 2002, the Panel concluded that there was clear indication of seepage 
of now tlu·ough dam foundation and suggested installation of compacted c lay 
quicklime columns in addition to works awarded in September 200 I . These 
wo rks were completed in March 2003 at a total cost of Rs 5.04 crore but large­
scale distress occurred in the same area in April 2003 and many works just 
execu ted were damaged resulting in rendering the expenditure of Rs 5.04 crore 
largely wasteful. The fo undation was not strengthened as or March 2004. 

Further, though the quarry from which the red earth required for embankment 
work was to be transported was only six km from tank bund, the Department 
provided a lead of 25 km in the tender schedule on the ground that the road by 
shorter route was not motorable. It was, however, noticed that this road was 
motorable as per the traffic census conducted in 1999. Further, as red earth 
was quarried free of cost, inclusion of cost of earth in the contract was 
erron~ous. These factors resulted in avoidable extra expenditure of Rs 1.21 
croreJ incurred out o f Rs 5.04 crore for the works. 

The matter was referred to Government in May 2004; reply had not been 
received (December 2004). 

HIGHWAYS DEPARTMENT 

4.1.4 Unfruitful expe11diture on a contributory work 

Commencement of work without completing acquisition of land and 
obtaining the required contribution in full from the refinery resulted in 
expenditure of Rs 2.86 crore being largely unfruitful. 

Government sanctioned (May 1999) Rs 3.65 crore towards widening and 
strengthening the existing Alappakkam railway feeder road and Alappakkam­
Periakuppan1 road to the project site of a proposed petroleum refinery. The 
work also included formation of a new approach road for a length of 383 
metre (m) to join the Alappak.karn railway feeder road with provision for the 
construction of a high level bridge to handle the heavy density of traffic. The 
work, split into five slices for early completion, was contracted out between 
September 1999 and November 1999 for completion by May 2000. The work 
was stopped due to non-acquisition of land in certain reaches and Rs 3.11 
crore was spent by March 200 l . The following observations are made: 

(i) A sketch showing the present stage of the work is given below: 

Excess lead : Rs 1.0 I crore and cost of red earth : Rs 0.20 crore 
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Alappakkarn . Periakupp;u11 Road 
Ch-2000 .. 3254 (Slice Ill J 

c::::J Works compktoo 

Works nol complelcd 

Alapp:lkk:un - Perialrnpp;uu Road 
C h-524 · 2000 (Slice 11 J 

i\Jappakklu11 Railw·•y r eeder 
Road Ch 0 - 524 (Slice IJ 

Ri:aligiurn.:11l l•onio11 
Ch 0 - 383 (Slice IV) 

A length of 636 m on Alappakkam-Periakuppam road and 210 m in the new 
approach road could not be completed as the owners of these lands refused to 
give consent for carrying out the work before payment of compensation. The 
proposals for acquiring lands in three relevant villages fo r the work were 
initiated (December 1999 and January 2000) by the Divisional Engineer (DE) 
only after awarding the work to the contractors. The Revenue Department, 
after calling for Government permission for acquisition and permission to 
acquire wetland, issued notification under Section 4( 1) of the Land 
Acquisition (LA) Act ·in respect of two villages in February and March 2002 .. 
However, the Revenue Divisional Officer, Cuddalore, did not obtain the 
concurrence of Hindu Religious and Charitable Endowments Department for 
acquisition of temple land included in the notification. Consequently, the 
declaration under Section 6 of LA Act could not be issued within one year 
from the date of 4( 1) notification as required under the Act and the land 
a~quisition proposals lapsed (March 2003). Jn respect of the remaining 
village, the Revenue Department pointing out differences in the Land Plan 
Schedules returned the proposals. The revised proposals were forwarded by 
the DE belatedly in January 2003. 

Meanwhile, Government passed the Highways Act (September 2002) 
empowering the Collector to acquire land required for formation of roads and 
framed Rules (June 2003) prescribing the procedures to be fo llowed. 
Consequently, the District Collector, Cuddalore ordered that all pending cases 
of land acquisition be brought under the new Act. The proposals to acquire 
the land required for the road were sent by the DE to the Revenue Department 
in April 2004. Further progress on acquisition of land is awaited. 

(ii) According to Government's sanction of May 1999, half of the cost of 
the work was to be contributed by the promoters of the refinery and deposited 
before commencement of the work. However, the Chief Engineer (General), 
Chennai, took up the work even before remittance of the contribution by the 
refinery. Of its share of Rs 1.83 crore, the refinery paid only Rs 25 lakh 
(November 1999). In spite of reminders, the balance amount was not paid. 
Government suffered an interest loss of Rs 80.58 lakh for the period from 
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April 2000 to June 2004 (at 12 per cent per annum) on Rs 1.58 crore spent by 
it on behalf or the refinery. Jncidentally, the construction work on the refinery 
was slowed down by the promoters due to financial constraints. 

Thus, commencement or work without (a) firming up availability o r land and 
(b) obtaining the refinery' s contribution resulted in Rs 2.86 crore of 
Government funds (Rs 3.11 crore - Rs 0.25 crore) being blocked on a work 
whose purpose appears doubtfl1I. 

The maller was referred lo Government in June 2004; reply had not been 
received (December 2004 ) . 

PUBLIC WORKS DEPARTMENT 

4.1. 5 Wasteful expenditure due to defective designing of canal 

Designing a canal for a higher capacity than required had resulted in 
wasteful expenditure of Rs 97.85 lakh. 

Mention was made in paragraph 4.1.7. 1 o f the Report of the Comptroller and 
Auditor General of India - Tamil Nadu (Civil) for the year ended 3 1 March 
200 I regarding five schemes which were taken up to utilise the surplus water 
when both Vaigai Dam and Ramnad Big Tank fill up simultaneously, but were 
not successful for want of surplus water. Government sanctioned (May 1999) 
one more scheme to utilise the surplus water when both Yaigai Dam and 
Ramnad Big Tank fill up simultaneously. This scheme envisaged the 
excavation of 18111 canal in the Cumbam Valley for a length of38.95 kilometre 
(km) to feed 36 existing tanks and four new tanks in the va lley by diverting 
26.2 million cubic feet (mcl1) of water from Suruliyar river at 0.79 km from 
Pcriyar Power House for nine days and utilis ing 72. 73 mcft o f water realised 
from five small streams in the valley which did not have any ayacut. The work 
was split up into three reaches4 and entrusted to three contractors in March and 
June 200 I at a cost of Rs 15 . 73 crore for completion in 36 months. Due to 
change in alignment, delay in acquiring the land required and meagre 
allotment of funds, only 1.86 km of canal had been excavated and Rs 2.82 
crore spent as of June 2004. Audit scrutiny revealed the following: 

The canal was to carry 26.20 mcft of water in nine days in the first reach and 
98.93 mcft of water in the remaining reaches when water was realised from 
the streams. Therefo re, the canal should have been designed for carrying 34 
cubic feet per second (cusecs) in the first reach. However, the Superintending 
Engineer (SE), Plan Formulation Circle, Trichy designed the canal for 279 
cusecs uniformly for aLI the reaches. When the unnecessary larger width in the 
first reach was pointed out by the SE, Periyar Yaigai Basin C ircle, the SE, 
Plan Formulation Circle suggested (April 2000) change of design during 
execution. The SE, Periyar Vaigai Basin C ircle, however, did not revise the 
design of the canal and started (October 2001) excavating the canal to carry 
279 cusecs uniformly in all the reaches. The extra liability due to ·excavation 
of canal of larger width including cross drainage works in the first reach was 
Rs 3.51 crore . Considering the value of work executed so far (Rs 1.55 crore) 
in the first reach (contract value: Rs 5.56 crore) the wasteful expenditure 
worked out to Rs 97.85·1akh. 

The matter was referred to Government in May 2004; reply had not been 
received (December 2004). 

4 Reach I: Om to 10 km; Reach II: 10 to 24 km and Reach III : 24 to 38.95 km 
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HEALTH AND FAMILY WELFARE DEPARTMENT 

4.1. 6 Non- fu11ctio11i11g of three ~ye wards with operation theatres 

Non-functioning of three eye wards with operation theatres resulted in the 
failure to achieve the intended objective and unfruitful expenditure of 
Rs 88.88 lakh. 

The Public Accounts Committee in their 33 rd report (V I 1 Assembly) 
recommended simultaneous coordinated action for providing all the 
requirements including staff for putting the medical facilities to bcnc!icial use 
without delay. Assurance was also given by Government in August 1986 that 
the recommendation would be fo llowed in future . 

Under the World Bank assisted Cataract Blindness Control Project, 
Government or Tamil Nadu set up 35 eye wards with operation theatres and 
modern equ ipment during March 1998 to September 2001at a cost or Rs 13.25 
crore. Or these, three were established at a cost or Rs 88.88 lakh in the 
Government hospitals at Arcot, Kallakurichi and Thirukkuvalai for providing 
benefits to people or backward areas. 
Di.rector o r Medical and Rural Health Services (DMRHS) subrni11rd 
(November 1999) a consolidated proposal for Rs 1.09 crorc to\\ :.ird .... rccun 1 1 1~ 
and non-recurring expenditure fo r two eye wards (Thirul-,h.u' ab1 : 1111.~ :\rl • •l l. 
No proposal was sent for the eye ward at Kallakurichi . Go' crn111l·111 r•:,11: -. 11 .. ·d 
(March 2000) DMRHS to fill up the posts required for the 1 hrl·l· n\-.; \ :1nb 
either by redeployment or by surrender of equivalent nurnbLr u '· :i. . ..,b. 

DMRHS intimated (April 2000) his inability to redeploy or to surrender 
equivalent number of posts and requested for creation of new posts. DMRHS 
followed up his request till February 2002 through reminders. However, no 
orders were issued by Government (October 2003). 

Audit observed that the above three eye wards were not functional due to non­
posting of stafT on regular basis as detailed below: 

Na·u1.e of the }· D~te tn:10{ Io.fo't ~9sf: .. ·· :·~uinb~r or •. J're.°s_ent st~tus reg~rdi1lg utilisat.io.ri of _,·. 
Hospital · :: \~hichuot ·· htcui'red :. :. ~peration5 - ·~qu_ipmeut/ward · · · 

.:fu1i~tional . (Rs i~ lakh}''. •performed .•.• :.:· ' 

Thi rukkuvalai 15 .05. 1999 29.84 9(2000) No staff was attached except a surgeon during 
12. 12. 1999 to 24.06.2002. Equipment is kept 
in a s toreroom. T he eye ward was being 
utilised for general out p<;ti ents. Patil!n ts with 
eye ailments arc being n:ferred to the District 
Headquarters Hospita l 

Kall akurichi 2 1.11.1 998 27.27 NIL No staff was attached . A surgeon from 
Puthupettai Primary Health Centre was 
attending once a week. 

Arcot 10.06.1999 3 1.77 1999: 132 
2000 :500 
200 I : 36 
2002: NIL 
2003: NI L 

Equ ipment was trans ferred to Government 
Hospita l, Arakonam and Government 
Pentland Hospital. \i<.:llon : after 200 I. Ward 
was bl! ing utilised for the treatment of 
outpatients on general side. 

Thus, non-deployment of required medical/para medical staff had rendered 
expenditure of Rs 88.88 lakh incurred on establishing eye wards with 
operation theatres largely unfruit fu l. 

The matter was referred to Government in July 2004; reply had not been 
received (December 2004). 
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AGRICULTURE DEPARTNIEN T 

4. 1. 7 U11fruitful e.'Cpe11diture 0 11 co11structio11 of a11 oilseed storage godoum 

An oilseeds godown with air conditioning and dehumidifying facilities I 
constructed at a cost of Rs 66.48 lakh at Foundation Seed Production 
Centre, .\'lusarawakkam remains unutilised for more than six yea rs. I 
With a view to pro viding facili ties fo r stocking or foundation seeds before 
distribution to Agricultu ral Extension Centres, an oilseed storage godown with 
ai.r-conditioner and dehumidifier facilities was constructed at Foundation Seed 
Production Centre, Musarawakkam at a cost of Rs 66.48 lakh, under 
I 00 p er ce!1f Centrally Sponsored Oilseed Production Th.rust Project. The 
Public Works Department (PWD), through which the construction was 
undertaken, handed over the godown with the required fac ilities to Assistant 
Director of Agriculture (ADA), Musarawakkam Farm in December 1997. 
Whi le handing over, the PWD Electrical Division instructed that the elect rical 
equipment be operated at least once or twice every week fo r maintaining it in 
good working condition and that a wireman be employed on a regular basis fo r 
operation of the equipment. However, no staff had been appointed (March 
2004) inspite of request by ADA to Director of Agriculture as early as October 
1996. 

The godown constructed for storing oilseeds such as groundnut, sunOower, 
gingely, castor etc. and preserving them under the prescribed temperature, was 
kept unutilised, as o f March 2004. ADA informed (May 2000) the Director of 
Agriculture that this was because breeder seeds produced at the farms were 
immediately transferred to Agricultural Extension Centres and the cost of air 
conditioning the godown was prohibitive. The ADA stated (April 2004) in 
rep ly to Audit that necessity of storing of seeds in the godown did not arise 
from the date o f takeover as the seeds were distributed to the Agricu ltural 
Extension Centres within a period of one month based on the requirement. 

Thus, the storage godown constructed at a cost o f Rs 66.48 lakh (Civil Works: 
Rs 18.95 lakh and Electrical Works: Rs 47.53 lakh) was lying unuti lised 
without being put to suitable alternative use, even afler six years o f creation of 
the facil ities. The electrical equipment provided remained without operation/ 
maintenance. 

The matter was referred to Government in June 2004; reply had no t been 
received (December 2004). 

INDUSTRIES DE PARTMENT 

4.2. I Grant of co11cessio11 to power tariff to ineligible companies 

Government paid Rs 18.47 crore as concession to power tariff though no 
liability on account of such a commitment existed. 

Government signed a Memorandum of Understanding (MOU) with Mahindra 
and Mahindra Limited5 (Company 'A') in January 1996 and another with 
Hyundai Motor Company (Company 'B') in July 1996 for formation of 

Now ford India Limited 
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companies for manufacturing vehicles. According to clause 13 of the MOUs 
' the companies were entitled to all the incentives o ffered to industries set up in 
Tamil Nadu' which were outlined in a brochure "Incent ives offored by 
Government of Tamil Nadu to Industries" published by the Tamil Nadu 
Industria l Guidance and Export Promotion Bureau in June 1994 . The 
companies were also entitled to other incent ives ava ilable for 'Super Mega 
Projects' announced by Government in January 1996. 

One of the incentives available fo r new industries as per the brochure was 
concession to power tarilT by 40 p er cenr in the first year, 30 per cenr in the 
second year and 20 per cent in the third year subject to amendments issued by 
Government from time to time. The concession to the tari ff was to come into 
force from the date an industry was 'set up ' which in terms o r Government 
Order o r February 1993, was defined as the date on which connection under 
High Tension Tariff was given. However, the concessions to the tari ff were 
withdrawn in February I 997 for new industries set up on or aller 15 February 
1997. 

Company 'A' availed High Tension Power supply connection in April 1998 
and Company ' B' in February 1998, i.e., long a fl er the date from which power 
tarifT concession was withdrawn. Despite this, Government sanctioned 
concessional power tarilT in February/June 2002 and paid the two companies 
the amounts as reflected in the table below: 

Company A 

Company B 

Total 

7.02 

13.10 

(Rupees in crore) 

6.47 July 2002 t o December 2003 

12.00 February 2003 to December 2003 

. J,8.47 ' 

Government sanctioned tariff concession to the above companies on the 
ground that the MOUs represented an explic it commitment of the Government 
to the investor investing in the State. Scrutiny by Audit did no t indicate that 
any legal opinion was obtained by the Government to check ir indeed liability 
on account of an explicit commitment existed. 

The matter was re ferred to Government in July 2004; Government stated 
(October 2004) that the concession arose out of the MOUs and the State had to 
honour the commitment it made while attract ing investment in Tamil 1 adu. 
The reply is not tenable as (i) the setting up of the companies was afk r the 
withdrawal of the concession and (ii) the brochure cited in the MOUs clearly 
cautioned that incentives are based on Government orders inc luding 
amendments issued from time to time. · Thus, there was no exp licit and 
specific conmlitment arising from the MOUs for providing the concession. 

HIGHWAYS DEPARTMENT 

4.2.2 Avoidable extra expenditure due to adoption of lziglzer specifications 

The failure of the Chief Engineer and Director, Highways Resea rch 
Station to follow the latest census and the revised specifications in 
widening a nd strengthening the radial roads leading to Madurai resulted 
in avoidable extra expenditure/liability of Rs 9.46 cro re. 

The works of widening and strengthening 12 radial .. oads leading to Madurai 
City contracted out in September 2002 (11 works) and February 2003 (one 
work) were in progress and Rs 50. 70 crore were spent as o r April 2004. Audit 
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scrutiny revealed that the roads were designed adopting higher specifications 
leading to avoidable extra expenditure/ liab ility of Rs 9.46 crore as discussed 
below. 

(i) According to Indian Road Congress (I RC) specifications, the existing 
roads arc to be strengthened on the basis of projected traffic at the end of 
designed life computed with reference to commercial vehicles weighing three 
tons or more. The widening of roads depends upon the projected traflic at the 
end of designed life computed in terms of Passenger Car Units6 (PCU) 
determined with reference to all types 0 r vehicles . 

Contrary to IRC specifications, the Director, Highways Research Station, 
Chcnnai (HRS) who prepared the cstin1atcs in 1999-2000 considered 
20 per cent of vehic les weighing less than three ~ons also for arriving at the 
projected tranic for strengthening and adopted 1996 traffic census for 
determining the projected trallic in respect of nine roads instead of 1999 
census. As per the 1999 tranie census, there was a marked decrease in traffic 
in respect or live roads due to formation of a ring road in 1998, shifting of bus 
stand to Mattuthavani in 1998 and change in Oow of traffic to another road 
upgraded as Nat ional Highway from 1999. Besides, the IRC specifications 
were also revised in 200 I. When the Chief Engineer, Project 1, Chcnnai (CE) 
pointed out the necessity for revision of estimates (February 2002), the 
Director, HRS suggested adopt ion of the design already finalised to avo id 
delay in revising the estimates and in obtain ing revised sanction from 
Government. Due to adoption of higher design traffic, the Department 
strengthened fi ve roads7 and also widened four out of the five roads with 
greater thickness than that required as per IRC specifications. This resu lted in 
extra expenditure or Rs 2.5 1 crore and additional liability or Rs 1.27 crore on 
works to be completed. 

Government stated (December 2004) that there was no decrease in traffic due 
to the reasons stated by Audit and that the decrease in 1999 traffic census 
might be due to the traffic intensity prevailing at the time of census. The 
contention of Government is not tenable as the reasons fo r decrease in traffic 
were furnished by the Department and the CE also pointed out the need for 
revision of estimates based on the 1999 traffic census and to confo rm to 
revised IRC specifications. 

(ii) According to lRC specifications, if the projected traffic at the end of 
the design life was bet ween 6000 and 15000 PC Us, the width or the road 
should be 5.5 metre. In respect of two roads8

, though the projected tra tlic 
computed on the basis of 1999 traffic census was 10334 and 13852 PCUs 
only, these roads were widened to seven metre width resulting in extra 
expenditure of Rs 1.33 crorc and additional liability of Rs 32. 15 lakh. 

Government stated that in general, traffic will jump enormously after 
completion of a road and hence the road was widened to seven metre width. 

Passenger Car Unit is a method for accounting the interaction of various fast and 
slow movin g vehicles by expressing the capacity of the roads in terms of a common 
unit. 
Alagarkoil road, Palamedu road, Aruppukottai road, Melak.kal road and Thirunagar­
Palkalainagar road. 
Th irunagar-Palkalainagar roaq and Avaniyapuram-Th irupparankundram road. 
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This reply was not tenable since the width was arrived at based on the 
projected trallic at the end of the design life perio'd. 

(iii) The specifications of the composition to be adopted for paved 
shoulders9 have been prescribed by the Ministry or Road Transport and 
Highways. However, the CE designed the paved shoulders fo r six roads10 by 
adopting the composition provided !or widening the main carriageway. This 
resulted in an avoidable extra expenditure or Rs 4.03 crore. 

Government stated that in the six roads there was a mixed and congested 
traffic and the paved shoulders would be ut ilised by all types of tra f1ic . This 
contention is not tenable as these roads were widened adequately alter 
considering the projected traffic at the end of th~ ·des ign life period. 

4.2.3 Extra expenditure 011 provision of wearing course in excess of 
standards 

Provision of Bituminous Concrete in excess of standard requirement 
resulted in avoidable extra expenditure of Rs 6.33 crore. 

With a view to in1prove the riding quality of city roads, Government ordered 
(June 2002) transfer of 65 bus route roads from Chennai Corporation to 
Highways Department for improvement and maintenance. The Divisional 
Engineer, Saidapet (DE) took over the roads in September 2002 and spent 
Rs 3.68 crore during November 2002 to March 2003 fo r laying Dense 
Bituminous Macadam (DBM) of 50 millimetre (mm) thickness fo r filling 
potholes, dips and sunken portions and for providing wearing course with 25 
mm thick Semi Dense Bituminous Concrete. 

Meanwhile, the DE a lso prepared nine detailed estimates (September to 
December 2002) for improving these roads at a cost of Rs 29.20 crore. These 
estin1ates were based on the consideration that the existing riding surface had 
deep potholes, ruts, cracks and sunken portions resulting in the entire profile 
of the roads being disturbed. To in1prove the riding quality, provision was 
made for profile correction with DBM and 40 mm thick Bituminous Concrete 
(BC) as wearing course in all estimates. The works were awarded during 
March to April 2003 at an estimated cost of Rs 28.50 crore. _At the end of 
May 2004, seven works were completed, two works were in progress and the 
expenditure incurred was Rs 24.50 crore. 

The guidelines issued by the Ministry of Road Transport and Highways 
(MORTH) for in1proving the riding quality of roads provide for 25 mm thick 
BC as wearing course on roads with heavy vehicular traffic. Therefore, 
providing 40 mm BC was excessive and led to avoidable extra expenditure of 
Rs 6.33 crore (Appendix XXJX). The DE stated (February 2004) that 40 mm 
BC was to be provided as per lndian Road Congress (IRC) specifications fo r 
roads carrying heavy vehicle traffic. 

The above reply is no t tenable because the lRC specifications cited by the DE 
relate to construct ion of new roads and strengthening of roads with additional 
thickness only. For improving the riding quality or roads not requiring 

9 

IU 

Provided on either side of the road for overtaking manoeuvres, movement of slow 
moving veh icles and for lending structural support. 
Alagarkoi l road, Palamedu road, Aruppukottai road, Natham road, Thondi road and 
Avaniyapuram bye-pass road. 
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strengthening, !RC speci fications as well as MORTH guidelines stipulate that . 
only a thin surfacing (25 mm) as wearing course need be provided. 

The matter was referred to Government in July 2004; reply had not been 
received (Dc.cernber 2004). 

HANDLOOMS, HA NDICRAFTS, TEXTILES AND KHADI 
DEPARTMENT 

4.2.4 Avoidable extra expenditure 

Payrpent for cloth for uniforms for students without accounting for the 
elongation of cloth during processing, resulted in extra expenditure of 
Rs 2.98 crore. 

Government of Tamil Nadu introduced in 1985-86 a scheme ' Free Supply of 
Uni fo rm ' for students studying in Standard I to VJl l in the schools covered by 
' Nut ritious Meal Programme'. Commissioner of Handlooms and Textiles 
(CHT) procured the cloth fo r uniforms from Tamil Nadu Textile Corporation 
(TNTC), Coimbatore and Tamil Nadu Handloom Weavers Co-operat ive 
Society (Co-optex) , Chennai, and delivered it to the District Social Welfare 
OCTicers (DSWOs) for getting the uniforms stitched. 

Supply rate for the cloth to be purchased was arrived at by the CHT afler 
taklng into account yarn rate, weaving charges, sizing charges, margin to 
primaries, processing charges, handling charges etc., to Co-optex and TNTC. 

The weaving of the cloth was done by handloom/ power loom societies and 
processed by processing units. In the course of processing, cloth gains in 
length. In the -absence of industrial norms for such elongat ion, it was fixed 
mutually each year between the processing units and the suppliers i.e. TNTC 
and Co-optex. The percentage of gain due to elongation agreed to was as 
below: 

(Per ceut) 

. :·. 
... ByTNTC 

1999-2000 . 20"00-01 2001.,.oi ... ··1999-2000 . 700Q-01 .. idOt-Oi 
Khaki drill (for half-pant) 2 2 3.25 1.40 2.90 

Blue casement (for skirt) 3.1 4 3.40 3.95 

Blue Dhavani (hal f-saree) 2 

White Sh irting (for shirt, 2 2.5 2 .5 
blouse/choli) 

Settlement of claim to TNTC/Co-optex without reducing the extra quantity 
gained through elongation, resulted in an avoidable expenditure of Rs 297.69 
Jakh (TNTC: ~s 84.04 lakh and Co-opLex: Rs 2 13.65 Jakh during 1999-02) 
vide Appendix XXX. 
On being pointed out by Audit, CHT stated that TNTC and Co-optex utilised 
the benefit accrued out or elongation for compensating processing losses such 
as fents, rags and seconds and to meet their handling charges. The reply is not 
tenable as .the costing included charges separately towards processing and 
handling costs incurred by TNTC/Co-optex. 
On the above matter being pointed out , Government stated (December 2004) 
that as elongation is not a defmite parameter, it is not necessary to take this as 
a component fo r arriving at procurement price. The reply of the Government 
is not tenable as the same percentage of elongation as agreed to between the 
processing mill and TNTC/Co-optex while fixing the price could have been 
adopted .. 
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HIGHWAYS DEPARTMENT 

4.2.5 Avoidable expe11di111re 011 a co11sulta11cy colltract 

Entering into an open ended contract with vital omissions with a foreign 
Consultant and delay in providing him necessary data and facilities 
resulted in avoidable expenditure of Rs 2.97 crore. 

The Project Director (PD) of Tamil Nadu Road Sector Project appointed a 
foreign Consultant (May 1997) for preparation of the Project Report (Phase 1) 
for obtaining loan from World Bank and extended the agreement by way or 
variation orders (November 1998 and August .2000) for additional work 
(Phases IA and IB). The PD signed the contract without having it vetted by 
the Law Department. 

The Consultant completed Phases I and lA in June 1999 and part of Phase IB 
in March 2001. Against the contract value of Rs 24.45 crore for these works, 
the Consultant was paid Rs 22.59 crore (March 200 I) . Mention has been 
made in paragraph 4.1.6.4.1 (i) of the Report of the Comptroller and Auditor 
General of India - Tamil Nadu (Civil) for the year ended 31 March 2002 
regarding (i) overpayments due to duplication of works included in Phase IA 
and 18 and (ii) non-adherence to cost ceilings. 

Subsequent scrutiny in Audit revealed that in April 2001 , the Consultant raised 
a supplementary claim for additional expenditure· incurred for Phase I and IA 
and release of withheld amounts under Phase IB for a total amount of Rs 11.04 
crore before the arbitrators. Based on the arbitration award (February 2003), 
the Department paid (September 2003) Rs l 0. 79 crore. As explained in the 
subsequent paragraphs, out of the amount paid, Rs 2.97 crorc is attributable to 
various lapses on the part of the Department. 

>- The general conditions of con~ract stipulated that the cost ceilings in 
local and foreign currency should not be exceeded and additional payments, if 
any, should be made to the Consultant to cover any additional expenditure not 
envisaged in the cost estin1ate. After completion of Phases I and IA the 
Consultant preferred supplementary clain1S over and above the monthly 
clain1s. The PD restricted the clainlS to ceilmgs fixed in the contract. 

>- The Consultant's claims before the arbitrators comprised (a) the 
rejected clain1s and (b) additional clain1s relating to works not. envisaged in the 
cost estin1atc, change in scope of work during execution and delayed/incorrect 
supply of inputs by the Department. The Consultant also contended that the 
contract was only a rein1bursible contract and the actual tin1e taken for each 
item of work at the rate prescribed wa·s to be paid irrespective of the contract 
value. The PD agreed before the arbitrators that it was a rein1bursible 
contract. As the contract did not indicate the man-months required for each 
item of work, milestones required to be achieved at different points of tin1e 
and the monthly claims also did not indicate the man-months employed for 
each item of work, the PD could not refute the extra man-months clain1ed to 
have been employed for the additional works as well as for the works included 
in the contract. Consequently, the arbitrators ordered payment based on the 
extra man-months employed as claimed by the Consultant. 

);;:-- . The award included Rs 1.44 crore for extra tin1e clain1ed by the 
;consultant due to changed/delayed/ incorrect inputs furnished by the PD. As 
explained in Appendix XXXl, this payment was avoidable. 
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,.. The negotiated contract value for Phase I and IA included preparation 
or Land Plan Schedules for acquisition of land required lo r the work and 
pegging or centre line by the Consultant. However, these items were omitted 
to be intluded in the cost schedule of the agreement. As the Consultant had 
not prepared the Land Plan Schedule, the PD withheld Rs 75 lakh being the 
amount spent by the Department on this work. The Consultant claimed 
reimbursement of this amount along with the expenditure of Rs 23.84 lakh 
incurred on pegging or centre line. The arbitrator allowed both the claims 
accepting that these did not form part of the agreement. Thus, their non­
inclusion in the cost schedule resulted in extra expenditure of Rs 98.84 lakh . 

,.. Rupees 1.66 crore out of Rs 2.43 crore (Rs 1.44 crore + Rs 0.99 crore) 
was paid in Australian Dollars and due to increase in the exchange rate 
bet ween the dates payable and actually paid, the Department incurred 
additional expenditure of Rs 35.20 lakh. 

,.. Though the contract with the Consultant provided for the preparation 
or ReseLLlement Rehabilitation Action Plan (RAP) by March 2001 , the 
Consultant did not prepare it even by March 2002. Consequently, the 
independent review of the Project as envisaged could not be completed timely 
by the second Consultant. Thjs led to the Project Director having to pay 
Rs 18.55 lakh to the second Consultant for the delay. The Department could 
not claim this from the first Consultant due to absence of penal provision in 
the agreement. 

Thus, entering into the agreement without adequate scrutiny of its terms by 
Legal Department and avoidable delay in providing inputs resulted in 
avoidable payment of Rs 2.97 crore to the Consultant. 

The maller was referred to Government in June 2004; reply had not been 
received (December 2004). 

MUNICIPAL ADMINISTRATION AND WATER SUPPLY 
DEPARTMENT 

CHENNAI METROPOLITAN WATER SUPPLY AND SEWERAGE 
BOARD 

4.2.6 Unfruitful expenditure due to deficiencies in strengthening of 
distribution network 

Leakages in distribution network . despite its strengthening at a cost of 
Rs 32.75 crore resulted in the sub-optimal use of pumping capacity 
created and unfruitful expenditure of Rs 1.44 crore. 

The Chennai Metropolitan Water Supply and Sewerage Board (Board) 
constructed the Water Distribution Station for Choolain1edu Zone under 
Second Chennai Water Supply and Sewerage Project to supply l 05 million 
litres per day (mid) of treated water envisaged for the population of 2011. The 
Project envisaged, among others, (a) pumping of treated water directly into the 
distribution network to the consumers for four hours every day c:tnd (b) 
strengthening of the distribution network by replacing pipes over a length of 
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131 kilometre (km) and lining of pipes with cement mortar wherever required 
to increase their capacity to withstand pressure. The strengthening work 
commenced in May 1999 was completed except flushing of about 22 km and 
expenditure of Rs 32.75 crore was incurred. The functioning of the Station, 
which was commissioned in May 2001, revealed the following: 

,. Based on the designed peak flow or the distribution network, the 
Pumping Station was designed to pump 15.12 million lit res or water per hour 
(mlh) by operating four pump sets simultaneously (two more pump sets were 
to be kept as spare). However, when commissioned, the newly laid pumping 
main and the delivery network developed leakages forc ing the Board to 
operate only one pump to maintain lesser pressure. Even with this reduced 
operation, leaks were developing regularly (May 200 I to May 2004) forcing 
stoppage of pumping fo r attending to the leakages. 

During the periods when there was no water shortage the Board could pump a 
maximum of 51.05 111Jd of water using just one pump running fo r 23 Y:? hours. 
The Area Engineer stated (May 2004) that the pumps were operated at lesser 
efficiency due to deficiency in the delivery network. As the Board could 
utilise only one pump set, the remaining five pump sets were kept idle. 
Allowing one more pump set as spare, the expenditure of Rs 1.16 crore 
incurred on procuring four pump sets remained unfruitful. Besides, the 
distribution network strengthened at a cost of Rs 32.75 crore could not also be 
put to optin1um use due to leakages. 

On being pointed out, the Government contended (September 2004) that all 
the pump sets could not be used due to water shortage. This contention is not 
tenable as the Board could use only one pump set even during the periods 
when there was no water shortage. 

r To run the four pump sets and motors, the Board obtained a contracted 
demand of 1200 KVA from Tamil Nadu Eiectricity Board (TNEB) in July 
2001 . Due to operating constraints, the maximum KV A reached between July 
2001 and December 2003 was only 432 KV A. The Board requested for 
reduction of contracted demand to 600 KVA in July 2002 and TNEB reduced 
it from January 2004. As TNEB charged with reference to approved 
contracted demand, the Board had to incur an avo idable expenditure of 
Rs 27 .92 lakh upto December 2003. 

PUBLIC WORKS DEPARTMENT 

4.2. 7 Extra financial commitment due to execution of 111111ecessary work 
and allowing higher rates 

1 
Increase in the width of the jeep track without any justification and 

; allowing higher rates than admissible for the quanti ty of earth conveyed 
! from longer distances resulted in avoidable extra commitment of 

Rs 1.12 crore. 

The work of providing irrigation facilities to 58 villages situated m 
Usilampatt i Taluk of Madurai District was approved by Governn1ent in 
October 1996 for Rs 33.81 crore. The work envisaged, among other things, 
excavation of a high level main canal for 27.20 kilometre (km) from Vaigai 
reservoir with left and right branch canals of 22.08 km. The work was split up 
into 14 sub-works and they were taken up bet ween February 1999 and October 
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2000. As there was large scale increase in the quantity of earthwork during 
execution, the Chief Engineer, Madurai (CE) sent a revised estimate (January 
2002) fo r Rs 78.40 crore which is pend ing with Government fo r approval. 
Fund restrict ion and land acquisition problems affected the progress o f work 
and Rs 21.88 crore was spent as of February 2004 . Test-check or the 
execu tion of two sub-works on which Rs 8.05 crore was spent, revealed the 
fo llowing: 

(i) The sanctioned estimate fo r excavation or high leve l canal 
contemplated fo rmation o r jeep track mainly with borrowed earth for a widt h 
o r 3.30 metre (m) in the reaches km 0 - 3, km 3 - 11.65 and km 12.25 - 16.30 
fo r inspection purposes. The cart track, Panchayat Union road and forest road 
already ava ilable in the remaining reaches were to be linked to the jeep track. 
During execution, the CE instructed (June 2000) to provide jeep track in the 
right branch canal also. Though the Depart ment fo rmed jeep tracks fo r 
inspection purposes fo r a width or 3.65 to 4 m in other projects, the 
Superintending Engineer, Designs circ le, Chennai instructed (February 1998) 
to provide the jeep track fo r a width or five metre. Accordingly, the Executive 
Engineer, Periyar Improvements Division Vil , Madurai formed 5111 width jeep 
track in km 3 - 6.78 of main canal and km 0 - 6.5 or right branch canal 
involving increase in the quantity o r earthwork. The CE, while preparing 
revised est in1ate, however, allowed only 3.3 m jeep track fo r the remaining 
reaches. Thus, the fo rmat ion of the jeep track with larger width in a portion of 
the work was not justifiable and resulted in extra financial commitment of 
Rs 85 .86 lakh. 

(ii) Due to non-availability o f sufficient quantity of earth, the contractor 
conveyed only 94452 cubic metre (cu.m) of earth fro m the stipulated area 
within one kilometre (km) fo r executing work in km 3 - I 1.65 of main canal 
and conveyed 2.70 lakh cu.m from seven km and 2.07 lakh cu.m from I 0 km. 
Though the agreement provided fo r deri ving the rates wi th reference to current 
schedule or rates without tender premium for the quant ity of earth conveyed 
from longer distances, the Superintending Engineer, Periyar Yaigai Basin 
Circle, incorrectly appro ved higher rates with reference to schedule o r rates 
adopted in the estin1ate allowing tender premium for earth to be conveyed with 
seven km lead. However, the rate fo r conveying earth with I 0 km lead was 
derived as per agreement. The incorrect derivation of rate resulted in extra 
commitment 11 of Rs 25.84 lakh fo r 2.70 lakh cu.m of earthwork executed so 
far by conveying earth with seven km lead. 

The matter was referred to Government m May 2004; reply had not been 
received (December 2004 ). 

4.2.8 Avoidable expenditure due to non-acquisition of land 

Failure to investigate field conditions, follow the prescribed procedu re 
before sending Land Plan Schedules and poor co-ordination with 
Revenue Department caused abnormal delay in land acquisition and 
caused avoidable expenditu re of Rs 1.09 crore. 

The Chennai City Waterways Project sanctioned by Government in August 
1998 included iniprovcments to surplus courses12 o f Madhavaram, Red hills, 
Korattur and Chembarambakkam Tanks by acquiring 117.15 hectares (ha) o f 

II 

12 
Pending approval of Revised Estimate, only part rate was a llowed. 
Water way for carrying surplus water from the tanks. 

123 



Audit Report (Civil) .for the year ended 3 I March 2004 

Government and private lands. The work along with two other sub-works 
which did not involve land acquisition, were entrusted to a contractor in July 
1999 for completion in 21 months. The work conm1enced in September 1999 
but could not be completed mainly due to non-acquisition of requ ired land. 
Out of Rs 14.60 crore spent (November 2003), Rs 1.09 crore related to 
escalation in prices for the works executed aller the agreement period (Rs 0.34 
crore) and compensation for non-handing over or site in time to the comractor 
(Rs 0.75 crore). Audit scrutiny revealed the fo llowing reasons for the delay in 
acquisition or land. 

(i) The Chief Engineer, Chennai (CE) accorded sanction (March 1999) for 
the work without conducting detailed investigations. The Land Plan Schedules 
(LPS) ::.l:nt lu ihe Revc..:nuc Dt:parlmenl wt:re rt:Lurnc<l (June 1999 and October 
1999) as the lands were not demarcated, LPSs were not prepared separately 
for Government and private lands, Government approva l for acquiring wet 
lands was not obtained, provision for cutting measurements were not made in 
lield sketches and intervention or outer ring road was not considered while 
deciding alignment. During the field investigat ions conducted for rectilying 
the defects, the Department found that the original LPSs did not consider the 
built-up areas in the alignment and the land requirement for widening the 
canals and flood banks. As there were lar~-scale variations in the 
requirement or land for the work, the CE obta ined (December 200 I) approval 
of Government for acquiring 230.56 ha or land. As there were variations in 
survey numbers, the CE obtained (January 2003) another revised sanction fo r 
acquiring 209 ha of land for the work. During the survey conducted by the 
Revenue Department, the actual area of private land and Government land 
required for the work was found Lo be 98 ha and I 02 ha respecti vely. 

(ii) Though the Revenue Department was allowed 150 days from the date 
of receipt of LPS for acquiring land under urgency clause of Land Acquisition 
Act, there was undue delay in conducting survey and finalising the acquisition 
proceedings. Only three hectares of private land were handed over and the 
remaining land was under various stages o r acquisition as of May 2004. The 
Department also did not obtain consent letters from the landowners fo r 
handing over the land to the contractor for continuing the work. Further, 
Government lands, which conslilule<l more than 50 per cem of the to tal land 
requirement were not alienated and handed over to the contractor. 

Thus, the Department failed Lo investigate the field conditions, send LPSs as 
per the prescribed procedures and coordinate with the Revenue Department fo r 
timely acquisition of land required for the work. This resulted in an avo idable 
expenditure of Rs 1.09 crore to Government. 

The matter was referred to Government in June 2004; reply had not been 
received (December 2004). 

HJGHWA YS DEPARTMENT 

4. 2. 9 Ex~ra cost due to injudicious rejection of lowest "a/id tenders 

Rejection of the competitive bids received for const ruction of two Road 
Over Bridges resulted in extra liability of Rs 77.38 lakh. Besides, the 
achievement of the objective of easing out traffic congestion in railway 
level crossings was delayed. 

With !t view to ease traffic congestion at the three Level Crossings (LC) 
leading to Kovilpatti town and for safety, Government sanctioned (Octobe1= 
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2000) construction or Road Over Bridges (ROB). The portion or the bridges 
above the railway Jines were lo be constructed by Railways \Vhilc the 
remaining portion of the bridges were to be constructed by the Department. 
The Railways completed their part or the construction or the bridges at LC 43 7 
(ROB 1) and at LC 440 (ROB 2) in July 2002 and March 2003 respectively. 
As the remaining portion or these bridges were not constructed by the 
Department, the construction of bridge at LC 439 (ROB 3) was kept in 
abeyance to maintain now or tranic. Audit sc rutiny revea led the following 
failure in finalising the tenders for ROBs by the Department. 

The estimates, prepared on the basis or 2001 -02 Schedule of Rates (SR) fo r 
ROB I and ROB 2 were sanctioned by the Chief Engineer, Designs and 
Investigat ion, Chennai in January 2002 and tenders, on percentage basis, were 
called for by the Superintending Engineer, Project I Circle, Madurai (SE) in 
May 2002. The lowest tenders of Nagarjuna Construction Company Limited 
( 19.6 per cent and 19.7 per cent above estimated cost) were negotiated by the 
SE to 9.70 per cent excess over the estin1ates. On the ground that the 
prevailing market rates of 2002-03 were higher than that of 2001-02 SR, the 
SE recommended the negotiated tenders to the Chief Engineer, Project 1, 
Chennai (CE) for acceptance. ln response, the CE instructed (August 2002) 
the SE for further negotiation. Thereupon the tenderer reduced the rate to 8.90 
per cent over estimated cost. This \vas not considered adequate by the CE and 
he ordered (October 2002) re-tender. 

In the second tender calls (October 2002) the same tenderer was the lowest ( 12 
per cent excess over estimate) and on nego tiation he ollered (December 2002) 
Rs 3.85 crore for ROB 1 and Rs 4.86 crore for ROB 2, which were 4.90 
per cent excess over the estimate. However, the SE rejected these rates 
without referring them to CE. Scrutiny by Audit revealed that during this 
period the CE had accepted a tender for another ROB involving a premium of 
6.35 per cent. 

There was no response to the third tender calls and the offers of the same 
tenderer which were the lowest ( 14.95 per cent excess over the estimate) in the 
fourth call (February 2003) were also rejected by the SE due to higher tender 
premium. In the fifth tender calls (June 2003), the lowest negotiated ofTers of 
Rs 4. 15 crore for ROB 1 and Rs 5.33 crore for ROB 2 ( 13.10 and 14.62 
per cent excess over the estimated rates) from the same tenderer were 
reconm1cnded (October 2003) by the SE on the grounds that (i) the tender 
premium would be 8.98 per cent over the estimate as per SR 2003-04, 
( ii) there was increase in the market trend, (iii) there were agitations by the 
public and political groups against delay in conm1encernent of work especially 
as the Railways had completed their works long back and ( iv) the work of 
ROB 3 was held up. 

At this stage the CE called for (October 2003) explanation from the SE for 
suppressing the facts regarding the receipt of competitive offer in the second 
call thereby misguid ing him. Responding, the SE stated that the omission was 
only acc idental. Accepting this, the CE recommended the latest otlcrs, which 
were approved by the Commissionerate o f Tenders (November 2003). The 
works, conmienced in December 2003, were scheduled fo r completion _in 18 · 
months. 

~ 

Thus, the imprudent and injudicious rejection of the competitive bid received 
in the second tender call by the SE resulted in extra liabi lity of Rs 77.38 lakh. -
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In addition, the achievement of the objective or casing out traffic congestion 
was delayed in spite or completion o r the railway portion o r the bridges in July 
2002 and March 2003. 

The matter was reported to Government in May 2004; Government stated 
(December 2004) that the SE might have rejected the tender received during 
the second call (October 2002) probably taking into account the pattern o r 
tender practice prevailing at that t ime. The reply was no t tenable as the CE 
had accepted a tender invo lving a premium of 6.35 per cenr at that time. 
Moreover, the CE called for spec ific explanation o r the SE for hiding the lacts 
and the latter also accepted the o mission. 

MUNICIPAL ADMINISTRATION A ND WATER SUPPLY 
DEPARTMENT 

CHENNAI METROPOLITAN WATER S UPPLY A ND SEWERAGE 
BOARD 

4.2.10 Avoidable extra expenditure in purchase of liquid chlorine 

Failure to accept the unconditional offer in purchase of liquid chlorine 
resulted in avoidable extra expenditure of Rs 27.92 lakh. 

The Chennai Metropo litan Water Supply and Sewerage Board (Board) called 
for tenders in October 200 I fo r the supply of 2 100 Metric J'onne (MT) o f 
Liquid chlorine spread over a period o f one year. Four firms1

.) participated in 
the tender. As all the tenders were conditional and the bid documents 
prohibited accepting conditional o ffers, the Board requested (November 200 I) 
the tenderers to withdraw their specific condit ions. Only Tamil Nadu Petro 
Products L imited (TPL) and Sree Rayalaseema Alkalis and Allied Chemicals 
Lin1ited (RACL) agreed to waive their conditions and their tenders alone were 
evaluated. While TPL agreed to supply 900 MT at the rate of Rs 3502. 16 per 
MT, RACL agreed fo r supply at the rate of Rs 401 2.80 per MT. As the rates 
o f these firms were much less compared to the previous year' s rate o f 
Rs 8582.88 per MT, the Purchase Manager proposed that (5 January 2002) 
orders be placed with TPL fo r 900 MT and with RACL fo r 1200 MT. 

While the Finance Director recommended nego tiation with RAC L to match its 
rate with TPL, the Tender Scrutiny Committee recommended nego tiatio n with 
Chemfab Alkalis Limited (CAL) fo r withdrawing their ·conditions o f loading 
and unloading at Board 's cost and price escalatio n clause for freight charges as 
their basic rate were co mparable to that of TPL. Accordingly, the Nego tiation 
Committee constituted fo r this purpose, called (January 2002) all the fo ur 
tenderers for negot iation. While TPL expressed their inability to supply in 
excess of 900 MT, RACL informed that they were unable to match with the 
rates of TPL. The Managing Di.rector p laced orders with T PL for 900 MT in 
January 2002. 

Though CAL did not come for negotiation and refused to furnish the details of 
loading and unloading charges and their formula fo r escalation, the Purchase 
Manager worked o ut the loading and unloading charges departmentally and 
arrived at an all inclusive rate o f CAL. As this was less than the rate of 
RACL, on the directions o f the Managing Director, order for 1200 MT was 

I ) Tamil Nadu Petro Products Limited, Chemfab Alkalis Limited, Sree Rayalasecma 
Alkalis and A lli ed Chemicals Limited and Kothari Petrochemicals Limited . 
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placed on CAL on ! 2 February 2002. As the validity of their offer had 
expired on 3 February 2002, CAL refused to supply. The Board disqualified 
the tenderer for one year and in order to meet their urgent requirement, re­
tendered in May 2002. The lowest negotiated offer of RACL at the rate or 
Rs 11559 per MT was accepted and the Board purchased 370 MT by 
December 2002. 

The action of the Managing Director in placing the supply order with CAL in 
spite of their failure to come for negotiation and in rejecting the unconditional 
oflcr or RACL, resulted in avo idable ex tra expenditure or Rs 27.92 lakh. 

The matter was referred to Government in May 2004; Government stated (July 
2004) that (a) in view of the price advantage over the then market rate the 
conditional tender of CAL was accepted and (b) order was placed on CAL 
because under the Tamil Nadu Transparency in Tenders Act the tender was 
valid upto 13 February 2002 (90 days from the date of opening the tender). 

Placing order on CAL is not justifiable as (i) the ofTer of CAL was valid only 
fo r 90 days from the date of their offer (6 November 200 1 ), (ii) the validity 
was no t got extended, (iii) CAL did not come forward for negotiation and 
(iv) RACL confirmed their rate in final negotiation in spite of increase in the 
market rate. 

1.··4~$/n:;_.::.;:::·~·~~l{Ing 'ot· funds: .:\.:::}".':. :\_;::'(: .\ ::::;::::.:t::·:':::::;:-:::::::::::.::: .f1:::::.:·::_:::::•·:::::::)::rn::::j:.:·:/,1:::;=::::':f::::;:~:::::;t::;t:::::::.:·''.:'.:·::·(:·.::::!.;::l 

FIOUSING AND URBAN DEVELOPMENT J)EPARTMENT 

4. 3.1 Blocking of funds due to non-allotment of jlatslhouses/plot, ·by-..., 
Government . 

Failure to implement the High Court order for allotment of flats/houses/ 
plots under Government Discretionary Quota resulted in blocking of at 
least Rs 26.13 crore. 

Paragraph 6.5 of the Report of the Comptroller and Auditor General oflndia -
Tamil Nadu (Civil) fo r the year ended 31 March 1995 mentions non-allotment 
of flats/ houses/plots ( 11 43 housing units valuing Rs 15 .80 crore) under 
various housing schemes of Tamil Nadu Housing Board reserved for allo tment 
under Government Discretionary Quota (GDQ). The Committee on Public 
Undertakings (COPU) recommended (May 2002) that Government should ltx. 
a time iimit for a llo tment under GDQ and hand over the unsold housing units 
to the Board thereafter for further sale. Scrutiny of the records of the Board 
and the Government revealed the following: 

Jn August 1997, Government issued guidelines regarding categories of people 
who would be eljgible fo r allotment under GDQ. In November 1998, the High 
Court rukd that units n.:s1,;rv1::J undl.!r GDQ were to bt: allot ted to eligible 
categories through tendering or open auction. Government, however, did not 
take any action on this order. Jn July 1999, the Board requested the 
Government to release the housing units reserved under GDQ in schemes that 
had high demand (i.e. all other units had been so ld) so that they could be so ld. 
Government, however, rejected these proposals (March 2003 ). 

Meanwhile, based on the orders of the High Court and the recommendations 
of COPU, the Board sent proposals (May and November 2002) to allo t the 
units reserved under GDQ by calling for tenders and to fix a tin1e lin1it of one 
year for allotment of these units by Government. Pending dec ision on these 
proposals, the Government stated (July 2002 and March 2003) that the 
existing system should continue. In May 2003, the Government included 
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some more categories or persons as eligible for a llotment under GDQ, but did 
not issue any orders on the proposals of the Board (May 2004). 

It was seen that 1750 Oats/houses and 3358 plots (va lued at Rs 113.22 cro rc) 
reserved under GDQ rcnmincd unallottcd as or April 2004; or these 377 
flat s/houses constructed during 1984-85 to 2002-03 and 1104 plots developed 
during i 996-97 to 2001-02 valued at Rs 26.13 crore were in schemes which 
had high demand. The action or the Government in retaining the powers or 
a llotment o r Bats/houses/plots in contravention or High Court order and its 
fai lure to fix time limit as recommended by COPU resulted in block ing up or 
Board 's limcls or at least Rs 26.13 crorc . 

On being pointed out (July 2004), the Government contended (August 2004) 
that the huge pendency was due to general inf1ation, lack or demand and 
competition from private builders and there wou ld be no loss to the Board as 
the price al the time or allotment includes interest till the date or allotment. 
These contentions arc not tenable as the Audit observat ion is limited to units 
remaining unallotted in schemes in which the Board had sold all unreserved 
units and the Board, under orders or Government had waived (January 200 I) 
the capitalisation or interest till the date or sale for the units constructed prior 
to June 2000. 

ADI DRAVIDAR AND TRIBAL WELFARE DEPARTl1JENT 

4.3.2 Blocking of Government of India assisw11ce 

Due to incorrect estimation by State Government Rs 11.46 crore was 
received in excess from Government of India for the scheme "Free supply 
of bicycies to SCiSTiSCC girl students of Class XI and Xll" which 
remained unutilised for more than two years and led to avoidable interest 
liability of Rs 4.23 crore. 

With the objective or preventing dropout s in higher secondary education by 
SC/ST/SCC girl students due to lack of mobility, State Government 
introduced a scheme "Free supply or bicycles to Scheduled Caste 
(SC)/Scheduled Tribe (ST)/Scheduled Caste Convert (SCC) girl students of 
Class XI and XII" in July 200 I. 

Purchase of bicyc les was to be made centrally through a purchase committee 
with the Commissioner of Adi Dravidar Welfare (ADW) as Chairman. At the 
district level, District Collectors were responsible for in1plementation of the 
scheme. 

The Commissioner of ADW sent a proposal to Government in July 200 I for 
supply of 80000 bicycles to eligible students at a cost or Rs 14.35 crore which 
was accepted by the State Government for the academic year 2001-02. 
However, State Government submitted a proposal to Government of India 
(GOI) in January 2002, requesting a sum of Rs 20 crore for covering 80000 
students. Accordingly, Additional Central Assistance (ACA) for State Annual 
Plan 200 l -02 amounting to Rs 20 crore (Loan: Rs 14 crore and Grant: Rupees 
six crore) was received in February 2002 from GOI. A sum of Rs 7.69 crore 
was spent for 56525 bicycles purchased for 2001-02 and State Government 
furnished utilisation certificate (UC) for this amount to GOJ in March 2003. 
Thus, the State Government obtained assistance of Rs 12.31 crore in excess of 
requirement. 

The State Government received a sum of Rupees six crore (Loan: Rs 4.20 
crore and Grant: Rs l.80 crore) for 2002-03 and spent Rs 6.85 crore. 

·· Accordingly, at the end of 2002-03, total unspei:it balance available was 
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Rs 11.46 crore and the interest liability @ 12 per ce111 was Rs 4.23 crore for 
period up to September 2004. 

Test-check of 11 66 cases relating to 15 schools in Tirunclveli and Vellore 
districts, revealed 262 students (22 per cent) who were either availing free bus 
pass or were residing in hostels in the same campus in which the school was 
situated were given free bicycles though they were ineligible under the 
scheme. The irregular expenditure on these 262 bicycles works out to Rs 3.56 
lakh. 

The matter was referred to Government in July 2004; Government in reply to 
Audit slated (August 2004) that the balance of Rs 11 .46 crore of ACA 
available was uti lised for other priority schemes in the same sector. However, 
intimation of this di version has not been sent to GOl. 

Hence, utilisation or unspent amount of Rs 11.46 crore !o r other schemes 
constituted unauthorised diversion. 

INFORMATION AND TOURISM DEPARTMENT 

4.3.3 Irregular parking of Government funds outside Government Accou/lf 

To avoid lapse of budget grant sums of (a) Rupees five crore pertaining to 
schemes awaiting sanction (drawn in March 2004) and (b) Rs 40 lakh 
(drawn in March 2002) were deposited in bank accounts. 

(a) In the. Budget Estimates and Revised Estimates for 2003-04, provision 
for a sum of Rs 8.0 I crore was made for creation of infrastructure facilities at 
various Tourist Centres. While Rs 2.05 crore were released during the year, 
sanction orders in respect of 33 schemes for which Rs 5.96 crore were 
provided were pending issue towards the end of the year. 

With a view to avoid lapse of budget provision for the pending schemes, the 
Commissioner of Tourism (CoT) requested on 29 March 2004 that a sum of 
Rs 5.96 crore (including Government of India share of Rs 93 .61 lakh) may be 
drawn as Advance under Article 99 of Financial Code and deposited in the 
bank account operated by the Department of Tourism. Accordingly, 
Government sanctioned the drawal of Rupees five crore as advance on 31 
March 2004 and cheque for this amount was deposited in a Current Account in 
Indian Bank, in the name of Directorate of Tourism. 

This deposit vio lated Article 39 of Tamil Nadu Financial Code which 
prohibits appropriation of funds by transferring to a deposit to prevent lapse of 
funds, for the reasons mentioned below: 

(i) Article 99 of Financial Code relates to Temporary Advance for the 
purpose of meeting contingent expenditure which is generally of a small 
amount. The advance drawn by CoT related to significant expenditure on 
schemes that had not even been approved on the date of drawal of the 
advances. 

(ii) The scheme head of account was debited even before the sanction of 
the . scheme, while the amount remained unutilised in the bank account. 
Consequently, the expenditure accounts would be overstated and misleading. 

CoT replied (Ju1y 2004) to Audit that (a) the drawal was made to meet the 
contingency situation and for ensuring speedy completion of works to ,avoid 
escalation in costs and (b) as Government subsequently sanctioned works 
valuing Rs 1.05 crore between April 2004 and July 2004, Rs 3.95 crore were 
remitted to Government in July 2004. Though Government stated (September 
2004) that the practice of drawal of funds in advance by CoT and keeping the· 
drawn funds outside Government account was as per their directions issued in 
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June 1983, the sa id order permitted drawing of1iccrs to deposit the 
undisbursed money in excess or Rs I 000 in a sav ings bank account opened for 
the purpose. However, this irregularity relates to drawal or huge funds for 
schemes even before their sanction which constitutes a gross violation o r 
financial principles. ..., 

(b) Based on the proposal of CoT, the State Government sanctioned 
(December 200 I) Rs 40. lakh to the Collector, Sivaganga for deve lopment or 
infrastructural facilities'" in the Heritage area o r Karaikudi Municipality, 
Sivaganga District. instead or drawing and disbur ing the sanctioned amount 
in instalments as work progressed the Collector, Sivaganga dre"" the 
sanctioned amount of Rs 40 lakh in March 2002 and deposited in a savings 
bank account with State Bank or India, Sivaganga. 

District Munsif Court , Devakottai had banned (June 1983) construction or any 
building in Maharnonbupottal. Karaikudi. In February 2003 , a sum of Rs 10 
lakh was released lo Karaikudi Municipality fo r executing the works other 
than the work in banned area. These works have not commenced as yet (June 
2004). 

The Commjssioner, Karaikudi Municipality sent (July 2003) ano ther revised 
proposal to CoT through Collector for taking up new works at total cost of 
Rs 40 lakh, including two in the banned area. Simultaneously, the 
Municipality sought the opinion of their advocate on the legality of executing 
the works in Maharnonbupoual. Decision on the proposals sent to CoT in July 
2003 had not been taken (June 2004). As a result, Government funds of Rs 40 
lakh and interest of Rs 3.30 lakh earned in the ~avings bank account continued 
to remain outside Government account. 

\Vhen the matter was referred to Government in August 2004, Government 
stated (November 2004) that the implementation of the scheme is being 
delayed due to administrative reasons. 

RURAL DEVELOPMENT DEPARTMENT 

4.3.4 Irregularities in the implementation of Self Sufficiency Scheme 

Non-maintenance of accounts of the scheme for the State as a whole by 
the Director of Rural Deve!opment resulted in non-ascertaining of details 
of unutilised funds of Rs 2.69 crore with IO DRDAs as of March 2004. 
Expenditure of Rs 63.01 lakh was incurred for purchase of furniture in 
violation of Government instructions. 

With the objective of strengthening self reliant altitude of the rural community 
through educat ing people to identify their requirement through 'gram sabha' 
and planning fo r creating community assets like school building, bridges, road 
works etc., State Government has been implementing a Self Suf1iciency 
Schcme15 since 1997-98. The scheme is funded through (a) public 

14 

15 

(a) Modern urinals at two places in Kallukani area (Rupees one lakh), (b) 
Improvement of tax i stand at Kallukatti (Rupees three lakh), (c) Pa rki ng Zone at 
Kall ukatti (Rupees one lakh), (d) Modern toilet at Maharnonbupotta l (Rs 15 lakh), (c) 
Compound wall around Maharnonbupottal (Rs 15 lakh) and (f) Deep bore well s wi th 
motor and pump room at Muthupattinam area (Rupees fi ve lakh) 
The schl.!me origina lly implcmentl.!d as Namak.ku Name Thittam (NNT) si nce 
1997-98, was renamed as "Village Self Sufficiency Scheme" in August 2001 and 
'Thanniraivu Thittam' in July 2002. 
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contribution in cash and kind and (b) financial assistance by Government. 
Director or Rural Development (ORD) implemented the scheme through the 
Project 011iccrs of the District Rural Development Agencies (DRDAs). 

Government allotted Rs 40 crore in 2001-02 and sanctioned release 
(December 200 I) or Rs 20 crorc to 28 DRDAs and Chennai Corporation. 
Subsequent ly, Government decided (January 2002) to fund the scheme for 
200 1-02 through loan with the project period as January lo June 2002 and 
autho rised (March 2002) the DRD to obtain loan o r Rs 24 crorc from Housing 
and Urban Deve lopment Corporation (H UDCO) through Tamil Nadu Rural 
Housing and Infrastructure Development Corporation (TNRHC). In March 
2002, Government withdrew the sanction of December 200 I for release or 
Rs 20 crore and sanctioned the balance Rs 16 crore from State funds. 

The loan amount or Rs 23.72 crorc (net or front end fee , etc.) was deposited by 
T RHC into a Personal Deposit Account and was distributed to 28 DRDAs in 
May 2002 under Government order. The State share o r Rs 16 crorc, 
sanctioned in March 2002, was not released fo r want or ways and means 
clearance from Finance Department till October 2002. Government issued a 
fresh sanction in November 2002 for this amount and accordingly Rs 14.50 
crore were distributed to 28 DRDAs and Rs 1.50 crorc to Chennai Corporation 
in February 2003. 

Perusai of records revealed the fo iiowing. 

(i) Accounts or the scheme for the State as a whole were neither available 
with ORD nor Government. Thus, the extent or unutilised funds available 
with the DRDAs inc luding that arising from public contribution was not 
available. 
(ii) Audit scrutiny in respect of 14 DRDAs revealed that as of March 2004 
Rs 2.69 crore were lying unutiliscd in I 0 DRDAs including Rs 1.67 crore with 
DRDA, Salem. The heavy balance at DRDA, Salem was due to drawal or 
Rs 1.1 9 crorc originally sanctioned by Government in December 2001 Lhat 
was subsequently cancelled in January 2002. As Government/Department did 
not take into account this withdrawal, it released Rs 1.08 crore afresh in May 
2002. 

(iii) In vio lat ion of Governn1ent instructions fou r ORD As spent Rs 63.0 I 
lakh towards purchase of furniture out of the scheme funds. 

The matter was referred to Governn1en1 in June 2004. The reply given 
(December 2004) by Governn1enl was silent on non-availability of accurate 
accounts with ORD and on the fai lu re of Government/Department to monitor 
unutiliscd funds lying with ORD As. Also, Government's reply that 
expenditure incurred on furniture was reckoned as capital expenditure is 
contrary to the established norms of classification of Governn1ent expenditure 
and ORD hin1self had specifically instructed (February 2002) all DRDAs that 
supply of furniture should not be induJcd under this scheme. A clarification 
on these points and also on inconsistencies in expenditure reported by DRDAs 
was sought from the Government in January 2005. Their further reply is 
awaited (January 2005). 

SCHOOL EDUCATION DEPARTMENT 

4.3.5 Operation Black Board 

Delay in/non-supply of teaching and learning materials to the schools 
under Operation Black Board Scheme Phases I - Ill and v. 
Operation Black Board (OBB) was a Centrally sponsored scheme 
implemented in the State since 1987-88 through the Director of Elementary 
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Education (DEE). Perusal or records relating to Phases I to ll I and V revealed 
that besides long delays in supplying teaching and learning materials to 
schools, materials valuing Rs 3.22 crore remained to be supplied as discussed 
below: 

Phases I to I II 

There was an unspent amount or Rs 57.3 1 lakh (March 1994) with the State 
under these phases. DEE placed orders for supply or one set or teaching 
materials (comprising seven maps and five chans) each to 2764 7 schools at a 
cost or Rs 57.3 1 lakh with Tamil Nadu Khadi and Village Industries Board 
(TNKY IB) and paid (March 1994) Rs 5 1.58 lakh being 90 per cent advance to 
it. TNKV lB was to complete the supplies by March 1994 through the co­
operative societies under their control. As or March 2004, out o r 27647 sets 
ordered, 19686 sets had not been supp lied, while in respect or 1823 schools 
only part supply was effected , the total va lue or unsupplied materials being 
Rs 4 1.83 lakh (73 per cent). Even aller 10 years,. one society 
(Panamara thupatti Multipurpose Workers Industrial Co-operat ive Society) has 
not supplied the materials against the advance o r Rs 13 .63 lakh. Two other 
societies 16 started supplying materials only af-lcr six years or receipt or 
advance amounts. An amount or Rs 36. 10 lakh retained by TNKYIB for 
which no supplies were made, was also not got refunded as or December 
2003. The balance I 0 per cent of the unspent Rs 57 .31 lakh i.e. Rs 5. 73 lakh 
was deposited (January I 998) by DEE with Tam.ii Nadu Text Book 
Corporat ion (TNTBC) and remains unutilised. 

Phase V 

Government of India (GOI) sanctioned in July 1999 a sum of Rs 9. 14 crore for 
provision of teaching/ learning equipment to 1828 upper prin1ary schools in 
tribal areas at Rs 50000 per school. During November 200 !-February 2002, 
the DEE incurred expenditure of Rs 1.94 crore on procurement of steel 
almirahs, tables and chairs. 

GOI informed (January 2002) that the OBB scheme would be substituted by 
the new scheme 'Sarva Shiksha Abhiyan' from April 2002 and called for 
comprehensive proposals for utilising the unspent amount before 3 1 March 
2002. However, Government without intin1ating the GOI ordered (July 2002) 
utilisation or available funds under OBB during 2002-03. Balance unspent 
amount of Rs 7.20 crore was deposited (March - September 2002) with 
TNTBC by debiting the final service head without actually incurring the 
expenditure, resulting in misreporting of expenditure oo 088 to the 
Legislature. Further, from tin1e to time, DEE transferred money from TNTBC 
to a savings bank account for incurring expenditure. An expenditure of 
Rs 4.40 crore was incurred till March 2004 in this manner. 

There was an unspent amount (March 2004) or Rs 2.80 crore (Rs 2.56 crore 
with TNTBC and Rs 0.24 crore with DEE SB Account). 

The matter was referred to Government in March and April 2004; reply had 
not been received (December 2004). 

l o Karungulam Carpentry and Blacksm ithy Workers ! 1dustrial Co-operative Sociefy 
and T iruppur T imber and Blacksmithy Workers Industrial Co-operative Society. 
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RURAL DEVELOPMENT DEPARTMENT 

4.3.6 irregularities ill the implementation ofA1111a Maru111a/arc/1i Tlzittam 

Government resorted to off-budget borrowing of Rs 69.25 crore during 
2001-02 for implementing a scheme relating to rural development . 
Though the scheme was discontinued from April 2003, unutilised funds of 
Rs 2.22 crore, ciue for refund to Govt:rnmt:11t were lying with 11 DRDAs 
for more than a year. 

Government, since 1997-98 was implementing the scheme "Anna 
Marumalarchi Thiltam" (AMT) for creating basic amenities and infrastructure 
at village level. The Directo r of' Rural Development (ORD) in1plemented the 
scheme through the Project Oflicers (POs) o f District Rural Development 
Agenc ies (DRDAs). 

Government sanctioned (September 200 I) Rs 75 crore as grant for the 
inlplementation of the scheme for 2001 -02 of which Rs 37.50 crore were to be 
re leased as fast instalment. During 2000-02, the cash position of the 
Government was critical and in March 2002 it ordered that the bills presented 
to the treasuries in pursuance or the sanction order of September 200 I should 
be treated as withdrawn. However, to fund the scheme, Government made 
Tamil Nadu Rural Housing and Infrastructure Development Corporation 
(TNRHC) take a loan of Rs 69.25 crore at 10.25 per cent interest from 
Housing and U rban Development Corporation (March 2002) and had it 
deposited in a Personal Deposit Account. 

The loan amount of Rs 68.49 crore (net of Front end fee, etc.) was released to 
the implementing DRDAs i.n May 2002 (Rs 39.33 crore) and November 2002 
(Rs 29. 16 crore) . The last instalment of Rs 5.75 cro re was released in 
December 2002. 

Perusal o f connected records revealed the fo llowing: 

( i) By making TNRHC as the borrower instead of itself, Government 
circumvented exhibiting liability of repayment or the loan in its accoun ts. This 
resulted in understatement of Public Debt liabilities. 

(ii) The extent or unutilised funds available with DRDAs was neither 
ascertained by ORD nor the Governn1ent. The scheme was discontinued from 
2003-04 but no action was taken by them to get back the unutilised funds 
available with DRDAs. Details obtained by Audit from 12 DRDAs showed 
that Rs 2.22 crore were available with · l l ORD As as of March 2004. Of this, 
Rs 1.67 crore was with PO, DRDA, Salem. The main reason for this huge 
unutilised amount was the drawal of Rs 1.61 crore in January 2002 on the 
basis of Government sanction of September 200 1 that was subsequently 

. cancelled in March 2002. ORD did not restrict further releases by deducting 
the amount drawn by the DRDA, Salem. This resulted i.n a release of Rs 5.15 
crore against the allotted amount of Rs 3.57 crore. 

(iii) A perusal of cash book and other connected records of DRDA, 
Kancheepuram revealed that Rs 2.90 lakh were diverted for meeting ofilce 
contingencies, cost of fuel, repairs to vehicles, telephone charges, etc., which 
was irregular. Though Rs 2.81 crore was released to eight Panchayat Unions 
(PUs) during 200 l-02, as of March 2004 PO had obtained utilisation 
certificates for Rs 1.50 crore only from five PUs. 

(iv) In Thiruvallur District, scheme funds of Rs 30.51 lakh were available 
as of March 2004 (inclusive of unutilised funds of earlier years). 
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As the cost or borrowing the (unds for this scheme was spec ially high, we 
recommend urgent act ion fo r obtaining refund of the unutilised amounts lying 
with the DRDAs. 

The matter was re l"erred to Government in August 2004. In their reply 
(December 2004), Government stated that action is being taken to obtain 
refund o r the unutilised funds and the pending utilisation certificates. 
Government's rep ly, however, indicated that expenditure had been incurred • 
even after closure of the scheme in March 2004 . C larificatio n on this aspect 
had been sought (January 2005 ). 

MUNICIPAL ADMINISTRATION AND WATER SUPPLY AND 
HOUSING AND URBAN DEVELOPMENT DEPARTMENTS 

4.4.1 Loans by State Government under Sewerage and Sanitation, and 
Housing 

Results or review of loans outstanding against some se lected schemes in 
Sewerage and Sanitation and Housing sectors are reflected in the succeeding 
paragraphs. 

Sewerage and Sanitation 

Government repaid the following loans obtained by Tamil Nadu Water Supply 
and Drainage Board for implementing drainage/sewerage schemes of fi ve 
co rporations and three municipalities on the condition that the amount wou ld 
be recovered from these urban local bodies. 

Life Insurance Corporation 
of India ( UC) 

I lousing and Urban 
Development Corporation 
Ltd. (HU DCO) 

lmplememing eight drainage 
schemes in two Municipalities 
and five Corporations 

:. ~ieWis. of~~ji~);lnei\f"uiu<1~ fo; ~o.(~fµ1µeii(: 

:::;_: : : :?,~~~?~ >. .:. ,:::·:·: (: ·=t:::'.>t~~~:~~~~~~~~. ·: 
April 1998 to 2.39 
Mardi 2004 

Implementing a sewerage sd 1emc June l 989 to 
in Kumbakonam Municipality Man.:h 2004 

0 .52 
(Jm:luding interest of 

Rs 0.26 crorc) 

However, Commissioner of Municipal Administration (CMA) had not raised 
any demand against the eight urban local bodies and no amount has been 
co llected so far (September 2004). 

Chennai Metropolitan Water Supply and Sewerage Board (CMWSSB) 

CMWSSB obtained loans from Government for various. schemes at interest 
rates ranging from eight to I 4.5 per cent during 1989 to 2004. 

CMWSSB sought permission (May 2003) of Government for obtaining loans 
from financial institutions at lower rate of interest to foreclose the 14 loans 
taken from Government aggregating Rs 99.57 cro re that carried interest at 
14.5 per cent. Later in October 2003, CMWSSB requested Government fo r 
reducing the rate of interest on the entire o ut standing loan o f Rs 793.90 cro re 
as on 3 I March 2003 to 8.5 per cenr which would save them interest burden of 
Rs 37.50 crore per annum. CMWSSB added that if this was not acceptable, it 
be permitted to foreclose the Government loans carrying interest of 14.5 
per cent and 13.5 per cent by availing loans from HUDCO, which had orally 
agreed to loan them the above amount at 8.5 p er cent. Governn1ent ' s response 
on this proposal is pending (September 2004). 
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As Government is lender of last resort to CMWSSB and guarantees loans 
raised by the latter, the cost of indecision in permitting CMWSSB to swap the 
loan, could in the long run, fa ll on itself. 

Housing - Rural Housing schemes 

Out of Rs 184. 70 crore given by Government till March 2004 as interest free 
loan to the Tamil adu Co-operative Housing Federation (TNCHF) fo r 
meet ing its repayment obligat ion to HUDCO, only Rs 44. 70 crorc were repaid 
by the TNCHF resulting in dues of Rs 140 crore . Government , from time to 
time, announced incentives to beneficiaries fo r prompt payment o r the 
principal outstanding by waiving a portion or principa l, interest and penal 
interest. Despite such concessions, repayment o r loans by the beneficiaries to 
the TNCHF continued to be meagre and TNCHF was fo rced to divert its 
general funds that were intended fo r urban housing, towards their share of 
repayment to HUDCO to avoid invokement of the guarantee clause. TNCHF 
attributed (June 2004) the poor recovery mainly to (a) parallel organisat ions 
such as Tami l adu Adi Dravidar Housing and Development Corporation 
(T AHDCO) that were constructing and allotting houses to beneficiaries free of 
cost and (b) due to prevailing drought situation in the State. 

,. The principal/interest overdue and penal interest on the loans payable 
by TNCHF to (i) General Insurance Corporation of India (GIC) and U C; and 
(ii) Governmt.:nl in respect of loans availed during 1979 to 1987 for 
implementation of rural housing schemes aggregated Rs 96.17 crore17 as of 31 
March 2003 . 

TNCHF sent a proposal to Government in June 2002 through Registrar o f Co­
operat ive Societies (Housing) for waiver of interest and penal interest and to 
allow them to repay the principal at the rate of Rupees one crore per month. 
Pending decision of bovernment in this proposal, TNCHF has not repaid any 
amount (March 2004). 

Tamil l\adu Housing Board 

Government's guidelines o f January 2002 for economy in expenditure by the 
public sector undertakings and statutory boards specifically enjoined them to 
reduce their financing costs by substituting high interest loans with the low 
interest loans. 

Scrutiny revealed that Tam.ii Nadu Housing Board (TNHB) had complied with 
this guideline in respect o f loans obtained from various financial institutions. 
However, it continued to pay annual interest of Rs 2.68 crore per annum in 
respect of 67 loans carrying interest in the range of l l to 15 per cent raised 
from Government during 197 5 to 1998. 

On the above being pointed out (July 2004) by Audit, TNHB stated (August 
2004) that it had addressed the Government in August 2004 fo r reducing the 
rate of interest on Government loans or to perm.it it to fo reclose the high cost 
loans by availing loans at cheaper rate. The matter is pending with 
Government (September 2004). 

The matter was referred to Government in September 2004; rep ly had not been 
rece ived (December 2004). 

17 Over due amounts - Principal : Rs 28.1 4 crorc, Interest : Rs 2 1.83 crore and Penal 
Interest : Rs 46.20 crore. 
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HOUSING AND URBAN DEVELOPMENT AND REVENUE 
DEPARTMENTS 

TAMIL NADU HOUSING BOARD 

4.4.2 Non-taking over of the land due to e11croachme11ts 

Failure of the Board to take over the vacant land valued at Rs 12. 70 crore 
resulted in encroachment, the eyiction of which could not be ensured by 
Revenue Department. 

Based on the request or the Tamil Nadu Housing Board (Board), the Special 
Deputy Collector, Tamil Nadu Housing Board Schemes, Chennai (LAO) 
passed an award (March 1970) for acquiring 1.04 acres in Kodambakkam 
village of Chennai District. There were structures in 0. 12 acre in the land at 
the time or award . The land was not taken over by the LAO as the landowners 
appea led for exclusion of their land from acquisition to various forums. The 
appeals were rejected and Government directed (August 1980 and December 
198 1) the LAO to hand over the land to the Board. Instead of taking over 0.92 
acre of land where there were no structures, pending eviction in the remaining 
land, the Board requested the LAO to hand over the entire land. The Tahsildar, 
Mambalam-Guindy Taluk, who was directed to carry out the eviction 
contended (July 1982) that Collector alone could issue 'surrender or 
possession' orders. The Revenue Department did not take any further action 
to reso lve this inlpasse. 

Meanwhile, the landow ners constructed ( 1981 to 1983) more structures on the 
land and the vacant land got reduced to 0. 73 acre. The Board .requested the 
Government (January 1990) to arrange for possession of this land which had 
15 feet access from the Inner Ring Road to prevent further encroachments. 
When inspected by the LAO (June 1991 ), the vacant land was found reduced 
to 0.50 acre. The Board refused (October 1991) to take over the available 
vacant land as there was no approach road from any side due to encroachment. 
Protracted correspondence between the Board and Revenue officials till June 
2004 did not yield any results as the Board insisted for handing over the entire 
land whereas the LAO could hand over only the vacant land. The Revenue 
Department did not make any fruitful efforts to evict the encroachments. 
Consequently, the land, which was acquired in March 1970 was still in 
possession of the owners. 

Thus, failure to take over the vacant land of 0.92 acre which was available in 
August 1980 when Governn1ent rejected the appeal of the landowners, 
coupled with inaction of Revenue Department in evicting the encroachment 
resulted in increase in the encroachment and blocking the approach to the 
vacant land. The present market value of 0.92 acre is Rs 12.70 crore. 

The matter was referred to Governn1ent in July 2004. The Secretary, Revenue 
Department contended (July 2004) that the eviction could not be made under 
'Tamil Nadu Encroachment Act, 1905 ' as it applies only to land owned by 
Governn1ent. This contention is not tenable as the Revenue Department is 

. responsible for eviction under Land Acquisition Act. Reply from the Housing 
.and Urban Development Department has not been received (December 2004). 
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Chapter I V - Audit of Transactions 

HOUSING AND URBA N DEVELOPMENT DEPARTMENT 

CHENNAI METROPOLITAN DEVELOPMENT AUTHORITY 

4.4.3 Loss due to failure to watch payment of interest 011 loan 

Failure to watch payment of interest on a loan to Chennai Metropolitan 
Development Authority resulted in loss of interest of Rs 7.57 crore 
accrued during the moratorium period and penal interest. 

Government sanctioned (November 1995) Rs I 0 crore as loan to Chennai 
Metropo litan Development Authority (CMDA) fo r acquiring land fo r 
implementing Outer Ring Road Project. The loan carried an interest of 
14 per cent per annum with a moratorium period of five years fo r repayment 
of loan and interest. The loan and accumulated interest thereon were to be 
repaid in five annual instalments. The amount was to be released by 
adjustment to Personal Depos it (PD) acco unt o f CMDA bearing five per cent 
interest. 

Goverrm1ent released Rs 20 lakh in January 1996 and Rs 9.80 crore in March 
1997 and deposited the amount in the PD account of CMDA on 28 March 
1996 and 27 March 1997 respectively. While the release order fo r Rs 20 lakh 
was based on the November 1995 sanction, that for Rs 9.80 crore enhanced 
the interest to 15 per cent per annum. Another modification in the release 
order was that interest was to be paid to Goverrm1ent every calendar quarter. 
Penal interest at 2.75 per cent per annum was to be charged on all overdue 
instalments o f principal and interest. 

In September 1997, Governn1ent at the request o f CMDA allowed a 
moratorium of five years fo r payment o f interest. The CMDA commenced the 
repayment of the Rs 20 lakh loan in December 2000 and the Rs 9.80 crore 
loan in December 2001 and paid quarterly; interest fro m 28 March 2001 and 27 
March 2002 respectively. In May and June 2003, CMDA repaid the balance 
amount o f principal and interest till the date of fo reclosure of loan. CMDA, 
however, failed to calculate and pay the interest of Rs 7.42 crore accrued 
during the moratorium period. Penal interest of Rs 14.66 lakh was also 
payable to Government (up to May 2004) by CMDA on overdue instalments 
of moratorium period interest. As Government did not maintain any record 
for watching the clearance of the loan, these omissions went unnoticed. 

ln order to avo id reoccurrence of such cases, Goverrm1ent may like to consider 
· releas ing loans through Heads of Department since they have a machinery in 
place fo r watching recoveries against loans. 

The matter was referred to Government in June 2004; reply had not been 
received (December 2004). 

SCHOOL EDUCATION DEPARTMENT 

4.4.4 Non-refund of unutilised scholarship grant and excess claim of grant 

Principal, Sainik School, Amaravathy Nagar (a) unauthorisedly retained 
the unutilised scholarship grant of Rs 1.03 crore given ~o the school by 
Government during 1999-2003 and (b) submitted e.xcess claims of 
Rs 27.90 Jakh. 

The scheme of awarding scholarships to students of Sainik School, 
Amaravathy Nagar, Coimbatore has been under implementation since 1963. 
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Based on the proposal of the Principal of this school, Government introduced 
a Block grant system fro m 1994-95. This authorised the Principal to draw a 
grant of Rs 45 lakh per annum and aft.er meeting the scholarship commitments 
o f all bene ficiaries, he could utilise the balance amount to meet the deficit, ii 
any, in the school budget. 

Consequent to the enhancement of fee o r the school, Government increased 
(May 2000) the block grant to Rs 63 lakh with effect from 1999-2000 fo r three 
years. Government a lso advised the Principal of the schoo l to increase the 
strength of payment seats so that the number of scho larships can be reduced 
such as to enable reduction of 20 per cent in the block grant fo r 2002-03 . 
However, in the above order of May 2000, Government did not permit the 
Principal of the school. to utilise the unspent balance available o ut of the block 
grant of Rs 63 lakh to meet the deficit in the school budget. The request 
(March 2002) of the Principal for this purpose was not acceded to by 
Government (March 2004). 

Out of Rs 2.39 crore received as block grant from Government during 1999-
2003 , Rs 1.36 crore o nly was utilised towards scho larship. Contrary to the 
requirement of Article 270 A ( l ) of the Tamil Nadu Financial Code, the 
Principa l had neither surrendered the unspent balance of Rs 1.03 crore nor 
sought its adjustment against grant fo r successive years. 

Scrutiny by Audit also revealed that clainlS of scholarships in respect of 
general category students was made at the enhanced rate applicable to 
Scheduled Caste/Scheduled Tribe students. This had resulted in inclusion of 
excess clain1 of Rs 27.90 lakh within the afo resaid clainlS of Rs 1.36 cro re. 

The matter was referred to Government in May 2004; rep ly had not been 
received (December 2004). 

SOCIAL WELFARE AND NUTRITIOUS MEAL PROGRAMME 
DEPARTMENT 

4.4.5 Irregular implementation of the restructured girl child protection 
scheme 

Non-adherence to Rules of the scheme by the Department resulted in 
assistance of Rs 39.89 lakh being extended to 258 ineligible beneficiaries. 

For promoting small family norms, arresting the adverse juvenile sex ratio and 
eradicating female infanticide, Government launched a scheme ' 'Puratchi 
Thalaivi Dr. Jayalalitha Scheme fo r Girl Child" in April 1992. The scheme 
underwent various changes and was restructured in December 2001. 

Rules were framed by the Government (December 200 I) for inlplementing the 
scheme. Selection of beneficiaries was to be done after scrutinising the 
prescribed documents18

. Between December 200 I and October 2003, 
Rs 2 1.40 crore were spent to assist 1401 3 beneficiaries. 

Test-check of records of the Directorate of Social Welfare and of the District 
Social Welfare Officers (DSWOs) in Chennai, Salem, Thanjavur and 

18 (i) Birth certificate of girl(s) child, (ii ) Income certificate of parents, (iii) Age and 
community certificates of parents, (iv) Cqpy of ration card, (v) Family plann ing 
operation cert ificate issued by Government approved hospital and (vi) Nativity 
certificate. 
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Chapter IV- Audit of Transaction.1· 

Thiruvailur n::v1;;aleu that assislanc:e uf Rs 39.89 lakh was extended lo 258 
ineligible beneficiaries as detailed below: 

Thir11-.·:-::;,/'S:1l~w 
.v1111ilrl ). · ·. 

'.fl111nj.>1.:'.\\ 'Total :, ln~ligibJe 
vi.i t > :,., :{ (c:i~i·s) . .,:foista:nce: 

(Rs i~t 
i11kh) 

.. ·· 

··:::.: .·• 

2 7 13 2.05 Contrary lo rul es , the application was filed o ne year a fter the 
bi rth of the second gir l. 

26 

6 

4 

86 

8 

2 

28 36 

26 

2 

42 

12 

72 

4 

26 

86 

0.30 

6.38 

0.22 

1.83 

10.95 

0.6 1 

5.77 

11 .78 

Arniual income of the parents exceeded the max imum limit o f 
Rs 12000 specified in the rules . 
Scrut iny of copies o f ration cards enclosed with the applica tion 
revealed that there were either a third ma le or fomalc child o f 
the parents 
Co ntrary lo ru les, assistance was gi ve n in respect of a gi rl 
chi ld adopted from an orphanage . 
In these cases e ither of the pa rents d id no t reside in Tamil 
Nadu for ;i minimum of I 0 years preceding the dntc o f 
application. 

Family Plann ing opera tions were conducted in privau: 
hospita ls no t recognised by Government. 

Parents m1derwent famjly p l<.1rn1ing operation after the age 
limit of 35 years. 

Assis tance was give n to unrecognised orphanages. 

Though applications were filed prior lo December 200 l , 
be fore launching of the res tructured scheme payments were 
made a l the enhanced rates under the restructured scheme . No 
specific ins truction was issued by Government for cove ring 
the pending applications under the res tructured scheme and in 
no otlicr d istricts assis tance were sanctioned at the rates fi xed 
wider the restructured scheme . As such the release of 

Apart fro m the ineligible payments, the fo llowing irregularities were also 
noticed: 

> The DSWOs were to ensure that in case of children born in other 
districts, there should not be duplication o f application by the parents. They 
were to o btain a 'No Objection Certificate' from the DSWO of the district in 
which the child was born. Thirty six applications were processed and 
reco mmended for sanction in two sample districts (Salem: 35; Thanjavur: I) 
w itho ut following this procedure. Thus, duplicatio n o f applications was not 
effectively checked. 

}- Income Certificates obtained from the Tahsildar covered onJy the 
income o f the father. As Government had fixed the income ceiling for the 
family, application should have been supported with the income certificate of 
the mother, if any. 

);..- Rules specified that 15 per cent random checks should be carried out 
every quarter by the Directorate to ensure the genuineness of the beneficiaries. 
However, this has not.been done so far. The Director attributed (August 2003) 
this to shortage o f o fficers. 

The matter was referred to Government m July 2004; reply had not been 
received (December 2004). 
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Audit Report (Civil) for the year ended 31 March 2004 

GENERAL 

4.4. 6 Financial assistance to local bodies and others 

Autonomous bodies and authorities receive substantial (i.nancial assistance 
/Tom Government. Government also provides substantial fmancial assistance 
to other institutions such as those registered under the State Cooperative 
Societ ies Act, Companies Act, etc. to implement certain programmes. During 
2003-04, fmancial assistance of Rs 5 128 crore was given to various 
autonomous bodies and other institutions as detailed in Paragraph I. 7.4 o C this 
report. Audit o f accounts of the bodies mentioned in the Appendix XXXll has 
been entrusted to the Comptroller and Auditor General or India. Primary aud it 
o f local bodies, educational institutions and o thers is conducted as detailed 
below. 

Panchayat Raj institut ions 
Educationa l Institutions 
a) Schools 
b) Coll eges 

c) Polytechnics 

d) Universiti es 
·cooperative Inst itutions 
Miscellaneous Insti tut ions 

Director o f Local Fun d Audi t. 

Internal audit wing o f the Directorate of School Education . 
lntcrnal aud it wing of the Directorate o f Collegiate 
Education. 
Chief Internal Aud itor and Chief Audi tor of Statu tory 
Boards. 
Director of Local fou nd Aud it. 
Director of Aud it of Co-operati ve Societies. 
Chartered Accountants. 

4.4. 7 Delay in furnishing utilisation certificates 

Financial rules of Government require that, where grants are given fo r specific 
purposes, certificates o f utilisation should be obtained by departmental onicers 
from grantees and afler verification, these should be fo rwarded to the 
Accountant General within one year /Tom the date o f sanction, unless specified 
otherwise. 

Of · 5789 utilisation certificates due in respect of grants aggregating 
Rs 793.95 crore paid prior to April 2002 and further grants of Rs 104.78 crore 
(970 cases) given during 2002-03, only 1627 utilisation certificates fo r 
Rs 593. 17 crore had been furnished to the Accountant General by 30 July 
2004. Thus, 5132 certificates for an aggregate amount o f Rs 305.56 crore 
were in arrears. Department-wise break-up of outstanding utilisat ion 
certificates is given below. 

·· '··. d~.unlber Of/ ··· A~novn( • 
. CtfrtHicates •)(Ru l~s iUfakh) 

I. 378 63.30 
2. Animal Husband ry and Fisheries 6 9.04 
3. Backward classes and Most Backward classes 2638 5 l l l .32 
4. Handlooms, Hand icrafts, Textiles and Khadi 2 l 288.32 
5. Higher Education 4 39. 16 
6. Municipa l Administration and Water Supply 129 l l 6026.46 
7. Revenue 72 3265.04 
8. Rural Development 688 5113. 75 
9. Art and culture · I I 0.00 

IO. Social Welfar~ and Nutri tious Meal Programme 33 629.89 

·'.·: 30SS6;28 ·.· 
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Chapter IV-Audit of Transactions 

FINANCE DEPARTMENT 

4.4. 8 Failure to protect tile interests of Govemm.ent 

Important irregularities detected by Audit during periodical inspection of 
Government offices through test-check of records arc fo llowed up through 
Inspection Reports (I Rs) issued to the Heads or of1iccs with a copy to the next 
higher authorities. Government issued orders in April 1967 fi xing a time limit 
o r fou r weeks fo r prompt response by the authorities to ensure corrective 
action in compliance or the prescribed rules and procedures and accountability 
fo r the deficiencies, lapses, etc. A half-yearly report of pending inspection 
reports is sent to the Secretary of the Department by the Accountant General 
to fac ilitate monitoring or action on the audit observations. 

As of June 2004, out of the IRs issued upto December 2003, 14977 paragraphs 
relating to 5034 IRs remained to be settled for want o f satisfactory replies. Of 
these, 151 IRs conta ining 660 paragraphs had not been replied to/seu led fo r 
more than ten years. Year-wise position or the outstanding IRs and 
paragraphs is detailed in the Appendix XX.Xfl I. 

A review of the pcndency in respect of Agriculture, Animal Husbandry and 
Fisheries and Highways Departments revea led the fo llowing: 

,. Even the initial rep lies had not been received as or June 2004 in 
respect of 130 paragraphs contained in 37 J Rs issued between January and 
December 2003. 

)..- As a result of the long pcndcncy, serious irregularities as detailed in 
Appendix XXXlV had not been settled as of June 2004. 

r --rhe Heads of Dcpartn1ent did not reply to 804 paragraphs contained in 
307 !Rs. 

Government constituted at both State level and Department level, Audit and 
Accounts Committees for consideration and sett lement of outstanding audit 
observations. 42 paragraphs were settled by convening the committee and 
further, at the instance of Audit, during joint sittings with departmental 
officers, 561 paragraphs were scnled during 2003-04. 
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t . . CHA.PT.ER v ··· 

H~f.\LTJI AND )\AMILY WELEARE" DEPARTMENT . . I 

5.J ~valjiafion of lntern.M Control_:, $yst~1fi ) 1114 I.nJernat · ~1Jdit 
Afra'ngemen( in : • tJ1~·,.·J~~r~tof~ie ,:: , of Public Heait.h .. ail:cl 

, Preve~tive Medkifie< _, .... 

Highlights 

Evaluation of the internal control in respect of Directorate of Public Health 
and Preventive Medicine revealed 11011-compliance of the coda! provisions 
and 11on-reconciliation of departmental figures. Evaluation of the internal 
audit wing of the Directorate revealed huge arrears in audit, inadequate 
response to audit objections and diversion of audit staff. 

• >t.••·· <,>t ·.Fu:n ds."-Wer~ '-~l~~'vrl: tar ·i9.;e*¢~-~~. 9.~ -t~q'.ij;i~~r.#'¢:nf :?.;~!.4IRs::6H?!m5=r§.r#:• 
wer:¢.:r¢:f4hJl¢ij _t() g~:>:v~ro:~ii~ll.(~c¢Q:ij ijf;Ji~laJ'.¢.U.lY.ft:::::ttJ:t@]::t1:rn::@:J@@{t' .·.·.·.·.· .. ·.·:,:· 

(Paragraphs 5.1.6 to 5.1.8) 

· r.:;i~·:::!¥~rl!~~:: r-~~~~ -:~~~~:i1~i~~:::-:~~~~!:~:~~1:::~~~:!:1:~:~~:1:1~f~[~~~~::::;~~~!:~-~*;1:~~~~~: 
(Paragraphs 5.1.14 and 5.1.15) 

·_i.-_y:~_ -_•·.e:··a;_. ·_L_:"_::_ •. _:!_•·.:·,:.:·_•.·_:· ;$~~~~·;»;i§::fi.l§~ :.~{ :~~~~g'!:"t,~:.;~!(.'.:~~.e_:,:_ .. ·_ •. :.! ~~~!':9,9!r!~:r:::9~ .i~g:::99~;~-f~i?!l 
• ' - ·. -.·:·.·.·.·:·:·:·.·.·.·.·.·.-.·.·::):'.(~:(:f :::::::::::·::.. ··::;:.::::::::::::;::::>;'.;:::;{::;;:=::::;::::::;:: .:::::::::::::::::::::.:::~:>'.-:-·.:-:-:.:-: -:-:-:-·-:.:-:-:-:;:;:;:;:; . :.;.:.::;:·:::.:;::::::::?:-:-·-· . (h::::::=:=:=::; . f ·.·_: . . : . ·.·.·.·.:·:;.·:::?~t~~ 

(Paragraphs 5.l.18 and 5.1.19) 

f 6j:~~f j[#~t&~~~t~~;;~~a-111;t-~;;~~~ :1:~;:::~1~:~~i~~:il~~]~~0::.1~;~~~:1::~~~l~l~l!!!l~~iil:;r=~~:~: 
(Paragraphs 5.1.33 to 5.1.36) 

::;;.,;:·:< · .:.: :th.~::loteroJ.r.iu.an:.~t1j;ff:\\1¢f.¢'·u.1ui~¢a .. r9EwoiJ{:9t.li¢f::nn¥rt::i.tn:mrn: ::::::::::· 
(Paragraph 5.1.37) 

Introduction 

5.1.1 The Directorate of Public Health and Preventive Medicine 
(DPH & PM) has been in1plernenting several programmes relating to public 
health. It has 1413 Prin1ary Health Centres (PHCs) including 384 block PHCs 
and 8682 Health Sub-Centres (HSCs) under it (March 2004). These centres 
provide preventive, promotive, curative and rehabilitative health care services. 

Organisational set up 

5.1.2 The Directorate of Public Health and Preventive Medicine is . 
headed by a Directo r and assisted by four Additional Directo rs, 11 Joint 
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Audit Report (Civil) .for the year ended 31 March 2004 

Directors, four Deputy Directors, Financial Advisor and Chief Accounts 
Officer and an Assistant Director (Internal Audit) at Headquarters and 68 
Deputy Directors, 2609 Medical Officers and other subordinate officers at 
district level. 

Audit objective 

5.1.3 The evaluation of internal contro l system in the Directorate 
examined extent of adherence to the Budgetary control and Expenditure 
contro l envisaged in the codes, manuals, guidelines and instructions of the 
Government as well as evaluation of Internal Audit System in the Directorate. 

Audit coverage 

5.1.4 The records of the Directorate of Public Health and Preventi ve 
Medicine fo r the years 200 1-04 were scrutinised and the deficiencies noticed 
arc given in the succeeding paragraphs. 

Financial controfs 

5.1.5 The Budget provision and actual expenditure for the years 
200 1-04 were as fo llows: 

2001-02 

2002-03 
2003-04 

413.77 
441.86 

501 .50 

Budgetary control 

397.48 
449.93 

465.77 

394.67 
390.10 

406. 78 

(Rupees in crore) 

386.18 

384.97 
408.7 1 

Unnecessary drawal of funds to avoid lapse of budget provision 

5.1.6 Scrutiny of cash book maintained by the Directorate disclosed 
drawal of funds from the Treasury far in excess of immediate requirement, as 
evidenced by the huge balance in cash and in bank. During April 200 I to 
March 2004 the balances available with the Directorate at the end of each 
month were in excess of Rs one crorc in 14 out of 36 months. T he Directorate 
info rmed Audit in April 2004 that such excess drawal of funds wo uld be 
avoided in future. 

5.1. 7 Funds were drawn far in excess of requirement, contrary to the 
coda! provisions, to avo id lapse of budget grant. Jn five cases, an aggregate 
sum of Rs 3.43 crore was drawn (March 2000 to March 2003) for training 
purposes and kept in current account of a nationalised bank. Only 
Rs 1.30 crore (38 per cent) were spent and the balance of Rs 2.1 3 crore was 
remitted (October 2003 to February 2004) to Government account in 
subsequent fmancial year(s) after I 0 to 44 months of drawal. 

5.1.8 Government stated (December 2004) that due to 
"administrative reasons'', the training could not be conducted as programmed. 
No specific reasons, however, were given for delay in refunding the unspent 
amount. 
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Chapter V - Internal Control 5)·.1·tem 

Surrender/saving of funds 

5.1.9 The files relating to surrender of funds called for by Audit 
during March 2004 were not made available to Audit (July 2004); from the 
data collected by Audit fro m the Appropriation Accounts of the Government 
for the years 2001-03, it was noticed that there was an overall saving of funds 
during both the years. Some of the heads of account , where savings exceeded 
20 per cent of the Final Modified Grant (FMG) are given in Appendix XXXV. 

5.1.10 In their reply, Government in Health and Family Welfare 
Department pointed out (December 2004) several constraints in determining 
actual expenditure for estimating FMG. These included (a) the large number 
of its units and their spread to Block level (PHCs) which makes it practically 
dimcult to collect expenditure data within a short period, (b) unexpected 
vo luntary retirements, (c) unanticipated changes in Government po licy such as 
stoppage of payment of (i) salary for leave surrendered and (ii) festiva l 
advance, etc; and (d) clearance of Finance Department fo r payment of non­
salary bills. 

5. 1.11 The reply of the Government is not tenable because (a) a 
system of tin1ely reporting of monthly expenditure is in place and if followed 
yields tin1ely expenditure details under each head of account, (b) impact of 
vo luntary retirements can always be taken into account because these entail a 
notice period, (c) Finance Department is expected to anno unce any po licy 
change in1pacting on FMG well in advance and (d) Finance Department 
should control expenditure through budgetary means rather than at the stage of 
payment of bills. 

Expenditure control 

Analysis of cash balance 

5.1.12 As per Tamil Nadu Financia l Code (TNFC), the drawing 
omcer may retain the undisbursed amounts for a period not exceeding three 
months. After the .lapse of such period, the amount should be remitted to 
Government account. The undisbursed amount was Rs 20.96 lakh as of March 
2004. Analysis of undisbursed items was done only on four occasions during 
August 200 1 to June 2003 and no action was taken to remit these amounts 
pending for more than three months to Government account. 

5.1.13 . Government stated (December 2004) that the required monthly 
analysis is being done strictly from April 2004 onwards, and except one item 
of Rs 49000 no undisbursed amount is being retained beyond three months. 

Non-obtaining of security bonds from the persons handling cash and stores 

5.1.14 According to TNFC, every cashier, store keeper, and other 
subordinate who is entrusted, with the custody of Governn1ent cash or stores 
should be required to furnish security and to execute a security bond. 

5. l.15 In six districts security deposit was not obtained from 201 
officials comprising pharmacists (177), store keepers ( 19) and superintendents 
(5) dealing with cash, stores etc., pertaining to six offices of Deputy Director 
of Health Services (OOHS). 

5. 1.16 Government stated (December 2004) that action has been 
initiated to obtain the required security from the concerned officials. 
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Deficiencies in reconciliation 

5.1.17 According to Tamil Nadu Budget Manual, monthly 
reconciliation is required lo be done by the Drawing and Disbursing Of1icer 
(ODO) with the Treasury, not lalt.:r than the I t 11 o f the immediately 
succeeding month. 

5.1.18 Lack o r carrying out proper reconci liat ion by the Directorate 
with the Pay and Accounts Of1ice (South) (PAO (South)), the bill passmg 
of1icer, resulted in the folio.wing diflcrences. · 

r Expenditure during June 200 l: 

(Rupees) 

He.ad of a.ccoQnt 
.. · 

·oh·ect~rate'$ figure PAO' s lig u1·e 

22 10.06. 10 I.AU - SEP GA 55211 GA 348 184 

NA 54611 NA 344384 

2210.06.10 I. UA - Malar ia GA 372241 GA 79268 

NA 368641 NA 78868 

GA: Gross Amount: NA: Net Amounr 

-, Though during the period May 2002 - April 2003 a total of 
Rs 921696 was spent under "Training", the monthly expenditure figures were 
not included in the reconc iliation report prepared by the Directorate for 
verification by the PAO (South). Despite this, no Alterat ion Memorandum 
was sent to PAO. Government in their reply (December 2004) attributed this 
to oversight. 

Ruslt of expenditure in the last quarter of tlte year particularly i11 tlte m outh 
of March 

5.1.19 The system of quarterly control or appropriation introduced by 
Government from 1994-95 was to enable avoiding rush o r expenditure at the 
close of the flnancial year. 

5.1.20 An analysis of the expenditure pattern of the department as a 
whole for the years 2001 -02 and 2002-03 made by Audit disclosed the 
fo llowing: 

r Under the Head 22 10.03. 10 I .JD - Panchayat Union sub-centres taken 
over by Government, the entire expenditure or Rs 16.91 lakh incurred for 
purchase of materials and supplies was incurred during March 2002. 

,. The expenditure incurred during March 2002 was 56 per cent to 
85 per cent under the fo llowing Heads of Account. 

,Sl/ \\ Heild O.f Account t, · 

2 

3 

.::· . 

22 10.03 . 103.BL 

22 10.06.003 .AD 

22 10.06. 10 I.UC 

(Rupees in lakh) 

· Tot.al expe\~lllture · E.xp.enditur~ Percentage• 
during the\·ear '' dudng March 

982.37 

12.29 

84 .03 

. ':}.2002 . ··~-: . 

564.87 

6.90 

7 1.28 

58 

56 

85 

;;... · The expenditure incurred during March 2003 in respect of the 
fo llowing two Heads of Account was 63 per cent and 7 1 per cent respectively. 
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22 10.06.101.UC 

42 10.02. 103.JF 

39.95 

1438.41 

Chapter V - Internal Control .))·stem 

25 .00 

10 19.94 

(Rupees in lakh) 

63 

71 

, Government did not adduce any reason (o r the rush or expenditure 
pointed out above. 

Internal Audit System 

Introduction 

5. l.21 The internal audit o f' all the Government Departments is headed 
by the Chief Internal Auditor & Chief Auditor of Statutory Boards (CIA & 
CASB). However, his oversight or internal audit is through Heads o f 
Department to whom the internal audit wings report. 

Organisational set up of internal audit 

5.1.22 The audit stafT of the Director of Public Health and Preventive 
Medicine comprises one Internal Auditor (Assistant Director/ lA), one 
Superintendent, three Assistants and three Junior Assistants for one static audit 
party and five Superintendents and eight Assistants for touring audit parties. 

5.1.23 The contro l of PHCs was transferred from the Directorate of 
Medical and Rural Health Services (DM & RHS) to DPH & PM from I March 
1996. To take up the audit of PHCs, two separate sections were formed. The 
audit or PH Cs is being conducted both by internal audit parties and PHC aud it 
wing under the control of Accounts Officer (PHCs). 

Non availability of Internal Audit Manual 

5.1.24 The drafl. Internal Audit Manual in respect or DPH & PM was 
prepared and sent to Government for approva l by CJA & CASB during August 
1999. However, approval of Government was awaited (August 2004). 

5.1.25 The DPH & PM in its reply (May 2004) stated that in the 
absence of Internal Audit Manual, whenever offices were taken up for audit, 
audit was done according to the general principles, Fundamental Ru les, 
Pension Code, TNFC etc., and various important records such as cash book. 

Responsibilities and duti es of Internal Audit Organisation 

5.1.26 The status report containing details of activities undertaken by 
Internal Audit Wing for the years 2000-02 and 2002-04 as contemplated in 
Finance (Local Fund) Department's order of August 1992 have not been 
prepared. Consequent ly the act ivities undertaken by the Internal Audit Wing 
during these years could not be ascertained. 

5.1.27 Audit observed that the following important activities were not 
carried out by the Internal Audit Wing. 
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-,. Scrutiny or records such as Form MTC 70, UDP Register, Cash Book, 
Subsidiary Cash Book pertaining to the Directorate from April 200 I onwards 
reportedly due to non-availability of audit staff. 

>-- Half yearly Review of cash book. 

)..- Implementation of orders regarding economy in expenditure. 

r Investigation or procedural omissions and irregularities and audit 
lapses brought to notice by other external inspecting authorities. 

Government stated (December 2004) that action is being taken to fill up the 
vacant posts in the audit parties. 

Training to Internal Audit personnel 

5.1.28 No training was imparted to the personnel posted to Internal 
Audit Wing and no criteria was fixed by the Directorate for posting or 
personnel to Internal Audit Wing. It could not, therefore, be verified by Audit 
whether the personnel in the Internal Audit Wing has possessed requisite 
specialised kno;vledge for conducting audit in an effective manner. 

Planning of Internal Audit 

5.1.29 Under the audit purview of Internal Audit Wing there arc 77 
institutions and 384 Block PHCs. No data were available regarding arrears in 
audit or PH Cs, at the time or transfer of control of PH Cs (rom OM & RHS to 
DPH & PM with effect from March 1996. Audit could not, therefore, 
ascertain whether there were any arrears in audit of PH Cs and whether District 
Action Plan drawn up to be effective from July 2003 to March 2004 has been 
drawn in a realistic manner. Reasons for drawing the plan belatedly after a 
period of more than seven years were also not o n record. 

5.1.30 The DPH & PM issued orders in July 2003 that all 42 DDHS 
would have to conduct audit or PH Cs with their existing staff at the rate of one 
PHC per month. However, it was observed that 17 OOHS 1 have not taken up 
even a single audit of PHCs under their contro l and the remaining 25 OOHS 
also did not complete the audit in full as per schedule as of March 2004. The 
purpose of audit plan drawn up for the first time was not fulfilled. Audit of 
263 PH Cs was in arrears covering the period up to 2002-03 as of March 2004. 

5.1.31 Audit also observed that there was no planning for audit of 
institutions other than the PHCs. This is also evidenced by the fact that in 
respect of 21 institutions audit was in arrears ranging from two to 13 years. 

5.1.32 The audits of PHC, Kalambur and the PHC, Yanapuram 
relating to the period 1979-2003 and 1984-2003 respectively were taken up 
during April 2003. The audit of these two PH Cs after a lapse of 24 years and 
19 years were reportedly due to non-availability of audit staff. 

5.1.33 The above position would indicate that there was no audit 
planning at all and the audit was taken up as and when found necessary and on 
adhoc basis. 

Government stated (December 2004) that arrears in audit would be cleared 
after the vacancies are filled up. 

Aranthangi, Cuddalore, Dharapuram, . Kallakuri chi , Madurai , Nagapattinam. 
Pudukottai, Saidapet, Salem, Sankarankoi l, Sivagangai, Sivakasi, Thanjavur, Theni, 
Thiruvannamalai, Villupuram and Yirudhunagar. 
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Chnp1er V - Infernal Con1ro/ Sys1e111 

Pendency in Inspection Reports issued by Internal Audit 

5.1.34 The following is the position of pending Internal Audit paras 
pertaining to omces other than PHCs. 

Number o f paras pending as on 1 April 2001 

Number o f paras issued during 200 1-04 (upto December 2003) 

Total 

Paras settled during 200 1-04 (upto December 2003) 

Number of paras pending settlement as on 1 January 2004 

NA: Not Available 

NUiJlbe-r or· 
.··.·-·.··· 

Reports. Par:)s 

467 4000 

89 2627 

556 6627 

NA 998 

NA 5629 

(Ycarwise break-up of paras pending settl ement was not furni shed by th e Directorate) 

5.1.35 The position of pending paras relating to PH Cs is as follows: 

Number of paras pending as on 31 March 2002 

Number of paras issued during 1 Apri l 2002 to 31 March 2004 

Total 

Number of paras settled upto 3 1 March 2004 

Number of paras pending as on 3 1 March 2004 

5448 

2867 

8315 
3889 
4426 

(Yearwise break-up of paras pending settlement was not furni shed by the Directorate) 

5.1.36 This indicated that there was a lot of scope for improv ing the 
appropriate follow up of audit observations by PHCs. 

5.1.37 The pendency of paragraphs oflnspection Reports (IRs) issued 
by the Principal Accountant General (Civil Audit) up to 31 March 2004 as on 
30 September 2004 is tabulated below: 

199 1-1992 

1995- 1996 

1996- 1997 

1997-1998 

1998-1999. 

1999-2000 
2000-2001 

2001 -2002 

2002-2003 

. . rR'.:Sft;., Paf~graph~ 
1 1 

2 5 
1 

3 
4 

17 
14 

18 

36 

1 

4 

6 
36 
30 
51 

145 

2003-2004 3 1 196 

The above pendency indicated inadequate response to audit observations, and 
neglect of an essential control. 
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A11di1 Repon (Ci vil; for 1h11 )'l!(lr ended 31 March 2004 

Diversion of audit personnel 

5.1.38 The audit parties were diverted for other works in Directorate 
such as verification or service registers, pay fixation, pay anomaly, 
regularisation or service etc. 

Conclusions 

5.1.39 The effectiveness or the internal audit in the DPH & PM was 
diluted due to various factors like non-availability o r internal audit manual, 
vacancies in audit posts, utilisation of audit stafT for work other than audit and 
ad/we planning for audit of various institut ions. 

Recommendations 

, Internal Audit Manual may be approved early by the Government. 

-,. The personnel or the internal audit wing should not be diverted for 
other works. 

The above points were referred to Government in August 2004. Government 
responded (December 2004) to some of these points as reflected in the 
paragraphs above. 

Chennai 

The J JUN i:.005 

New Delhi 
The 

:3 JUN ZOOS 

(SA!\JEEV SALUJA) 
Principal Accountant General (Civil Audit) 

Tamil Nadu and Pondicherry 

Countersigned 

~--vl __ _ 
(VIJA YENDRA N. KAUL) 

Comptroller and Auditor General oflndia 
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Appendix I 
(Reference: paragraph I .4; page 4) 

Time series data on State Government finances 

.,. . ,::,:,}:/:;:::::::=:::':'::::;::;::;~::·,.::{:t:}f:1 · . 199~-2000 '"2000-'2001 : 200f~2002'.· .; 2002-2003 

1'11 rt A. Hr cei11ts 

I . Ht.•\'(lOut.· H.t.·t.·t·iucs 16328 (~I) 18317 (~ I ) 18818(H ) 20837 (36) 
( i ) 'J:I\ Ht.1 \l' llU C: 10919 (67) 122112 (6 7) 1.1010 (69) IH~2 (69) 

T:L'\t.:~ 011"Agril·ullural lrn .. ·0111c: IM 5 2 2 

T:L'\':L.':i un Saks. T racie. 1..'h.' 7024 8 1'17 (67J 8Jl!6(65J 9590 (67 1 

S1a11.: E:i:ci~c l l!34 186•) ( 151 205l! ( 161 2114(15) 

T;L't L.'S on vchidcs 578 590(5J 64X (SJ 746 ( 5J 

S1:utlJl'.\ and Rcl!istra1 io11 !Ci:., Ki l! 9 10 (71 1 Ul! (9 J 1079 (81 
l..<uul Rc\'L.'llm: 47 56 ( 11 50 l! 
Taxi:s 0 11 loOCxis :u1tl ~L"l . .-;c11ci:rs 223 242 (21 2l!3 (2 J 4 ll9(31 
°'her l ;L'{CS 377 4 1J (.11 445 (31 J l4(2J 

(i i ) Non Ta \ Rcn~nut.• 135 7 1711 (9) 1557 (8) 1861 (9) 
(iii) S1~uc'~ sharr or Union 1au.•) and duti~s 2667 278~ ( 15) 2870 (15) 30~ 7 (15) 

(iv) C:rnnls in a id from Gon·rn11wn1 or Ind ht 1385 1 5~0 (8) 1.38 1 (8 ) 1587 (7) 
2. ~fordhml'Ous C a11it :1l lfrccii>t\ .. .. .. 
3. R"''-'t1\0l·ril·~ or 1.oans and A<lnm~ .. ·~ 3 1-l{ l 1 .159( 1 J 324( 1) 433 ( I J 

4. T olal lh•,,•nu« and :"on dd>I capital r«cdpts ( I +2+.l) 16(>42 l ll676 19 142 2 1270 

~ - l'uhlic lkht ltccd1>ts 371 1 (9) ~7JI (1 1) 4 5 22 ( 10 ) 9396 ( 16) 
lnlcmal Uebt (cxclmli11g Wai'.'\ :u1d Mc:u1s J\ch';u1ccs :ui cl O "crclm0s) 1288 4665 3609 7347 
Net trrub al.'.:t io113 1mdl!r \\'ay!\ ~u1d ~ h.·:u13 J\d\·~ul('l!~ :u1d OvcrdraOs 4 12 .. .. 11 29 . 
J.o;u1!) ;uut Adv;u1i:..:s from Gov..:nu11..:11 t of h tdia 20 11 66 913 \120 

6 . Total l(«cl'ipts in t he Consolicla tcd Fund H +S) 20J~i.1 2.\407 2366-1 30(,(>6 

7. Cuntin~l· nry Fund Rl'l'cip ts .. .. I .. 
8. Publk /\\.'count Hct:l'i llh 1954 5(49) 2 12K6(47J 2 1209 (47) 27 156 

9 . Tot:1I lh-cd1>ts or the S t:1 ll' (6+-7+8) 39898 44693 4~8H 57822 
l'url JJ. f;.,Ypt•11Ji111re/ D il bt1rscm l•11f 

10 . H.c n ·nul' E\p l1lldi1urc 20728 (9~) 21753 (92) 21 557 (90) 25688 (92) 

l'l :UI 2341 2336 ( 111 242 7 (11) 297.l (12) 

Nun Pl:u1 IM.187 194 17 (89 ) 19 130 (89 ) 227 15 (881 

General Scrvi\·cs (i11cludi11g i111c n:!<i l n;t\1 11e111~1 7743 8354 892 1 9895 
Social S.:n ·ii.:cs 7644 7792 7677 7974 

Ecoumnk Scn•k cs 43 16 4628 4241 6262 

Gr.ulls·i1r;Jd .-uul l"<'ntrilm1iu113 1015 97') 7 17 1557 

11 . C ap itol E\pcnditure G~S (3) 15H (6) 1778 (8) 1628 (6) 

l' l:u1 14'17 lll67 1659 (93J 1498('12J 
1'011 l' l:u1 (-1802' (-1320 119 (7) 130 {8) 

Gc11cml Service s 156 152 151 174 

So~1al Scr\'iC'c5 270 6J4 666 6 16 
h .·0110111il· Scrvkc' 2 19 761 96 1 ~.18 

I ::? . Ohhur~\.'Jll l'Ol of Loans :111d Ad\ ~llh" l') 6 51(3) ~ 53(2) sn ( 2) 6% (2) 

IJ. T oi.I (10+11 + 1!) 2202~ 23753 23882 280 12 

I~ . lfrl'".'' llll'nt~ o r l'uh lk l>eb l 603 l 2) 855( 2) 107<1( 2) 2 1~~ (4) 

l1>1emal l)ebl (exd 11dJ11c Way' :u>tl ~k:u» /\ch-:u>cc• aud Owrd ra(h l 13 2 16.1 3~6 s.n 
t'.:l lr.u1~"'1 ion.5 m1t1cr \\"ay!\ ~utd f\ k.ul!\ t\d\"aJll"l'.S ~utd Ovcrdmfl .. 170 l~O .. 
I .o:uis ~u1d Aclva11tes from (iu\'~num·ut of India ~71 522 590 1607 

I ~ . Armropr iation lo CorHill~l'IH'\' Fund .. .. .. .. 
l it. Totnl dbhuo"""'''nl out or C on,olidatod Fund (13+1~+ 1 5) 22617 2~(108 249511 301% 

17. Cuntin~cnry Fund <Jbi,hur)l'IUl.'nh .. I .. .. 
18. Puhlk A~c.· ount dishur"Sl'lnl' ll l ~ ! ~113 1 l)•J.:-l 10059 27578 
19. To1a l disbur. .. mcnt b•· thl' S rntc ( 16+17+18) 39840 44553 ~5017 577.l~ 

l'nrr C. /Jdicils 
20 . lt l'\'CllUC Odid t ( l · 10) ~~00 3~36 2739 ~85 1 

21. Fiscul Odicit H - 13) 5382 5077 4740 6741 
22. l'rirnary Ddicit (21-2.l ) 267 1 1953 1227 2609 
Pn rl /). Oth~r dt1ta 

?J. IJlll' fc~I Payment~ (inl'lud\.'d iu rl'' 'l' llUl.' cl.pcndih.irl.') 2711 3 124 35 13 4 133 

2-l. Ar n .·urs o r H.l.' \"('nuc ( P l·rn·nl :Ji:l' ur ·1 al and llOO•lax RC\'t.'O UC 8664(7 1) 8707 (62 ) 9 17 1(631 11424 (5l! J 
llccdpts) 

25. Finunl'iul Assist:111rc to 111,·a l b odil'> etc .. 422 1 .l\170 2977 5988 

26. ''"" and ~·leans Ad• .. nro'10 w 1·drnrt ll \'ail«d (davs) 
\Va)~ ;u1d Me;:u1s .'\d\';u1-:l.'.'i :t\·aik d (daysl 3761(202) 5 152 (2 19) 4855 (2061 8624 (284J 

Owr.lrall "" ailed ( days I 1486(551 1713 ( 761 4 11 0 ( 148 ) 19 11 (7 1J 
27. lnh•n.·~I on \\':iys ant.I '.\ l l'1tn ~ Ath:inc l's/On·rdraft 8 16 27 24 

2R. C:russ S I alt• l)omd lic l' ruduct (\.S Dl')1
" ll <H-19 14 11 09 1435 17 154566 

29 Out .iamJing Fiscal liahi liti«s (year end)' 211-130 J.3.H I 37933 439 15 

.10. Ou1 ~ 1 :uuJin?.?. 2u:1ranll'l'S (\ear t..•nd ) (induding inecrcst) 565.J 6780 8570 8677 
Jt. !\hl\hnum :unounl ~uar:mh.'t..•d ( H'11f\.' lld) 1021.l 11027 14695 16353 

J2. !'\umber or inco1111>kll' 1>roicr l> 16 211 5\1 45 
3.l. Capilal hlockt«J in incompktc proj«cl> 215 .l04 824 373 

Fig ures in Llrackt•ls n •pn•st•ut pcrcentagt•s (rountletl) lo lota l of each suh- lll'atling 

# !\Ii nus fig ures maiuly tlul' lo conn•r s ion of equity in Tamil Natlu Ell'c1ricily Uoartl to .tuiff compensa1lo 11 

@. CSDP fi g ures o f a ll yt·urs rl',·isrtl ado pting the figurl's l'Om municatl'd b y Gonrnml'nt 

151 

I .2.1- 2sa 

(l~upl'cs in n o re 

"2003,.2004 : <:':: Avcnig£ · 

23706(38) 1960 1 
1 59~5(67) 13300 

I 6 

11005(691 Ktl4fJ 
1657( 101 1906 

1).\4(6 J 699 

13 16( 8 J 1052 
18 36 

6 11 (4 1 .!70 

40J(JJ 390 

209~(9) 1716 
35~~ ( 1 5) 2982 

2123(9) 1603 

.. .. 
575( 1) 40 1 

2428 1 20002 
9723(16) 6~1 7 

8700 5122 

.. 308 

1023 987 

34004 264 19 

.. .. 

28107(451 2346 1 

621 11 ~9880 

2527 1 (85) 22999 

4436( 18) 2903 
20835(82) 20097 

10589 9 100 

859~ 7937 

4607 48 11 

1477 11 5 1 
3590( 12) 1838 

3469(97) 1 9~8 

121(31 (· I 150 

253 177 

1512 740 

1825 92 1 
10 11 (3) 672 

29872 25509 

39~8(6) 1725 

H 2 382 

55 73 
3 16 1 1270 

.. .. 
33820 2723~ 

.. .. 
27196 22398 

6101 6 49632 

1565 3398 

559 1 5506 
891 1870 

4700 36.16 

724 7 (40J 8643 

5 128 4457 

1710(41 ) 4810 

.. 1844 

9 17 

170530 147234 

49-;.45 38629 

10098 7956 
I 8l!43 14128 

59 40 
552 • 454 



Audit Report (Civil) for the year ended 31 March 2004 

Appendix II 
(Reference: paragraph 1.4; page 4) 

Abstract of Receipts and Disbursements for the year 2003-2004 

2002-2003 

20836.74 

14341.71 

1860.62 

J047.57 

454.76 

602.50 

529.58 

4850.96 

Section-A: Revenue 
Rc\·cmac rccdp1s 

-Tax rc\'Cl1UC 

-No11-ttt\o: revemte 

-S1a1e's share of 
Union Taxes 

-Non-Plru1 gr.u11> 

-Grrulls for S1a1c Pl:u1 
Scheme 

-Granis for Central 
ru1d Cen1ral ly 
sponsored Plan 
Schemes 

U Revenue dcfici1 
carried over 10 
Scc1ion 13 

Sec1ion-8 : Others 
81.80 lU OpeuingCa.h 

balru1<>! including 
Pcnnancnl Ad,·ances 
ru1d Cash Balance 
lnvcsllncnt 

.IV Miscellaneous 
Cap11al receipts 

1594-1.97 

2093.79 

J544.20 

532. 19 

936.44 

654. 12 

2003-2004 2002-2003 

2J705.71 

1565.24 

169.35 

25687.70 

9894.91 
7974.05 
4145.33 

1187.88 

443 53 

20.79 

505. 13 

114.62 

15J 1.56 

25.2 1 

6261.62 
I 14J.5 1 

608.94 

15.74 

486. 10 

2002.27 
JOO.JO 

J67.59 
3.07 

1334. 10 

1557. 12 

25687.70 

1627.54 

173.45 
6 16.07 

13.60 

48.37 

538.36 

0.61 

14.34 
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Revenue 
cxpcndi lltn:· 
Ccncral ~l'rVict.'~ 
Social Scr'"icc•· 
-Educa1 ion. Spo rts. 
Art and Cullnrc 
-Hc;Jth ;uul F;unil) 
Welfare 
-\\"a1cr Supply. 
Sanitation. Housing 
;u1d Urtxm 
Developmc111 
-lnfon11atirn1 tu1d 
l3roadc:is1ing 
-Welfare of 
Schedukd Casie>. 
Scheduled T ribes 
ru1d Other 
Backward Cl;~.scs 
-Labour :u1d labour 
Welfare 
-Social Wei fare and 
Nulrilion 
-OtJ1crs 

EconoJnic Sl'n1icl's-
-Agricullurc ;u1d 
Allied Activi1ics 
-Rural 
Uevelopmenl 
-Special Area. 
Progr.unmcs 
· lrrigaiion ru1d 
Flood control 
-Energy 
-Industry ru1d 
Minerals 
-Tr:utsport 
-Science. 
Teclmology :u1d 
E11viro1m1e11t 
·GencraJ Eco110111ic 
S\!rv1ces 
Grants-in-aid and 
Conl ribu 1 ion~· 

To1al 
U Revenue Surplus 

carried over to 
Scclion B 

UI 

IV 

Opcniug Ovcrdmll 
from Reserve B:ulk 
of India 

Capital Outlay-

General Sl'rviccs-
Social Services-
-Educa1ion, Spons. 
An and C uilurc 
-: lcalU1 and ramily 
Welfare 
-\Valer Supply. 
Sru litai ion. I-lousing 
:u1d Urban 
Dcvelopmenl 
·lnfon1w1io11 and 
Broadcas1ing 
. Welfare of 
Scheduled Ca.~1cs. 

Scheduled T ribe> 
aud Othe r 
Bac""•ud Classes 

:-Oon-Plun 

10556.22 
6242.59 
3971.99 

86501 

19086 

2291 

2JO 17 

142.92 

798.14 

20.59 

2707.H 
572.84 

120.84 

0.48 

4 12.JI 

250.77 
I IJ.~7 

360.28 
0.35 

875.73 

1328.93 

20835.2 1 

88.16 
32.08 

( ·) 0.36 

J0.28 

1.25 

(Ru11ccs in cror·e) 
'·'.· '.·:>.·. 

Plan Tomi 2003-2004 

25270.<>5 

Jl.89 10589.11 
2355. 18 8597.77 

20.l.08 41 75.07 

337.95 1202.% 
.., 

365 84 556.70 

0 .81J B.80 

3 18.42 548.59 

2.13 145.05 

1125.80 1923.94 

1.07 2 1.66 

1899.93 4(107.40 
529.25 1102.09 

784.46 905.30 

14.76 15.24 

125.43 537.74 

189.33 440. 10 
11 1.24 225. 11 

90.96 451.24 
25.95 26.30 

28.55 904.28 

147.74 1476.67 

4435.74 25270.95 

579.63 

3589.9 1 

164.13 252.39 
1480.17 1512.25 

79.43 79.07 

65.91 65.9 1 

1250.55 12M0.83 

2.06 J .3 1 

75. 17 75.1 7 



Appendices 

153 



Audit Repon (Cil·il) .fort he year ended 3 1 March 2004 

20836.74 

432.69 

725 1.9 l 

288.89 

(-) 967.41 

(-)59 1.98 

894.3 l 

(-) 45.7 l 

25687.70 

696.65 

l627.54 

l. 

2. 

3. 

Appendix Ill 

(Reference: paragraph 1.4; page 4) 

Sources and Applications of Funds 

' So'1fces 

Revenue receipts 

Recoveries of Loans and Aclvam:es 

lncrease in Public debt other than overdraft 

4. Increase in overdraft 

5. Net receipts from Public Account: 

6. 

7. 

l. 

2. 

3. 

Increase in Small Savings and Provident Funds 

Increase in Deposits and Advances 

Increase in Reserve Funds 

Net effect of suspense and Miscellaneous 
transactions 

Net effect of Remittance transactions 

Net effect of Contingency Fund transactions 

Decrease in closing cash balance 

Revenue expenditure 

Lending for development and other purposes 

Capital expenditure 

4 . Decrease in overdraft 

87.55 5. Increase in closing cash balance 

. :i'lfo,'~'.44°/:U .... ·,t::'::'\\: 'i~a11 . 
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(Rupees in crore) 

200.3:.2004 

23705.'7 l 

574.55 

5774.99 

262.15 

12.30 

58.36 

465.33 

11 2.90 

25270.95 

10 10.57 

3589.9 1 

579.63 

515.23 

309§6.29 



• 

Appendices 

Appendix IV 

(Reference: paragraphs 1.4, 1.8.l and 1.8.2; pages 4 and 14) 

Summa rised Financial Position of the Government of Tamil Nadu as on 31 March 2004 

21997.64 
8999.SS 

4.34 
958.88 

10803.52 
651 .42 
579.63 

11564.74 
85.90 

2839.53 
:$520.11 

30.79 
88.41 

150.00 
6669.44 
3092.81 
623.68 

2992.74 
J 1229.48 
4611.54 

256.86 
3799.39 

555.19 

33.JS 
6.85 

(·) 549.52 
169.35 

6.55 
155.69 

1.21 
5.90 

25816.22 
4850.96 

(-)714.92 
21680. 18 

l nh'rnal Deht -
Market Loans bearing i1n..:res1 

Markd Loans nol bearing interest 
Loans from Lifo Insurance Corporation of India 

Loans from other Institutions 
Ways and Means Advances 

Overdrafts from Reserve Bank oflndia 

Loans aud Advances from Central Government -
Pre 1984-85 Loans 

Non-Plan Loans 
Loans for Stale Plan Schcm..:s 

Loans for Central Plan Schemes 
Loans for Centrally Sponsort.><I Plan Schemes 

Contingency Fund 
Small Savings, Pr ovident Funds, e tc. 

Deposits 

Gross Capital Outlay on Fixed AsSl'ts -
Investments in shares of Companies, Corporations. etc. 

Other Capital Outlay 
Loans and Advances -

Loans for Power Projects 

Other Developmelll Loans 
Loans lo Govemmelll servants and Miscel laneous loans 

Resern~ Fund Investments 
Ad~·anccs 

Suspense and Miscellaneous Balances 

Cash -
Cash in Treasuries and Local Reminances 
Deposits with Reserve Bank 
Departmental Cash Balance 
Pcnnanenl Advances 

Cash Balance Investments 
Deficit on Govunmcnt Al·cou11t -

(i) Revenue Deficit of the current year 
(ii) Miscellaneous Deficit 

@ Differs fro m the figures shown in the last years' Account d ue to proforma correction 

11 537..Jl 
4.15 

944.02 
16248.93 

596.33 

65.92 
119.81 

9010.34 
29.56 
91.26 

2257.13 
1554.98 

385.87 
4 131.22 
. 530.47 

2.70 
80.50 

1.7 1 
5.94 

593.73 

1565.24 
(-) 64.45 

(Rupees in crore) 

293]0.84 

9426.90 

150.00 
6931.59 
3106.89 

683. 14 

17812.11 

5047.56 

34.26 
8.64 

l·) 950.40 
684.58 

27311.00 

A Difference between assets and liabilities on 31.03.2003 is due to proforma corrcctio;1s as stated at @ 

Explanatorv Notes for Appendices II, III and fV: 

The abridged accounts in the foregoing statements have to be read with comments and explanations in the 
Finance Accounts. . 
Government accounts being mainly on cash basis, the deficit on Government account, as shown in Appendix IV, 
indicates 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 figure in the accounts. 
S uspense and Miscellaneous balances include cheques issued but not paid, payments made on behalf of the State 
and other pending settlements etc. 
There was a difference of Rs 2532.14 lakh (net credit) between the figures reflected in the Accounts and that 
intimated by the Reserve Bank oflndia under "Deposits with Reserve Bank". A net difference of Rs 53.82 lakh 
(net debit) had been reconciled (April 2004) leaving a balance of net credit of Rs 2590.46 Jakh. 
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A 11di1 Repor! (Civil) for 1he y ear ended 3 I March 2004 

Appendix V 

(Reference: paragraph 1.4; page 4) 

List of rates/terms used in Chapter I and basis for their calculation 

Buoyancy of a parameter 

Buoyancy of a parameter (X) with 
respect to another parameter (Y) 

Rate of Growth (ROG) 

Trend I Average rate of growth over a 
period of five years 

Average ratio of one parameter to 
another over five years 

Development Expenditure 

Weighted Interest Rate (Average interest 
paid by the State) 

Interest spread 

Interest received as per cenl to Loans 
Advanced 

Revenue Deficit 

Fiscal Deficit 

Primary Deficit 

Bal.ance from Current Revenues (BCR) 

Rate of Growth of the parameter I GSDP Growth 

Rate of Growth of the parameter ('X.)/ 

Rate of Growth of the parameter (Y) 

f (Current year Amount/Previous year Amount) - 1] * 100 

(LOG EST (Amount of l 998-99:Amount of 2003-2004) - 1) * 
100 

Average of parameter (x) over five years I Average of parameter 
(y) over five years 

Social Services+ Economic Services+ Grants-in-aid 

Interest payment/ [(Amount of previous year's Fiscal Liabilities+ 
Current year's Fiscal Liabilities)/2 J * 100 

GSDP growth - Weighted Interest rates 

Interest Received [(Opening balance+ Closing balance of Loans 
and Advances)/2] * 100 

Revenue Expenditure - Re:venue Receipt 

Revenue Expenditure + Capital Expenditure + Net Loans and 
Advances given - Revenue Receipts - Miscellaneous Capital 
Receipts 

fiscal Deficit - Interest Payments 

Revenue Receipts minus all Plan gr.ants (under Major Head 1601-
02,03,04) and Non-Plan revenue expenditure 

ts6 
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Appendix VI 

(Reference: paragraph 1.7.5; page 14) 

Cases of misappropriation pending action as on 30 June 2004 

(i) Department-wise analysis 
(Rupees in lakh) 

1. Agriculture 40 216.48 

2. Animal Husbandry and 87.85 

3. 

4 . 

5. 

6. 
7 . 

8. 

9. 
10. 

11. 

12. 

13. 

14. 

15. 

Fisheries 

Commercial Taxes and 
Religious Endowments 

Co-operation, Food and 
Consumer Protection 

Education 

Environment and Forests 

Finance 

Hand loom, Handicrafts, 
Textiles and Khadi 

Health and Family Welfare 

Home 

Labour and Employment 

Public 

Revenue 

Rural Development 

Social Welfare and Nutritious 
Meal Programme 

8 

25 

1 

7 

3 

30 

3 

2 

232 

11 

7 

100.96 

0.14 

59.99 

0.30 

6.97 

0.71 

35 .92 

7.45 

3.53 

1.92 

44. 10 

12. 19 

1.05 

16. Transport 2 10. 11 

(ii) Year-wise analysis 
(Rupees in lakh) 

i¥ea~Jtttt%tltl=?t:':tHtH:Ht:=:tt}(::@:=~µ@hfb~l~~e#!ldAbili'i.ijitftfHfttt: 
Up to 1997-98 333 156.87 
1998-99 12 10.29 
1999-2000 7 13.72 
2000-2001 3 99.92 
2001-2002 4 88.72 
2002-2003 8 166.89 
2003-2004 7 53.26 

lS7 
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A 11dit Report (Ci vi/) .for the y ear ended 31 March 2004 

Appendix Vll 

(Reference: paragraph l.7.6; page 14) 

Cases of shortages, etc., reported to Audit 

(i) Department-wise analysis 
(Rupees in la kh) 

· ~I, N ~'.:\, 'P~P,.~rbJ.~~.~tl:'::::,:·:-::: .. , ;:=:. ... . . ' ·;:t.[·:\ ;" ~.uJnber Q! :~ses · ,:) A)~.0111H .,. .:·:: 

I. Agriculture 146 11 0. 13 

2. Animal Husbandry and 
fi sheries 

3. Backward classes and Social 
Welfa re 

4. Education 

5. Environment and Forests 

6. Finance 

7. Health and Family Welfare 

8. Home 

9. Labour and Employment 

10. Public 

I I. Public Works 

12. Revenue 

13. Rura l Development 

42 

2 

24 

7 

5 

25 

2808 

8 

10 

5.4 1 

2.73 

4.04 

8.61 

5.77 

21. 17 

2.6 1 

0.03 -

1646.97 

1.67 

7.76 

14. Transport 1.97 

(ii) Year-wise analysis 
(Rupees in lakh) 

-?~?-~at::::::::::;:::;:=::~:/-:t?:'·f.:r',·r:x: ::::_·',\:,:::.:=; ,.::_· .. ;:::·:::::::;N~t>et·:or:~As~s'" ·::· =, :·::·<·::·'.:/~fi.i~u~t ·> · ... :. 
Up to 1997-98 2083 770.49 

1998-99 468 470.81 

1999-2000 

2000-200 1 

2001 -2002 

118 

102 

137 

204.38 

48.74 

78.05 

2002-2003 136 206.0 I 

2003-2004 37 40.39 

15.8 
.. 



N . -
-; 

I 
N 
-.j 
Al 

• 

Agriculture 

Government 
Agricultural 
Engineering 
Workshop, 
Chennai 

Appendices 

Appendix VIII 

(Reference: paragraph J .8.8; page 15) 

Summarised financial position of the Government Commercial/Quasi commercial undertakings 

1952 200 1-02 783.64 9.34 

;:::: ···.;: 
:;;::: .. ::::; 

* 37.56 

Net profit. ( + )/ 
!-o~s (T~i\ :·: . 

.... Bef~~~=::'@.t. 

charging' 
intl!res{ ·= 

After}}/' M ean 
char ging capita] 
interest 

on capitaL on capital:· 

(-) 50.94 (-) 58.99 760.64 

(Ru ees in lakh) 

Percen.tage of return on 
mean capHal 

B efore 
char ging 
interest on 
capi.tal 

Aft.er 
ch~rging 

in ter t'st on 
capital 

.-:-.' 

* The workshop had not been providing depreciation as the provision towards depreciation made up to the year 1995-96 had exceeded th e historical cost of the fixed 
assets. T he depreciation reserve fund account was therefore closed . 
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Audit Report (Civil) for the year ended 31 March 2004 

Appendi~ IX 

(Reference: paragraph 2.3.2; page 28) 

Excess over provision of previous years requiring regularisation 

(Rupees in crore) 

Y~r:> · ' : ·Numbeiof ' <t · G~~ritJ · Amount \ stage of consideration by 

tfii·:!i!l:liiiiJil!i!::·.r:t!.ii;;;:;:;;~;~~~~~~#!1~n.~:·::l=::.::jjJ.,::'';~~Q,((;:~:i::t i:lii.:!:,::,::,,,~~ :;:it~s,~,:,,,:;:('::$§,~~~~J#f:;:<~~~tm> 
1997-1998 7 Grants 19,20,23 ,26,35, 299.42 Explanatory notes arc 

38 and 45 awaited. Not yet discussed 
5 Appropriations 15,29,35,45 and by PAC 

55 

1998-1 999 16 Grants 3.5,6, 17,20,27, 
30,33,35,38,39, 
40,48.50,52 and 
57 

2 Appropriations Debt Charges 
and 45 

1999-2000 9 Gran ts 

I Appropriation 

2000-2001 6 Grants 

7 Appropriations 

2001-2002 3 Gnp1ts 
4 Appropriations 

2002-2003 12 Grants 

2, 17,26,33,35,38, 
41,45 and 46 

29 

6, 2 1, 29, 35, 47 
and 61 

Debt Charges, 
29, 35, 41, 42, 54 
and Public Debt­
Repaymcnt 

32,35and41 
16, 42, 54 and 
Public Debt-
Repayment 

Revenue - 1, 14, 
16,20, 35, 38, 48 
and 49 

Capital - 6 and 
26 
Loans - 5, 20 
and 40 

4 Appropriations Revenue - 1 and 
21 

Capital - 20 

Loans - Public 
Debt-

160 

232 .85 Explanatory notes are 
awai ted. Not yet discussed 
by PAC 

362.99 

2239.47 

379.38 

2436. 71 

Explanatory notes arc 
awaited. Not yet discussed 
by PAC 

Explanatory notes are 
awaited. Not yet discussed 
by PAC 

Explanatory notes are · 
awaited. Not yet discussed 
by PAC. 

Explanatory notes are 
awaited. Not yet discussed 
by PAC. 



Appendix X 

(Reference: paragraph 2.3.3; page 28) 

Grants/Appropriations where excess requires regularisation 

Appendices 
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0
. _.J~_. o·_ .. _' .. 1•_ ,'•_:'_:_·· .: _. _.,_•·.' ·.•.•.•·.•.·.·.','.·,·····' ,:_,_._f_:_·,_,,:·_,_:·_,·,, "_ .. ••·,:_·.· .• _.,•·,:,:·,•_ .. '.•.',::_ ... ,',:,u, •. ,J ,','··',._'··'•.·,:·,·.'.' ... ,'.•:,.-,•_•, ·_'·.•.••.'.• .. <> "' ·.·:·.··.: ~ . . . . .. NU.ji1'b~Wlt_~.-.:,_._h_._:_,_~-•.:_'·.•·_'1i .• _·_•· .• ;~~~~~r~!?tJ4#6~: 'tfrY r . .,., F~- ...... ·., ... , ·.: ·. · . . 

:· :• ?\ , i :::: ::> ,. · .. : ?< \J': ' ,,,, ., .,,,. ' ,,,,, /•-.:_,_:_:_,'.•.,•,•_,•.:.:_:.••.'•.!:.:.:_:,_•:.'.:•_,_'_/ (R_ ·.<SJ..: '•.·•.:::_.;:: ·_,_ •. :.,_\_',•.••_'·.•.:: :_,•_,:.::: T~.· .· .··.~) ?\_·.> +.+ : >I{ . '( .R_. ~~f ··" . ·::·::;.:: :.;:;:::: .·.·.·.:··-::··-:.:····.:··· :.::\/.:.:·: . ··::-:.:·::;:; .;:-::::.·-::.:::;:·;: ~{(~:;\?=;::): :;::;:;: :;:· 

8. 

Charged Appropriations -

Sta te Legislature (Revenue) 2804000 314/CJ/6 

18907 1 

42 765 

796000 

100793 11 9 

54660590 

875394 

1785000 

337916 

9. 14 Environment and Forest 293000 523355 230355 
Department (Revenue) 

10. 38 Public Works Department 52/J OOO 5326013 //5013 
(Revenue) 

11. 48 Pension and Other Retirement 463000 596181 133181 
Benefits (Revenue) 

12. D ebt Charges (Revenue) 45609770000 46995868413 J 3860984 J 3 

• 
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A 11di1 Repon (Civil) for the year ended 31 Morch 2004 

Appendix XI 

(Reference: paragraph 2.3.7; page 28) 

Grants/Appropriations where expenditure fell short of original provision augmented by 
supplementary provision 

(In thousands of Rupees) 
·'·· S'CN:ti:: :x. ~~fGb~lr 

· ::. 

, prfrir~~J;? u:::::: <.Actliat,/.o:: :·: : §«P.i>(~n.~~t~'.ff. ·. $a\ii~gf MJ:t ot : · .. :: .. {\//:: :::}: 
:;.·::·:· ·-:.;··· 

;:\}:i, .. P:rovisi:o1..- ~xiie'ittiitti(e : :'ri ro:V is:i ori : · Orie.i1f~1 . pr.-()vision ··:· ._.:·::::~ ::::-::=:<:: ·.·.·::: 
·.·.· 

Revenue: 
01 129789 115300 J 14489 

2 02 107320 105489 6036 1831 

3 03 1444717 1262154 4218 182563 

4 04 3835033 3486734 11469 348299 

5 06 1769850 1532511 8274 237339 

6 10 4466009 3236282 8 1229727 

7 l l 812084 794756 63386 17328 

8 17 580507 512416 3 68091 

9 18 13450188 11591998 25480 1858190 

10 19 7368369 5755453 9020 1612916 

11 20 6198464 5479320 655 171 719144 

12 21 12371020 10717742 36524 1653278 

13 22 647005 607297 6 39708 

14 23 630802 623322 6797 7480 

15 24 421591 344535 4 77056 

16 26 413273 320732 4 92541 

17 27 284995 266434 52455 18561 

18 28 262644 248 100 12 14544 

19 29 597473 500250 15910 97223 

20 30 83689 56652 2 27037 

21 31 178 1·094 1545936 8583 235158 

22 34 223585 203443 6 20142 

23 36 26556 1 2210 17 15486 44544 

24 37 820430 723484 2629 96946 

25 39 8836279 8103234 45 733045 

26 41 41 807995 34338605 20 7469390 

27 42 638705 375363 6 263341 

28 44 414742 360522 4014 54220 

29 45 28 1011 238397 3 42614 
30 47 261623 235533 7 26090 
31 48 42297135 32929594 12 9367541 

· 1·62 



SI. :•fa 

.:::.· .. 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

Grant 
Number 
Capital : 

09 

12 

14 

18 

21 

25 

33 

35 

38 

40 

42 

Totai of Revenue 

Total of Capital 

'G rand Total 

.·.·· original 
rovision 

52608 

82676 

11 34468 

35270 1 

1528953 

826980 

5450003 

66883 

5298456 

128451 

21353 

15.3502982 

14943532 

168446514 

Actual 
ex enditure 

40053 

67402 

951 739 

319572 

1034893 

617180 

4794167 

63462 

4353255 

925 

4233 

126832605 

12246881 

139079486 

163 

Supplementary 
rovision 

498 

4464 

10 

3 

2 

2 

4521 12 

925593 

457095 

1382688 

Appendices 

rovision 

12555 

15274 

182729 

33 129 

494060 

209800 

655836 

342 1 

945201 

127526 

17120 

26670376 

2696651 
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Audit Report (Civi/J fo r the y ear ended 31 March 2004 

Appendix Xll 

(Reference: paragraphs 2.3.7 and 2.3.8; pages 28 and 29) 

Grants/ Appropriations where Supplementary provision obtained in March 2004 proved 
unnecessary 

(Rupees in lakh) 

:.:.,.~,.,·,·,~ .. '.:.·,·.·.:_=,:,·,··.·.·,'.··.:,·.· .. ·.··:.·,,·,·_.'·'·_,:·:··.'·N·'·'···'.·'· .. ·';·;.:u.',:_,·.,,·_.,··.:n .... ·_·,·.:.,·.b ..... :.e ... ·_,:_.·.r_ .. ·_::\ p.:•:_ .. _d·.·· HtJe '~.:r .. :.::r.,•: . .-a.:._:;_f _'.: .. r.i .. ~.a .. ;. p.>' .. ~ .. :=·;; f ~~:~-~!~, •• :: .. :' '. ,, ."' ... ·'=· :::::;:,:;; i •::•= .··::., .. ~~j~i~l~e~tar~'_. , ·' Fi~al savin~ ..•• 
· ., .. ,,., ... ,,, •. ,,,,.,.,,,,, ... , ............ ,,,,,,,,,,,,,,,,.,,,::::::;:::/.·:>''< .•::.:·.:::::r,,::::::::•:'t:/.:i:.:.:_/:.•'.•.•:,•,:.,·.•·(M ... _ .. a_·_.",·.··,r.'_·.·.•'.·.·.t .·'' .. h._":Z. 6ti.·_4_'•.•_)·_.:_·:,.·_: .• • .. ::.:_i_ •. :.·,•_= .. :.:_ )? • ,,. :.}::.=:":'''''''·· ...... ,.,.,_. .. ,:,:.: ::')'••:':r=:•i ·':."'''\'.•''· _:·: :·::::·":.. , ... ,., ... , . .. . , .. ,., · , .•. · .. : ,,,,,, .... , ,,,,,,,,,,,,,,,, .,,.,,, -

I. 

2 .. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

2 1. 

22. 

23. 

24. 

25: 

26 . . 

Voted Grants -

2 

3 

4 

6 

10 

11 

13 

17 

18 

19 

~o 

21 

22 

23 

24 

26 

27 

28 

29 

30 

3 1 

34 

35 

36 

37 

Revenue 

State Legislature 

Governor and Council of Ministers 

Administration of Justice 

Adi pravidar and Tribal Welfare Department 

Animal Husbandry and F isheries Department-Animal 
Husbandry 

Commercial Taxes Department - Commercial Taxes 

Commercial Taxes Department - Stamps and 
Registration 

Energy Department 

Handlooms, Handicrafts, Textiles and Khadi 
Department - Khadi , Village Industries and Handicrafts 

Health and Family Welfare Department 

Higher Education Department 

Highways Department 

Home Department - Police 

Home Department - Fire and Rescue Services 

Home Department - Prisons 

Home Department - Motor vehicles Acts -
Administration 

Industries Department 

Information and Tourism Department - Information and 
Publicity 

Information and Tourism Department - Tourism 

Information and Tourism Department - Stationery and 
Printing 

Information Technology Department 

Labour and Employment Department 

Personnel and Administrative Reforms Department 

Planning and Development Department 

.Prohibition and Excise Department 

Public Department 

164 

0.03 144.92 

60.36 78.67 

0.10 1867.8 1 

0.35 3597 .68 

0.24 2456.13 

0.08 12297.35 

633.86 807.14 

0.03 2495.37 

0.03 680.94 

1. 15 18836.70 

0 .30 16219.36 

655 .7 1 13743.15 

0 .90 16898.02 

0 .06 397.14 

67.97 142.77 

0. 04 770.60 

0 .04 925.44 

0 .05 7 10. 16 

0.1 2 145.56 

0 .02 11 3 1.33 

0 .02 270.39 

0 .19 2437.41 

0 .06 201.48 

0 .07 221.34 

154.86 600.30 

0 .29 995.75 

.. 



-f . 

..,,,. 

;;;;iii" 

27. 39 

28. 41 

29. 42 

30. 43 

31. 44 

32. 45 

33. 47 

34. 48 

I. 9 

2. 12 

3. 14 

4. 18 

5. 19 

6. 2 1 

7. 25 

8. 33 

9. 35 

10. 38 

11. 40 

12. 42 

I. 2 

2. 3 

3. 9 

4. 10 

5. 45 

Revenue Department 

School Education Department 

Small Industries Department 

Social Welfare and Nutritious Meal Programme 
Department 

Tamil Development Culture and Relig ious 
Endowments Department - Tami l Development -
Culture 

Tami l Development Culture and Religious 
Endowments Department - Hindu Relig ious and 
Charitable Endowments 

Youth Welfare and Sports Development Department 

Pension and Other Retirement Benefits 

Capital 

Backward Classes, Most Backward Classes and 
Minorities Welfare Department 

Cooperation, Food and Consumer Protect ion 
Department 

Environment and Forests Department 

Health and Fam ily Welfare Department 

Higher Education Department 

Home Department - Police 

Housing and Urban Development Department 

M unicipal Administration and Water Supply 
Department 

Planning and Development Department 

Public Works Department 

Rural Development Department 

Small Industries Department 

Charged Appropriations -

Revenue 

Governor and Council of Ministers 

Administration of Justice 

Backward Classes, Most Backward Classes and 
Minorities Welfare Department 

Commercial Taxes Department - Commercial Taxes 

Tamil Development Culture and Religious 
Endowments Department - Hindu Religious and 
Charitable Endowments 

Loans 

Appendices 

(Rupees in lakh) 

0.45 7330.90 

0.20 74694.10 

0.06 2633.48 

31 10.02 3156.31 

0. 14 582.34 

0.03 426. 17 

0.07 260.97 

0.1 2 93675.53 

4.98 130.53 

44.64 197.38 

0.10 1827.39 

0.03 331.32 

15.89 53.98 

0.0 1 4940.6 1 

0.0 1 2098.0 1 

0.02 6558.38 

0.02 34.23 

0.62 13973.13 

0.0 1 1275.27 

0.0 1 171.2 1 

0.01 38.80 

51.67 216. 16 

29. 10 29.1 7 

0. 79 0.81 

0.01 0.70 

I. Public Debt-Repayments 0.09 . 4 73674.l~ 

:l:1::::1:::::::::::::::1:::::::::i::::::::::::::i:::w~!!!:::;::rn::::::::'::,::;::::::::;,::::1:::::::::r::::::::1::::::t]':::1:::::::,:::::::::j::r:::::::::::::::::::::::·:::::::::::::]::::::::::::I:]::::,:1I:r:::::::::::::::::::':::::::':::::1,I.~~?:::::,:::::::::1::::::t::124:2~&:zf::11 
':::~r~imw9~~\:::::I':=:.::]:U:::::1::::,:::::::::::u:::::t:::::u::::::::,:::::::::::::.:::::.::::::;::::]::·U::::::]::·:t:':.:,:·:::::.::,:::::'::::,::,::,::-::::::u:::::u,u:::::]::::::::::::::::::::::::::]::::.::It:P:1~if~~:,::::t1::::::::::,:::1~§!g!~2,~'1~:::::: 
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A 11d i1 Reporl (Civil) for 1he year ended 31 March 2004 

Appendix XIII 

(Reference: paragraph 2.3.9; page 29) 

Grants/Appropriation where Supplementary provision obtained during 2003-2004 
proved insufficient by more than Rs one crore each 

I. 

2. 

Voted Grants - Revenue 

33 

40 

Municipal . 
Administration and 
Water Supply 
Department 

Rural Development 
Department 

Charged Appropriation 

Debt Charges 

(Rupees in lakh) 

0.11 1007.93 

7545. 11 546.61 

1470.24 13860.98 
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Appendices 

Appendix XIV 

(Reference: paragraph 2.3.1 O; page 29) 

Sta tement showing cases where expenditure fe ll short by more tha n Rs one crore each 
a nd a lso by 15 per cent or more of the tota l p rovision 

SI. No. Number and title of grant./appropriation Amount of saving in R upees in qore 

Voted (ira11ts -

I. 7 

. . . .. · .• ,·(< •.• ··: (P.efcen.tage of proyision) :. /:·::•:: : ./ ' .,) ... 

Animal Husbandry and Fisheries 
Depa rtment - Fisheries (Capital) 

l. 97 (67) 

Ma in reasons for saving: Savings mainly occurred under (i) Development of Landing fac ilit ies for 
Fishi ng Harbour (Rs 1.86 crorc) and (ii ) Construction of Masheer Hatchery buildings and laboratory 
buildings (Rs 0.25 cron:). Saving was due to non-finalisation of tenders in two places under item (i) and 
orders issued to take up works up to Rs five lakh only under item (ii). Savings were offset by excess in 
certain heads shown in Appropri ation Accounts. 

2. 8 Anima l Husbandry and Fisheries 2.28 ( 17) 
Department - Dairy Development 
(Revenue) 

Main reasons for saving: Savings mainly occurred under (i) Establishment of Directorate of Audi t for 
Milk Co-operatives (Rs 1.07 crorc) and (ii) Establishment staff of Milk Production and Dairy 
Development Department (Rs 0.65 crore), specific reasons for which have not been communicated (June 
2004). 

3. 9 Backward Classes, Most Backward 
Classes and Minorities Welfare 
Department (Capital) 

1.31 (25) 

Main reasons for saving: Savings mainly occurred under (i ) Construction of Hostel Buildings for 
students - Assistance to Tamil Nadu Backward Classes Economic Development Corporation for 
repayment of loan to Housing and Urban Development Corporation (Rs 1.31 crore), specific reasons for 
which have not been commun icated (June 2004). 

4. 10 Commercial Taxes Departmen t -
Commercial Taxes (Revenue) 

122.97 (28) 

Main r easons for saving: Savings main ly occurred under (i) Assignments of Entertainment Tax to Local 
Bodies etc., (Rs 50.80 crore), (ii) Amount transferred to In frastructure Development Fund (Rs 39.4 1 
crore), (iii) Distr ict Establishment - Coll ection charges for Taxes on Sales (Rs 37.20 crore) and 
(iv) Circle Establishment - Collection charges for Taxes on Sales (Rs l.35 crore), specifi c reasons for 
which have not been communicated (June 2004). Savings were offset by excess in certain heads shown in 
Appropriation Accounts. 

5. 12 Cooperation, Food and Consumer 
Protection Department (Capital) 

1.97 (23) 

Ma in reasons for saving: Savings mainly occurred under (i) Investments in Credit Co-operatives under 
the schemes of Integrated Co-operative Development Project (Rs 1.63 crorc) and (i i) Margin Money 
Assistance to Consumer Co-operative wholesale stores (Rs 0.20 crore). Saving was due to remittance of 
unspent balance under item (i) and specific reason for item (ii) have not been communicated (June 2004). 

6. 13 Energy Department (Loans)_ 40.38 ( 19) 

Ma in reasons for saving: Savings mainly occurred under (i) Loans to Tamil Nadu Electricity Board for 
Accelerated Power Development Programme (Rs 37.60 crore) and (ii) Loans to Tamil Nadu Electricity 
Board for Implementation of Rural Electrification under Pradhan Mantri's Gramodaya Yojana (Rs 3.38 
crorc), specific reasons for which have not been communicated (June 2004). Savings were offset by 
excess in certa in heads shown in Appropriation Accounts. 
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Audit Report (Civil) for the year ended 31 March 2004 

SI. No. 

7. 

Number .and title of grant(ap.propriation Amo~nt. of s~ving in Rupees in crore (Percentage 
,, of provision) 

l 4 Environment and rorest Department l 8.27 ( 16) 
(Capital) 

Main reasons for saving: Savings main ly occurred under (i) Tamil Nadu Afforestation project funded by 
Overseas Economic Co-operation Fund (Rs 2 l. 75 crorc) and (i i) forestry Programme including 
communication under Hill area development programme (Rs 1.21 crore). Savings was due to closure of the 
scheme under item (i) and speci fic reasons for item (ii) have not been commun icated (June 2004). Savings 
were offset by excess in certain heads shown in Appropriation Accounts. 

8. 15 Finance Department (Loans) 6.05 (30) 

Main reasons for saving: Savings mainly occurred under (i) Marriage Advance - controlled by the Secretary 
to Government, Finance Department (Rs 2.43 crore), (i i) Other advances - controlled by the Comm issioner of 
Treasuries and accounts (Rs 2.37 crore), (iii) Loans to Government Servants for purchase of Computers 
(Rs 0.97 crorc) and (iv) Loans for Purchase of Motor Conveyances Under Personal Car for Offa:ial Use 
Scheme (PCOUS) (Rs 0.25 crorc), specific reasons for which have not been communicated (June 2004). 

9. 19 Higher Education Department 
(Revenue) 

162.1 9 (22) 

Main reasons for saving: Savings mainly occurred under (i) Grants to Pri vate colleges (Arts and Oriental 
colleges) (Rs 85.35 crore), (ii) Arts ·college (Men) (Rs 26.58 crorc) (ii i) Arts College (Women) (Rs l 3.9 1 
crore), (iv) Madurai Kamaraj university (Rs 11.26 crorc), (v) Periyar University (Rs 6.06 crorc), 
(vi) Assistance to Regional Engineering College, Tiruchirappalli (Rs 3.86 crore), (vii ) Grants-in-Aid to Aided 
Polytechnic Colleges (Rs 6.63 crore), (viii ) Government Polytechnic Colleges (Men) (Rs 3.56 crore), (ix) 
Manonman iam Sundaranar University (Rs 3.64 crore) and (x) Ann a Universi ty (Rs 2.60 crore). Savings 
under items (iv), (v), (vi), (vii ), (ix) and (x) was due to reduction of funds under Grants-in-aid to the 
Universities. Specific reasons for items (i), (ii), (iii) and (viii ) have not b~cn communicated (June 2004). 

10. 20 Highways Department (Revenue) 137.43 (20) 

Main reasons for saving: Savings mainly occurred under (i) Transfer of Amount to Road Maintenance Fund 
(Core Segment) (Rs l 20.00 crore), (ii) Maintenance of Chennai City Roads with fi nancial assistance from 
Chennai Corporation (Rs 6.91 crore), (iii) Rural Roads (Rs 2.42 crorc) , (iv) Executive Establishment 
(General) Highways and Rural Works (Rs 4. 12 crorc), (v) Programme for Special Employment - Road 
Schemes (Rs 1.98 crore), (vi) Executive Establishment (National Highways) (Rs 1.92 crore) and (vii) 
Execution workshops (General) Highways & Rural Works (Rs 1.30 crore). Saving was due to non-filling up 
of vacant post in different categories under item (v) and specific reasons have not been comm unicated for 
other items (June 2004). Savings were offset by excess in certain heads shown in Appropriat ion Accounts. 

11. 21 Home Departmt:n t - Polict: (Capital) 49.4 l (32) 

Main reasons for saving: Savings mainly occurred under (i) Modern isation of Police (Rs 25.12 crore), 
(ii) Payment to Tamil Nadu Police Housing Corporation towards construction of quarters for Police Personnel 
(Rs 21.13 crorc) and (ii i) Payment to Tamil Nadu Police Housing Corporation for construction works -
controlled by Director General of Police (Rs 4.83 crore), specific reasons for wh ich have not been 
communicated (June 2004). Savings were offset by excess in certain heads shown in Appropriation Accounts. 

12. 24 Home Department - Motor Vehicles 
Act - Admin istration (Revenue) 

7.7 1 (18) 

Main reasons for saving: Savings mainly occurred under (i) Regional Transport Authority - Mofussil 
(Rs 2.80 crore), (ii) Computerisation of Registration and Licencing of Motor Vehicles in Transport 
Department (Rs l .54 crore), (iii) Implementation of Road Safety Programme (Rs 0.84 crorc), 
(iv) Inspection and Flying Sq uad (Rs 0.57 crore) and (v) Regional Transport Authori ty - Chenn ai city 
(Rs 0.60 crore). Saving was due to non-taking up of implementation of Phase II computerisation of Regional 
Transport Office at Valasaravakkam under item (ii) and specific reasons have not been communicated for 
other items (June 2004). 
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13. 25 Housing and Urban Developmen t 
Depart1rn;n t (Capital) 

(Loans) 

20. 9X (25) 

32.48 (29) 

\1ain reasons for saving: Savings under capital main ly occurred under (i ) Capital Assistance to Tam il Nadu 
Slu m Clearance Board for resetting and improving the Slu m Tenements under Chcnna i Metropoli tan 
Development Plan in Chennai Region (Rs I 0.00 crorc), ( ii ) Assistance to Chcn nai Mctropol itan Development 
Authority for repayment of loan and interest to Housing and Urban Devclopm..:nt Corporati on Limited for 
improvement to Radi al Roads leading to Chenna i City (Rs 4.60 crore) and (iii ) Payment to Tamil Nadu 
Housing Board towards construction of housing complex for legislators (Rs 4.33 crorc). Savin gs under item 
(i) was due to lesser provision made as Tamil 1adu Housing Board had not drawn any specific plan to 
implement the scheme wi thin the stipulated time and under item (iii) was due to lesser provision mack 
towards grants to Tami l Nadu Housing Board following the rt:duetion of in terest rate by the financial 
Institutions and resetti ng of loans by the Board. Specific reasons have not been communicated for item (ii ) 
(Ju ne 2004 ). 
Savings under loans mainly occurred under Loans to Government Servants for construction of houses 
(Rs 31.78 erore), specific reasons for which have not been communicated (June 2004). 

14. 26 Industries Department (Revenue) 9.25 (22) 

\'lain reasons for savin g: Savings mainly occurred under (i) Assistance to Tam il Nadu Industrial Investmen t 
Corporation towards share subsidy to Industria l units (Rs 7.00 crorc) and (ii) Transfer of Sugarcane ccss fu nd 
(Rs 1.08 crore). Savings were based on actual disbursement of share subsidy to Industrial Un its under item 
(i) and was clue to non-payment of cess amount by finan cially sick co-operative and Public Sector Sugar Mil ls 
under item (ii). 

15. 27 In formation and Touri sm 7.10 (21) 
Department - Information and 
Publicity (Revenue) 

Main reasons for saving: Savings mainly occurred under (i) Publicity (Rs 2.78 crorc), (ii) Scheme for 
Publicity and Information (Rs 1.14 cron:), (iii) Headquarters staff ( Rs 1.02 crorc), (iv) Incentive Scheme for 
promoting low budget Tamil film of Higb Quality with a Social Content (Rs 0.75 crore) and 
(v) In formation and Tourism Department (Rs 0.64 crorc). Savings under item (ii) was due to ban on direct 
recruitment and recruitment on compassionate grounds, due to which th e vacant posts could not be fi lled 
which resulted in non-utilisation of funds, under item (iii) was due to non-ti ll ing up of certain posts due to 
strike from July 2003 to January 2004 by Tamil Nadu Government Employees, under item (iv) due to non­
incurr ing of the proposed expenditure on account of administrative reasons and item (v) was towards 
incurring of less expenditure on salary of the staff due to their participation in the strike and consequent mass 
dismissal /suspension of the employees. Specific reasons for item (i) have not been communicated (June 
2004). 

16. 29 In formation and Tourism 
Department - Stationery and 
Printing (Revenue) 

11.3 1 ( 18) 

M<1in reasons for saving: Savings mainly occurred under Central Press, Chennai (Rs 6.92 crore) specific 
reasons for which have not been communicated (June 2004). 

17. 30 In formation Technology 2.70 (32) 
Department (Revenue) 

Main reasons for saving: Savings mainly occurred under (i) Grants to Electronic Corporation ofTamil Nadu 
Limited for improving In formation Technology (Rs 2.54 crorc) and (ii) Tamil Virtual University (Rs 0.15 
crorc), specific reasons for which have not been communicated (June 2004). 

18. 31 Labour and Employment 1.37 (44) 
Department (Capital) 

Main reasons for saving: Savings mainly occurred under (i) Development ofindustrial Training Institutes -
Land and Buildings (Rs 0.42 crore) and (ii) Starting of new Industri al Train ing Institutes for women (Rs 0.92 
crnre). Savings under item (i) was due to non-taking up of certain civil work by the Chief Engineer 
(Bui !dings) during the year, non-supply of certain items by the firm for which order was placed a11d under 
item (i i) was due to non-supply of certain equipments by the fi rms. · 
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Serial · ·Nrih1bef' a~t'd titJe of g~aiit/il ppxopfiatif)n 
· Nu~u~ .. .. >> <J: ·.•··· 
b~fl/>. •<>.••• ... ,..... . . . ' .: :, ·. ·<·.,., 
19 . 32 Law Department (Revenue) 

' .Alt1()UJ1Jt:1fsavingi11 R!lpeesi~ crote . 
· (Percbibge o.f p1"(.>visionf 

·:. •:>::: ':;..· .. . ,( . • ..• , ... ' .. : ••• · .• ,/ .' ·:. 

2.57 (28 ) 

Main reasons for saving: Savings mainly occurred under (i) Law Colleges (Rs 1.34 crore), 
(ii) Constitution of Law Commi ssion (Rs 0.44 crore), (ii i) Law Department (Rs 0.38 crorc) and 
(iv) Introduction of Computer Course in Government Law Colleges (Rs 0.22 crore). Savings was mainly due 
to withdrawal of provision umkr Salaries, Dearness Allowance and office expenses under items ( i), (ii ) and 
(iii ) and specific reasons for item ( iv) h ave not been communicated (June 2004). 

20. 36 Prohibition and Excise Department 6.00 (2 1) 
(Revenue) 

Main reasons for saving: Savings 1mlinly occurred under (i) Headquarte rs Establi shment - Commissioner of 
Prohibition and Excise Department (Rs 2.83 crore), (ii ) District Establi shm ent - Distilleries and Bonded 
Warehouses (Rs 0.78 crorc), ( iii ) District Establishment - Reven ue Establishment (Rs 1.23 crorc) and 
(iv) Rehabilitation of Prohibition Offenders (Rs 1.07 crorc), specific reasons for which have not been 
communicated (June 2004). 

21. 38 Public Works Department (Capital) 139.73(24) 

Main reasons for saving: Saving ma inly occurred under (i) Irrigation schemes under Rural Infrastructure 
Development Fund Vlll and lX with loan ass istance from Nat ional Bank for Agriculture and Rural 
Development (Rs 35.07 crore), (ii ) Add - Percentage charges for establi shment tran sferred from Major Head 
"2059. Public Works" (Rs 18.07 crore), (iii) Canal s in Cauvery Delta Di strict (Rs 24.69 crore), (iv) Buildings 
- Construction of hostel bui ldings for Backward C lasses and Most Backward C lass sn1dents (Rs 17.98 crore), 
(v) Chennai flood reli ef \vith Housing and Urban Development Corporation Assistance (Rs 19.57 crorc), 
(vi) Integrated water Resources Management Project with Housing and Urban Development Corporation 
Loan Assistance (Rs 14.97 crore) and (vii) Spillway - Construction ofShenbagathopc Reservoir with the loan 
assistance from National Bank for Agriculture and Rural Development (Rs 10.47 crore). Saving was mainly 
due to non-finalisation of land acquis ition/tenders/additional quantity approval/ revised design/ revised 
admin is trative sanction under items (v), (vi) and (vii). Specific reasons for savings in the remain ing items 
have not been communicated (June 2004). Savings were offset by excess in certain heads shown in 
Appropriation Accounts. 

22. 39 Revenue Department (Capital) 28.23 (49) 

Main reasons for saving: Savings main ly occurred under Eleventh Finance Commission - Upgradation and 
Special Problem Grants - Construction of buildings in the newly created Districts - (Rs 28.23 crore). Saving 
was due to non-completion of work before 3 1 March 2004 taken up by the Pub I ic Works Department. 

23 . 40 Rura l Development Department 
(Capita l) 12.75 (99) 

Main reasons for saving: Savings mainly occurred under (i) Program'me for Desilting small tanks village 
pond's and conveyances (Rs I 0.27 crore) and (ii) Buildings for Community Development under Rural 
Development Programme (Rs 0.34 crorc). Saving was mainly due to non-execution of works under items (i) 
and (ii). 

24. 41 School Education Department 
(Revenue) 746.94(18) 

Main reasons for saving: Savings mainly occurred under ( i) Salaries to Panchayat Un ion Elementary School 
Teachers (Rs 254.35 crore), (ii ) Genera l - Government Secondary Schools (Rs 196.49 crore), (iii) Grants to 
non-government Elementary Schools (Rs 128.92 crore), (iv) General - Assistance to Non-Government 
Seconda ry Schools (Rs 55.34 crore), (v) Sarva Shiksha Abhiyan (Rs 26.02 crore), (vi) Sa lar ies of Munic ipal 
and Corporation Elementary School Teachers (Rs 24.95 crorc) and (vii) Salaries of Munic ipal and 
Corporation Secondary/Higher Secondary School Teachers (Rs 15.09 crore). Savings under item (i ii ) and 
(iv) were mainly due to non-fi lling up of 2071 secondary grade teacher posts. Under (v) savings was due to 
non-utilisation of Boarding grant due to the non-audit of the accounts of homes. Specific reasons have not 
been communicated (June 2004) for items (i), (ii), (vi) and (vii ). 
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25. 42 Small Industries Department 
(Rcwnuc) 

(Capita l) 

Appendices 

26.33 (41) 

I. 71 (80) 

Main reasons for sa ving: Savings under Revenue mainly occurn;d under (i) Implementation of New Anna 
Marumalarch i Thittam (Rs 9.87 crorc). (ii) Power Tariff to Small Scale Industries Unit (Rs 5.53 crore). 
(iii ) Assistance for setting up of Industri es (Rs l. 76 crorc.:), ( iv) Assistance to Small Scale.: Industries for 
Technology upgradation/Modcrn isation of Sma ll Sca le Industr ies Units (Rs l .99 crorc), (v) Headquarters staff 
(Rs l .63 crore), (vi) Di stricr Industries Centre (Rs l .24 crorc). (vii ) Assistance to New Sma ll Scale Industries 
Units under National Equity f und Scheme.: (Rs 0.91 crore) and (viii ) Strengthening of Existing Industr ial 
Infrastructure in Industrial Estates (Rs 0.80 crore), spec ific reasons for which have .not been communicated 
(June 2004 ). 

Savings under Capital mainly occurred under (i) Establishment of Modern Tool room and Tra ining Cen tre at 
Coimbatore (Rs 1.2 l crore), (ii) Modernisation of Centra l Electrical Testing Laboratory: Kakkalur 
(Rs 0.50 crore). Savings was due to non-receipt of contri bution from Government of India under item (i) and 
non-receipt of approval of Government of India for purchase of equipments under item (ii). 

26 . 45 Tamil Development - Cultu re and 
Religious Endowments Department -
Hindu Religious and Charitable 
Endowments (Revenue) 

4 .26(15) 

:\fain reasons for saving: Savings mainly occurred under (i) Headquarters staff (Rs 2.29 crorc), 
(ii ) Distri ct Staff (Rs l.31 crorc) and (iii ) Aud it Staff (Rs 0.80 c.:rore), specifi c.: reasons for which have not been 
communicated (June 2004). Savings were off.set by excess in certain heads shown in Appropriation Accounts. 

27. 48 Pension and Other Retirement 
Benefits (Revenue) 

936. 76 (22) 

Main reasons for saving: Savings mainly occurred under (i ) Dearness Allowance to Pensioners 
(Rs 359.39 crore), (ii) Commuted value of Pensions (Rs 128.93 crore), (iii ) Death-c11111-Retirement Gratu ities 
to Tamil Nadu Government Pensioners (Rs 72.76 crore), (iv) Commuted value of pensions to Teachers of 
Aided Schools and Schools of Local Bodies (Rs 38.85 crorc), (v) Family Pensions (Rs 36.20 crore), 
(vi) Gratuities (Rs 17.08 crore), (vii ) Payment to Tamil Nadu Government Pensioners (Rs 37.26 crore), 
(viii ) Family Pensions to .Tam il Nadu Government Pensioners (Rs 28.39 crore) and (ix) Payment of arrears on 
Commuted Value of Pensions and Gratuities (Rs 200.00 c.:ron:). Saving under item (i), (iv) and (vi) was due 
to mixing up of Dearn ess Allowances with Pension under items (v); (vii ) and (vi ii' was due to less number of 
retirees than anticipated and specific reasons for fin al saving under items ( ii), (ii i) and (ix) have not been 
communicated (June 2004). 

Charged Appropriations -

l. 4 Ad i Dravidar and Tribal Welfare 
Department (Revenue) 

3.13(78) 

Main reasons for saving: Savings mainly occurred under House sites/Infrastructure facilities for Adi­
Dravidars (Rs 3. 13 crore), specific reasons for which have not been communicated (June 2004). 

2. 34 Personnel and Administrative 
Reforms Department (Revenue) 

3.66 (3 1) 

Main reasons for saving: Savings mainly occurred under Tamil Nadu P ublic Service Commission 
(Rs 3.66 crore), specific reasons for which have not been communicated (June 2004). 

3. Public Debt - Repayment 4736. 74 (43) 

Main reasons for saving: Savings mainly occurred under Ways and Means Advances from Reserve Bank of 
India (Rs 6234. 78 crore), specific reasons for which have not been communicated (June 2004). Savings were 
offset by excess in certain heads shown in Appropriation Accounts. 
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Appendix XV 

(Reference: paragraph 2.3.1 1; page 29) 

Statement showing cases where substantial surrenders were made during the year 

Serial 

l) 

1" umber and tiUe 

20 Highways 
Department 

Name of the scheme 
(Hea,~ c>"f.6~count) 

·.:·::;:=<·:·:: :::;:;:: ... 

Execution Workshops (General) 
Highways and Rural Works 
(3054 80 00 l AG) 

Amount of 
Surrender 
(Rupees in. 
lalch ..: . · 

126.35 

Percentage 
of 
Surrender 

65 

Withdrawal of provision was mainly due to closure o f the mechanical wing of Highways Department in 
June 2003. 

2) 20 Highways 
Department 

Margin money to CMDA for 
improvcmcr.t to Radial Roads with 
HUDCO Loan assistance 
(5054 04 337 JP) 

l 174.15 85 

Withdrawal of provision was mainly due to revised proposal of Chengalpattu and Tiruvellore division 
during May/June 2003 towards making payment o f land acquisit ion charges, as the land acquisition 
proceedings were not finali sed. 

3) 20 Highways Major District Roads 314.55 62 
Department (5054 04 800 JA) 

Withdrawal of provision was due to revision of the origina l provision by Chief Engineer (National 
Highways) in November 2003 due to non-finalisation of land acquisition in respect of Hosur Bye pass 
work. 

4) 20 Highways 
Department 

Improvement of roads with loan 
ass istance from HUDCO/TUFIDCO 
(5054 80 SOON) 

600.00 55 

Withdrawal of provision was partia lly due to delay in acquisition of land and fin alisation of tenders 
etc., with loan assistance from HUDCO. 

5) 20 Highways Chcnnai Metropolitan Development 
Department Plan - Traffic and Transport 

improvement in C hennai City 
(5054 80 800 JW) 

3500.00 70 

Withdrawal of provisions was d ue to non-starting of 12 works due to non-finalisation of land 
acquisition and want of permission from appropriate authorities 4 cases - tenders could not be finalised 
before 31 March 2004 and 3 cases - works commenced only from 31 March 2004 onwards and 
remaining 36 works commenced on ly from December 2003 . 

6) 38 Public Works Construction of new secretariat 1000.00 100 
Department building 

(4059 0 l 05 l KH) 
Entire provision was surrendered due to non-fina lisation of contractor by tender eva luation committee. 

7) 38 Public Works Buildings 1768. 75 61 
Department (4225 03 277 JU) 

Withdrawal of provision was due to delay in release of loan by HUDCO 
8) 38 Public Works Formation of new tank across 

Department Ramakkal Odai and Anai Vizhundan 
Odai 
(4701033 11 JA) 

252.54 84 

Withdrawal of provision was due to stay order for acqui ring the patta lands and the delay in obtain ing 
permission from the forest department. 

9) 38 Public Works Formation of rese rvoir across 432.97 98 
Department mirukandanadhi 

(470 1 03 320 JA) 
Withdrawal of rovision was due to non-ac uisition of atta dr land. 

.· 
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10) 38 Public Works 
Department 

Maintenance grant to water user 
Association 
(2701 80 800 JJ) 

810.02 

Appendices 

r.~r'~~m#ije · 
of · .,,,?'''''"'''''., .. ,. 

· . Surf~~(t~r· 

81 

Withdrawal of provision was mainly clue to non-renewal of farmer's councils/water users associations 
and due to delay in conducting election fo the water users association before March 2004. 

11) 38 Public Works Dam and Appurtenant works 137.50 59 
Department ( 4701 03 292 JB) 

Withdrawal of provision was due to slow progress of work by the contractor. 
12) 38 Public Works Spill way· · 520.00 55 

Department (470 1 03 292 JC) 
Withdrawal of provision was due to non-approval of revised design and drawings till March 2004. 

13) 38 Public Works Integrated Water Resources 1496.74 98 
Department Management project with HUDCO 

loan assistance 
(4702 00 IOI JM) 

Withdrawal of provision was due to non-finalisation of agreement between HUDCO and Public Works 
Department. 

14) 38 Public Works Reservoir 385.00 96 
Department (470 1 033 14 JA) 

Withdrawal of provision was due to the objection raised by land owners towards non-payment of 
compensation for th eir lands. 

15) 38 Public Works Canals 267.39 95 
Department (470 1 03 260 JC) 

Withdrawal of provision was due to non-finalisation of design and drawing by Chief Engineer (DRCS). 
16)_ 38 Public Wor~s Headworks 188.61 86 

Department (4701 03 260 JE) 
Withdrawal of provision was due to non-fin alisation of design and drawing by Chief Engineer (DRCS). 

-. 
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Audit Report (Civil) for the year ended 31 March 2004 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

2 1. 

22. 

23. 

24 . 

Appendix XVI 

(Reference: paragraph 2.3.12; page 29) 

Excess/Unnecessary/Insufficient Reappropriation of funds 

05 Agriculture Department 2401.00.800.JY 

2401.00.800.KA 

06 Animal Husbandry and Fisheries Department 2403.00.1 0 I .AA 
- An imal Husbandry 

l 0 Commercial Taxes Department - Commercial 2040.00. l 0 I.AB 
Taxes 

3604.00. 103.AA 

I l Commercial T axes Department - Stamps and 2030.03.00 I .AB 
Registration 

12 Co-operation, food and Consumer Protection 2236.02.1 02.KB 
Department 

15 Finance Department 

18 Health and Family Welfare Department 

19 Higher Education Department 

20 Highways Department 
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2236.02.102.KC 

76 l 0.00.800.AB 

22 l 0.03.103.JM 

2211.00.00 I.SF 

22 11.00. l 0 I. SC 

2210.80.190.JA 

2210.03.103.BI 

221 0.05.105. AA 

2202.03.103.AB 

2202.03. l 03.AA 

2202.03.104.AA 

5054.04.337.JP 

5054.04.337.JI 

5054.80.800.JF 

5054.80.800.JE 

3054.04.337.AA 

3054. 80.800.A Y 

(Rupees in lakh) 

RA j>propriatioti }: . Final 

:•::•.::.:::.::.;: .•.... · .. : ..... :::.·::::.:._.-.:!•: .. :·. :::::• •i:::::t~t4~~j~j··: .... 
2566.89 254.08 

3908.43 (-) 263.85 

(-) 1769.78 (-) 734.50 

(-) 3516.38 (-) 203.60 

(-) 5817.80 738.21 

(-) 245.38 (-) 538.95 

346.41 (-) 739.93 

(-) 482.50 (-) 842.64 

151.45 (-) 388.92 

2852.69 (-) 903 .43 

(-) 446.67 226.50 

(-) 11 47.14 639.30 

(-) 946.05 326.58 

(-) 3957.22 337.56 

(-) 349. 66 (-) 268.43 

(-) 10 17.00 (-) 373.57 

(-) 2212.75 (-) 444.77 

(-) 7185.95 (-) 1348.59 

(-) 1174. 15 (-) 326.63 

(-) 4090.00 (-) 276.10 

59.83 (-) 230.76 

(-) 2389.33 (-) 1488.44 

492.47 201.76 

(-) 100.00 (-) 591.49 

.. 



25. 

26. 

20 Highways Department 

21 Home Department - Police 

3054.80.00 l .AE 

2055.00.109.AA 

27. 25 Housing and Urban Development Department 761 0.00.20 l.JA 

28. 33 Municipal Admini stration and Water Supply 3604.00. 19 1.AA 
Department 

29. 

30. 

31. 38 Public Works Department 

32. 

33. 

34. 

35. 

36. 

37. 

38. 

39. 

40. 

41. 

42. 

43. 

44. 

45. 

46. 

47. 39 Revenue Department 

48. 

49. 

50. 40 Rural Development Department 

51. 

52. 

~ 175 

2-1 - 29a 

3604.00. 192.AA 

3604.00. 193.AA 

4701.01.211.JA 

4701.03.26 1.JC 

470 1.03.308.JB 

4701.03 .2 19.JA 

2701.80.800.JK 

2059.80.00 I .BF 

4701.03.26 1.JB 

4701.03 .300.JC 

2701 .80.00 I .AF 

4059.01.05 1.AB 

4701 .80.800.JJ 

470 1.80.800.J P 

4701.03.26 1.JA 

4059.01.800.JA 

4210.80.800.JA 

4202.04.800.JW 

2053.00.094.AC 

2235.60.102.JA 

4070.00.800.JO 

223-6.02. I 02. KL 

2505.0 I . 702.JA 

3604.00.198.AA 

Appendices 

(-) 142.25 (-) 270.37 

(-) 6418.58 (-) 201.26 

(-) 4600.00 1422.32 

(-) 1782.20 401 .54 

(-) 1887.78 40 1.90 

269.02 386.79 

(-) 2679.06 209.70 

360.54 284. 79 

251.07 (-)205. 17 

(-) 256.02 260.26 

(-) 583.32 (-) 250.58 

(-) 129.33 (-) 205.80 

340.29 (-)298.5 1 

(-) 550.00 371.26 

(-) 828.79 {-) 324.24 

80.78 323.76 

(-) 157.77 (-) 1649.12 

(-) 2007 .00 (-) 1500.00 

295.62 2 15.25 

(-) 40.38 286.52 

(-) 152.1 8 222.53 

(-) 19 1.88 1530.22 

(-) 4665 .75 (-) 385.99 

. (-) 1360.94 (-) 230.65 

(-) 1942.23 (-) 88 1.11 

4508.39 (-) 338.06 

(-) 290.37 (-) 401.35 

(-) 2235. 13 1445.44 



Audir Reporr (Civil) for rhe year ended 31 March 2004 

53. 

54. 

55. 

56. 

57. 

58. 

59. 

60. 

61. 

62. 

63. 

64. 

65. 

66. 

67. 

68. 

69. 

70. 

7 1. 

72. 

73. 

74. 

75. 

76. 

77. 

78. 

79. 

80. 

40 Rural Development Department 

41 School Education Department 

41 School Education Department 

43 Social Welfare and Nutritious Meal 
Programme Department 

48 Pension and Other Retirement Benefits 

49 Relief on Account of Natural Calamities 

51 · Debt Charges 

176 

ae.ii~· ~{X~~~u~t l.l.~ii~propri.nti~k . ."\? 'i-)na1 
,. , ... ,,... °".''' ··· ·tx~ess(+)/ 

2236.02.102.AR 

2202.02. 1 IO .AA 

4202.01.202. JG 

2202.01.101 .AC 

2202.02.109.AB 

2202.02.109.AA 

2236.02.10 I .JN 

2071.01.109.AA 

2071.0 I. I 09.AB 

2071.0 I. I 09.AC 

207 1.0 1.1 09.AD 

207 1.01 . 105.AC 

207 1.0 I. I 09.AE 

2071.01. 104.A B 

207 1.01. 105 .AA 

2071.01. 102.AB 

207 1.01 .102.AA 

207 1.0 I. I 0 I .AC 

2071.0 I. I 0 I.AA 

2071.0 I. I 0 I.AM 

2245.05.10 I.AB 

2049 .0 I. I 0 I.CR 

2049.0 I. I 0 I.CS 

2049.01. 123.AB 

2049.01.123.AC 

2049.01. 123.AD 

2049.0 I.L O i.CQ 

2049.0 1.200.AU 

Savings(-) 

(-) 195.07 257.0 1 

(-) 1399.39 (-) 4 133.72 

(-) 500.00 422.87 

(-)23600. 17 (-) 1834.41 

(-) 146 1.26 (-) 447.93 

(-) 16347.58 (-) 3301.55 

(- ) 4025 .88 266.96 

(-) 1892.29 4278.41 

5224.84 (-) 7048.94 

(-) 23 13.45 604.68 

(-) 207 1.37 (-) 1559.0 1 

(-)6627. 18 4929.02 

(-) I 074.39 881 .59 

(-) 7056.25 (-) 220.2 1 

567 1.68 (-) 85 11.09 

(-) 14000.0 1 (-) 6000.00 

(-) 10930.08 (-) 1963.44 

(-) 54467.18 18528.22 

27490.86 (-)31217.22 

5 13.99 (-) 5 14.00 

2094.59 9042.00 

11 87.19 (-) 11 87.20 

751.52 I 180.03 

16086. 99 7206.48 

16366.99 (-) 6437.08 

23099.99 6720.31 

1063.62 (-) 1063.63 

2281.99 (-) 50 1.47 

.. 

' 



Appi!ndicl!s 

·,· 

SI. No. Gr11ut Descdption }lead of Accou·ut Re11ppropri11tioo Fina l 
Excess(+)/ 
Savings (-) 

81. 51 Debt Charges 2049.01 . 123.AE 15345 .99 (-) 3661.42 

82. 2049 .03. I 04.AD (-) 125.00 (-) 225.00 

83. 2049.01 . 123.AA (-) 63900.00 5970.37 

84. 2049.04. 10 I.AA (-) 38 12.06 6500.0 I 

-'> 
85. 2049.0 1. 101.CN 27 11.55 3638.00 

86. 2049.03 . 104.AK 4 199 .99 (-) 12899.99 

87 . 2049.0 I. I 0 l.CP 2 102 .99 (-) 2103 .00 

88. 2049.03 .104.AC 2.00 (-) 250.00 

89 . 2049.01.200.BR (-)8338. 18 8562.7 1 

90. 2049.0l. IOl .CD 0.01 (-) 1611.59 

9 1. 2049.0 I. I 0 I. BM 832. 10 801.3 1 

92. 2049.0 1.10 1. BK 548 .88 1057.09 

93. 2049.0 I. I 0 I.CO 3 107.99 (-) 1587.76 

94. 2049.03 .104.AL 0. 16 (-) 324.77 

95. 52 Public Debt - Repayment 6003.00. 11 O.AA (-) 568887.00 (-) 54591.00 

96. 6004.0 I. I 02.AA 119352.99 72680.15 

97. 6004.02.10 I .AA 2442.43 599.43 

98. 6003.00. 111 .AA 56063 .99 (-) 56064.00 

• 
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Appendix XVU 

(Reference: paragraph 3.1.3; page 43) 

Organisation Chart 

DISTRICT COLLECTOR 

(Public Hu lth Care) 
.JOINT DIRECTOR OF HEALTH SERVICES". V ILLLUP URAM 

I I I 
Deputy Deputy Deputy Government 

Director of Qirector of Director of Hospitals and 
Deputy 
Directors/ 

Health Health Medical and Dispensaries· · Project 
Services. Services. Rum I HQ Hospital ( I ) Officers 
Villupuram Kallakurichi Health Taluk Hospital (i) Leprosy 

Services (7) Control 
(Family Non-Taluk 

Welfare) Hospital (2) 
Dispensaries (2) 

(ii) TB Control 
(iii) fllindn.:ss 
Control 
(iv) AIDS 
Control 

* Co-ordinates a ll health activities of various District level offi cers like 
DDHS, DSMO, etc., who come under different Directorates at State level. 
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I 

I 
District 
Siddha 
Medical URBAN Officer 
Clinics in AREAS 
Hospitals and 
PH Cs 

I 
EEITWAD Commissioner of 
Special Municipalities (2) 
Division. & Executive 
Cuddalore Officers ofT0\\11 

Panchayats (I I) 

DRJNKI NG WAT ER I 

RURAL 
AREAS 

I 
EE/TWAD 
RWS 
Division. 
Villupuram 

I 
Assistalll 
Dirl!Ctor of 
Village 
Panchayats. 
Villupuram 

I 

CWSS(both 
Urban and 

Rural Areas) 

EEITWAD 
Maintenance. 
Tindivanam 

Commissioner. 
Panchayat Unions 
(22 ) 



EDUCATION 

Chief Educational Officer and District 
Programme Co-ordinator, Sarva Shiksha 
Abhiyan (SSA) 

I DISTRICT COLLECTOR 

SOCIA L W ELFARE 

' 
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Appendix XVlll 

(Reference: paragraph 3.1 .5; page 43) 

List of District Level and Unit Offices visited 

A. DISTRJCT LEVEL OFFICES 

I. Rural Development Department 
• Assistant Director Panchayats, Collectorate, Vi llupuram 

• District Rural Development Agency, Vi llupuram 

11. Revenue Department 

• PA to Collector, Nutritious Mea l Programme, Villupuram 

111. Planning and Development Department 

• Secretary, District Plan Cell, Villupuram. 

IV. Health and Family Welfare Department 

• Joint Director of Hea lth Services, Vi llupuram 

• Deputy Director of Hea lth Services, Villupuram and Kallakurichi 

• Deputy Director of Medica l Services (Family Welfare), Vi llupuram 

• Deputy Director of Health Services (TB), Vi llupuram 

• Deputy Director of Health Services (Leprosy), Villupuram 

V. Municipal Administration and Water Supply Department 

• Executive Engineer/R WS/TW AD, .Villupuram 

• Executive Engineer/Maintenance/TW AD, Villupuram 

• Executive Engineer/Urban Water Supply/TW AD, Cuddalore. 

• Assistant Director, Town Panchayats, Cuddalore. 

VI. School Education Department 

• C hief Educational Officer, Yillupuram 

• District Educational Officer, Yillupuram and Tindivanam 

• District Elementary Educational Officer, Villupuram 

• District Programme Coordinator, Sarva Shiksha Abhiyan, Villupuram 

VII. Social WeUare Department 

• District Social Welfare Officer, Villupuram 

• Programme Officer, ICDS Project, Villupuram 

• Project Officer, Tamil Nadu Corporation for Development of Women, Yillupuram 

VIII. Adi-Dravidar and Tribal Welfare Department 

• District Adi-Dravidar·and Tribal Welfare Officer , Yillupuram 

• District Manager, Tamil Nadu Adi-Dravidar Housing and Development Corporation 

Ltd., Yillupuran) 

~ 1 80 
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IX. Backward Classes Most Backward Classes and Minorities Welfare Department 

• District Backward Classes and Minorities Welfare Officer, Yillupuram 

X. Agriculture Department 

• Joint Director Agriculture, Yillupuram 

XI. industries and Commerce 

• Genera l Manager, District Industries Centre, Yi llupuram 

XII . Home Department 

• Superintendent of Police, Yi llupuram 

B. UNIT OFFICES 

+ Headquarters Hospital, Villupuram 
+ Taluk Hospital, Tindivanam and Kallakurichi 
+ Primary Health Centre, Mugaiyur, Vikravandi, IUavanasurkottai and 

Kandamanadi. 
+ Commissioner, Villupuram and Tindivanam Municipality 
+ Executive Officer, Town Panchayat, Valavanur 
+ Commissioner Panchayat Union, G ingee, Vikravandi, Vallam and 

Kandamangalam 
+ Assistant E lementary Educational Officer, C hinnasalem, Kolianur, 

U lundurpet, V ikravandi and V illupuram. 
• Special Tahsildar, Adi-Dravidar Welfare, Ulundurpet 

• • Weaning Food Society, Chinnasalcm 

;UH 
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SJ. 
No. 

I. 

2. 

3. 

4. 

5. 

6. 

Appendix XIX 

(Reference: paragraph 3.1.16; page 45) 

Short supply of text books and uniforms 
.;:-:>· ·.·.-.. ·· 

·• 20M~2002 ·'' 
.·· 

Number of schools 19 20 21 

Number of students covered 
3738 3867 3993 

under nutritious meal scheme 

Number of students g iven free 
3567 3645 3640 

text books 

Number of students given free 
3285 3335 3069 

uniforms 

Number of students not g iven 
17 1 (5) 222 (6) 353 (9) 

any text book 

Number of students not given 
453 ( 12) 532(1 4) 924 (23) 

free uniforms 

* figures g iven in the brackets represent percentage 

Appendix XX 

(Reference: paragraph 3.2.1; page 57) 

: 2002.2003 

21 

3922 

3982 

3824 

98 (2) 

Details of various Acts in force for prohibition of Child Labour 

2003·2004 

23 

4088 

4 125 

Not given 

4088 (100) 

SI. Central Legislation 
No. 

I. 

2. 

3. 

4. 
5. 

6. 

7. 

8. 

9. 

10. 

11. 

Factories Act, 1948 (Sect ion 67) 

Plantation Labour Act, 1951 (Section 24) 

Merchant Shipping Act, 195 l (Section 
109) 
Mines Act, 1952 
Motor Transport Workers Act, 196 1 
(Section 2) 
Apprentice Act, 196 1 (Section 3) 

Beedi and Cigar Workers (Conditions of 
Employment) Act, 1966 (Section 24) 
State Legislation 
The Tamil Nadu Shops and 
Establishments Act, 1947 
The Tamil Nadu Catering Establishments 
Act, 1958 
The Tamil Nadu Handloom workers 
(Conditions of Employment and 
Miscellaneous Provis ions) Act, 198 1. 
The Tamil Nadu Manual Workers 
(Regulation of employment and 
Conditions of work) Act, 1982 

Prohibiting employment of young children: no chi ld who 
has not completed his fourteenth year shall be required or 
allowed to work in any sections. 
No child who has not completed his twelfth year shall be 
required or allowed to work in any plantation. 
No person under fifteen years shall be engaged or carr ied to 
sea for work in any ship. 
No child shali be employed in any mine. 
No child shall be allowed to work in any capacity in any 
motor transport undertaking. 
A person shall not be engaged as an apprentice in any 
designated trade unless he is not less than fourteen years of 
age. 
No child shall be allowed to work in any industrial 
premises. 

Prohibits employment of child ren who have not completed 
14 years of age 
Prohibits employment of children who have not completed 
16 years of age 
·Prohibits employment of child ren who have not compl eted 
16 years o f age 

Prohibits employment of children who have not completed 
16 years of age. 

182 

, sot - ~ 

• 



) 

Appendices 

Appendix XXI 

(Reference: paragraph 3.2.6; page 58) 

Details of grants received and expenditure incurred for National Child Labour Project 

(Rupees in crore) 

Y~~r :;• .. Opening '·· Grants '.;: · Other .:::. Tot~J {,•, 
=::. • =. _b_atance .-= -re-ceiv~~-~ii~t- i·ncome.:.~:;:=:-;. ·::_ lnconl~::·~:; 

'.total ·.Ctosin.g ,,., 
Ex.P,~nditure b.~lance ··• 

1999-2000 1.51 4.56 0.47 6.54 4.47 2.07 

2000-200 I 2.07 3.09 0.79 5.95 4. 32 1.63 

2001-2002 1.63 6.60 0.53 8.76 6.43 2.33 

2002-2003 2.33 7.35 0.25 9.93 6.94 2.99 

2003-2004 2.99 7.0 1 0.30 10.30 7.72 2.58 

Appendix XXII 

(Reference: paragraph 3.2.7; page 58) 

Child labourers identified through various surveys in the State 

~AJ<~~~-t~~~!i~~1~1!19'ili12~IMt8l~lj~1 
198 1 136 9.75 National Census 

1987- 1988 176 13.00 National Sample Survey 

1991 

1993- 1994 

1996 

1997 

1999-2000 

2001 

March 2003 

* 

2-1 - 3 0a ><i 

112.8 

135 

104 

5.78 

10.20 

2.46 

(9 NCLP districts) 

0.1 8* 

4.50 

3.49 

0.70 

Nat ional Census 

National Sample Survey 

National Authorities for the Eli mination 
of Chi ld Labour (NAECL) 

State Government authoriti es as per 
Supreme Court directions in April 1997. 

National Sample Survey 

By State Government (Sarva Siksha 
Abiyan) 

Sarva Siksha Abiyan 

0.094 lakh in hazardous occupations in 20 districts and 0.088 lakh in 
non-hazardous occupations in 27 d istricts. 
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Audit Report (Civil) _for the year ended 31 March 2004 

Appendix XXllI 

(Reference: paragraphs 3.2.16 and 3.2.19; pages 60 and 61) 

Number of Cases convicted and fine amount collected 

ear:,.,,,::;::::::':::::'::::::< · :'~~tw.tf~~~- :ij:k:YI~!:~~rcmJtIJ -~~;~~b}l~f':_ :, i::\,::,,r ·J>isp~~at by . .. ,, 
me.i)i:s", . . . _+:::_-_ : ... · :: -~~-~~~ttal · , Convictfon 

11isP:~~t~·d .:'.. ::.:1''=· .,,,,:r}i't .:: .,,,::::==+= :::: 

Tamil Nadu Shops and Establishments Act, 1948 

1996 101 887 161 157 Nil 

1997 130371 167 158 17 

1998 129623 50 49 4 

1999 153182 62 62 Nil 

2000 1024 14 75 53 Nil 

2001 89326 Nil 48 17 

2002 911 79 514 230 39 

2003 86325 2341 1039 28 

2004 (up to 19775 408 220 38 
March 2004) 

r9tai \)\f·· :::.·:·::·.· J)M082 2016 143::, ·-·. <· 

Tamil Nadu Catering Establishments Act, 1948 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

14646 

20 165 

19670 

22089 

18044 

18843 

19602 

277 237 Nil 

149 

70 

54 

17 

Nil 

256 

2003 20641 1243 

2004 (up to 4567 214 
March 2004) 

1996 NA NA 

1997 26574 178 

1998 26796 57 

1999 27914 105 

2000 25159 100 

200 1 25593 Nil 

2002 14138 55 

2003 16019 205 

2004 (up to 5323 25 
March 2004) 

. NA: Not Available 

192 Nil 

69 4 

57 Ni l 

16 Ni l 

4 6 

71 4 

547 8 

62 81 

Factories Act, 1948 

NA NA 

178 7 

57 25 

105 50 

JOO 13 

62 14 

83 Nil 

208 JO 

33 4 

184 

113 

120 

22 

42 

123 

35 

67 

179 

165 

866 ..:-::..::: 

107 

159 

27 

14 

45 

15 

32 

77 

62 

NA 

Ni l 

Nil 

Nil 

Nil 

16 

Nil 

Nil 

Ni l 

Ffae·' 
.Amtiunt 
(Rs) . 

2977 

6200 

18750 

22700 

16600 

1370 

18500 

14850 

5640 

lQf.?8.7 

3975 

88 10 

2925 

9030 

7850 

1070 

4200 

12300 

5200 

NA 

555750 

977000 

538800 

50000 

106000 

75000 

636000 

154000 

,:; 30~i,?SO 



Appendices 

Appendix XXIV 

(Reference: paragraphs 3.2.18 a nd 3.2.19; page 61) 

Inspection a nd Prosecution under Child Labour (Prohibition & Regulation) 
Act, 1986 by Labour and Factories Departments 

Ye~t =< ····· •: ? ?S'6!i1be1~\)( 
·. · .:: ·i:-:-:. \:{f?r .i: ES:t;ib_1 i.S:ll-· 
,, : . <<, :: YtH'ehts '? ·1 ' >=.<<= ><<.t 

\) X' : .::· .: ... ::..:: . i'}lt~peetgd.·::. 
1996 

1997 

1998 

1999 

2000 

200 1 

2002 

2003 

2004 (up to 
March 2004) 

5618 1 

66678 

89332 
113627 

68341 

72830 

51372 

72 188 

13558 

58 

255 

227 
6754 

32 

N il 

35 

379 

63 

Number 'oi 
c i)Se$ filed 

::: · .. ::::: -::;::.: 
:.: . ; 

.:::::=·> 
·:::. '.: ·-·~:~:: ::::::;:;;::::·· 

.. >:·:·:::-:·'.·:·· 

54 

241 

196 
6756 

32 

20 

29 

76 

31 

185 

.Fine 

· Go.i1yictipn, : Amount .. (Rs) •.. ; 

··.:.;;:::;::.;:· ;:-;·'· .. 

6 39 28725 

1 I 18 l 18035 

58 177 240075 
75 163 298625 

96 39 99062 

60 22 15925 

12 9 184575 

29 12 60 150 

6 7 20850 

-.. 



A udir Reµo rr (Civil) for rhe year ended 31 March 2004 

Appendix XXV 

(Reference: paragraph 3.2.37; page 64) 

Details of Utilisation of grants given for the Child Labour Rehabilitation 
Project to TNSCB (Activity wise) 

(Ru pees in lakh) 

l. Situationa l analysis To survey a ll Survey January 5.00 3.32 
conducting survey the slum areas 

and pavement 
dwelling 
fa mi lies 

completed by 1997 to 

2. T raining ant.I 
Ori entation o f 
Govern ment/NGO 
functionaries aad 
community 

3. 

4 . 

5. 

6. 

7. 

8. 

9. 

representatives 
Socia l mobilisati on and 
public awareness 
programme 

Income generation 
activiti es for mothers of 
child labourers 

Construction/ 
upgradation of shelter 
homes 

Transit schools and 
Child Development 
Activities 

Support to NGOs 

Contingency charges to 
TNSCB 
Administrative charges 
toTNSCB 

March 1997. March 1997 

20800 

Enti re Chennai 
ci ty 

Slums 111 

Chennai. 

20000 

Not applicable. 

Activities not 
taken up 

20 homes @ Not taken up 
Rs 0. 75 lnkh to 
shclta 1000 
children 
Identified Out of 13057 
Child labourers identified 6050 

IO NGOs for 
24 months @ 
Rs 3000 pm. 
@ Rs 1250 per 
month 

were admitted 
to the transit 
school 
NGO support 
given 

Not applicable. 

Not applicable. 
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January 
1997 to 
December 
1997 

January 
1997 to 
November 
1998 
April 1997 
to 
December 
1998 
April 1997 
to 
December 
1998 
January 
1997 to 
December 
1998 

-do-

-do-

-do-

3.00 l.99 

10.00 5.85 

35.00 Ni l 

15.00 Nil 

12.00 5 1.03 

7.20 21.66 

0.30 0.30 

12.50 12.50 



Appendices 

Appendix XXVI 

(Reference: paragraphs 3.3.8 a nd 3.3.9; page 72) 

Variation between budget provision and actual expenditure under scholarship schemes 

(Rupees in l:ikh) 

SL 
No. 

Sdu~nc 

200 1-2002 

I. 2225.80. 10 I.AR 
Post-Matric scholarsh ips to 
Denotifiecl Commun ities 

2. 2225.03.277.BO 
Extension of free education to BC 
students pursuing professional 
courses 

3. 2225.03.277.JO 
Free Education to BC up to 
degree level 

4. 2225.03.277. KG 
Free education to students of 
MBC/ DNC studying 1n B.A., 
B.Sc., B.Com. 

2002-2003 

I . 2225.03.277.BH 
Pre-Matric scholarship to MBC 

2. 2225.03.277.JF 
Post-Matric scholarship to BCs 

3. 2225.03 .277.BM 
Free education to MSC & DNC 
for professional courses 

4. 225.03.277.BO 
Extension of free education to BC 
students pursuing professional 
courses 

5. 2225.03 .277.KG 
Free education to students of 
Ml3C/DNC studying B.A. , B.Sc., 
B.Com. 

2003-2004 

I. 2225.03.277.KF 
Post-Matric scholarships to 
MBCs 

2. 225.03.277.SA 
Post-Matric scholarships to OBC 
students controlled by DBC & 
MW 

)lucl~et l'nh·i~ion 
: (O rli;illil a nd 
· Suppieuwi,1a~·~') · 

··. · ... . ; .. 
.·::::::-:· 

56.00 

97.61 

668.50 

660.0 1 

136.58 

700.01 

120.01 

150.0 1 

520.0 1 

423 .58 

148.8 1 

A.:tual : Sa~~1;g.s (~)I · Fnnd~ 
" l:~pcodUurc Exti'ii~(+:} ,j pr\l\'idcd 

·:·· :·: · {1,,,,~S.~~~-~;i~.:~:. J~.~·ou~Jj: .re·.. . .. 

69.44 

133.73 

799.43 

786.26 

57. 15 

9 14.29 

209.89 

2 15.08 

768.06 

505.84 

175.97 

16 prli';·~~lnuj). iii1propriJJtion 
· ·.·. \ t /::, ·· .. at ycur end 

(+) 13.44 
(24) 

(+) 36. 12 
(37) 

(+) 130.93 
(20) 

(+) 126.25 
( 19) 

(-) 79.43 
(58) 

(+)214.28 
(30) 

(+) 89.88 
(75) 

(+) 65.07 
(43) 

(+) 248.05 
(48) 

(+) 82.26 
(1-9) 

(+)27. 16 
(18) 

(-) 1.66 

(+) 59.97 

(+) 144.68 

(+) 97.74 

(-) 15.34 

(+) 224.95 

(+)28.29 

(+) 52.35 

(+) 218.99 

(+) 94.87 

(+) 27.54 

187 

'l'ro"i~ion 
cxct·~sh·c (+)I 
inadcquut~· (-) 

(-) 15.10 

(+) 23.85 

(+) 13.75 

(-)28.5 1 

(+) 64.09 

(+) 10.67 

(-) 61.59 

(-) 12.72 

(-) 29.06 

(+) 12.61 

(+) 0.38 -
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Audit Report (Civi/)for the year ended 3 1 Mardi 2004 

l. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 

Append ix XXVJI 

(Reference: paragraph 3.5.7; page 94) 

GOJ Grants to Tamil Nadu 

Purchase of GHMC, 
equipment/book Th iru mangalam 

Strengtheni ng of AAGH1M 
Ph armacy 

GSMC, 
Palayamkottai 

Strengthening of DTL CIMH 

Building, equ ipn:ient and GUMC, Chcnnai 
books 

Computers etc. GSMC, Chcnnai 

Re-orientation tra ining GSMC, 
Palayamkottai 

GSMC, Chenna i 

International ISM CIMH 
Conference 

Supply of Home Remedy 
CIMH 

Kit 

Essential drugs for 
remote/tribal/rural areas CIMH 

Establishing ISM 
speciality clinics CIMH 
(District hospitals) 

Establishing ISM 
speciality clinics (Taluk CIMH 
hospitals) 

Establishment of 
Tampcol 

quality control 

f88 

.... ;L:.: ·:&oi.: .s~P.dioJ .{iji1ij~tr.i.-0t)i •&••·FW> · 
:::.;;:::::::::·:::-:·:·:··· ·::::>;::::::-:-::-::::·.::::< ··-·:-:·:-:-:;::.:-::::::: .· .·: ··:·::-.-:-:-:-:-:-:-:-:::·:·. ·-·-.:-:::.:;:-:;. 

10.00 Z- 15011 /31 4/99-E&C 

50.00 

80.00 
K- 11027/2/99-E&C 

85.00 

42.00 Z- 150 11/60/2000-E&C 

I0.00 14011 / 1/2000 

l. 86 14011 /1 /2000 

1. 16 140 11/1/2000 

3.00 Z-28015/139/ 
2000-E&C 

8.04 U-120220/ 12/IEC/ 
HRKS/PT 

36.75 } K- 11023/8/2003-04/ 
HPC/ED 

21.75 

100.00 

60.00 

20.00 

529.56 

K-11023/8/2003 -04/ 
HPC/ED 

K-1 1023/8/2003-04/ 
HPC/ED 

Z- 11716/61/2003 -
DCC(ISM) 

· . • 1. 

29.2.2000 

27.3.2001 

22.3.2001 

29.3.200 I 

28.3.200 I 

28.3.2001 

22.3.2001 

20.4.2002 

23.10.2003 

2.12 .2003 

31.12.2003 

31.12.2003 

2.9.2003 

.. 
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No 

I. 

2. 

3. 

4. 

5. 

Appendices 

Appendix XX.VIII 

(Reference: paragraph 3.7.5; page 105) 

Details of allocation, release and utilisation of Rs 20 crore released by Government of 
India from NCCF to State Government 

( Rupees in lakh) 

· Tofot Funds · •· FU.lids · Fun.ds 1htil:~1t ~urid~ · 
.. < ··-:·::: .;-:·:<::·.'.·:·:· ·:;: ,:;·,·· 

. ···::;. ·-:::~~:f-::;:::.; ·,· recHved by .·. ref~.ijie~I/ J~elea~ed . occrued ·\Jfili.seC! 
u~to 
May 
20-04. 

. •:f.~ild~ iying unutilis.ed 
: ii~. of .:1 u ne 2004 

* s 

Protection of live stock against 
Foot and Mouth Diseases. Blm:k 
Quarter and I laemorrhagic 
Septicaemia 

Infrastructure for fodder inputs 
development in large fanns 

a. Infrastructure for fodder 
inputs development m 
small fanns 

b. Sinking bore well to tap 
ground water for elephants 
and other wild life 

c. Rupees I 00 lakh released 
to TCMPF in May 2003 
which was refunded m 
February 2004 

d. Fodder culti vation in 
grazing grounds/ 
poromboke lands 

Fodder development in villages 

Provision of drinking water 
facilities in 313 Panchayat 
Unions in drought affected 22 
districts 

State · · · .without 
Govetnment release 

530.50 Nil 

400.00 11.67 

400.00 117.09 

200.00 31.64 

469.50 Nil 

Interest amount not utilised 
Exp~nditure details not mad~ i1vaih1ble. 

r 

189 

2-.1-31 

530.50 

(released to 
TNMSC in 
April 2003) 

388.33 

56.67 

76. 10 
(released to 
PCCF m 
January 
2004) 

150. 14 
(released to 
ORD 111 

June 2004) 

168.36 

469.50 
(released to 
22 District 
Collectors 
in February 
2003) 

4.20 

0.07 

2.05 

0.32 

170.00 

293.72 

56. 12 

76. IOs 

N il 

150.14s 

162.06 

46 1.55 

·.Amount 
. refunded 

360.50 

94.6 1 
4.20' 

0.55 
0.07' 

2.05' 

3.70 
0.26' 

7.95 

Amount 
yet to be 
refunded 

Nil 

Nil 

N i l 

2.66 



Audit Report (Civil) for the year ended 31 March 2004 

I. 

2. 

3. 

4. 

5. 

Appendix XX.XI 

(Reference: paragraph 4.2.5; page 120) 

Avoidable payment due to changed/delayed/incorrect inputs 

Study roads 28.00 
amended 

Combined 
contract 

Delay in 
furnishing the 
Right of Way 
(ROW) details 

Delay in 
identifying the 
roads covered by 
Coastal Zone 
Regulation 

Office 
accommodation 
and equipment 

6. 12 

35.85 

29.81 

44.45 

The Project Director deleted 
483 km road in July 1999 and 
added 460 km road for 
fcasibi I ity study. The Consul tant 
worked for more than three 
weeks before the new schedu le 
was g iven. 

Consultant was asked to prepare 
seven bid documents ini tially. 
However the Consultant was 
requested to consolidate the 
same into four bid documents by 
which time seven bid documents 
were prepared and the 
Consultant had to rework. 

The ROW details were required 
by the Consultant in December 
1997 but the details were 
furni shed in a phased manner 
from May 1998 to July 1998. 
This led to the Consultant 
claiming idle time. 

The Project Director failed to 
furn ish the Coastal Zone 
Regulation Maps at the 
beg inn ing of the work as per 
agreement. This led to the 
consultant claiming idle time. 

Delay in providing office 
accommodation and advance 
money for office equipment 
resulted in additional cost. 

192 

As 483 km of the road incl uded in 
the agreement had al ready been 
upgraded they cou ld have been 
deleted even befon: the execution 
of the agreement (May 1997). 

The Department should have 
plann ed the preparation of bid 
documents before awarding the 
work or should not have changed 
the scope of the work after 
entrustmcnt. 

Though the Project Director 
requested the field officers in May 
1997 itself to furni sh a ll essential 
data he <lid not mon itor their 
replies. As this is basic data wh ich 
is readily available in the divisions 
the delay was avoidable. 

As the document was available 
with the Department the delay was 
avoidable. 

The Department should have 
arranged office accommodation 
and paid the advance with in the 
time. 

... 

, 

l
·c 
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Appendices 

Appendix XXXIJ 

(Reference: pa ragraph 4.4.6; page 140) 

Details of Audit entrusted by Government 

Tami I Nadu Stale Legal Services Authori ty. 
Chc11nai 

Swtc 1 luman Rights Commission. Chcnnai 

Tamil Nadu State AJDS Control Soeiety. 
Chennai 

Tamil Nadu Maritime Board. Chennai 

District Legal Services Authori ty 
(23 districts)* 

District Legal Scrviees Authority. Pernmbalur 

District Legal Services Authority. Karur 

Distri1.: t Legal Services Authority, Namakkal 

Regional !J1stitute of Correctional 
Administration, Vellore 

Section und~r :::·= · 'P'erl~ &( Date of , · 
whk h tmtrus ted · 'e11trustrne';1( ? · ·en tr.u~tm.eut 

19(2) 

19(2) 

20( I) 

19(3) 

19(2) 

l 9(2) 

19(2) 

19(2) 

20( I ) 

1997-98 onwards 03 Deeembcr 1997 

1997-98 onwards 07 June 1997 

1994-95 onwards 15 February 1996 

1997-1998 lO 

2001-2002 

01 November 
1997 onwards 

1999-2000 
onwards 

30 Apri I I 999 

23 May I 997 

27April 1999 

1999-2000 27 April 1999 
onwards 

2002-03 onwards 29 March 2002 

2000-2005 3 October 200 I 

* Chcngalpattu, Chennai , Coimbatore, Cuddalore, Dindigul. Erode, Kmrniyakumari , Krislurngi ri, Madurai, 
Nagapattinam, The r\ilgiris, Pudukonai, Ramanathapuram, Salem, Sivaganga, Srivillipulhur. Thanjavur, 
Thiruvannamalai, Thoothukudi, Tiruchirappall i, Tirunclvcli . Vellore and Villupuram. 

J 

193 



A 11dit Report {Cil'il) for the year ended 31 March 2004 

Appendix XX.XI II 

(Reference: paragraph 4.4.8; page 141) 

Inspection Reports issued to various offices up to December 2003 and 
pending as at the end of June 2004 

sf~o. :'·' Year .;:·.· 
. ::;:.:: .·.·.:.;.· :: 

.::: 

.:··:::::·::·.::.; . 

I. 1984- 1985 2 

2. 1987-1 988 8 l l 

3. 1988-1989 3 6 

4. 1989- 1990 7 12 

5. 1990-1991 19 50 

6. 1991-1992 23 55 

7. 1992-1993 90 306 

8. 1993-1994 89 218 

9. 1994-1995 120 2 18 

10. 1995-1996 137 299 

I I. 1996-1997 173 396 

12. 1997-1998 239 479 

13. 1998-1 999 3 18 807 

14. 1999-2000 444 107 1 

15. 2000-2001 649 1854 

16. 2001-2002 790 2389 

17. 2002-2003 1087 3820 

18. 2003-2004 (up to December 2003) 837 2984 

-----------

.. 
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Appendices 

Appendix XXXIV 

(Reference: paragraph 4.4.8; page 141) 

Serious irregularities pending settlement as of June 2004 

I Agriculture Department 

l. Subsidy to Hindu Adi Dravidar farmers, not 
reimbursed by T AHDCO 

2. 
.. 
-'· 

Time-barred chemicals kept in stock 

Coconut Mother farm at Putlur - Excess of 
expenditure over receipts during the past fi ve years 

II Animal Husbandry Department 

I. 
2. 

3. 

4. 

5. 

6. 
7. 

8. 

9. 

IO. 

l I. 

12. 

Non-recovery of amount due from sale of milk 

Avoidable expenditure on feed ing charges 

Purchase of de fective "Sailo Tank" 

Unutili sed Special Central Assistance for heifer 
calf7goat/shecp rearing 

Non-utilisation of Central Assistance for Integrated 
Piggery Development 

Uneconomical operation of Liquid Nitrogen Plant 

Loss of Revenue to Government due to non­
auctioning of tamarind trees 

Non-utilisation of grants on ' Mouth Disease 
Control Programme' 

Failure to ava il Centra l Assistance under SGSY 

Failure to ensure adoption of proper procedure in 
'Cross bred Sheep Scheme' 

Delay 111 supply of 'Backyard Poultry' to poor 
farmers 

Recurring loss in 'Raising Baby Chicks ' scheme 
for the past fi ve years 

III Highways Department 

I. 
2. 

3. 

4. 

5. 

6. 
7. 

8. 

Excess payments 

Excess over estimate 

Want of sanction 

Irregular expenditure to be recovered 

Expenditure to be ratified q.y Government/Chief 
Engineer 

Recovery of over payment of salary 

Loss shortages theft stock not handed over etc. 

Recovery from contractors 

Advance payment pendin·g adjustment 

'' '195 

2 

. 4> ........... . 

2 

2 

2 

3 

3 
9 

6 

47 

2 1 

15 

14 

20 

2 1 / 

(Rupees in lakh) 

100.08 

21.27 

17.30 

56.18 

42.08 

18.76 

664.00 

88.00 

24.42 

2.35 

87.00 

23.04 

42.46 

33.00 

178.00 

23.83 

424.32 

306.99 

1350.83 

1157.22 

1.53 

188.8 1 

457.69 

3834. 19 • 
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A 11di1 Repor1 (Civil) for 1he year ended 31 March 2004 

Appendix XX.XV 

(Reference: paragraph 5.1 .9; page 145) 

Details regarding savings of 20 per cent and above as compared to F'1G relating to the 
years 2001-02 and 2002-03 

Expe11dit11re details for tlze year 2001-02 

Heiid of.account Origi~u( 
.. . . . .. .. 

Suppleme1\tary Reappropriation · 
grant". · grant 

2210.06.00 I.JD 13370 0 (-) 794 

2210.06. I 0 I.AU 7062 0 (-) 737 

2210.06. 11 3.AD 1399 0 (-) 244 

2210.06. 11 3.AE 1846 0 (-)212 

2210.06. 113.JA 1277 0 (-) 524 

2211.00.003.SF 1250 792 

2211.00.104.SD 283 0 (-) 83 

Expenditure details for tlze year 2002-03 

···:-. 
·:·:;: 

2059.01.053.BZ 

2059.01.053 .CB 

2210.06.00 l .JA 

2211.00.003.JA 

2211.00.003.SG 

2211.00.104.SD 

42 10.02.103.JG 

2 1487 

51750 

95 

0 

12700 

246 

0 

0 

0 

0 

5 

0 

6899 

(-) 10000 

(-) 27000 

(-) 20 

15660 

(-) 2137 

0 

2101 

·196 

(Rupees in thousand) 
::·---:-. '.·> 

Fina.I ··· .. Adual Savi ngs Percentage 
mod ine:d ·Ex1>cnditurc of S:wiug to 
grant(Fl\1G) FMG 

; 

12576 8767 3809 30 

6325 477 1 1554 25 

1155 827 328 28 

1634 1123 51 1 31 

753 499 254 34 

2043 1027 1016 50 

200 153 47 24 

(Rupees in thousand) 

>:Ait~al :,; . ,:,,;:,:,,,,,.,,,,:,:. :,:,-.ntvin1mr·:,. 

11487 

24750 

75 

15665 

10563 

246 

9000 

:_,:E~pendifu~~::, 

7398 

18049 

5 1 

3708 

8264 

163 

6 11 

::-;·:-

4089 

6701 

24 

11957 

2299 

83 

8389 

36 

27 

32 

76 

22 

34 

93 

, 

• . . 

~ ., 
1~ 


