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Government commercial enterprises, the accounts of which are subject to 
audit by the Comptroller and Auditor General of India, fall under the 
following categories: 

(i) Government companies, 

(i i) Statutory corporations. and 

(i ii ) Departmentally managed commercial undertakings. 

2. This report deals with the results of audit of Government companies 
and Statutory corporations including Tamil Nadu Electricity Board and has 
been prepared for submission to the Government of Tami l Nadu under Section 
19-A of the Comptroller and Auditor General's (CAG) (Duties, Powers and 
Conditions of Service) Act, 1971, as amended from ti me to time. The results 
of audit relating to departmentally rnanaged commercial undertakings arc 
included in the Report of the Comptroflcr and Audi tor General of India (Civil) 
- Government of Tamil Nadu. 

3. Audit of the accounts of Government companies is conducted by 
Comptroller and Auditor General of India under the provisions of Section 6 I 9 
ofthe Companies Act, 1956. 

4. In respect of Tamil Nadu Electricity Board. which is a Statutory 
Corporation,_ the Comptroller and Audi tor Genera l of Ind ia is the sole auditor. 
In respect of Tamil Nadu Warehousing Corporation, he has the right to 
conduct the aud it of their accounts in addition to the audit conducted by the 
Chartered Accountants appointed by the State Government in consultation 
with CAG. In respect of Tamil Nadu Electricity Regulatory Commission. 
CAG is the sole aud itor. The Audit Reports on the annual accounts of these 
corporations/commission arc fo rwarded separately to the State Government. 

5. The cases mentioned in this Report are those, which came to notice in 
the course of audit during 2003-04 as well as those, which came to notice in 
earlier years but were not dealt with in the previous reports. Matters relating 
to the period subsequent to 2003-04 have also been included, wherever 
necessary. 

vii 
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[~---------------O~V--ER~V_rn_Jw ______________ ~] 
1 Overview of Govern·ment companies and Statutory 

corporations 

As on 31 March 2004, the State had 68 Public Sector Undertak ings (PSUs) 
comprising 66 Government companies and two Statutory corporations (both 
working) as against 78 Public Sector Undertakings compri sing 76 Government 
companies and two Statutory corporations as on 31 March 2003. Of 66 
companies, 14 companies were non-working. rn add ition there were three 
deemed Government companies under Section 619-B of the Companies Act, 
1956 as on 31 March 2004. 

(Paragraphs 1.1 and 1.30) 

The total investment in working PSUs increased from Rs.ll.496.85 crore as 
on 31 March 2003 to Rs.l3,58l.35 crore as on 31 March 2004. The total 
investment in non-working PSUs decreased from Rs.88.12 crore to Rs.84.23 
crore during the same period. 

(Paragraphs 1.2 and 1.15) 

The budgetary support in the form of capital, loans, grants and subsidies 
disbursed to the working PSUs decreased from Rs.3,7l5.99 crore in 2002-03 
to Rs. l ,673.24 crore in 2003-04. The State Government also contributed loan 
of Rs.3.51 crore to one non-working company during 2003-04. The State 
Government guaranteed loans aggregating Rs.l, 138.45 crore during 2003-04. 
The total amount of outstanding loans guaranteed by the State Government 
increased from Rs.7, ll6.02 crore as on 3 1 March 2003 to Rs.7,378.89 crorc as 
on 31 March 2004. 

(Paragraphs 1. 5 and 1 .16) 

Thirty seven working Government companies and one Statutory corporation 
have linalised their accounts for 2003-04. The accounts of 15 working 
Government companies and one Statutory corporat ion were in arrears up to 
three years as on 30 September 2004. The accounts of nine non-working 
companies were in arrears for periods ranging from one to 12 years as on 30 
September 2004. 

(Paragraphs 1.6 and 1.18) 

ix 
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According to the latest finalised accounts, 31 working PSUs (29 Government 
companies and two Statutory corporations) earned aggregate profit of 
Rs.298.40 crore. Out of 37 working Government companies, which finalised 
their accounts for 2003-04 by September 2004, only six companies declared 
dividend aggregating Rs.8.14 crore. Twenty three working Government 
companies incurred aggregate loss of Rs.l78 .96 crorc as per their latest 
finalised accounts. Of the loss incurring working Government companies, 16 
companies had accumulated losses aggregating Rs. l ,955 .29 crore, which 
exceeded their aggregate paid-up capital ofRs.715 .67 crorc. 

(Paragraphs I. 7, 1.8 and I. 9) 

Even after completion of 19 to 27 years of their existence, the turnover of 
three working Government companies had been less than rupees five crore in 
each of the preceding six years as per their latest finalised accounts. Of these 
three, one company had been incurring losses for four consecutive years 
leading to negative net worth. In view of the poor turnover and continuous 
losses. the Government may either improve performance of these companies 
or consider their closure. 

(Paragraph 1.28) 

~ Reviews relating to Government companies! 

2.1 Tamil Nadu Tea Plantation Corporation Limited 

Tamil Nadu Tea Plantation Corporation Limited was incorporated in 
August 1975 to rehabilitate repatriate families from Sri Lanka. The Company 
commenced its operation from I April 1976 and had absorbed 2,445 Sri 
Lankan repatriate families so far as against the target of 2,825 famil ies. The 
Company developed tea plantations covering 4,431 .92 hectare in four phases 
up to 1995. The key problem area of the Company is its inability to get good 
price for tea. Some of the important points noticed in Audit are given below: 

Shortfall in Green Tea Leave yield compared to budgeted yield resulted in loss 
of contribution of Rs.15.98 crore during the five years ended 31 March 2004. 

(Paragraph 2.1.8) 

Green Tea Leaves yield in the Company was lower than that in private tea 
estates resulting in loss of contribution of Rs.l7 .97 crore during 1999-2004. 

(Paragraph 2.1.11) 

X 



Non-achievement of district average price in the auction sale by the Company 
resulted in revenue loss of Rs. l2 crore during the five years ended 31 March 
2004. 

(Paragraph 2.1.19) 

2.2 Tamil Nat/11 lndllslrial Investment Corporation Limited 

Tamil Nadu : Industrial Investment Corporation Limited was incorporated in 
March 1949 with a view to aid/provide financial assistance to medium. small 
scale and tiny industries and also to extend financial assistance by way of 
direct participation in the equity of the assisted units. The steady increase in 
percentage of non-performing assets to total outstanding amount indicates that 
the recovery mechanism of the Company was ineffective. Some of the 
important points noticed in Audit are given below: 

Accumulated losses of Rs.328.85 crore as on 31 March 2004 had completely 
eroded the paid-up capital. 

(Paragraph 2.2.6) 

Deficiencies in the appraisal of projects resulted in non-recovery o f Rs.67.42 
crore from 18 units as on 31 March 2004. 

(Paragraph 2.2.1 1) 

Faulty implementation and poor follow-up not only resulted in non-recovery 
of Rs.62.20 crore but also did not serve the intended purpose of 
Mudalipalayam scheme. 

(Paragraph 2.2. 1 2) 

Deficiencies in follow-up of overdues resulted in non-recovery of Rs.34.2 1 
crore from s ix units . 

(Paragraph 2.2. 1 5) 

~ Revi~ws relating to Statutory corporation! 

Tamil Nad11 Electricity Board 

3.1 Sectoral review on Fuel Management 

Tamil Nadu Electricity Board has 160 power generation stations comprising 
four thermal, three gas based, one naptha based, 32 hydel and 120 windmill 
stations. The installed capacity as on 31 March 2004 was 5,401.035 Mega 

xi 
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Watt (MW). Some o f the important points noticed in Audit are given below: 

The Board had incurred Rs.68.35 crorc on account of stones and mi ll rejects 
contained in coal. 

(Paragraph 3.1.8) 

There was excess consumption of naptha valuing Rs.34.96 crore in Basin 
Bridge Gas Turbine Power Station due to excessive heat consumption. 

(Pamgraph 3.1.11) 

3.2 Information Technology review on Software f or lliglz Tension 
revenue billing 

The software for ll igh Tension billing in a ll the 37 Electricity Distribution 
Circles o f Tamil Nadu Electricity Board was introduced in July 200 I. The 
soft ware did not cover all the essential items o f revenue to be assessed. 

(Paragraphs 3.2.1 and 3.2.4) 

The program did not levy maximum demand charges based on recorded 
max imum demand resulting in short levy ofRs.28.21 lakh . 

(Pamgraph 3.2. 9) 

The program did not ensure compliance to energy audit regulations resulting 
in non-recovery of penal charges of Rs.33.29 lakh. 

(Paragraph 3.2.25) 

k Transaction Audit Observa-tion~ 

Audit observations included in this Report highlights deficiencies in the 
management o f Public Sector Undertakings, w hich resulted in serious 
financ ial implications. The irregularities pointed out are broadly o f the 
fo llowing nature: 

• Unproducti ve expenditure/ imprudent investment/blocking up o f funds and 
loss of interest amounting to Rs. 12. 12 crorc in four cases. 

(Pamgraphs 4.1, 4.1 4, 4. 15 am/4. 1 8) 

• Avoidable extra expenditure amounting to Rs.6.35 crore in six cases. 

(Paragraphs 4.2, 4.3, 4.5, 4.6, 4. 7 rt/ll/ 4. 1 /) 

xi i 
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• Loss of revenue of Rs.31.76 crore in two cases. 

(Paragraph.\· 4.10 am/4.13) 

• Excess payments of Rs.45.78 crorc in two cases. 

(Paragraphs 4.9 am/4.12) 

• Undue favours to allottecs of land and consumers resulting in loss of 
Rs. 7. 99 crorc in three cases. 

(Paragraphs 4.4, 4. I 6 am/4. 1 7) 

Gist of some of the important observations is given below: 

Tamil Nadu Civil Supplies Corporation Limited purchased gunnies in 
excess or requirement resulting in blocking up of Rs.6.1 I crore and 
consequent interest loss of Rs. 91.65 lakh. 

(Paragraph 4.1) 

State Industries Promotion Corporation of Tamil Nadu Limited revised its 
policy to accommodate two private parties resulting in an undue benefit of 
Rs.6.65 erore . 

(Paragraph 4.4) 

T~amil Nadu Electricity Board paid Rs.40.1 9 crore as income tax to an 
independent power producer against the terms of the agreement. 

(Paragraph 4. 9) 

Inordinate delay by Tamil Nadu Electricity Board in placing order for rotor 
in Ennore Thermal Power Station resulted in generation loss of 378 million 
units of power and loss of contribution of Rs.28 .56 crore. 

(Paragraph 4.1 0) 

T~tmil Nadu Electricity Board incurred avoidable extra expenditure of 
Rs.4.25 crore due to its fai lure to accept reduction in interest rates. 

(Paragraph 4.1 1) 

- --- -------
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Tamil Nadu Electricity Board extended undue benefit of Rs.5.59 erore to an 
independent power producer towards interest on working capital and return on 
equity. 

(Paragraph 4.12) 

xiv 
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[~------~-------C_H_A_P_T_E_R_-1 ________ ~----~) 
!Overview of Government companies and Statutory corporations! 

~ntroductionl 

1.1 J\s on 31 March 2004, there were 66 Government companies (52 
working companies and 14# non-working companies) and two Statutory 
corporations (both working) as against 76 Government companies (62 
working companies and 14 non~working companies) and two working 
Statutory corporations as on 31 March 2003 under the control of the State 
Government. During the year, 18 State Transport companies were merged 
into seven Government companies· and one new Government company viz., 
Tamil Nadu Rural Housing and Infrastructure Development Corporation 
Limited was·formed. The accounts of the Government companies (as defined 
in Section 6 17 of the Companies Act, 1956) are aud ited by Statutory Auditors, 
who are appointed by the Comptroller and Auditor General of India (CAG) as 
per provisions of Section 619 (2) of the Companies Act, 1956. These accounts 
are also subject to supplementary audit conducted by the CAG as per 
provisions of Section 619 of the Companies Act, 1956. The State Government 
had formed Tamil Nadu Electricity Regulatory Commission and its audit is 
entrusted to the Comptroller and Auditor General of India under Section I 04 
(2)6 of the Electricity Act, 2003. The audit arrangements of Statutory 
corporations are as shown below: 

Name of the Authority for audit by the CAG Audit arrangement 
corporation 

Tamil Nadu Electricity Under Rule 14 of the Electricity Sole audit by CAG 
Board (Supply) (Annual Accounts) Rules, 

: 1985 read with Section 185 (2)(d) of 
the Electricity Act, 2003'. 

Tamil Nadu Section 31 (8) of the State Audit by Chartered 
Warehousing Warehousing Corporations Act, Accountants and 
Corporation 1962 Supplementary audit by CAG 

# Non-working companies _ are those, which are under the process of 
liquidation/closure, merger, etc. 

!l Earlier provision of Section 34 (4) of the Electricity Regulatory Commissions Act, 
1998 was repealed by the Electricity Act, 2003. 

• The earlier provision of Section 69(2) of the Electricity (Supply) Act, 1948 was 
repealed by the Electricity Act, 2003. 
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Investment in working PSUs 

. '.-.. 

1.2 As ori 31 March 2004, the total investment in 54 working PSUs (52 
Govetnment compariies and two Statutory corporations) was Rs.13,58l.35 
crote ( eqi.tity: Rs.2,099 .56 crore; long~term loans"'": Rs.l1 ;481. 79 crore) as 
against 64 . working PSUs (62 Government companies and tw.o St~tutory 
col'porations) with a total investment . of Rs.ll,496. 85 cl'ore (equity: 
Rs.l,863.10.cl'ore; longtehnloans: Rs.9.633.75 'crore}ason 31 March 20b3. 
The analysis of investment i11 working P$Us, is. giveh in the following 

· . paragraphs:. · 

The inVestment ( equity·and long~tei'm loans) invarious sectors and petcentage 
thereofat th~ eri.d of31 March 2004 and 31 March 2003 are indicated in the 
pie charts,; 

·, ... 

Long term loans mentioned in Parag1'aphs 1.2, 1.3, 1.4, I. IS and 1.16 are exC1~1ding' 
intei·est accrued and due on such loans. · 

2. 

"•J. 
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Chapter - I Overview of Government companies a11d Statutory corporations 

SECTOR-WISE INVESTMENT IN WORKING GOVERNMENT COMPANIES AND 
STATUTORY CORPORATIONS 

Total investment: Rs.13,581.35 crore 
(Figures in brackets indicate percentage) 

2003-04 
(Rupees incrore) 

9154.65 
(67.41) 

67831.~~~--------------------~~---------------, 
(4•99) • Power • Infrastructure 

134.59 
(1.17) 

C 'Iran sport c Economically weaker section 
• Finance • Agriculture 
• Industry • Others 

Total investment: Rs.11,496.85 crore 
(Figures in brackets indicate percentage) 

• Power 
CTransport 
• Finance 
• lndust 

2002-03 
(Rupees in crore) 

3 

• Infrastructure 
0 Economically weaker section 
• Agriculture 
• others 

7392.07 
(64.30) 
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Working Government companies 

1.3 Total investment in working Government compames at the end of 
March 2003 and March 2004 was as fo llows: 

(Rupees in crore) 

Year Number of Equi ty Loans Total 
companies 

2002-03 62 I ,630.49 2,466.68 4,097.17 

2003-04 52 1,666.95 2.752.14 4,41 9.09 
-

As on 31 M~rch 2004, the total investment in worki ng Government companies 
comprised 37.72 per cent of equity capital and 62.28 per cent of loans as 
compared to 39.80 and 60.20 per cent, respectively as on 31 March 2003. 

The summarised statement of Government investment in working Government 
companies in the form of equity and loans is detailed in Annexure-!. 

Working Statutory corporations 

1.4 The tota l investment in two working Statutory corporations at the end 
of March 2003 and March 2004 was as follows: .. 

(Ru pees in crore) 

Na me of corporation 2002-03 2003-04 

Capital Loans Capital Loans 

Tamil Nadu Electric ity Board 225.00 7, 167.07 425.00"' 8,729.65 + 

Tamil Nadu Warehousing Corporation 7.6 1 --- 7.61 ---

Tota l 232.61 7,167.07 432.61 8,729.65 

The summarised statement of Government investment in working Statutory 
corporations in the form of equity and loans is detailed in Annexure-!. 

Budgetary outgo, grants/subsidies, guarantees, waiver of dues and 
conversion of loans into equity 

1.5 The details regarding budgetary outgo, grant/subsidies. ·guarantees 
issued, waiver of dues and convers i o~ of loans into equity by State 
Government · to working Government companies and Statutory corporations 
are given in Annexurcs-1 and 3. 

Provisional figures, as accounts are under tinal isation. 
4 



Equny capnal 
outgo from 
budget 

Loans given 
rrom budget 

Grants 

(1) Subs1dy 
tO\\ ards 
prOJects/ 
programmes/ 
schemes 

(li) Other 
subs1dy 

(1i1) Total 
subsidy 

Total outgo 

1 rll 

Chapter I - Overview of Govemment companies am/ statutory corporations 

The budgetary outgo (in the form of equity capital and loans) and subsidies 
from the State Government to working Government companies and working 
Statutory corporations for the three years up to March 2004 are given below: 

(A mount - Rupees in crore) 

200 1-02 2002-03 2003-0-' 

Companies Corporations Companies Corporations Companies Corporations 

No. 

2 

4 

---
10 

12 

22 

2s• 

Amount No. Amount No. Amount No. Amount No. Amount 0. Amount 

3 79 I 100.00 5 34.35 I 25.00 4 33.46 I 20000 

16.54 --- --- 5 19.57 -- -- 4 223.51 --- ---

--- I 43.62 --- --- I 29.47 --- - --- --
1,354.99 -- --- 9 1,373.60 -- - 10 894.86 --- --

53.95 I 322.50 5 21 86 I 2.2 12 14 4 71 41 I 250 00 

1.408.94 I : 366 12 14 I ,395.46 I 2.2 12.14 14 966.27 I 250.00 

1,-'29.27 I -'66.12 19 .. I .4-'9.38 I 2,266.61 19 I ,223.2-' I 450.00 

During 2003-04, the Government had guaranteed loans aggregating 
Rs.l , 138.45 crore obtained by nine working Government companies 
(Rs.350.26 crore) and one working Slatutory corporation (Rs.788.19 crore). 
At the end of the year, guarantees amounting to Rs.7,378.89 crore against 18 
working Government companies (Rs.2,736.85 crore) and one working 
Statutory corporation (Rs.4,642.04 crore) were outstanding. The guarantee 
commission paid/payable to Government by Government companies and 
Statutory corporations during 2003-04 was Rs.3 .12 crore and Rs.22.83 crore, 
respectively. 

Finalisation of accounts by working PSUs 

1.6 The accounts of the companies for every financial year are required to 
be finalised within six months from the end of relevant financial year under 
sections 166, 210, 230, 619 and 6 19-B of the Companies Act, 1956 read with 
section 19 of the Comptroller and Auditor General ' s (Duties, Power and 
Conditions of Service) Act, 1971. They are also to be laid before the 
Legislature within nine months from the end of financial year. Similarly, in 
case of Statutory corporations their accounts are finalised, audited and 
presented to the Legislature as per the provisions of their respective Acts. 

However, as could be noticed from Annexure-2,· out of 52 working 
Government companies and two Statutory corporations, only 37 working 

These are actual number of companies/corporation, which have received budgetary 
support in the form of equity, loan, subsidies and grant from the State Government 
during the respective years. 
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companies and one . Statutory cmpora~ioii.Iiave : finaiised their accounts for . · 
.2003~04 within the stipulated period. Dtiring October2003 to September 
2004, 16 workir1g Goveniment· companies firiaiised 16 accOui1tS for previous . 

·years. Si1pilarly, durirl.g the same pei·iod one Statutory. corporation· .. (Tamil-·· 
NaduElectricity Bom'd) finalised its accounts for previous year. 

The .acc6i.mts of 15 -~orking Government. corppanies and one Statutory 
corporation ;were in arrears up to. three. years a~ on 30 Sep~ember 2004 as_. 
detailed below: . 

Serial ·Number ofn1orldug · Ye:u}or 1i'hiCh Nlunb'cr of c Reference to SI.No .. of.. 
No. 

I. 

2. 

3. 

.. companies/corporations accounts arc iii years for Annexure 2-
arrears which', 

accoun_ts.arc 
.. ii1 arre·ars 

Government Statutory · I Gov.erlllilcnf Statutoi'y 
-companies corporations. ' ' companies corpilra lions 

;I --- ' 2001 ~02, 2002-03 3 A-22 
and 2003"04 

I --- 2002~03 anil2003-04 i A~30 ---

13 I 2003-04 I "' 8CI 

The administrative departments have to oversee and ensure that the accounts 
are finalised and adopted by the· PSUs within prescribed period. ThoLigh the 

. concerned administrative departments and officials of the Government were ·. 
· . appi·ised quarterly by the Audit regarding arrears in Jinalisation of accounts; 

no effective measures ha:ve been tah~ri by the Gov,enm1ent and as a result, the 
net worth of these PSUs could not be assessed in Audit· 

· ' · Financidlposition and working results ojworkitzg PSUs ·. · 

_1.7 The.stimn1arised financial resultsof.working PSUs (Government 
· . companies and Statutory corporations) as per their :latest, fihalised accounts are 

given in .Annexure-2. Besides,: statement sho~ing' financial position and 
working results of individ:ual working Statutory :corporations for the latest 
three years for which accounts are, finalised are given in Annexures-:4 and 5 
respective! y. ·· . . · · · · 

.. 
. . ;Ac~ordirig to the latest finalised accounts ofi52 working Govei·nment · 

. corripani~s and two Working Statutory corporatioi1s, 2Jcompanies incurred 
·· : aggtegate Iqss of Rs.l78.96 crme ahd 29: comp-anies aii.d two Statutory 

corporations ea1·ned aggregate profit of Rs.I84.65 -crore and Rs.ll3.75 crore 
respectively~ · · . · ... · . 

. I '.: 

';: .' 

-i' 

., :, ,. 

Serial riumbers A-7, 8,,1 o; 12; 17, 29, 31 to 33,35 and 49 to 51 ofAnnexure-2 ... 
6 

I ., 

·. 



2-19--7 

Chapter I - Overview of Govemmeut companies and statutory corporations 

Working Govemment companies 

Profit earning working companies and dividend 

1.8 Out of 37+ working Government companies, wh ich finalised their 
accounts for 2003-04 by 30 September 2004, 22 companies earned an 
aggregate profit of Rs.96.62 crore and only s ix companies (serial numbers A-
19, 21, 23 , 24, 39 and 40 of Annexur;.e-2) declared dividend aggregating 
Rs.8.14 crore. The dividend as percentage of share capi ta l in the above six 
companies worked out to 12. 18. The remaining 16 profit making companies 
did not declare any dividend. The total return by way of above dividend of 
Rs.8.14 crore worked out to 0.52 per cent in 2003-04 on total equity 
investment qf Rs. l ,579.72 crore by the State Government in all Government 
companies as against 0.40 per cent in the previous year. The State 
Government has not formulated any dividend policy for payment of minimum 
dividend. 

Similarly, out of I 0 working Government companies, which finali sed their 
accounts for previous years by September 2004, seven companies earned an 
aggregate profit of Rs.88.03 crore and out of these seven companies, five 
companies earned profit for two or more successive years. 

Loss incurring working Govemmeut companies 

1.9 Of the 23 loss incurring working Government companies. 16 
companies had accumulated losses aggregating Rs.l ,955.29 crore. which 
exceeded their aggregate paid-up capital of Rs.715.67 crore. 

Despite poor performance and complete erosion of paid-up capital , the State 
Government continued to provide financia l support to seven out of these 16 
companies in the form of equity, loans and subsidy amounting to Rs. l ,070.83 
crore during 2003-04. 

Working Statutory corporations 

Profit earning Statutory corporation and dividend 

1.10 Out of two Statutory corporations, one corporation (Tamil Nadu 
Warehousing Corporation) finali sed its accounts for 2003-04. This 
Corporation earned a profit of Rs.l.l8 crore and declared a dividend of 
Rs.3 1.39 lakh to the State Government. The other Statutory corporation 
(Tamil Nadu Electricity Board) which finalised its accounts for 2002-03. 
earned a profit of Rs. l1 2.57 crore for that year. The accumulated losses of 
Tamil Nadu · Electricity Board as on 31 March 2003 was Rs. l ,295.63 crore, 
which exceeded the paid-up capi tal of Rs.225 crore as on that date. 

These includes six companies, which finalised their previous years' accounts also. 
7 
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Operational performance ofworki11g Statutory corporations. 
. . 

Jl..U The operational performance of the working Statutory corpora~ions is ·• 
given in A~rnnexure-6. ' 

It could be s·een from Annexure-6 that the po~er gene,raticn1 by Tamil Nadu 
Electricity Board decreased by 3.27 per cent during :2och~o4.tllOUgh demand • 

. increased by 3.89per cent during the sanie period .. This necessitated increased 
purchase of power from other states. 

. . ' 

As regards Tamil Nadu Warehousing Corporation, the percentage of capacity' 
utilisation, which was 90per cent in 2000-0·1, came down drastically to 58 per 
cent in 2003-04, resulting in.reduction of income . 

Return on capital employed· 
' . 

1.12 As per the latest finalised accounts (up to September 2004),the capital 
employed• worked out to Rs.7,047.74 crore in 52 working companies and 

. "' . . . . ... . ··'· . 
total return thereon amounted to Rs. 723'.39 crpre, which is 10.26 per. cent as 
compared to totql return of Rs.533 .37 crore (6.55. per cent) in the previous 
year (accounts finalised up to September 2003). · · Similarly,' the capital 
employed and total return thereon in case of working Statutory corporations as 
per the latest finalised accounts (up to September 2004) worked out to 

· .. Rs.9,895.59 croreand.Rs.791.48 crore, respectively as·aga1nst the total return 
of (-)Rs.4,306.42 crore in 2002-03. The details of capital employed and total 
return on capital employed incase of working Goven1ment companies and · 
Statutory corporations are giv~n in Amnexure-:i. · 

Status of implementation of MOU between the State Government and tfte· 
Central Government · 

1.13 In pursuance to Chief Ministers' conferenc~ on Power Sector Reforms, 
held in March 200 I, a Memorandum of Understanding (MOU) was signed in 

. January 2002 between the Ministry of Power, Government of India and the 
Department of Energy, Government of Tamil Nadu as· ajoint commitment for 
implementation of ·reforms prograrnp1e in power sector with identified 
milestones. · 

.. Capital employed repi·esents net fixed assets (including capital works~in"progress) 
plus ·working· capital except in finance companies and corporations, where it 
represents a mean ofaggregate of opening and Closing balances of paid-up capital, . 
rreere.serves, bonds, deposits and borrowings(iqcluding refinance): . · · · 
For ca.lculating total return on capital employed, ,interest on borrowed funds is added 
to net profit/subtracted from the loss as disclosed in the profit arip loss accounf 

. 8 
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Chapter 1- Overview of Government companies am/ statutory corporations 

Status of implementation of reform programme against each commitment 
made in the MOU is detailed below: 

Commitment as per MOU Targeted Status (as on 31 Remarks 
completion March 2004) 
Schedule 

Commitments made . by the 
State Government 

Appointment of Chairperson January 2002 Appointed and ---
in State Electricity Regulatory assumed charge in 
Commission (SERC) July 2002 

I 00 per cent electrification of By 2007 (64,042 63,842 villages and ---
all villages and hamlets villages and hamlets have been 

hamlets) electrified 

Reduction in transmission and By December Transmission and Transmission and 
distribution losses to 15 per 2003 distribution losses - distribution losses 
cent 18 per cent continued to be at 18 

per cent in 2003-04 
also. 

I 00 per cent metering of all December 200 I Completed ---
distribution feeders 

100 per cent metering of all December 2003 All services except As on 30 September 
consumers agriculture and hut 2004, 93,190 

services metered agriculture services and 
59,427 hut services 
were metered. 
Remaining services in 
these categories are not 
metered as per TNERC 
directives. 

Current operations in March 2003 There was a deficit of 
distribution to reach at break- Rs. l , 166.42 crore as 
even per the preliminary 

accounts for the year ---
2003-04 

Energy audit at II KV sub- January 2002 Introduced in ---
stations level January 2002 

Computerisation of HT & L T December 2002 HT billing fully L T billing in 90 
billing computerized sections out of2,376 

sections were 
: 

computerized 

Securitised outstanding due of As per scheme State Cabinet 
central public sector approved by approved 
undertakings Government of securitisation in ---

India April 2002. 
Government order 
issued.in June 2002. . . 

State Electricity Regulatory 
Commission (SERC) 

(i) Establishment ofTNERC Established in ---
March 1999 

9 
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Audit Report (Commercial) Jot tfleyear ended 31 Marc}1 2004 

· State ElectriCity Regulatory Commission 

1.14, Government of Tamil Nadu constitut-ed (March .1999) Tamil Nadu 
Electricity Regulatory Commission (TNERC}, 'with three in embers includiti.g~a 
Chairman, under Section 17(1) of the Electr!city Regulatory Commissions 
Act, 1998"'. The Commissioi1 started functioning· with effect frorp. 1 
September 1999. The Commission issued its first tariff notification iri March-
2003. Accounts ofTNERC have been-finalised up to March 2003 .. ·. ·· · . 

·· . Invest1~ent in 1wn-workingPSUs. 
. - : -. . -

- • - c 

1.15 As OJ?. 31 · Ma1·ch 20.04, the total investment in 14 no11-working PSUs 
(all Government companies) was Rs.84.23 crm~e {equity: Rs.38,53 ci"6re; long-.·· 
term loans: Rs.45.70- crore) as against totaL in~estment oLRs.88.12 crore 
(equity: Rs.43.43 crore; long-term .loans: Rs.44.69 crore) in 14 non-working· 
companies as on 31· March 2003. 

The classification of the non~workingQortipanies was as mi.der: 
- !. - . 

(Amount:... Rupees in crore) 

SI.No. Status of noJHvorldng Number of .. ... Investment 

(i) 

(ii) 

(iii) 

(iv) 

* 

A 

8 

c. 
D 

companies companies Equity Long-term loans 

Under liquidation . 2A 3.95 . NIL;-

Under closure :88 27.31 .45.70 .. 

U nocr merger . 2c 5.20 · NJL. 

Others 20 '!. 2.07 " )-,JIL 

Total 14 38.53 45.70 · .. 

Since r~phtced with:Secti~n 82(1) of the El~ctritityAct; 2003. . . . .. 
One Company, Tamil N~du Goods Transport Corporation Limited, which ~as uhder -•-­

.· .. liquidation, had been directed by the State Goveniment to be nierged wit~ State . 
Express Transport Corporation Limited.· Approval of Company Law Board was 
awaited. · . . 

··Serial numbers C-7 and 11 ofAnnexure-2 
Serial numbers C-1 to 5, 9, 10 and 13·of Annex~re-2 ·. 

· Serialhumbers C-8 and·I4 ofAnnexure-2 
SerialnumbersC-6 and 12 of Annexure.:2 

10 . 



Chapter I - Overview of Govemment <:OIIIJHIIIies and statutory corpomtious 

Of the above non-working PSUs, I 0 Government companies were under 
liquidation or closure under Section 560 of the Companies Act, 1956 for three 
to 14 years and substantial investment of Rs.76.96 crore was involved in these 
compames. Effecti ve steps need to be taken for their expeditious liquidation 
or revival. 

Budgetary outgo, grant/subsidy, guariwtees, waiver of dues and conversion 
of loans into equity 

1.16 The details regarding budgetary outgo in the form of loan to the non­
working Government companies are given in Anncxurc-1. The State 
Government had given loan of Rs.3.5 1 crore to one non-working company (C-
13 of Anncxurc-1) during 2003-04. 

Total establishment expenditure of 11011-worki11g PSUs 

1.17 The year-wise detai ls of total establi shment expenditure of non­
wo rking PSUs and the sources of financing them duri ng the last three years up 
to 2003-04 are given below: 

(Amount - Rupees in crore) 

Year No of Total Financed by Others 
PSUs establishment 

Disposal of Governm ent expenditure 
investment/ by way of 
assets loans 

2001-02 10. 5.4 1 0.04 5 .37 ---

2002-03 2. 0 .62 0.62 --- ---

2003-04 .,• 
..) 2. 16 --- 1.68 0.48 .. 

Finalisation .of accounts by 11011-working PSUs 

1.18 The accounts of nine non-working companies were in arrears for 
periods ranging from one to 12 years as on 30 September 2004 as could be 
noticed from Annexurc-2. 

Financial position and working result~ of non-working PSUs 

1.19 The summarised financial results of non-working Government 
companies as per their latest finalised accounts are given in Annexurc-2. 

The year-wise details of paid-up capital, net worth, cash loss and accumulated 

• Information in respect of other companies were not avai lable. 
• Interest and miscellaneous income. 
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- Ioss/profitof non-working PSlJs as perthe!r latest finalised accounts are given 
below: · 

Year of latest 
finalised accounts 

' 1989-90 

1991-92 

1993-94 

1998-99' 

1999~2000. 

2000-0 I 

2002-03 

2003-Q4 

Number of 
companies 

I 

2 

'3 

4 

Paid-up 
capital 

32.66. 

0.002 

20.7.36 

31.50 

(Rupees in Iakh) · 

N_ct, worth Cash loss Accum-ulated 
loss (-')/profit· 

N.A N.A .· (-)132.55 

(-)127.86 . 6.22 127.86 

(-)207.48 

(-)61 :57 2.39 (-)209.07 

754.00 . (-)7928.08 1,308.36 (-)8,682.08 

27~50 9.88 0.16 .·- (-)17.62-

762.03 (-)3,260.53 747.47 . (-)6,078.08 

2,038.12 H'672.19 5.75 (-)2,731.49-
:-. 

· 1.20 The following table indicates the status of placement of various 
Separate Audit Repmts (SAR) on· the accounts of Statutory corporations 
issued by the CAG,in the Legislature oy the Government: . 

Sl. Name ofStatutory_corporation .. Years up to . Years fo1· which SARs not place~ in Legislature 
No. which SARs 

Ydi·of placed i11 Date of issue Rcnsons for delay 
- leg isla turc sAR -to the ·. in placement iu 

Government Lcgishlttirc 

I. Tamil Nadi1 Electricity Board 2000~01 2001-02 . September ---
(lild 2003 and 

,· 2002-03 · I. ,J[Jile 2004 .. 

: 1.21_ . D~1ring the year,: the Government amalgamated 18 State Transport 
. U11dertakings (STUs) into seven STUs for • operational convenience and 

economic viability; _ The 'Government had decided (November 20o3) to 
- amalgamate, Tamil Nadu Goods , Transport Corporation Limited, which is.· 
.· under liquidation, with State ·Express Transport- Coqjoration Limited. The 
. approval of Company Law Boai~q was awaited· ~Septeniber 2004). 

; - . 
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Chapter I - Overvietv of Govemment companies and statutory corporations 

Results of audit of accounts of PSlJs by Comptroller and Audi tor 
General of India 

1.22 During October 2003 to September 2004, the audit of accounts of 48 
Government companies (working: 44 and non-working: 4) and two accounts 
of two working Statutory corporations were selected for review. As a result of 
the observations made by the CAG. three working companies and one 
Statutory corporation. listed below, revised their accounts: 

' 

SI.No. Name of the company Year of accounts 

I. Tamil Nadu Civil Supplies Corporation Limited 2002-03 

2. Tamil Nadu Corporation for Development of 2002-03 
Women Limited 

3. Tamil Nadu Salt Corporation Limited 2002-03 

4. Tamil Nadu Electricity Board 2002-03 

In addition, the net impact of the important audit observations as a result of the 
review of the remaining PSUs were as follows: 

Sl. Details Number or accounts Hupecs in crore 
o. 

Gu\'Crnmenl SlaluiOry Government Sln lulory 
companies corpora- comtl:t nics corpora-

: lions lions 
Working :"ion- Working '\on-

11 orking 11 orking 

( I) Decrease 111 prolil 2 --- I 15-l --- 4 24 

(il) Increase 111 loss I - ... 4.58 -· ·-

Errors and omissions noticed in case of Govemment companies 

1.23 Some major etTors/omissions in case of Government companies 
noticed during review of accounts are given below: 

St. 'a me or the Company \'en ror Errors/umissions Amuunl 
0 accounts (Hupecs in 

crorc) 

I. Tamil Nadu Power Finance and 2003-0-1 Under stm..:ment of n•nt1ngcnt lmblliucs 5 C).j 

Infrastructure Development 
Corporatiol\ Lmutcd 

2. Tumil Nadu l3ackward Cla:.~cs 2002-03 Under statement of nncn:st pa) mcnt I 15 
Economic Dcwlopmcnt 
Corporation Limited 

3 Tamil Nadu Small Industries 2002-03 Non-prov1s1on for doubt lit I debts I 07 
Development Corporation 

Excess accounung of receivables 164 Limned 

4. Tamil Nadu Adi Dravidar 200 1-02 Non-prov1sion for doubtful recoveries 1 05 
I lousing and Development 

Non-provision for expenses 0.84 Corporation Linuted 

13 
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Ei-rors and omissi01isnoticed il~ case ofStatutbry c;orporation 

1.24 -- Some majot errors noticed- during review of. acco1-mts for 2002-03 of 
Tamil Nadu Electricity Board m~e given below: 

SJ.No: Errors/omissions 
- ' 

Amount 

.· (Rupeesin crore) 

I. Overstatement ofsurplus due to non-provision of 27.49-. 

depreciation; noncprovision for electricity duty payable, to 
Government-

2. Overstatement ofsurplus due to non-analysis of deferred cost 
. ' . . ·I· 

. 4.59 

3; Understatement of liabil,ities 75.70 

-' 

_Audit assessment of the working results ofTmnil Nadu Electricity Board -

1.25 Based on the audit asse-ssment of the :Worki1i.g results of the Tamil . 
Nadu Electricity Board for the three years up to 2003-04 and taking into. -
.consideration the major irregularities and oi11issions ·pointed out in the 
Separate. Audit Reports on the aimual accounts ~nd not taking into account the 
subsidy/subventions received/receivab~e from the State Government; the net_ -. 
surplus/deficit, percentage of return on capital employed, capital invested will .. 
be as under: · 

(Rupees in crorc) 

Sl. - Particulars 2001-02 2002-03 2.003-04 
No ' (Provisiohai). 

' 

I. Net surplus/(~) deficit as per books of -(-)4;851;89 -1.12:57 (-)1,166.42-
accounts 

--_ 

2. Subsidy from the State dovernment 322.50- • 2,212.14 250.00 

"' Net surpltts/(-)Mficit before subsidy (-)5,174!39. (-)2,099 .57 (")1,416.42 .). 

from the State Government (L~2) 
" 

4. Net increase/decrease iri net surplits/H 21.61; (~)4.24 • - N.A 
deficit oi1 account of audit comments --

on the annual accounts 

5. Net surplus/(~) deficit after taking into (:)5,152.78 (-)2;.103.81 N:A 
account the impact of audit comments 
b~tt before subsi,dyfrom the State 
Goveniment (3-4} 

6. Total return on capital employed.· (~ )4,61 0~84 790.3,0 (-)465.19 

7. Pet"centage of total retttrn on capital 
: 

8.02 --- ---
employed 

--

1.26 Test check of records of Tamil Nadu EleCtricity Board_ condud:ed 
during 2003-04 disclosed wrong fixation of tariffh1on-levy/shoi·t-levy of . 
tariff/shm1 realisation of revenue' or othei· ·observations agg1:egating to · 

14 
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C!Japter I - Overvietv of Govemment companies tmd !ita tutory corporation.\· 

Rs.88.57 crore in I, 123 cases. T he Board accepted the observations in 685 
cases and Rs.l 0. 15 crore were recovered at the instance of audit. 

IInternai audit/internal control! 

1.27 The Statutory Auditors (Chartered Accountants) are requ ired to furnish 
a deta il ed report upon various aspects including the Internal control/Internal 
audit systems in the companies audited in accordance with the directions 
issued by the CAG to them under Section 619 (3) (a) of the Companies Act, 
1956 and to identify areas, which ~eeded improvement. Directions/sub­
directions under the Act, ibid, were issued to the Statutory Auditors in respect 
of 59 Government companies invo lving 65 accounts between October 2003 
and September 2004. ln pursuance of directions so issued, reports of Statutory 
Auditors involving 55 accounts of 49 Government companies were received 
(September 2004). 

An illustrative resume of major recommendations/comments made by the 
Statutory Auditors on possible improvements in respect of State Government 
companies are indicated in the Annexure-?. 

!Recommendations for closure of PSUsl 

1.28 Even a fter completion of 19 to 27 years of their ex istence, the turnover 
of three Government companies (seri al numbers A-4, 11 , and 52 of 
Annexurc-2) has been less than Rupees fi ve crore in each of the preceding six 
years as per latest final ised accounts. One company (serial number A-ll of 
Annexurc-2) had been incurring losses for fo ur consecutive years (as per 
latest finalised accounts) lead ing to negative net worth. In view of poor 
turnover and continuous losses, the Government may ei ther improve 
performance of above three Government companies or consider their closure. 

Position of discussion of Audit Reports (Commercial) by the 
Committee on Public Undertakings (COPU) 

1.29 The following table indicates the details regarding number of reviews 

IS 
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Audit Report (Commercial) for tfte year ended 31 Mldc!z 2004 

and paragraphs pending discussion at the end of 31 March 2004: 

.. 
. Period of Number of reviews and paragraphs Number of reviews/paragraphs 

Audit Report appeared in the Audit Report · pending for discussion 

Reviews Paragraphs , Reviews Paragraphs 

1995-96 4 24 I ---

1996-97 5 24 I ---

1997-98 5 20 ' 5 15 

1998-99 6 23. 6 19 
' 

1999-2000 4 24 ' 4 21 

2000-01 4 21 4 19 

2001-02 3 .29 3 23 

2002-03 2 27 2 27 

1.30 There were tP.ree companies coming under Section 619-B of the 
Companies Act, 1956. Annexure-8 indicates the details of paid-up capital, 
investment by way of equity, loans and grants and summarised working results 
of these companies based on their latest available accounts. 

16 
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[~ _______________ c_HA __ P_T_E_R_-_II ______________ ~] 
!2 REVIEWS RELATING TO GOVERNMENT COMPANIES 

2.1 T M1IL NADU TEA PLANTATION CORPORATION 
LIMITED 

HIGHLIGHTS 

Tamil Nadu Tea Plantation Corporation Limited was incorporated in 
August 1975 to rehabilitate repatriate families from Sri Lanka. The 
Company has developed tea plantations covering 4,431.92 hectare in four 
phases up to 1995. The present activity of the Company is confined to 
raising of tea in already develo_ped areas. 

~~----------------------

(Paragraphs 2.1.1 and 2.1.2) 

Shortfall in Green Tea Leaves yield compared to the budgeted yield 
resulted in loss of contribution of Rs.15.98 crore during the five years 
ended 31 March 2004. 

(Paragraph 2.1.8) 

Green Tea Leaves yield in the Company was lower than that in privat 
tea estates resulting in loss of contribution of Rs.17.97 crore during 1999-
2004. 

(Paragraph 2.1.11) 

Setting up a new factory at a cost of Rs.7.59 crore instead of expanding 
the capacity of an existing factory at a cost of Rupee one crore, was not 

justified_. -----~--~~-~--------------------

(Paragraph 2.1.15) 

Non-achievement of district average price in the auction sale by the 
Company resulted in revenue loss of Rs.12 crore during the five years 
ended 3l March 2004. 

(Paragraph 2.1.19) 

17 
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Audit Report (Commercial) jot tile year eluted 31 Marc/1 2004 

2.Ll The Government of Tamil Nadu started a Government Tea Project in 
1968 through the Forest Department to implemei1t the Shastri-Sirimavo · 
Agreement of 1 964 for rehabilitating some of the repatriate families from Sri - -
Lanka. In order· to _achieve efficiency in ·administration, better return from 
investment and also to avail of institutional finance, the Government Tea 
Project was entrusted to a newly formed Government company, (.e., Tamil 
Nadu Tea Plantation Corporation-Limited. The Company was incorporated on 
22 August 1975 and commenced its operation with effect from 1 Apri11976. 
The Company is under the administrative: control of Departm-ent of 
Environment and Forests. 

·The Company absorbed 2,445 repatriate families from Sri Lanka so far {March 
2004) as against the target of 2,825 families. The absorptioi1 of less number of 
families (in Phase-III tea divisions) was stated to be due to absence of 
organised repatriation from Sri Lanka. The tea:plantatiohs were developed-in 
four phases betweei1 1969 and 1995 covering an-area of4,431.92 hectare. The 
Company has 11 *tea divisions and eight"' tea factories as on 3 L March 2004. 

· ).1.2 The main objective as envisaged in the Memorandum of Association of 
;:the Company are: - --

- ' . -

e To acquire, purchase and take over tea and coffee estates that are offered· 
for sale from time to time; , _ - _ 

m _To promote,- purchase, lease or develop t~~ and coffee estates in Tamil 
Nadu after being fully satisfied about their economic viability\Vith a view 
to safeguard the fdture of tea and coffee indpst1:y; to protect the interest of · 
workers and to increase employment potential; 

e To carry on the business of planters, cultivators, sellers and dealers in tea 
and coffee and other commercial crops. · 

The present activity ofthe Company is confined to raising of tea in the already; 
developed areas. The Company had not acquired coffee estates as· envisaged 
at the time of formation ofthe Company so far (September 2004). 

Coonoor, Kotagiri, Cherambady, Cherangode, Nelliyalam, Kolapalli, Devala, 
Pandiar, Lawson, Ryan, and Naduvattam. - . -

Quinshola, Tige:rhill, Cherangode; Cherambady, Pandiar, Nelliyalam, Lawson and 
Ryan. 
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!scope of Audiij 

2.1.3 The working of the Company was last reviewed and included in the 
Report of the Comptroller and Auditor General of India (Commercial) for the 
year 1982-83. The review was discussed (January 1990) by the Committee on 
Public Undertakings in their 18111 Report of 1989-90. 

The present review was conducted by test checking records for the five years 
from 1999-2000 to 2003-04 in all the tea divi sions. tea factories and I lead 
Office of the· Company duri ng September 2003 to March 2004. 

Audit findings. as a result or test check, were reported to the 
Government/Company in Apri l 2004, with a specific request for attending the 
meeting of Audit Review Committee for State Public Sector Enterprises 
(ARCPSE) so that the view point of Government/Management was taken into 
account before finali sing the review, The meeting of 1\RCPSE, held on 
19 May 2004, was attended by the Chairman-cum-Managi ng Director of the 
Company. No representative from the Government side attended the meeting. 
The replies of the Government were, however, received in September 2004. 
The views expressed by the members have been taken into consideration 
during final isation of the review. 

!organisational set-upl 

2.1.4 T he Management of the Company is vested in a Board of Directors. 
As against the maximum strength of I 0 Directors including the Chairman­
cum-Managing Director, there were eight Directors on the Board, as of 31 
March 2004, all nominated by the State Government. The Chairman-cum­
Managing Director (in charge) is the Chief Executive of the Company and is 
assisted by the General Manager and Divisional Managers, who arc heading 
the tea divis ions and tea factories. 

!Financial position and working results! 

2.1.5 The financial position and working results of the Company for the last 
five years ended 31 March 2004 arc given in Anncxurcs-9 and 10. Some of 
the key data are shown in the following table: 

Particulars 1999-2000 2000-0 1 2001-02 2002-03 2003-04 

Tea so ld (in lakh kg) 111.16 97.64 109.60 I 05.48 108.77 

Average cost of production 54.09 54.16 50.67 45 .62 42.64 
(Rupees/kg) 

Average realisation per kg 54.31 47.59 44.42 41.97 38.22 
of tea (Rupees/kg) 
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2000-04.due to higher. 
cost of protJuction. 

· It could be seen from the table and the Annexl.llres -referred to in the paragraph. 
that. the cost of production per kilogram of tea was higher than its average 
realisation pi·ice dbring 2000-04. This resulted m losses aggregating 
Rs.9.1 0 crote during 2000-04 .. 

• I ' • 

I 
i 

• 2.1.6 The Companyhad taken land on lease from the Forest.Department-of 
State Government for raising tea plantation. The details of land taken on lease 
are as under: 

(Area in hectare) 

Total Area. Totai Area lying 

Phase Divisions area under number vacant for Reason for not 
planting acquired planta~ of fields . plantation 

tion 

I Cherambady . 402.06 344.79 36 57.27* . 

(1969-79) .· Cherangode 444.04 381.85 36 62.19* 

Nelliyalam 393.34 360.22 31 33.12* *Rock patches, 
roads, swamp, 

Coonoor 254.54 205.74 34 48.80* residential and 

K.otagiri 238.89 218.44 34 20.45* factory buildings, 
etc. 

Kolapalli 347.70 347.70 32 NIL 

II & III **Includes 4.05 

(1979-84) 
Devala 300.00 300.00** 32 NIL hectare in respect 

ofwhich suit is 
Pandiar 777.20. 619:68 60 157.52* 

pending before the 
Court. .. 

·IV Naduvattam 696.24. 568.00 70 128.24* ***Surplus area to 

(1990795) Anamalais 2,642.51 I ,085.50 114 _I ,557.0 I*** 
be surrendered to 
the Government 

(Lawson,'· 
due to ban on 

·Ryan) 
felling of trees 
imposed (August 

·.-
1994) by it. ·. 

TOTAL I·· 6,496.52 4,431.92 479 2,064.60 

It would be seen from the above that 68.2 per cent of the total area acquired 
~as under tea plantation. The unplantedarea ofl,557.01 hectare in Phase IV 

·.is yet to be surrendered to the Forest Department though the Company knew 
that ft1rther planting was. not possible due to })an imposed by the Government 

·in August' 1994. The inordinate delay in surrendering the surplus land resulted 
in avoidable expenditure of Rs.l4.0 1 lakh on lease rent for 1995-2004. The 

·.Company stated (May.2004) thatthe matter was pending with. the· Governinen1 
and it would follo':V-UP the matter. · 

2.L 7 The ~nnual lease rent was payahle by tl).e Company in one lurhpsuni 
before the end of the financial ye_ar and the Company was liable to pay interest 

20 



Non-achievement of 
budgeted GTL yield 
resulted in loss of 
contribution of 
Rs. l 5.98 crore. 

C/wpter-/1 Reviews relating to Government compa11ies 

for belated payments. On review of the lease rent records, Audit observed the 
fo llowing: 

• While the Company had entered into 99 years lease agreement with the 
State Government fo r Phase-1, T1 and III, no such agreement was entered 
into for Phase-IV. 

• The Company had calculated the lease amount payable as Rs.3 1.37 crore 
for 1990-2004 in respect of Phase 1 to IV as against the Forest Department 
claim of:Rs. 14.04 crore fo r the same period. A Committee was formed 
(August 2002) to reconcile the differences and its linal report was awaited 
(September 2004). 

• The Company paid Rs.29.42 lakh towards land revenue for the lands taken 
on lease from the nine tea divisions though these lands were owned by the 
Government and the Company was only a lessee . . 

• The Company did not pay the lease rent for Phase-IV on the stipulated 
dates and consequently forest Department claimed Rs. 13 .51 erore as 
interest for belated/non-payment of lease rent. 

• The Company has shown an amount of Rs.9.8 1 crore as remittance to the 
Forest Department towards lease rent for 1999-2000 for Phase-IV, but an 
amount of Rs.6.62 crore only has been shown as receipt by the Forest 
Department in their books for the same period, resulting in a difference of 
Rs.3.19 crore. The Government stated (September 2004) that the matter 
had been taken up with the fo rest Department for reconci liation of the 
difference. 

!Plantation activitie~ 

S lzortfa/1 in Green Tea Leaves (GTL) yield 

2.1.8 The division wise budgeted yield of GTL vis-a-vis actual yield and 
resultant shortfall during the fi ve years ended 31 March 2004 are given in 
Annexu re-11 . No norms had been fixed by the Company for per hectare yield 
to be achieved annually by the tea divisions. Though the budgeted yield had 
been fixed considering the factors like fie ld potential, previous year yield, age 

·of the plant, pruning and weather conditions, the actual yield achieved was 
les's than the budgeted yield: 

• in all the fi ve years in six divisions viz .. Coonoor. Kotagiri. Cherangode, 
Nelliyalam, Devala and Pandiar. 

• in four years in three divisions viz., Cherambady, Ko lapally and Lawson. 

• in three years in two divisions viz. , Ryan and Naduvattam . 

The short fall in GTL yield ranged between 1.46 lakh kg and 17.01 lakh kg 
compared to the budgeted yield during the period under review. The total loss 
of yield due to non-achievement of budgeted yield was 2 18.04 lakh kg of GTL 
equivalent to 50.15 1akh kg of tea. This resulted in loss of contribution"' of 

• contribution represents difference between sale value and direct variable cost of production. 
21 
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Rs.15. 98 · crore during the five years. en.ded 31. March 2004. The Government·· 
stated (September 2004) that the rainfall distribution during 1999-2000 was.-­
favourable compared to the subsequent three years and admitted that the .. · 
application of inputs was not optimum during the subsequent three years and . 
hence the yield obtained was less. 

The avoidable reasons for shortfall m GTL yield are · disctlssed m the 
succeeding paragraphs: 

Fertiliser application 

2.1.9 . The Company reduced the quantum ·of fertiliser to be applied from 
2000:..01 due to financial constraints and non-availability of labour.· The 
reduced quantities were applied to the fields in two/three times against the . 
normal application of foui· times. The Government stated (September 2004) 
that when the sale price of tea was m.ucl~ lower than the cost of production, it 
was a recommei1ded practice to reduce the inputs by J 0 to 15 per cent. The .· 
reply is not tenable as the fall in GTL yield would be more if the application of 
inputs is reduced continuously. Further, the expenditttre on cost of iri.puts 
would have been much lower than the contribution that would accrue to the 
Company by way of increase in GTL yield. 

Less yield obtained in third year :pruned field~ 

2.1.10 The operation of cutting the branches of tea bush at a pre-determined 
height at a specified interval is known as· pruning. This activity is being 
carried out with the main objective to induce niore vegetative growth, to 
achieve better crop distribution: minimise banji ~· formation and maintain .• 
convenient height fm' plucking,· etc., 

In a four years pruning cycle, the yield obtained: from the third .year after 
pruning would be more by approx 10 to 20 per cent compared to the second 
year yield. Ai1dit analysis. of· GTL yield of 1999 and 2000 pruned fields 
revealed that instead of achieving I 0 to 20 per cent more yield in the third. 
year compared tothe second year, the yield was less by one to 2~ per cent 
corresponding to GTL loss of10.70 lald1 kg equivalent to 2.46lakh kg oftea*. 
This resulted in loss of contribution of Rs.80~ 15 lakh to the Company. The 
Governmentstated (September2004) that the yield loss in the thir-d year was 
mainly due to unfavourable climatic conditior~s. The reply is not tenable, as 
unfavourable climate should have affected all the fields in a division. Audit, 
however, observed that.out of 37 fields pruned in 1999-2000 in Cherangode 
and Lawson tea divisions, 13 fields had registered an inctease in GTL yield in 
the third year by 2.06 lakh kg, while in the remaining fields, the GTL yield in 
the third year decreased by 3.67 lakh kg. · 

~ Dormant terminal bud. 

* One kg of Green Tea leaves give 0.23 kg of tea~ 
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Clwpter-11 Reviews relating to Govemment companies 

Poor per hectare yield of GTL compared to private tea estates 

2.1.11 The average yield of GTL per hectare of the tea divisions of the 
Company was less compared to private tea estates situated in the same areas. 
The table below indicates the actual average yie ld per hectare obtained in the 
tea divisions of the Company vis-a-vis yield obtained in private tea estates 
during 1999-2004. 

(In kg/per hectare) 

Average y ield obtained per hectare Shortfall with reference to private 
tea estates 

T ANTEA Tea Divisions Private Tea Estates Pla teau Region Wynaad Region 

Coonoor Cherambady, Plateau Wynaad Kg Percen- Kg Percen-
a nd Cherangode, r egion region. tagc tage 
Kothagiri Nclliyalam, 
(Plateau Kolapalli , 
region) Pandiar and 

Devala 
(Wynaad 
region) 

13,369 13, 146 15, 161 15,52 1 1,792 11 .82 2,375 15.30 

13,327 11 , 149 13,661 13,443 334 2.44 2,294 17.06 

12,816 11 ,989 14,204 13,857 1,388 9.77 1,868 13.48 

11 ,810 12,453 13,666 13,309 1,856 13.58 856 6.43 

13,273 11 ,471 14,708 11 ,602 1,435 9.76 131 1.13 

It could be seen from the above that the average yield per hectare obtained in 
the Company was on the lower side when compared with the average yield per 
hectare in the private tea estates. The shortfall ranged between 1.13 to 17.06 
per cent of private tea estates yield. Consequently there was shortfall in GTL 
yield by 2 12.05 lakh kg equivalent to 48.77 lakh kg of tea resulting in loss of 
contribution· of Rs.17.97 crore during this period. Even from the fresh data 
on district average GTL yield in private tea estates furnished (May 2004) by 
the Company, Audit observed that the yield in Wynaad region was much Jess 
than the district average yield and that there was shortfall in GTL yield by 
78.76 lakh kg corresponding to 18.11 lakh kg of tea and consequent 
contribution loss of Rs.7.01 crore during 1999-2002. 

The Government stated (September 2004) that the yield from a given tea estate 
was influenced by agro climatic conditions and as such there would be 
difference in the yield. It also stated that the yield in private estates pointed 
out were that of highest yielding estates in the districts and added that several 
private estates registered lower yield compared to its estates. The reply is not 
tenable, as yield from the same region had been compared to arrive at the 
shortfall. Further; the main reasons for shortfa ll in Company tea divisions 

Difference in yield X Area under plantation X 0.23 X Contribution per Kg of made 
tea. 
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were lesser application of feitilisers, insufficient pruning, etc., as stated 111 

paragraphs 2.1. 9 and 2.1.1 0 infi-a. 

Non-maintenance ·ofleafstmidttrd 

2.1.12 The Company fixed percentage of good leaJ for mariufacturing "Crush, 
Tear, Curl'' (CTC) tea in Nori~Reconditioned (NRC} process at 80 p.er cent, . 
N elliyalam tea factory; which manufactures CTC tea in NRC process, gets the . 
. tea leaves 'from Nelliyalam, Cherambady, Cherangode, Kolapalli, Devala, 
Pandiar and. Naduvattam tea divisons. Due to non maintenance of 80 per cent 

·leaf standard in these tea divisions, Nelliyalam tea factory could not produce 
better quality tea. This resulted in quality deterioration and consequent lower. 
price realisation ontea produced and a loss of Rs.l. 90 crore during 200.1 ~04 
(computed with ·reference to per kilograni realisation price of tea .and the cost· 
price ofthis factory). 

The Government stated (September 2004) that the sudden insistence on very 
high quality of tea leaf affected the .morale ofpluckers and improvement was 
being adopted for getting the required quality of tea leaves in the recent years. 
It ~also stated (September 2004) that the leaf standard could not be maintained 
during high cropping seasons .. ;The reply is no(tenable in view of"the fact thaf 

. during high· cropping . seasons; rthe · Compml.y should have also equally 
concentrated ori qualityof.QTL pluckt:;dtogetr:emunerative prices . 

. ':· 

. . 

Capacity utilisation ; · · 
. . '. .. ' 'I . 

2.1.13 One of the objective stated in the Memorandum of Association was to 
manufacture, sell and deal in tea and coffee in all its fornis. In accordmi.ce 
with this objective, the Company set up eight tea factories at various locations. 
There are two maimfacturing processes, viz., "Orthodox" teamanufactured in 
the traditional method where tea is in small twigs form. and CTC tea 
manufactured in the modern method, where the machine crushes, tears and 
curls the GTL and the tea is made in granular forni.. Orthodox tea commands 
higher average sales realisation price compared to CTC tea. 

, . ' . 

Th~re are two orthodox tea factories at Coonoor (Tigerhill) and Kotagiri 
· (Quinshola) with a combined capacity of 1.5 million kg per annum and six · 

CTC tea factories at Cherangode, Cherambady, Pandiar, Nelliyalam, Lawson 
and .Ryan with a combined capacity of 10.5 m!llion kg per annum. The· 

· Company produced 105.55 lakh kg of tea out of 1,248.68 lakh kg producedin 
the State of Tamil Nadu iri -2003:-04. · As against the global output ratio of 
23:77 of Orthodox/CTC tea and all India output ratio of 11:89, the ratio in the 
Company was 18:82. ·A review of the capacity utilisation in the eight factories 
as detailed in Allinexure:..12 revealed that four factories~· achieved excess 
production ranging from 0.07 h1kh kg to 4.58 lakh kg per annum over and 
above the achievable capacity and in the other four factotieso~o there was a short ·· 

~ Tiger hill, Quinshola, Nelliyalam and Pandiar. 
o'fo Cherangode, Cllerambady, Lawson and Ryan. 
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fall in production, which ranged from 0.24 lakh kg to 7.01 lakh kg during the 
period under review. 

A voidable loss in dual processing 

2.1.14 The Company proposed (March 2000) to start dual manufacture (i.e., 
simultaneous manufacture of Orthodox and CTC tea) in the Pandiar Tea 
ractory with a modification in the civil works and installation of machinery at 
an estimated cost of Rs.27.89 lakh to reap benefit of the existing price 
situation, wliere Orthodox tea was fetching better price than CTC tea. The 
Company estimated a saving of more than Rs.l5 lakh by re-utilisation of one 
CTC line along with the accessories lying idle in some other factories. It was 
also estimated that with a minimum production of 7.5 lakh kg of Orthodox tea 
per annum, the additional revenue of Rs.37.50 lakh (based on minimum price 
difference of Rupees five per kg) would accrue. 

The Company commenced dual processing in April 2001 after spending 
Rs.34.96 lakh (civil works- Rs.8.03 lakh and machinery- Rs.26.93 lakh). The 
factory experienced the following difficulties whi le carrying out dual 
processing: 

• The supervision of both kinds of manufacturing appeared to be very 
difficult as the two types of manufacturing required entirely different kind 
of parameters at each stage right from the stage of withering to packing; 

• The out turn of primary grade was Jess due to the problems faced in getting 
right kind of withering, inability of the tea making staff to concentrate on 
pat1icular manufacture, etc; and 

• Absence of proper type of pulverise machine resulted in half of tea from 
orthodox secondary to be used as reconditioned material. 

The dual process was, therefore, disco,ntinued from March 2002. As a result, 
Company suffered the losses on the installation and removal of dual 
processmg: 

• Special flooring laid for a value of Rs.8.03 lakh could not be used after 
dispensing with the dual system; 

• Machinery installed at a cost of Rs.26.93 lakh was dismantled without 
beneficial use. This machinery could not be utilised in other factories and 
was so ld for Rs.0.23 lakh in December 2003. This resulted in loss of 
Rs.26.70 lakh; and 

• As against anticipated revenue of Rs.4.26 crore by producing 7.5 lakh kg 
of Orthodox tea in 2001-02, the Company produced and sold 2.54 lakh kg 
for Rs.l.44 crore only. 

The Government stated (September 2004) that the dual processing had its 
inherent problems. It also stated that loss of CTC market in Kerala, quality of 
CTC tea and sacrifice in overall processing capacity of CTC tea were the 
reasons for abandonment. The reasons adduced above should have been 
considered by the Company before planning the dual processing. 
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Injtidicious decision ofsetting itp a new facto~y 

- 2.1.15 The State Government approved- (November 1997) the proposal to 
establish a new tea factory (Ryan Tea Factory) hrAnamalai Region at an 
estimated cost of Rs~6.15 crore .. The Company c:ommenced work (March . 
1999) and completed the same in October 2001 at a tot~rl cost ofRs.7.59 crore, 
with a capacity to produce 1.5 million kg'ofteaper aiumzn.- . 
. -. . - .. . . '_-

In the meantime, the Board approved (August 1998) a proposal even before 
the work on the new factory co~nmenced, fcir the in~rease in the irtsta]led 
capacity of the existing Lawson Factory from f.5 million kg to ~.25 million kg 

. of tea per annum;-by- installing additionafmachii1erya~ an estimated cost of. 
Rupee one croi·e. The expanded capacity of Lawson factory was sufficierit for' 

-processing 9.78 million kg of GTL per armum,· which was m6i·e than. 
sufficient to take care of the then prevailing-yi~id (5.49 million kg per arznum) 
of GTL in the region.· 

The expansion work corimienced in December 1999 and up to March 2001, em 
expenditure -of Rs.72.64lakh was in:curred on the project (Rs.32.08-lakh on 
machinery and Rs.40.56 lakh.on civil works)'. Tl1e project was abandoned·. 
(March 200 1) citing financial constraints as t11e reason. The machii1ery was · 
transferi·ed to other teafactories:.ofthe: Company and the expenditure on civil -
works (Rs.40.56 lakh} was rendered 1\'astefuL- · 

. . -

Audit observed that establishment of the new factory at Ryan at-a huge cost of . 
Rs.7.59 crore withotif'cdmpleting the cheaper expansion work .and that too . 
citingfinancialreasonlaclce~jtistification iri view oftbe following::. 

I· • • ' -

®. The Company projected a GTL yield of 163 lakh kg in.2007-08 based or1 
· . per hectare yield of 15;000:kg and statedthat the capacity ofthe existing 

Lawson Tea Factory was 60 lakh kg of GTL only. It is perti11enr to 
mention thatinAnamalai Region, GTL yield ofl5,000 kg per l1ectai·e W,as 
never achieved· and that the maxirimm yield· per hectare achieved was · 
9,077 kg only.· . · . •. . . 

Ill The Company did not ~ndertake· cost-be1iefit. analysis of expansion of.· 
Lawson Tea factory vis-a-vis setting _up a newtea factory. Instead of 
expanding the capacity by 0. 75 million kg of tea by spending Rupees one ; 
crore, the Company choseto set up a newJactory to produce 1.5 million 
kg of made tea· by spendingRs.7.59 crore. 

i " _. 

® The capacity lHilization of Lawson .Tea Factory which was 129per cent.·.· 
mid 116 per cent in 1999,.2000 and 2000-01: respectively, wa.s drastically 

. reduced· after the commissioning of Ryan Tea Factory and dwindled to 
sevenper cent and 18 perCentin 2002-:03and 2003-04, (espectively, 

The ·Govermn'erit ~tat~d (S~pte~ber 2004) that during high cropping seas-on, 
GTL yield would beconsiderably high and therefore the factory capacity has 
to be based on high cropping season. The reply is not tenable as the maximum 
yield· of GTL in a month durii1g. the three. years ended 31 March 2004 in 
Anamalai regionwas in October2002 viz.', 10.34 lakh kg, which-corresponds 
to 41 ,3 60 kg per day (for ·25 working d~ys) ahd this yield could have ·been· · 
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easi ly processed by the ex1stmg capacity of the Lawson Tea Factory 
(30,000 kg per day) plus the expanded capacity ( 15.000 kg per day). Aud it 
observed that Lawson Tea Factory had processed GTL quantities in excess of 
30,000 kg per day (existing capacity) on 87 days in 1999-2000, 39 days in 
2000-0 I and 49 days in 200 1-02. 

!Marketing and Sale~ 

2.1.16 Sale of tea is subject to statutory provisions envisaged in Tea 
Marketing Control Order, 1984. As per Clause 17 of Tea Marketing Control 
Order, every manufacturer is required to sell a minimum of 70 per cent of bulk 
tea in India through the country's public tea auction centres. Auctions are 
organized under the auspices of Tea Trade Association at each centre. The 
Government of India amended (January 2001) Clause 17 of Tea Marketing 
Control Order, 1984 and permitted the tea manufacturers to sell their produce 
in any manner they desire. Audit observed that even after 28 years of 
ex istence, the Company had not built up its own marketing set up and had not 
laid down marketing policy so as to max imise sales rea lisation. 

Sales performance 

2.1.1 7 The sales performance of the Company during the five years ended 
3 1 March 2004 is given below: 

( In la l<h l<g) 

1999-2000 2000-01 2001-02 2002-03 2003-04 

Auction sale 108.08 93.85 100.51 95. 19 I 0 I. 74 

Direct sale 0. 11 1.06 2.87 6.62 2.41 

Packet sale 0.77 1.1 0 1.55 1. 19 1.20 

Tota l sale (including tea 11 1.16 97.64 109.60 105.48 108.77 
waste) 

Percentage of Auct ion sa le to 97.23 96. 12 91.71 90.24 93 .54 
Total sale 

Average Auction sale price 54.3 1 47.59 44.42 4 1.97 38.22 
(Rupees per kg) 

Average Direct sale price 65 .00 65.27 29.77. 44.63 38.67 
(Rupees per kg) 

Average Packet sale price 95 .49 88.80 79.95 77.67 75.26 
(Rupees per kg) 

It could be seen from the above that the Company was mostly depending on 
auction sales and direct and packet sale was mmunum. Short 
comings/irregularities noticed in Audit are discussed in succeeding 
paragraphs. 

"' Sale of secondary grade tea only. 
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Auction sales 

2.1.18 The Company .sold tea mainly in auction through six brokers, who . 
· were entitled to a commission of one. per c~nt of· net -sale value. Audii 

. • I • • • 

observed that the Company did not have any control over the brokers and had 
relied on the brokers to get good prices. Itdid:not have any direct mechanism 

. to obtain i11aximuri1 price for tea and its offici,als were '.not represented during . 
auction sales. Coi1sequently,-the Company has been realising prices lower 
than itscostj)rice. This resulted in loss ofRs.26.46 crore during 1999-2004. 

The Government stated (September 2004) that periodical review· of the 
·. performance of brokers and follow-up action based on the review was enough · 

to. improve the priCes in auction and that officials of the Company were 
visiting the auction centre as and when necessary. The reply is not tenable as 

· . the lower prices obtaineci bythe Company compared to the prices obtained by 
private tea factories indicated the inadequate system of monitoring of brokers. 

· Moreovei·, there has been continuous decline in the average sales realisation in 
auction sale during the period qf review. 

2.L19 Tea produced by the Company is mainly sold throughauctioh centres 
• at Cochin, Coonoor and Coim.batore; , .,A1,idit observed that the auction sales 
pricerealised was muchJess:con;pared to:thedistrict average pi·ice. The less 
realisation, as compared to. district average p~·ice, aggregated to Rs.l2 crore . 
dul'ing five years ended 31 Marcll2004. 

c:.· . 

The Government stated (September 2004)that the district average prices were 
only reference price for the purpose of review and were not comparable due to 
the fact that most of the private factories off~red only minimum quantity of 
primary· grades for auction sales, whereas· Company offered ·_maximum. 
quantity both in. primary and secondary grades.· The contention is not correct 
as the primary grades despatched by the Company to auction centres ranged 
between 73.25 and 98 per cent. Further; the Company has been evaluating the 
perfotmance of the brokers and tea divisions based on the district average _ 
pric·e. 

2.1.20 The average ranking position of the Company in auction sale of tea in 
the three auction centres (based· on the auction' sales. realisation) was poor and 
ranged between I 0 to 13 out of 28 participants.• . 

2~L2l As per.the i·ules ofthe Tea Trade Association, the buyer to whom a lot 
was sold had to make payment to the ·brokers a~1d the brokers had to pay to the . 

. -seller within 15 days. There. was no .penal clause in the rules against the · 
brokers, whO did not. remit. the sale proceeds . to the seller . in time. . In 
December2002, one broker remitted Rs.20.37 lakh only out of sale proceeds 
of Rs.42.98 lakh realised by him and has n9L1;emitted the balance amount till.· 
date (September 2004) .. · TheCompany admitted (November 2003) that the 
present conditioris for auction sale did .not have. any provision to safeguard the 
interest:ofthe seller and that the Tea Board has,been addressed in this regard. 
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Direct sale of made tea 

2.1.22 Even after relaxation (January 2001) of Tea Marketing Control Order, 
the Company mostly depended on auction sale . Considering the additional 
realisation of Rs.0.45 to Rs.17.68 per kg on direct sale, fai lure of the Company 
to sell atleast 30 per cent of its tea in direct sale resulted in Jess realisation of 
Rs.9.35 crore during 1999-2004. The Government stated (September 2004) 
that the existing financial condition of the Company did not permit huge 
expenditure on advertisement to increase direct sales. The fact remains that 
considering the huge financial benefit in open market sa le, the Company 
should have made all out efforts viz. , by contacting State and Central Public 
Sector Undertakings, big private companies, etc .. to improve direct sales 
atleast after relaxation of Tea Control Marketing Order. 

Non-promotion of packet tea sales 

2. 1.23 Sale of packet tea fetches better reali sation than auction sale tea. The 
Company set up an exclusive sales and packaging unit in 1983 at Coonoor to 
promote sale of packet tea. No production capacity, however, has been fixed 
so far for this Unit. It has a packing· machine that can pack 10 MTs/month 
(i.e. ,) 120 MTs/per annum. The details of packet tea sales and average sales 
realisation price per kg up to the year ended 31 March 2004 are given below: 

1999-2000 2000-0 1 2001 -02 2002-03 2003-04 

Quantity of tea sold in 77,388 1, 10,376 1.54,864 1, 18.943 1,20.278. 
packet (in kgs.) 

Average sales 95.49 88.80 79.95 77.67 75.26 
realisation price of 
packet tea (in 'rupees 
per kg.) 

It is seen from the above that the packet tea sales commands very high 
realisation price. Audit observed that the Company has not given full thrust to 
promote sale of packet tea. The dealer network was not widespread to 
increase the sale of packet tea. The Company neither has made any effort to 
create brand image forT ANTEA packet sales nor has attempted to diversify to 
packet tea to a considerable extent on its own or by building brand image or 
through tie up with other brand leaders for blending and packaging of branded 
packet tea. Audi t observed that though the Company has set up the packaging 
unit with a capacity to packet 120 MT per annum. no action has been taken by 
it to increase the insta lled capacity so far (August 2004 ). 

!Man Powe~ 

2.1.24 The total manpower in the Company, which stood at 7,0 19 in 1999-
2000 decreased to 6,329 in 2003-04. As on 30 September 2004, 4,365 Sri 
Lankan repatriates were working in various tea divisions of the Company. 
The State Government directed (May 2002) the Company to identify the 
surplus posts in all categories. Consequently the Company identified 
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(September 2002) lis employees as surpltls and only' three employees were 
··. reiieved so far out of 36 applications received under Voluntary Retirerhent 

Scheme (VRS):. The Company- is still retaining .112 surplus employees. Even 
among the 3 6 VRS applications received, the Company decided (1 anuary 
2003) to accept applications of only those ·employees in whose cases the 
percentage of compensation and terminal benefits payable-to net present V(lhle · 
of future salary plus terminal benefits was eqhal to or-less than 50 per cent. 
Audit observed that in respect of 25 ~mployees, v,rhere net. present value -of 
future salai·y pl~1s tei·minal benefits was more than the compensation and­
terminal benefits payable now were not considered for relief under VRS. _ 
Failtire to do so resulted in avoidable extra expenditure 6fRs.39J2lakh. 

- .I 

2.L25 The Company is having its own Internal Audit wing consisting oftlu·ee 
members. This audit wing is reporting to the Chief Executive through Chief · 

. Accounts Officer, who is in· charge of the Internal ·Audit wing.- Sirice, the -
Intern~! Audit wing is a separate function required to work independent of 
accounts, the reporting throt1gh Chief Accbtints Offi~er is not as per the ··_ 
established convention. The Internal Audit did not cover vital areas like . 
pi·ocurement of materials, inm'lietiiig, administration, etc. though- the manual . 
provided foF the same, The in~pectioil reportsofthe Internal Audit were not 
presented to the Board an,c( disctissed till Jamtary 2003, when Auciit _· __ 
Committee was formed:- · The inspection niports · submitted to the· Audit 

-Committee did noC cover_ the areas . like petforrrtance of the- tea: 
Divisions/factories, other related Company operations and instead gave data to 
the Board as required by the_ Government in the ql.1estionnaire form:_. Thus, 

· even after forniation of the Atidit Committee, no points specifically relating to 
the main activity of the Company were discussed: As or1 31 March 2004~ a. 
total of 171 paragraphs were outstanding for periods ranging from one.to 23 · 
years . 

The key probllem _area ofthe Company· is its inabmty to get good pri~e for 
tea. Despite 28 y~ars olf existence, its dependence on au.nction sales resu.nUed · 
in reaHsation ofsu.nbstantiaHy .llow prices lfor tea. This has rcsu.nhed in hu.nge ·· · 
llosscs du.nring the llast fou.nr years as the faH ilill tea pinkes was nmch-higher · · 
compared! to reduction hit produ.nctioll1l expenses._ In. order to ovelr~ome this .· 
deficiency, the Company shou.nRdl take· imniediat~ and effective steps to 
reduce :us over dependence on au.nction sales and to improve dll.rect saies· ·· 

. and salie of packet tea in the lliberaHsed tea marketing scem1lrio. · This , 
would emllbHe -the Company not onRy to wipe ou.nt its losses bu.nt aiso cam 
su.nlfficicnt profits in futmre. 
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2.2 TAMIL NADU INDUSTRIAL INVESTMENT • 
CORPORATION LIMITED 

HIGHLIGHTS 

Tamil Nadu Industrial Jnvestment Corporation Limited wa incorporated 
in ·March 19-t9 with a view to aid/provide financial assistance to industrial 
units. The Company also disbursed State capital subsidy/subsidy bridge 
loan to the industrial units and issued eligibility certificate under Sales 
Tax waiver/deferral schemes to the units assisted by it. 

(Paragraph 2.2.1) 

Accumulated losses of Rs.328.85 crore as on 31 March 2004 completely 
eroded the paid Ul> ca ital. 

(Paragraph 2.2.6) 

Deficiencies in the appraisal of projects resulted in non-recovery of 
Rs.67.42 crore from 18 units as on 31 March 2004. 

(Paragraph 2.2.11) 

Faulty implementation and poor follow-up not only resulted in non­
recovery of Rs.62.20 crore but also did not serve the intended purpose of 

udali alayam scheme. 

(Paragraph 2.2.12) 

Deficiencies-in follow-up of overdue resulted in non-recovery of Rs.34.21 
crore from six units. 

--------~~------------------------------------------------J 

(Paragraph 2.2.15) 

Target fixed for recovery of principal steeply declined from 72.60 per cent 
in 1999-2000 to 42.27 per cent of the dues in 2002-03 and marginally 
increased to 47.24 in 2003-04. Target for recovery of interest was at a all 
time low of 18.71 er cent of dues in 2003-04. 

(Paragrapft 2.2.21) 
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IIntroductio~ 

2.2.1 Tamil Nadu Industrial Investment Corporation Limited (TIIC) was 
incorporated (March 1949) under the Companies Act, 1956 with a view to 
aid/provide financial assistance to medium and small scale industries and to 
extend financial assistance l:>y way of direct participation in the equity of the 
assisted units. The Company also disbursed State capital subsidy/subsidy 
bridge loan to the industrial units and issued eligibility certificate under Sales 
Tax waiver/deferral schemes to the units assisted by it. "The Company had 
introduced bills discounting scheme from 2003-04 for the purchases made by 
Tamil Nadu Electricity Board (TNEB) . 

.!Objective~ 

2.2.2 The followiqg are the ma,in objective, as envisaged m the 
Memorandum of Association of the Company: 

(i) To render financial assistance by way of loans, guarantees. under 
writing subscriptions to shares, debentures or other securities to an industrial 
concern situated in the State. 

(ii) To carry out business of equipment leasing and hire purchase financing · 
to industrial concerns. 

(iii) To set up, provide and/or partiCipate in providing venture capital, 
technology funds or any.other funds for seed capital. 

(iv) To underwrite issue of stock, shares, bonds or debentures by industrial 
concerns. 

(v) To take over and manage, administer and generally control any firm, 
concern or limited company which had defaulted or contravened any of the 
conditions agreeq by it at the time of sanction of loan and subsequently or 
otherwise. 

The activities of the Company are presently confined to the first three 
objectives. 

~cope of Audi~ . 

2.2.3 The ~ecovery performance of the Company for the period up to 3 1 
March 1988 was reviewed and included in the Report of the Comptroller and 
Auditor General of India (Commercial) 1989 - Government of Tamil Nadu. 
Committee on Public Undertakings (COPU) discussed (November 1990) the 
review and the recommendations of the COPU are contained in its 21st Report 
presented to the State Legislature in October 1991. A draft paragraph (4A.4) 
on irregular sanction of leasing/hire purchase loans was included in the Report 
of the Comptroller and Auditor General of India for the year ended 31 March -
1998 (Commercial) - Government of Tamil Nadu. This is yet to be discussed 
by COPU. 
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C/l((pter-IJ Reviews relating to Government companies 

The present review conducted from November 2003 to March 2004 covered 
the overall sanction and disbursement, the efficiency level achieved by the 
Company in monitoring the functioning of assisted units, recovery 
performance of loans for the five years ended 31 March 2004, by test checking 
records in 15 out of 33 branches, and at the Head Office of the Company. 

Audit findings, as a result of test checks, were reported to the 
Government/Company in May 2004 with a specific request for attending the 
meeting of Audit Review Committee for State Public Sector Enterprises 
(ARCPSE), so that the view point of Government/Management was taken into 
account before finalising the review. The meeting of ARCPSE held on 2 June 
2004, was attend by the Secretary, Industries Department and the Managing 
Director of. the Company. The replies of the management were received in 
August 2004. The views expressed by the members have been taken into 
consideration during finalisation of the review. 

l(}rganisational set-upl 

2.2.4 The management of the affairs and business of the Company is vested 
in a Board of Directors. The Articles of Association of the Company provide 
for a maximum of 15 Directors including the Chairman and the Managing 
Director. The present Board of the Company is having eight Directors 
comprising the Chairman, Managing Director, four part-time Directors 
appointed by the State Government and two Directors, appointed by Small 
Industries Development Bank of India (SlOB I). The Managing Director looks 
after the day-to-day affairs of the Company and is assisted- by General 
Managers/Deputy General Managers. 

!Financial position and working results! 

Capital struCture and borrowings 

2.2.5 The authorised share capital of the Company was Rs.1 00 crore. The 
pai~up capital, as on 31 March 2004, was Rs.72.50 crore; contributed by the 
State Government (Rs.55 .02 crore), Industrial Development Bank of India 
(lOBI) { Rs.l7 crore} and other institutions (Rs.0.48 crore). 

The Company was granted (between December 1984 and March 2000) loan of 
Rs. l 03.50 crore in lieu of capital (Rs.91 crore from State Government and 
Rs.12.50 crore from IDBI) at the interest rate varying from 7.5 per cent to 15 
per cent. The State Government converted (May 2003) Rs.30 crore out of 
loan in lieu of capital as share capital. 

The other borrowings of the Company as on 31 March 2004 were refinance 
from IDBI/SIDBI (Rs.164.25 crore), issue of bonds and raising of deposits 
(Rs.483.85 crore). 

Financial position 

2.2.6 The financia l position of the Company for the five years ended 31 
March 2004 are given in Annexure-13. 
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Accumulated loss of 
Rs.3i8.85 ctore as on .. 
3 I March 2004 
completely ~roded 
the paid~up\capital. 

. . ' 

AtulitReport{Comme,rcial) forthe ye{tr ended 31 March 2004 · 
·,;.· . . -...... ·,:- . -

' - - . .-·-

From the Annexure, it eqUid be observedth~t: 

The networth of the Compan'y ~as n~gative duririg t11e five years ended3l 
March 2004. , . 

. . 

The accumulated los_ses of Rs:3.28.85 •· crore as on 31 March 2004 had· 
eroded the entire paid up capital. 

Loans and advances include Rs:IO crore paid (April2003) asloantoTamil 
·. Nadu Telecommunications Liniited; a deemed Government company 

without any security. The loan wa~ repayable in three monthly instalments 
from March to May 2004. ·. Post dated cheques given by the loanee for . 
repayment ofprirtcipal are yet to be honoured (September 2004 ). · 

Working results .. ·. 

2.2.7 The working results ofthe Company-for thefive years ended 31 Miu·ch · 
2004 are given in Annexure-i4. · --

From th~ Annexure,it could be observed that: · 

(I) The inter'est income on term loan, which was Rs~l35:61 crore in 1999-
2000 decreased to Rs.98A8 crore in 2003-04. Jhiswas due to inadequate 

· follow up of loans disbursed. This also resulted in. cash loss during these 
years. 

@ During2001.,Q3, the Compal).y madeptovisiowofRs.100.98 crorefo{ non"­
performing assets: Prior to this, .the Compaiiy did not route provisions · 
through profit and loss account. Had sl.tchprovisionin:g ·been considered in 
the Profit and Loss accol.mt, the repmied profit of Rs.32 lakh and Rs.56 
lakh during 1999;.;2000. and 2000-01 would stand converted .into loss of 

. Rs.33.69 crore.andRs.28.80 crore respectively . 

. Sources ami utilisation · 

2.2.8 · ·The sources of finance and their utilisation for the tlve years ended ·JI 
March 2004 are giVen in Annexure:.:. Is_. . ·. ~· 

From ·the Annexure, .. it could be · seen that . disbursement of loans· as a 
percentage of recovery, which was 58 per :.cent in 1999-2000, declined · 
thereafter (except. in 2001:.02) indicating that the major portion~~of the· 
recoveries were utilised to repay· the borrowings of the Company rather fha11·· 
ploughing baclc . The plough back, as a p~rcentage of the recoveries, was 
between 16.21 to 20.5f>per cent during 1999-2002. The Company. could not 
plough back any amountfr:om the recoveries made by it during 2002.::04. This . · 

. was due to the ·fact that the Company was under. obligation to pay back its 
·borrowings. · · · · ·. · · 
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Deficiencies in the 
appra isal of projects 
resulted in non­
recovery of Rs.67.42 
cro re from 18 units. 

Clwptef'-11 Reviews relati1ig to Govemmeut COIIIJHIII ie.\· 

!sanction and disbursement of loans! 

Procedure for financial assistance 

2.2.9 The Company provides financia l assistance for setting up of new 
industrial units as well as for expansion, diversi fication and modernisation of 
existing units. Besides, the Company extends loans for transport sector such 
as auto, taxi ; passenger vehicles, rigs, truck, etc. The financia l assistance is 
extended to the beneficiaries on receipt of application with detailed project 
reports. The Company conducts technical and financial appraisals in order to 
assess the economic viability of the projects. Loans up to Rs.25 lakh 
(increased to Rs.30 lakh in September 2002) arc sanctioned by Branch 
Sanction Committee, loans over Rs.30 lakh and up to Rs . l .50 crore are 
sanctioned by Executive Committee and loans above Rs.l.50 crore are 
sanctioned by the Board of Directors. Loan is disbursed after verifying the 
genuineness and adequacy of securities provided by the borrower. 

In order to reduce its over dependence on the borrowed fund and to improve 
its recovery performance, the Company was required to adhere to the laid 
down procedure in respect of sanction, disbursement_ post disbursement 
follow-up, etc. In test check of records, it was noticed that the loans were 
sanctioned by the Company though its appraisal notes pointed out various 
adverse factors against the proposed schemes/projects such as recession in the 
industry, stiff competition in marketing of the product and various ri sks 
involved in implementation of projects. The disbursement of loan was made 
without adhering to the general terms and conditions of sanction viz., ensuring 
availability of working capital from the banks, conducting proper inspection of 
unit, etc., as discussed in succeeding paragraphs. 

Sanction and disbursement of loan 

2.2.10 The detail s of applications for loan received, sanction and 
disbursement of term loans made during the last five years ended 31 March 
2004 are given in Anncxurc-16. It could be seen from the annexure that the 
Company sanctioned and disbursed loans of Rs. l , I 02.09 crore and Rs.827.46 
crore respectively during the five years up to 3 1 March 2004. The number of 
applications received for loan decreased from 3.315 in 1999-2000 to 1.974 in 
2003-04. Audit analysis revealed that one of the main reasons for dwindling 
number of applications was the higher interest rate charged by the Company 
compared to 'the market rate. As the Company depended mainly on refinance, 
it was not in a position to take effective decision on lowering of interest rates. 

Deficiencies in appraisal, sanction and disbursement of loan are discussed in 
succeeding paragraphs. 

2.2.11 A test check in Aud it revealed. that due to deficiencies in appraisal of 
projects, an amount of Rs.67.42 crore was outstanding (March 2004) against 
18 units as detailed in Annexurc-17. 

Major deficiencies noticed in appraisal, sanction and disbursement of loan 
assistance to projects were as fo llows: 
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~» Non-evaluation.ofviabilityofprojects·jnd~pendently. 

® Non-verification of expm:ttie-up~ ' · 

G) Disbursement to kri.own and chronic defaulters. 

@ Failure. to en.sure. ti~~up for entire working capital tequirement of the 
project · · 

o Disbm'sement of assjstance to promoters, who had no expel'ience in the 
relevant iridustr~. · 

(il · Assisting projects, when already assisted similar projects were not 
functioning satisfactorily and were in default 

Disburse!n(mts·under Mu(lalipalayam schemi · 

•. 2.2J2 The GoVerliment of Tamil Nadu (State Government) had decided in 
· · July 1992 to set up industrial estate at Mud~lipalayam, Coimbatore pistric.t for 
· · the welfare of Scheduled Castes and Sched'uled Tribes. The State Government 

selected (between July andDecefnber 1995) 100 beneficiaries from the list 
·. given by a Committee constituted· for the pt1rpose. The Company received · 

( 1996) 80 applications out of the 100, selected by the State Government and 
s~u1ctioned term loan to 78 beneficiaries. After sanction of loans, the same 
were not availed ofby the beneficiaries immediately due to various reasons 
like tevisiori of project cost, ineans of finance, change of machinery, etc. Ar1 
.amount of Rs.34.62 crore was· disbursed between April 1998 and February 
2001, against the sanctioned amount of Rs.35.92 crore to 54 bei1eficiaries 
only. The bverdues as on 31 March 2004 wei·e Rs.()2.20 crore (principal: · 

. Rs.l9.92 crore, irite1:est: Rs.42.15 crore and .others: Rs.0.13 crore) . 

. ·A review of the scheme revealed the following: 
' ; ' . . . ~ 

o None of the 54 units paid even a single instalment ofprincipal due up to 
31 March 2004. In respect of interest, against demand of Rs.46.07 crore 
till-31 March2004, Rs.3.92 crore only were paid ... 

0 . Twenty two units (loan disqursed:Rsl3:63, Cl:Or~) were closed/defunct/not 
p~rforming well due to· inexperience of the' promoters in the knitting . 
industry. . . · · 

• (1) Eighteen units·(loan disbui'sed,Rs. 12.03 crdre) were held by benamies . 

0 There. ,was ov~r invoicing of imported m.achinery in seven cases (loan 
,disbursed: Rs,4;64crore) .. 

o ··The · Cori1pany appointed (Jariuary 1999) Industrial and !fechnical ,· 
Consultancy Organisation of Tamil Nadu. (ITCOT) to study the sche11i"e, · 

.· ITCOT iri its report stated (Februm;y 1999) that the knitwear ipdustrywas 
faciii.g severe cotnpetitiori from other Asian· count1;ies. It also stated that 
there was over' capacity in the ii1dustry and addition of more units would -­
adversely affect the performance of new UJ)its. The Company went ahead 
with the scheme and disbpised the loan ofRs. 7 ;66 Cl:Ore to 12 beneficiaries 

. even after receipt of the report.. 
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• The fi elc:l offi cer of the Company gave unfavourable/adverse remarks 
(December 1996) on the implementation of scheme. The benefi c iaries 
also informed (November 1996) the Company about the unviability of the 
scheme d ue to presence of large number of similar units at one point. But 
the Company did not act on the suggestion and disbursed the loans. 

Thus, faulty implementation and poor follow up by the Company not only led 
to recovery of Rs.62.20 crore being doubtful but also did not serve the 
intended purpose. 

!Follow up of due~ 

2.2.13 The fo llow up of dues is continuous in nature and ceases only wi th 
discharging of loan accounts. Monitoring during implementation of a project 
ensures proper documentation, d isbursement of loan and progress of 
construction, bringing in promoters capital and timely implementation of the 
proj ect. Regular and periodical inspections of units help in this process. 

Follow up after implementation is ensured by inspecting periodically units 
under control to ensure the working of the units and also verification of 
securities offered to the institution; ensuring periodical recovery of interest 
dues and principa l instalments as per schedule; and nominating a Di rector on 
the Board of the assisted units. 

Audit observed that peri odical inspection of assisted units was not carried out 
regularly to assess their performances. In the absence of regular receipt o f 
annual accounts/report and their critical scrutiny, the Company could not 
identify the symptoms of sickness at the initia l stage for tak ing remedial 
measures. The position of inspections carried out in the assisted units of the 
Company as a whole was not furni shed to Audit. Therefore, overall inspection 
position could not be verified. 

2.2.14 The table below indicates the details of post sanction inspection of the 
assisted units due and actually conducted in respect of six out of 15 branches 
selected for review during the fi ve years up to 3 1 March 2004: 

SI.No. 1999-2000 2000-01 200 1-02 2002-03 2003-04 

I. Total number of 6,302 5,753 5,623 4,623 3, 188 
units to be 
inspected 

2. Total number of 4, 140 4,438 3,738 3,632 2, 117 
un its inspected 

3. Total number of 2,162 1,3 15 I ,885 99 1 1,071 
un its not 
inspected 

4. Percentage of 34.3 22.8 33.5 2 1.4 33.6 
un its. not 
inspected to total 
number of units 
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It could be seen that the number of units not inspected ranged between 21.4 to 
34.3 per cent. The shortfall was stated to be mainly due to the shortage of 
staff. 

The SIDBI in its evaluation report for the year 200 I also highlighted the 
lapses in follow-up of dues and observed that on an average, the Loan 
Administrative Officer (LAO) was entrusted with I 00-130 cases for follow up; 
the visit reports were sketchy and did not contain enough details relating to 
capacity utilisation, sales, etc; Company had no system of obtaining periodical 
progress report to assess the performance of units. 

Deficiencies in follow-up of dues 

2.2.15 A test check in Audit revealed that due to deficiencies in follow up of 
loans extended, an amount of Rs.34.21 crore was outstanding (March 2004) 
against six units as detailed in the Anncxurc-17. 

Besides, some of the cases involving serious lapses in follow up are discussed 
below: 

2.2.16 The Company sanctioned (March 1996) a term loan of Rs.2.50 cro re to 
Goverdhan Spinning Mills Limited for purchase of land, construction of 
building and purchase and erection of machinery for production of cotton 
yarn. Rupees 2.49 crore were disbursed between July 1997 and June 1998. 
The loan was repayable in 28 quarterly instalments after two years 
moratorium. The unit commenced production in March 1998. It was. 
however, irregular in repayment of dues to the Company. From the records 
made avai lable to Audit, it is not clear, whether the unit was inspected 
regularly. From the records, it is also not clear whether the annual accounts of 
the units were received regularly and analysed. The Company foreclosed the 
accounts (February 2000) and decided to take over the possession of unit from 
March 2000. The unit paid (March 2000) Rupees two lakh against overdues 
of Rs.l.l8 crore and committed to pay Rupees five lakh per month from 
August 2000. Audit observed that LAO, while inspecting (July 2000) the unit 
stated that the unit was running continuously for three shifts and was not 
paying dues .wilfully. The Company. however. did not take any action. The 
Company issued foreclosure notice again in January 200 I. The unit remitted 
Rs.l8 lakh as against overdues of Rs.2.22 crore and the Company withdrew 
the foreclosure notice . The unit again defaulted in repayment and approached 
BIFR (September 200 I ), seeking reliefs/concessions. BlfR is yet to give its 
verd ict (August 2004). 

The Company inspected and analysed 'the previous years' accounts of the unit 
in October 2003 and found that the unit has been under invoicing the sales. 
The unit created additional assets of Rs.l.07 crore even though it was showing 
losses during these years. Based on these facts, the Company informed 
(December 2003) BIFR that the unit was a willful defaulter and requested 
dismissal of its petition for relief. As on 31 March 2004, the overdues 
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amounted to Rs. ll.23 crore (principal : Rs.l.76 crore plus interest: Rs.9.47 
crore). 

From the above, it could be seen that the Company did not take effective 
follow up action like period ical inspection, obtaining and analysing of annual 
accounts of the assisted unit, etc., which would have revealed the irregularities 
like under-invoicing and acq uisition of assets from internal generation without 
repaying the loan. Further, on receipt of pa ltry sums against huge overdues, 
Company withdrew (January 200 I and March 2002) fo rec losure notices. 

The Company stated (July 2004) that action like taking possession of the unit 
was not taken overnight for a single default or few defaults. The reply is not 
tenable due to the fact that the loanee was a w illfu l and chronic defaulter. 

2.2.17 The Company sanctioned (January 1996) a term loan of Rs.2.50 crore 
to Marson Textiles Limited to set up a .spinning mill at Kodiyalam Village and 
disbursed Rs.1.92 crore. Uni t commenced production in March 1997 and 
defaulted in repayment of dues from the beginning. In all, it paid Rs.38.86 
lakh (up to 1999-2000 including insurance claim of Rs.9.12 lakh). 

Audit observed that despite this, the Company, based on a request (January 
1999) by the unit, funded (March 1996 to April 1999) interest of Rs.l.04 crore 
up to 30 April 1999 under rehabilitation package. The unit remained c losed 
from November 1999. The unit approached BIFR in :WOO and the matter was 
pending (March 2004). Failure to take effective follow-up action and funding 
of interest even a fter knowing that the un it had been defaulting since 
beginning resu lted in non-recovery of dues. The Company has not inspected 
the unit after June 2000 and was not aware whether al l the machinery financed 
by it were availab le inside the factory premises. As on 31 March 2004, the 
overdues amounted to Rs.4. 9 1 crore (principal: Rs.l.l 0 crore and interest: 
Rs.3.81 crore) besides funded interest of Rs.1.04 crore. 

Witltrlrawa/ of Nominee Directors 

2.2.18 The Company under the provisions of State Financial Corporation Act, 
195 1 and by virtue of terms and conditions of loan sanction letter, could 
nominate a Director on the Board of Directors of the assisted units. The 
policy of the Company prescribed nomination of Directors in the following 
cases: 

• Where loan sanctioned has been more than Rs.50 lakh. 

• Where the equity participation of the Company has been more than Rs.l 0 
lakh. 

• Defaulting units and joint finance cases. 

The Company had not maintained any consol idated records to show the 
numoer of units in which nominee Directors were to be appointed, number of 
nominee Directors appointed, number of meetings attended by the nominee 
Directors, number of Directors who sent their reports and action taken on the 
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reports. The Company withdrew (2000-0 I) the nominated Directors frori1 all 
but three units, citing the following reasons: 

(i) The nominated Directprs . were not co-opted as Directors on the 
respective Boards of 83 units. 

(ii) The assisted units did not conduct meeting~ and even if meetings are 
conducted, did not invite the nominated Directors. 

(iii) The Cornpany received only a few reports ai1d purpose .ofnominee 
Directors was not served. 

Instead of plugging the above loopholes by suitable action, the Company. 
withdrew the nominee Directors, which is detrimental in the long rtm. 

. . 

Procedure · 

2.2.19 The Company lends money at interest.rates varying from 12.25 per 
·cent to 16 per cent per anintm depending on the type of loan and locatio-n of 
the assisted unit. As per terms of sanctions, the principal amount is to be 
repaid in 24 equal quarterly instalments after a moratorium of two years, 
whereas interest is to be paid in quarterly instalments and no moratorium is 
allowed for interest. Loans under transport scheme and Ipans to commercial 
establishment are repayable in monthly instalments and the maximum period 
allowed for repayment is 36/60 months. ·Assistance under hire purchase 
scheme is recovered on Equated Monthly Instalments (EMI) basis in .36/60 
months. 

A Default Review Committee (DRC) is functioriing in the Company, which 
reviews the defaulting units periodically and advises the management on· the 
course of action to be taken. 

Recovery and Overdues. 

2.2.20 The -details of term loan and interest due for recovery, amount 
recovered and the overdue/shortfall in recovery during. the five years ende_d 31 
March 2004 are given in Annexure-18. Audit observed that separate targets. 
for recovery of old and current dues were not fixed. 

An analysis of the recovery and arrears position of the Company for the five 
years ended 31 March 2004, revealed the following: 

2.2.21 The targets fixed for recovery ofprincipal as against total amount due 
during the year were very low. The percentage of targets to the principal 
amount due during the year steeply declined from 72.60 per cent in 1999.:.2000 
to 42.27 per cent of the dues in 2002-03 but marginally increased to 47.24 per 
cent in 2003-04. In respect of recovery of interest also, the targets were fixed 
at very low levels compared to the dues and tl1is touched an all time low of 
18.71 per cent of the dues in 2003-04. It is also interesting to note that even 
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these very low targets for interest were not achieved in any of the years except 
2003-04. It is pertinent to note that COPU in their 2 151 Report recommended 
(October 199 1) and reiterated in May 1999 that the targets should be fixed at 
sufficiently higher levels and effective follow up action on defaulters should 
be taken. Audit observed that the Company had not acted upon these 
recommendations as it continued to fix lower targets. The overall recovery 
percentage had aJso not improved. 

2.2.22 The low levels of interest collection affected the working results of the 
Company and this was the main reason for cash losses in 2001-02 and 
2002-03. Another fall-out of low recovery was non-availability of funds for 
plough back/recycling. 

2.2.23 Seventy eight units availed loan of more than Rs.SO lakh each from the 
Company from which even a single instalment of principal was not recovered. 
The principal and interest overdues outstanding from these units aggregated to 
Rs.67.31 crore and Rs.146.20 crore, respecti vely as on 31 March 2004. 

Categorisation of outstanding dues 

2.2.24 As per IDBIISIDBI guidelines of May 1999 and as modified from time 
to time, the loan portfolio has been classified into five categories for the 
purpose of income generation/recognition and provisioning as given below: 

I. Standard assets Where the payments are regular, loan as well as interest 
remained unpaid up to six months .. 

2. Sub-standard assets Where the loan as well as interest remain overdue for 
more than six months but less than two years. 

3. Doubtful assets-1 Where loan as well as interest remain overdue for more 
than two years but less than five years 

4. Doubtful assets-11 Where loan as well as interest remain overdue for more 
than five years 

5. Loss assets Where loans for which the loss has been identified but 
not written off wholly or partly 

The position of outstanding loans and classification of loans for the last five 
years is given below: 

(Rupees in crore) 

Sl. Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04 
No 

I. Loans outstanding at 1,012.00 989.48 957.57 864.63 764.94 
the close of the year 

2. (a) Standard assets 438.16 419.85 378.02 319.91 282.07 

(b) Sub-standard assets 253.66 128 .06 10 1. 13 65.89 62.57 

(c) Doubtful assets-1 227.26 306.5 I 259.98 188.74 109.63 

(d) Do~btful assets-It 92.92 135.06 2 18.44 290.09 310.67 
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Sl. Particulars ]999-2000 zooo-01: .200li-02 . 2002-63 2003-04 
No I 

(e) Loss assets . 5.82 12.2~ .· 35.53 42.62·.· . 49.47 

3. Total non pe~forming · 573.84 569.63 )79,55 544.72. 482.87 
assets (b)+(c)+ (d) 

' 

4. Percen~age ofNPA to. . 56.70 57.57 60.5:2 63.00 63.10 
tot~ I outstanding . 

-

. · It could be seen from the tablethat the lossasse'ts increased fromRs.5.8icrore · 
in 1999-2000 tq RsA9.47 crore iii 2003-04. The percentage ofNPA to the. • 
total outstanding also hovered around 60 per cent. 

Roll over scheme· 

2.i.2s Based on request from the .borrow~rs and on the offer by IDBIISIDBI·· · 
·. for roll over package by reducing interest -rate, the Company i11troduced .· 

(February/July.2001) aroll.over scheme. In this· scheme interest on·loans was· 
brought down -to 17 per cent wherever it was more than that percentage . 
subject.to down payment of 20 to 50 per cent of simple interest arrears~ The' 
balance simple interestwas. payable in 18 to 24 monthly instalments ana the 
penal and compound interest was repaya'ble after repayment ofoutstandrng ·· 

· principal. R.oll over premium was 50 per cent of Nd Present Value of· 
differential it1terest · 

The Company recovered Rs.2.27 crore as down payment and Rs.95 .36lakh as 
premium from 679 borrowers, who responded to this scheme, as against7,836 ~ . 
eligiblehon;owers. · . . . 

22.26 As the response to the scheme was not.· encouraging, the . Company . 
introduced a second roll over scheme in April ,2003. ·.The salient features of · 
the scheme were as follows: 

@ . Down payment of entire overdue interest Ill respecto:f standard assets .. ·• 

@ Down payment of entire interest overdues up to Rupee one lakh and Rilpee . 
Onefakh plus 50 per cent of overdues abmre Rupee one lakh. in respect o( · 
sub-standard asset. · · · 

e Down payment of 15 per cent and J 0 per cent overdues in respect of 
Doubtful"-! and Doubtful-II categories respectively.· · 

.® Roll over ·premium ,reduced. to 25 per c~nt frori1 50 per cent in the_earlier 
. scheme for the remaining period. · · · . . -

· ® ·· Entire balance interest was interest free and was rep~yable in instalments 
after princip~l repayment. Penal and compotmd interest was waived off .. 

. - - - ~· . '- . . - ' . . . . "· '. ' .. . - _-. . 

The Company collected Rs.7.02 crore (againsfthe target of Rs.o12.64 crore)-as 
down payment and, Rs.49..68 lakh as preniium as on 31 March 2004 from · 
1,922 bonowers as against 3;869 eligible borrowers. 
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2.2.27 Audit analysis of these two roll over schemes revealed that in the 
second scheme additional concessions (compared to the first scheme) were 
extended by way of: 

• waiver of penal and compound interest 

• reduction in rol l over premium from 50 to 25 per cenl. 

• balance overdue interest was made interest free and repayable after 
repayment of principal. 

As Company availed of loans from financial institutions and was regularly 
repaying the principal and interest. interest free funding of overdue interest 
Jacked justification and resulted in loss of Rs.2.86 crorc per annum to the 
Company (computed on the funded interest of Rs.J8.76 crore at minimum 
interest rate of Rs.l5.25 per cenl) from December 2003 and would be 
recurring till repayment of funded interest starts. 

Relwbilitation of sick units 

2.2.28 The Reserve Bank of India and lOBI have issued guidelines 
periodicall y in regard to rehabilitation of sick small scale industrial units with 
specific reference to definition of sick SSI units, viabi lity norms and also the 
extent to which reliefs and concessions may be provided by the financial 
institutions under the rehabilitation packages. Rehabilitation packages 
included relief and concessions like waiver of penal/compound interest. 
funding of interest (with or without interest) and reschedulement of repayment 
schedule within the terminal date or by extend ing the terminal date. 

The Company allowed rescheduling of repayment of principal instalment 
based on the request from the defaulters as a measure of relief to prevent 
further default. During 1999-2004, the Company rescheduled term loan of 
Rs.93.53 crore in respect of 370 defaulted units. An amount of Rs.6.60 crore 
towards interest overdue was funded and an amount of Rs.86 lakh towards 
penal/compound interest was waived ~nd frozen in respect of 334 units. The 
Company neither called for reports on the results achieved as a result of 
rehabilitation programme nor reviewed the effectiveness of the scheme on 
which it had foregone Rs.7.46 crore. 

Audit analysis of 75 cases in which repayments were rescheduled revealed 
that the rescheduling did not result in improved recovery in 44 cases. As 
against the principal and interest demands of Rs. 18.37 crore and Rs.27.29 
crore respectively subsequent to rescheduling. the recovery from these 44 
units was only Rs.2.57 crore ( 14 per cenl of demand) and Rs.9.55 crore (35 
per cent of demand) respectively . 

Repossession of tmits 

2.2.29 The details regarding the number of units taken possession, principal 
and interest outstanding at the time of taking over, amount realised through 
disposal and ba lance amount to be rea!ised for the five years ended 31 March 
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Year 

1999-2000 

2000-0l 

2001-02 

2002-03 

2003-04 

The Company was 
yet to dispose off 
1,059 units out of 
2,862 unit's taken 
over during the five 
years ended 31 
March 2004. 

,Altc/it Report ((ommer,cial) for the year eiuled 3/ Marcft 2004 

2004 are given below: 

(Rupees in crore) 

Number Number of Number. _Number Total loan Amount Loss on 
of u~its unitsin: . ofunits . of units amount realised disposal 
at the respect of under. disposed· outstanding on of 
beginning which possession off against units disposal assets 

possession disposed! off 
tal< en 
dudng the 
/ 

year 

1,094 484 1,578 289 62.40 12:32 . 50.08 

1,289 15 1,304 303 79049 9.81 69.68 

1,001 196 1,197 169 39.98 6.87 33.11 

1,028 .712 1;740 405 120.27 16.25 104.02 

1,335 361 1,696 637 173.95 17.35 . 156.60 

':; 

Audit observed that: 

@ The Company could dispose off assets of only 1,803 units and realised an . 
amount of Rs.62.60 crore as against total dues of Rs.476.09 crore during 
i 999-2004. During 2002-04, the Company realised Rs.33.60 crore in the 
disposal of 1,042 units, which did not cover eveq t~1e principal amou:ht of 
Rs.60.39 crore. The Company did not make available the break up of 
principal and interest outstanding in respect of assets disposed off up to 
2001-02. . . 

® In respect of 1,059 units in possession of the Company, from whom 
Rs.606.48 crcire were due as on 31 March 2004; 405 units (38.2 per cent) 
were taken over more than five years ago and the amount due from these 
405 units·aggregated to Rs260.62 crore (43 per cent). 

"' · In 224 cases, assets· could not be sold even after five to 10 auctions for 
want of bidders for the amount fixed by the Company. Due to delay in 
dis.posal of these assets, the Company had not only to incur Rs.9.46 crore 
on security charges, insurance, advertisement and maintenance ofassets up 
to 31 March 2003, bi1t also had to bear the loss due to deterioration in. the 
value ofassets. Ftit:ther, niajor .defaulting units, from whom Rs.139.20. 
crore were due, . were in the possession of Official Liquidator/State 
Industries Promotion - -Corporation of Tamil Nadu. Limited 

. (SIPCQT)/banks. , 

Absence ofany concrete strategy for timely disposal of assets taken over and 
lack of l:ealistic assessment of value of assets resulted in their non..,di~posal and 
consequent deterioration. ~ 

. . 

2.2.30 The State Government was providing capital stibsidy for industries set 
up in the specified areas till February 2003. The Company receivedsubsidy 
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from the Government and disbursed the same to the eligible u·nits. The 
Company disbursed Rs.28.42 crorc as subsidy to 598 units during the five 
years period ended 31 March 2004. As per the terms and conditions of 
sanction of subsidy, the units that availed subsidy, were required to be in 
operation continuously for five years from the date of receipt of subsidy, 
otherwise the entire subsidy was to be refunded to the State Government. 
Audit observed that the Company did not maintain proper records to monitor 
the continued functioning of those units to which subsidy was given and the 
number of units, which did not fulfil the conditions stipulated. The Company 
stated (July 2004) that 541 units, whic~ received Rs.12.99 crore as subsidy did 
not run continuously for five years and hence became liable to refund the 
subsidy. No amount, however, has been recovered from these units. Besides 
this, the Company also allowed 56 units, which received Rs.86.03 lakh as 
subsidy and did not run continuously for five years, to settle their dues with 
the Company without recovering the subsidy from them. 

!Man powe•] 

2.2.31 The staff strength of the Company as on 31 March 2004 was 708 as 
against the sanctioned strength of 967. The Board of Directors while 
considering the business plan policies and strategies for operations for 1999-
2000 decided (April 1999) to undertake an exercise to properly assess and 
rationalize the man power in the Company. The Company identified (April 
200 I) 176 employees as surplus in all categories and sent a proposal to the 
State Government (May 200 I) for Voluntary Retirement Scheme (VRS) to 
these surplus employees. The State Government approved (May 2002) this 
scheme and issued (May 2002) detailed guidelines for VRS. The State 
Government further directed (July 2002) that all State Public Sector 
Undertaking should form a Committee of Directors to give recommendations 
on reducing the staff by 30 per cent over a period of five years and 
identification of surplus posts in all categories. 

The Committee of Directors formed by the Board identified (August 2002) 
170 posts as surplus. The Committee arrived at this figure taking into account 
pruning of Regional and Branch offices from eight to six and 36 to 25 
respectively. The Board while approving the proposal , decided to implement 
the rationali sation of strength in a phased manner and the progress in the 
implementation of VRS was to be reviewed by the Committee after one year. 
It was estimated that due to reduction of staff and pruning of Branch and 
Regional offices, the Company could save Rs.3.36 crore per annum on salaries 
and wages and Rs.52.75 lakh on estaolishment expenses. This proposal was 
approved (October 2002) by the State Government. 

Audit observed that out of 170 posts identified as surplus only 80 officials 
have been sent on VRS so far (March 2004). The Company brought down 
number of Branch Offices from 36 to 33 instead of25 as envisaged. 
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2.2.32 The Internal Audit Department {lAD) of the Company is headed by a 
Deputy General Manager assisted by a Manager and an Assistant Manager. 

· The Internal Audit Department conducts audit of operational activities like 
sanction, disbursement, follow up, administration, etc. From 1999, Internal 
Audit Department confined itself mostly with the checking of interest on 
loans, verification of cash and bank vouchers, ledger postings; ensuring the 
availability of insurance ·coverage for the ··assets created by the loanees, 
validity of the available guarantee, etc: The audit findings were reported to 
the Managing Director. No major irregularities were found by the lAD during. 
the period under review. 

The Company was established to provide financiall assistance to medium 
scale imllustriles, transport and smallll scalle units to accelerate and sustain 
imllustrftall growth iJrn. the State. LoaJrn.s were sanctioJrn.ed in several cases in 
theface of adverse factors brought out in the appraisal notes. The loans 
were aHso disbursed without adhering to .the generall terms and conditions 
of the sanction. The steady increase in percentage of Jrn.OJrn.-performing 
assets to total outstanding· amount indicates that the recovery mechanism 
of the Company was ineffective. The Company needs to improve the 
recovery pen;formancc. 

lin order to reduce the depeJrn.dcnce ori borrowed! funds, which was ·a 
consequence of poor recovery performance, the Company has to 
sc:rupuHousiy adhere to the laid down procedures in respect of sanction, 
disbursement, monitoring and foHow-up of the Roans. The Company 
shoulld aHso have to evolve an actiQn pllmoi for speedy disposal of units 
under its possession · in order to. realise. the outstanding amount to 
eliminate/minimise deterioration in the vallue of assets taken over. The 

·Company also need to rationalise the interest rate so. as to survive in the 
llnighl!y competitive business and this woulld not only pirovide finance to 
entrepreneurs at affordable rates but would also spur industrial growth 
in the State. 
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[ CHAPTER-III 

l3 REVIEWS RELATING TO STATUTORY CORPORATION! 

tfAMIL NADU ELECTRICITY BOARDj 

13.1 SECTORAL REVIEW ON FUEL MANAGEMENT 

.· HIGHLIGHTS 

Tamil Nadu Electricity Board (Board) has 160 power generation stations 
comprising fom· thermal, three gas based, one naptha based power 
station, 32 hydel and 120 windmiU stations. The installed capacity as on 
31 March 2004 was 5,401.035 Meoa Watt (_M"\-Vj . 

(Paragraph 3.1.1) 

The Board has not determined the quantum of shortage of coal to be 
borne by the handling agencies since 1997. 

(Paragraph 3.1.5) 

Poor quality of coalt·eccived by the Board resulted in loss of generation of 
912.39 million units. 

(Paragraph 3.1. 7) 

The Board had incurred Rs.68.35 crore on account of stones and mill 
rejects contained in coal. 

~~--------------------------------~~ 

(Paragraph 3.1.8) 

here was excess consumption of gas valuing Rs.9.56 crore in two gas 
turbine ower stations due to excessive heat consum tion for generation. 

(Paragraph 3.1.10) 

There was excess consumption of naptha valuing Rs.34.96 crore in Basin 
Brid e Gas Turbine Power Station due to excessive heat consum tion. 

(Paragraph 3. 1.1 1) 

.· 
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~ntroductionl 

3.1.1 Tamil Nadu Electricity Board (Board) has 160 power generating 
stations comprising thermal, gas based, naptha based hyde! and windmill. 
There are four thermal power stations located at Tuticorin, Mcttur, North 
Chennai and Ennore; three gas based power stations at Thirumakottai, 
Yaluthur, Kuthalam and one naptha based power station at Basin Bridge 
(Chennai) . The hydcl and windmill stations ( 152 numbers) are located in 
various parts of the State. The installed capacity of the Board as on 31st March 
2004 was 5,401.035 Mega Watt (MW). Details of installed capacity and 
generation achieved by the various power stations, classified on the basis of 
fuel used, during 1999-2004 are given in Anncxurc-19. The fuels used in the 
power generation are coal, furnace oil, high speed diesel oil , gas and naphtha. 
Coal and oil cost constituted 94.54 per cenl of total fuel cost of the Board in 
2003-04. The Board procures coal from Coal India Limited and its 
subsidiaries, oil and naphtha from Indian Oil Corporation Limited and gas 
from GAIL (India) Limited. 

!Organisational set-up! 

3.1.2 Chief Engineer (Coal), Chief Engineer (Mechanical-Thermal Stations) 
and Chief Engineer (Projects) reporting to Member (Generation) carry out the 
activities relating to procurement and consumption of fuel. 

!scope of Audi~ 

3.1.3 Purchase and consumption of fuel, as a separate activity was not 
reviewed in the earlier years. This review covers the activities relating to 
procurement, transportation, storage and consumption of fuel for the five years 
ending 31 March 2004. The review conducted during December 2003 to 
March 2004 covered thermal power stations located at Tuticorin (Tuticorin 
Thermal Power Station), Mettur (Mettur Thermal Power Station) and N011h 
Chennai (North Chennai Thermal Power Station). The gas-based power 
stations located at Thirumakottai Kovilkalappal Gas Turbine Power Station 
(TKGTPS), Valuthur (Valuthur Gas Turbine Power Station- YGTPS) and one 
naphtha-basep power station at Basin Bridge (Basin Bridge Gas Turbine 
Power Station) are covered in the present Review. The performance of 
Kuthalam gas-turbine power station has not been included in the review since 
it commenced generation in March 2004 only. Ennore (Ennore Thermal 
Power Station) was already reviewed and the findings have been included in 
the Commercial Audit Report for the year ending 31 March 2003. 

Audit findings, as a result of 'test check, were reported to the 
Government/Board in May 2004 with a specific request to attend the meeting 
of the Audit Review Committee of State Public Sector Enterprises (ARCPSE), 
so that view points of the Government/Board are taken into account before 
fina lising the review. The ARCPSE meeting scheduled in July 2004 could not 
be held due to change in the incumbency of the members of ARC at the Board 
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as well as Government level. The reply of the Board furnished thereafter in 
July 2004 has been considered and suitably incorporated in the review. 

!Procurement of fuel! 

Coal 

Linkage and supply of coal 

3.1.4 The Standing Linkage Committee (SLC) allots coal based on the 
availability at various collieries, the handling capacity of the ports, nearness of 
the colliery to the ports and the quarterly requirement of the Board . The coal is 
allotted from the collieries of Eastern Coal Fields Limited (ECL - Raniganj 
collieries), Bharat Coking Coal Limited (BCCL) and Mahanadhi Coal Fields 
Limited (MCL - IB Valley and Talcher coll ieries) situated in the States of 
West Bengal, Jharkhand, Orissa and .Madhya Pradesh. The Board has not 
entered into an agreement with the suppliers of coal since 1986. The position 
of coal linkage, receipts as against consumption of coal during 1999-2004 is 
given below: 

Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04 

Targeted Generation (in 19,044 20,074 21 ,646 20,884 20,972 
million units - MU) 

Quantity of coal requisition 107.55 156.45 153.15 142.20 161.55 
sent to SLC to·achieve the 
above target (in lakh MTs) 

Coal linkage by SLC (in 11 0.10 150.45 151.95 148.50 16 1.85 
lakh MTs) 

Coal receipts (in lakh MTs) 11 5.34 152.52 144.92 135.52 139.97 

Coal Consumption ( in lakh 137.58* 144.33 149.03* 148.37* 144.13' 
MTs) 

The Board received adequate quantity of coal to meet the entire requirements 
of the thermal stations. There was no shut down of the power stations for want 
of coal. 

The specific observations noticed in the procurement of coal are discussed in 
succeeding paragraphs. 

Transit loss ~n movement of coal 

3.1.5 For movement and handling of coal from the collieries to the discharge 
port, the Board, periodically, placed purchase orders on handling agencies. As 
per conditions of purchase order, the handling agencies were responsible for 
any shortage of coal between quantities loaded at the collieries and the 
quantity discharged. Audit observed that the shortage of coal in the contracts 
have not been periodically determined since 1997 as the contracts have been 

• The excess consumption over receipts was met from coal reserves maintained in the 
power stations. 
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-· extended year -after year without- deter!nining the, shortage of eo'al m _the 
pi'evious contracts. . _ ·. 

The Board stated (July 2004) that the actual shortag'e could be anived at o~ly 
on closure of purchase orders and shortage, if; any, would be recovered from. 
the handling contractor. The reply is not te11able ·as non-determinatioti of 
shortages immediately after the end of a year has resulted in delay in recovei·y ~~~ 
of cost of shortages rioticed in c0al from the handling agenci~s. Besides, the 
delay in determination for shortages would ;pose problenis in the conect 

- determination of shortages ofcoalrelating to very old periods, ~~-
. . . - -

Lack of agreement With Poompullar Sl~ipping~Companyfor charter parties 
. . 

3.1.6 . Coal :is transported :by sea from the loading po-rts of Haldia, Paradip 
and \Tizag fo Cheimai and Tuticorin by Poompuhar Shipping CorporatiOi1 
Limited {PSC)- a State Govermi1ent undertaking through its three vessels. As 

.· three.vessels were 11ot adequate,PSCchartered:additional vessels, on behalfof 
the Board, for tl;ansport of coal. ._ The rights and liabilities of PSG and the · 
Board in 1:esp~ct of these chartere!i ·vessels were not defined by way of im · 
agreement. 

. .. . -., . ' ·- -

There were 17 arbitration awards (as on August _2004) aggregating to Rs.l 0.16 · 
crore against PSCin respect of private charter:· parties a'gainst which PSC has -
gone· oh appeal ih the High Court of Madras .. Audit observed that the Board 
reimbursed (June 200,1) Rs. 2.89 crore in respect of two arbitnttion cases to 
PSC in their capacity as principal responsible fo1; the acts of its agei1t. While 
sanctioning reimbursement ofthe above-award~ the Board noted that PSC did · 
not .contest _the .arbitration effectively due to .its inability . to produce 

. docurilet1tary evidence before the arbitrators and deficlelicies in the drafting. of . 
charter parti·agreements 

Th~·Boar·d stated (July 2004)-that-a committee comprising menibe1;s of the· 
Board and PSC had been constituted to sort out the issues and avoid -
arbitration cases in. future. It was also stated th'at the agreement with PSC due 
foi" renewal in At1gust 2005 would be suitably modified to safeguard the. 
inte1'ests of the Board. · - · 

Quality of Coal 

. Poor quality of coal am/loss ofgeneration 

- :3.1. 7 .. The following table indicates the-loss ofgeneratiori due to poor quality 
· -of coal, as furnished by the Board diiring1999-2000 to 2003.:04. · 

· Loss in Generation (in MU) 

· Particulars. 1999-2000 2000-01 2001~02 2002-03 2003~04 Total 
:-

.. 

TTPS 8.44 36.02 14.99i 35_.8'2 45.30 140.57. 

MTPS _.··._··-134.41 228.61 165.68 . 18.15 0.16 547.01-

NCTPS .. 16.02 20.56 58.26 . 68.30 61.67 224.81 

Total -·158.87 285.19 238.93, 122.27 107.13 .. I 912.39 
. 
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The poor quality o f coal during 1999-04 resulted in loss of generation of 
9 12.39 mill i0n units (MUs). 

The Board stated (July 2004) that the quality of coal had improved and loss of 
generation had been reduced. 1\udit observed that the loss o f generation in 
respect of TTPS and NCTPS for the last three years ending March 2004 (as 
indicated in the above table) did not ind icate improvement in quality of coal as 
claimed by the Board. 

Stones, slwle,foreign material (mill rejects) in coal receipts 

3.1.8 As the Board has not entered into an agreement with the suppl iers of 
coal since 1986, no agreement for reimbursement o f cost for the stones. shale 
and fo reign materi al contained in coa l was a lso reached. Audit observed that 
as per model agreement ex isting in 1985, the supplier was to take adequate 
steps to ensure that pickablc shales, stones arc removed. The quant ity of the 
stones, mill rejects received and the consequent loss incurred by the Board 
during the last fi ve years ended 3 1 March 2004 arc given below: 

Na me of the Quantity of coa l Q uant ity of stones a mi Cost of stones 
T herma l Power received at TPS (in mill rejects conta ined in and mill rejects 
Statio n (TPS) lal<h MT) coa l (in lakh MT) (Rupees in lakh) 

NCTPS 165.91 1.40 2125.27 

MTPS 238 .54 1. 18 2002.44 

ITPS 246.5 1 1.55 2847.64 

Tota l 650.96 4.13 6975.35 

The Board stated (March 2004) that as per mutual consensus between TNEB 
and Coal India Limited (CIL), the latter reimburses cost, based on joint 
assessment by TNEB and CIL for the quantity of(+) 200 mm stones only. It 
was also stated (July 2004) that deduction o f (+)200 mm stones, shales had 
already been taken care of whi le co llecting samp les for ascerta ining the grade. 
The reply pf the Board needs to be viewed from the fact that the 
reimbursement for the quantity of(+) 200 mm stones received by the Board 
during the period was only Rs. l .40 crore as against the cost of Rs.69.75 crore 
of stones and r11ill rejects supp lied by CIL. 

Excess aslr content in coal 

3.1.9 Highe r ash content in coa l is one of the main reasons for excess 
consumption of coal in thermal power stations. The fo llowing table ind icates 
the percentage of ash content in coal received at the thermal stations duri ng 
1999-2004: 

Powe r Sta t ion 1999-2000 2000-01 2001 -02 2002-03 2003-04 

ITPS 41 .59 43.47 40.67 39.32 4 1.62 

MTPS 45.20 46.5 1 44.96 43.70 42.35 

NCTPS 46.60 46.40 45.40 40.20 42.70 

51 

- -

-



-...• •' 

i ,. 

I 
I 

i 
i 

·':. 

. {' : '• _·. 

.. ·,,. d. 

::: •• ·"<"" 

• ,1 . 1,. 

. . ! 

· _ Audit Reporr(qm~mer.pilli)for the year ended 31 March 2004 
• • '• • "· '' •· •••• '·' • ••' ,• I 

The ash content. of coal received Tanged froin 39.32 ·to 46.60 per cent as 
indicated in the . above table .. ·· Ministry 'of Environment and .. Forest, 
Government of India (May 2001) stipulated a maximum ash content of 34 per 
cent in coal Jor thermal· stations located beyoi1d 1,000 KMs from the coal 
pithead. The Board,.· however, contil1ued to get coal with high ash content. 

. . . 

It is relevant'"to point out that NCTPS suggested (July 2001) usage of washed 
coal, which would bring down the ash content to 36.4 per cent. As against the 
average calorific value of32S8 Kcal'l? /kg for Run ·of Mine coal, washed coal 
was expected to have a calorific value of 4198;4 Kcal/Kg. The use of washed · 
coal was expected to transform into ari anni1al saving of 8.22 lakh MT of coal 
valuing Rs.61.39 crate for NCTPS ·alone ... As the generating stations of. 
Electricity Boards ofGujarat, Punjab, Rajasthan have already switched over to 
washed coal by engaging private coal washeries at the coal pithead~use .of 
washed coal in the thermal stations of Tamil Naduassumes greater importance -__ 
particularly in view of substantial saving in .the cost of coaL The Board; 
however, is yet to take a decision in thisregard (August2004). 

:···, .. ·,.· . . 

The Board stated (July 2004) that the quantifiec~tion of benefits of the'·project 
could be ascertained only if washed coal was used for- a sustained ·period of 
two to three years in a particular unit or the whole power stati01~. It was also 
expressed that they were not able to venture into any project without 
ascertaining- its pros and cons and they proposed to get washed coal and llSe in 
one thermal station for six months on trial basis. 

Excess consumptio11 of gas- . ~ ·, . . ': . -~ i 

3.1;10 The fo.llowing table indicates the designed heat rate' of the· stations; > 

gei1eration achieved, actual heat nite reached at the. stations, excess 'heat rate 
consunied, excess coris~m1ption of gas and the value of excess ga:s consumed 

· during2001-04: . . ·-- ·· ... 

St Particulars T (K) Gl"PS VGTPS 
No. ,:.- ·:· ~ 2001-02 . - 2002~03 2003-04 '2003-04 

A Installed capacity in.MW 107.88 107.88 107.88 95 -.. 
8 -.Generation in.MU 697.342 727.409 723,72 I 665.55-

c Stipulated heat rate by · 1,670 1;670 1,670. 1,671.6 
Original Equipment .. . . •":· . .. 

. Manufacturer (Kcal/Kwhr-•) .. 

D 
,' •' .. . . . . : -. -.... -

1)597.37 I ,697.37 1,823.82 1,929.(52 Actual heat rate achieved · .. 
: ,(kc~lliKwhi-), > · . . ;,• 

"· .. 
·'· , . 

.- ~ -

... Kilocalorie's. 

I(ilowitfthour . 
' ' ~ \ 
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Sl. Particula rs T (K) CTPS VCTPS 
No. 

2001-02 2002-03 2003-04 2003-04 

E Excess heat consumed 27.37 27.37 153.82 258.02 
(Kcal/Kwhr) (D-C) 

F Excess heat consumed (in 19,086.25 19,909.18 87,662.02 1,7 1,725.2 1 
Meal) (Ex B) 

G Excess consumption of gas in 19.08,625 19,90,918 87,66,202 1.71.72.521 
Standard Cub ic Meter(SCM) 
(F X I 06/1 04

) 

The total excess consumption of 29.84 million SCM of gas resulted in extra 
expenditure of Rs.9.56 crore in the above two stations. The Board stated (July 
2004) that the performance of gas turbines was entirely dependent on the 
ambient temperature and hence, the air played a major role. It was also stated 
that whenever the ambient temperature was more than the design value, the 
rated performance could not be obtain~d and that the gas turbine would always 
be designed based on the annual average temperature of the area. 

The reply of the Board is not tenable as the designed parameters themselves 
were fixed based on the fi eld conditions including average temperature in the 
area. It is a lso relevant to point out that the two stations did not achieve even 
the relaxed norm fixed at 1720 Kcal/Kwhr by Tamilnadu Electricity 
Regulatory Commission for 2003-04. 

Excess consumption of uaplttlta due to enhanced !teat rate at BBGTPS 

3.1.11 Similarly, for generating one Kwhr of electrici ty in BBGTPS, the 
designed heat rate prescribed by the manufacturer of generating equipment 
was 3,005 Kcal. As against the designed heat rate, the actual heat rate of the 
station was always higher during April- 1999 to March 2004 and ranged 
between 3,182 to 3,620 Kcal/Kwhr.This resulted in excess consumption of 
22,337.23 MT of naphtha valued at Rs .. 34.96 crore. 

The Board stated (March 2004) that the station was used as a peak hour 
generating station only and the gas turbines had to be started and stopped as 
per the direction of the Load Despatch Centre resulting in excess consumption 
of fuel. It was also stated that the loading of the units were also restricted 
depending upon the grid condition and as such heat loss could not be 
controlled at BBGTPS. 

The reply is not tenable since the designed heat rate itself was fi xed as 
applicable to .. peak hour station only. 

Excess consumption of coal due to excess !teat consumed 

3.1.12 In respect of thermal power stations also the suppliers of the generating 
machinery have fixed norms for consumption of coal with reference to the 
designed heat rate of the unit and thermal efficiency. A review of three power 
stations (TTPS, MTPS and NCTPS) revealed that the actual coal consumed 
was more than the norms fixed for these stations due to consumption of excess 
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heat by these power stations .. · Tl1iS resulted. ip excess consumption of 35.65 · .. 
lakh MTofcoaJ valuing Rs:61 0.50 crore during 1999C:2004. 

The Board attributed (July 2004) excess consumption of coal mainly to l~sser 
calorific value_of coal, more ash content and v'ariation .in moisture in different 
grades of coal. The reply is not tenable ak the point raised was excess -~~~ 
consumption of heatiri relation to actual- generation, independent of the quality _ 
of coal. Furthe1', based upon the ·calorific value of coal actually received, _ 
ri01:111S fixed have: not beeri reviewed for making Sllitable corrections for 
adoption in- future .. 

The matter ,was reported to the Government in Augtist 2004. The reply is, 
however, awaited (Septembe1: 2004). 

The Board! lhas not entered! into agreement with the suiqppHers of coat In -
absence of agreement, nssuies regarding poor quaiity of coall, presence of 
slhiales, stones and! foreign materialls in coal coulld! not- be seHlled! with the 
suppliers: The Board! has not determined!' the shortages of co all and as 
such· earlly recovery of the shortages from hand!llnng agencies coulld! not be 
caJrJrned! out. 

. . 

The Board is required to enter into agreement witlh tlhe suppliers of the 
co all to -seWe these issues regarding quaHtY of co all; etc. Shortages irnoticed!: -
in the hand!Hng ofcoaR needlto be determined early to avoid! the chances of 
future d!ii.sputes witlln the hand!aing.agencies. 

. :~ -

·'. 
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3.2 INFORMATION TECHLOGY REVIEW ON 
IMPLEMENTATION OF SOFTWARE ON HIGH 
TENSION REVENUE BILLING 

HIGHLIGHTS 

(Paragraph 3. 2.1 and 3. 2. 4) 

The program did not levy maximum demand charges based on recorded 
maximum demand resulting in short levy of Rs.28.21 lakh. 

(Paragraph 3.2.9) 

The program incorrectly worked out Additional Cuurent Consumption 
Deposit (ACCD) in respect of leasehold services, which was corrected 

manually.;.._~---~---~-----~---------

(Paragraph 3.2.21) 

The program did not ensure compliance with energy audit regulations 
resulting in non-recovery of enal charaes of Rs.33.29 lakh. 

(Paragraph 3.2.25) 

The periodicnl amendments to the program were not systematically 
maintained in the rogram libraJ1..;.'·------------------' 

(Paragraph 3.2.27) 
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3.2.1 . Tamil Nadu Electricity Board (Board); a statutory body, was formed __ 
1957 under the Electricity (Supply) Act, 1948 to take up the role ofthe erstwhi __ 
Electricity Department of the Government of Chennai. ·.The main functions oftll--­
Board are to generate, transmit and distribute power in the· State of Tamil N~c:=== 

.·.and to wheeL power to a part ofthe UnionTen;itory of Pondicheny under mutu~~ 
agreement. • The distribution of electricity is being done through 3 7 Ele9tricit==== 

. Distribution Circles (EDCs) spread over the State; The revenue generated by th-­
. ·.Board through High Tension (HT) services by these EDCs for the financial ye<====== 

ending 31 Man:;h, 2003 was at Rs.4,452.63 crore representing 4 7. 9 per cent of tb-­
total revenue. 

The program for:HT billing was made in COBOL in the initial stages, which wa==== 
converted in FoxPro in the· early nineties. Later, to take advantage of th 
developments in Information Technology (IT), the Board switched over to Oracl 
RDBMS (Relational Database Management System). This application WCL---­

introduced in July 2001 in all the 37 EDCs. · 

. . 

3.2.2 :The software aimed at (a) preparation ofHT bills (b) online collection anc====:= 
accounting. (c). anaiysis of the consumption pattern, and (d) attainment o 

·. complete revenue realisation. The objective ofaudit was to examine whether th~ 
aims were achieved, to evaluate IT controls to ensure their adequacy and to ensure:::::= 
that the relevant business rules, terms and conditions ofsupply of electricity anc==== 
periodical ope1;ational instructions have been correctly embedded in the software. 

The scope of audit involved a review of the system and connected records ir_ 
Headquarters of the Board and a test check· of the relevant records in five EDC= 
(South, Central, North and West of Chennai and Tirunelveli). The EDCs selecte~ 
for audit accounted for 27.3 per cent of the total revemie of Rs.4,452.63 cror·e:::==== 
frorh HT services as on 31 March 2003. The data maintained in the central server_ 
for the period uptoOctober 2003 was qberiedusing Structured Query Language== 
(SQL). Wherever necessary; the reperts generated by the systems were also use ..... d __ 

for analysis. The results of the queries were examined to evaluate the adequacy----­
of IT controls, to identify loss/omission of revenue and · to ensurP.:e== 
comprehensiveness of the software. The audit· findings are· discussed in __ 
subsequent paragraphs. 

3.2.3 The order for the design and deveiopment of software for computerization 
of H.T Billing and collection of Current Consumption charges was awarded in 
April 2000 .to Broadlipe ComputersPvt Ltd, Chennai for a total fee of Rs.18 .16 
lakh. The billing software including modules for Security .Deposit, HT 
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application and integration with accounting system was to be completed within 
six months from the date of award of the Purchase Order (P.O) i.e by October 
2000. The software was, however, implemented in all the circles with effect from 

July 2001 only. 

3.2.4 Audit observed that: 

• The online collection module was not implemented. 

• The module did not handle various billing components such as banking 

charges and Reactive Kilovolt Ampere hour (RKV AHr) penal charges for 

windmill services and energy audit regulations. 

• The billing software was not integrated with the accounting system. 

• The Board continued with the manual system of writing of consumer 

ledgers .. resulting in duplication of work and ineffective deployment of 

manpower and other resources. 

The Board stated (November 2003) that the module to computerise all types of 
collections was developed and implemented in EDC Chennai (N011h), from 
December 2002 and in EDC, Vellore, from August 2003. The remaining circles 
were instructed to implement the same from November 2003. For the delay, it 
was stated (May 2004) that a sum of Rs.0.30 lakh was deducted as liquidated 
damages. The Board, however, could not complete the planned computerisation 

within the time frame. 

!Deficiencies in system designl 

The data analysis using SQL, to verify whether the business rules have been 
incorporated in the application, revealed the following deficiencies in the system 

design: .· 

3.2.5 The EDCs have to periodically transfer data to the central server as per the 

following detailed schedule:-

• Every day during the billing time i.e at the month end; 

• At the end of the collection due d~te; 

• 25111 of the collection month; 

• 31 51 of the collection month and 

• Final transfer of the data on 5th of the subsequent month of collection 

month. 
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However, no program control existed to ensure that the EDCs transmitted th~ 
complete processed data as per the prescribed schedule. No records were also 
available in the computer centl'e for having sent 'reminders. imniediately aftei· the 
due dates to the EDCs for transmitting the m)sent data. 

3.2.6 The software generated a low consumption report in EDCs, for the 
services reporting a drop of 20 per cent and. above in the consumption as 
compared to previous month, for investigating the reasons therefor. The report 
generated in respect of HT services (having windmill units elsewhere in the State. 
and exported windrhill generation into TNEB lines), however, did not exactly 
reflect the low consumption as the erectricity exported by .windmills into TNEB 
lines as reduced by transmission charges was adjusted against the units to be 
billed under HT service. The gross consumption to be billed under HT services 
was, therefore, reduced to the extent of units exported by windmill units .. If 
windmill export was more than the consumpt\on of units by the HT service, no 
consumption would be billed for. The low consumption report was, however, 
prepared for the consumption· after adjusting units exported by windmill units, 
instead of comparing the consumption of grossunits consumed by the HT service 
alone. The Board stated (May 2004) that the software was corrected to consider 
gross consumption to correctly reflect the trend in consumption. 

3.2.7 The meter reading of the windmill units was taken periodically by the 
EDCs where the units are situated and reported to the EDCs concerned where the 
HT · services of the windmill' units were located. The reading. details were 
processed manually by the windmill EDCs ruid were transmitted by p6st/e-inail to 
the EDCs of the HT services concerned for adjustment ofthe same in the regular 
energy bills. The information so received by the EDCs of the HT services 
concerned was again processed for entering into· the ·system .. As all the servers in 
the EDCs ·were connected to the central server, the ri1onthly meter-readiiig details 
in respect of all windmill units could have been. directly entered by the respective 
EDCs where the windmill units were located .. ·This effective data entry procedure 
avoids double data eil.try, delay and errors in transinission of information. The 
Board agreed (May 2004) to incorporate the suggestion made by audit in the 
software after detailed study. 

3.2.8 The. regular meter reading for an HT service was taken at the end of every 
month. A test :check of data in the central server indicated more than one regular 
meter reading for a particuiar HTservice. The Board stated ·(May 2004) that-the 
program was modified to reject multiple records for regular meter reading. 

Calculation of Maximuml)emand sharges 

3.2.9 The Maximum Demand (MD) in a month is the highest valite of the 
average Kilovolt-amperes delivered at the point of supply of the consumeLduring 
any consecutive thirty minutes in the· month and is expressed in KV A As per the 
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terms and conditions of supply of electricity, if an ITT service exceeds the 
contracted load in a month, additional charges at two times the demand charges 
have to be levied for the MD exceeding the contracted load. Due to tariff change 
with effect from 16 March 2003, two readings (one on 16 March 2003 and the 
other at the end of March 2003) were taken in March 2003. The program, 
however, worked out MD based on average recorded MD in the two readings and 
billed accordingly. As a result, the billed MD was lesser than the MD recorded 
during the month of March 2003 in respect of 149 services. The program, thus, 
\'iolated the bu~incss rule to bill for the maximum MD recorded during a month. 
l"his resulted in shortfall in assessment of Rs.22.89 lakh in respect of 114 
industrial and commercial services in 26 EDCs. Similarly. in respect of 35 tariff 
I l services, short levy worked out to Rs.5.32 lakh. The Board accepted (May 
2004) the above finding and intimated that the short assessment in MD was 
reworked out and collected. 

3.2.10 The monthly recorded MD has to be rounded off to two decimal places 
and billed for at a fixed rate per MD. Audit observed that, in 2003, the billed MD 
was incorrectly rounded off by the program in respect of 11 services. The Board 
stated (May 2004) that the calculation to arrive at the recorded MD to two 
decimal places was changed. 

Working of power factor 

3.2.11 Power factor is the ratio of the real power to the apparent power. As per 
the tariff revision with effect from 16 March 2003, the Board introduced a power 
factor rebate a·i 0.5 per cent of the amount of current consumption charges for 
every increase of 0.01 in power factor above 0.95. Though the incentive scheme 
was to be worked out taking into account the Kilowatt hour (kwhr) and Kilovolt 
ampere hour (kvahr) consumption with effect from 16 March 2003 to the end of 
March 2003, the program had, however, worked out the power factor for the 
entire month of March, 2003. Due to the above method adopted by the Board to 
reckon power factor, the incentive a llowed to 425 HT consumers was incorrect 
leading to an excess rebate of Rs.5.65 lakh and in addition, a penalty. of Rs.4.64 
lakh was also to be recovered from 21 HT consumers out of the above 425 
consumers. The Board stated (May 2004) that the power factor was reworked out 
and intimated to the circles to collect the excess incentive allowed. 

3.2.12 The power factor, in respect of some cases, was estimated on average 
basis considering parameters relating to previous months. A test check of the 
relevant data for April to October 2003 revealed that in certain cases, when the 
power factor e~cceded one, the program erroneously reckoned it as zero instead 
of restricting it to one. The Board stated (May 2004) that the program was 
modified in February 2004. 

3.2.13 A review of the power factor worked out on average basis during January 
to November 2003 also indicated that in two out of 41 cases, average kvahr, one 
of the two parameters required for arriving at the power factor, was not entered 
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but the power factor value was found in the record. It indicated that the program 
' allowed manual entry of power factor, which was otherwise to be processed 
through prograni. The Board stated (May 2004) thaUhe program was modified to· 
calculate the power factor as zero if one of the paraineter was not entered; 

3.2J.4 The HT services have to maintain power factor of their installation at not 
less than 0.9 as per March 1994 gazette. In the -event of the average power factor . 
going below. 0.9 consecl.1tively for three months, in addition to the levy of 
compensation cHarges, the service connection has to be disconnected giving seven 
days' notice to the consumer: The service-connection was to be· reconnected only 
after thq)ower factor correction was carried out. · -

]An analysis of the data on low power factor during April to Noven1ber 2003 
indicated that in- respect of 91 services, though t~e power factor was below 0. 90 
consecutively for three months, the services were not disconnected to improve the 
po-vver factor. It ii1dicated that the control failuresat theEDC level have not been · 
systematically reported to the competent authority~ despite the availability of sl.1ch ·_ 
infoi·mation- in the central serveL The Board noted down the point and agreed 
(May 2004) to incorporate a module to generate a monthly report for review. 

Non-regulation of banking charges ofwiml mills 

3.2.15 As per the Board . Proceedings (Finan_ce Branch) No.99- dated 27 
September 2001, if the energy generated _by the windmill units in· a month is 
surplus afte-r adjusting with the energy constJmed by the respective HT services, 
the surplus energy can be carried forward and adju~ted in the enstiing months upto 
the end of 31 March of every yeaL The Board has to recover five per cent of the 
units carried forward as banking charges. The program did not, however, have a 
module to deaf with banking charges. A test check of banking charges details in 
respect of four HT services in EDC ,Chennai (South) and in 'five HT services in 
Chennai (Central) revealed that the banking charges were either not deducted or_ 

-. worked out incorrectly resulting in a loss of revenue of Rs.1 0.30 lakh. The .Board 
stated (May 2004} that a module was incorporated in thy program for banking. 
charges. 

- Continuanceof minimuin billing beyom!-tlle admissible period 

3.2.16 As per clause 13.06 ofthe terrris and conditions of supply of electricity, a -­
service niay be temporarily disconnected and minimum demand charges billed for . 
a total period of six months for non-payment of dues. _A test check. of data from­
April2001 to October 2003 revealed that in i'espect of 159 cases,. the services 

.. were~ kept disconnected temporarily for more than· six months. The program was 
-not able to detect_ cases in which the services were kept temporarily disconnected 
beyond·· a continuous period ·of six months·.- The -Board stated (May 2004) that the --­

. - · point was alre~dy noted and incorporated in the package inDecember,.2003 .. 
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!Deficiencies in Security Deposit modul~ 

As per clause 6.05 of the terms and conditions of supply of electricity of the 
Board, the Initial Current Consumption Deposit (ICCD) payable by the intending 
consumer who was not the owner of the premises, was double the normal rate of 
the Current Consumption Deposit (CCD) payable by the consumer in the normal 
course. Additional Current Consumption Deposit (ACCD) reviewed and refixed 
every year (at 1.5 times the average of the current consumption charges for the 
preceding twelve months prior to the month of April of that year) has to be 
maintained at a value not less than ICCD. Audit observed the following 
deficiencies in security deposit module: 

3.2.17 Data analysis in EDC Chennai (North) for 2002-03 indicated that in 
respect of 40 services, the average monthly current consumption charges were 
incorrectly worked out at Rs.2.26 crore in place of Rs.2.83 crore by the program. 
The figures were corrected manually. 

3.2.18 ACCD in respect of 23 HT services indicated negative balance of 
Rs.32.89 lakh during 2001-02. The Board stated (May 2004) that the program t -

was suitably modified to remove negative balances. 

3.2.19 In security deposit module, one ofthe columns representing the instalment 
amount of ACCD received from the con~umers for the year 2002-03 exceeded the 
allowable size and consequent thereto, the values in respect of six EDCs could not 
be read. The Board stated (May 2004) that the problem was set right. 

3.2.20 The Security Deposit information such as ICCD, ACCD, and Excess 
Current Consumption Deposit contained more than one record for a particular HT 
service. Out of the total records of 6554 and 6806 for 2001-02 and 2002-03, only 
1328 and 1369 records respectively were maintained correctly without any 
duplication. The Board stated (May 2004) that initially records were maintained 
for storing opening balance of Security Deposit and ACCD separately and later. 
they modified it to have one record per service. 

3.2.21 A test check of CCD statement of EDC Chennai (South) for 2002-03 
revealed that in respect of six leasehold services, the program worked out ACCD 
adopting the terms and conditions appl icable for a regular liT service. As against 
a sum of Rs .90.53 lakh to be collected as ACCD, the program worked out the 
same as Rs.45.24 lakh. ACCD assessment in such cases was corrected manually. 
As leasehold services have not been specifically dealt with in the module, there is 
risk that the security deposits for such cases might be under-assessed or refund of 
security deposits processed incorrectly in various EDCs. The Board agreed (May 
2004) to incorporate the above aspect suitably in the program. 
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in order to effect improvements in processing HT applications and customer 
service, the Board p1:escribed (December 2000) a·triaximum time of 120 days foe· 
effecting supply from the date ofagreementwith the consumer. ·An analysis of 
the data maintained in the server in· the HT application module indicated_ the 

· following:-

3.2.22 Asper the data·receivedfrom.the EDCs·to the server, 157 applicatio;1sfm' 
HT servic.es were pending as on 27November 2Q03. As against the- maxin1.uin­
time prescribed for firial disposaL of HT applications, the pen~ancy .exceeded one _ 
year in respect of 33 applications and tw0 years in ~espect of13 applications. The. 
reasons for delay in these applications could· not be fotmd from the data in the . 
absence of a column to that effect. 

3.2.23 On readiness ~f stipply, the Board has to i~sue notic(do the consumers to 
avail of the stipply within three months and for that period, monthly minimum 

. charges have to be levied for the sarictioned load for the number of days from the _ 
date of issue of notice. Audit observed that the billing software did not ensure 
that monthly mininium charges were duly levied. A test check of the recqrds ·in c 

. two EDCs in Chennai revealed that in eight cases, monthly minimum charges of" 
Rs.30.03 lakh ,. (from the date of serving notice· to avail supply within: three 
months)were either notlevied or completely coile~ted.-

- --- - -_ -

3.2.24 A time exterision for a further period upto three months beyond~the notice· 
period- of three months-· has to be granted by· the Regioi1al Chief Engineer (RCE) 
concerned, by collecting the morithly minimum charges for the entire period of 
six months. But, in two out· of eight cases mentioned above, at the titrie of · 
granting second extension by the RCE, the charges were -not collected as . 
mentioned aboveindicf1ting violation of the relevant business nile .. · 

. ' -- - - . . -

3.2.-25 Consequent to the Government of Tainil Nadu's G.O l\1s.No.i2 date_d -10 
·. May 1996, energy audit was 111ade mandatory . for every. HT industrial· and 

commei·cial serviCe and the .terms and conditions of Sllpply of electricity was 
amended (March 1997) accordingly with the objective of minimizing energy -. 

· costs/consumption. E~ery HTconstimer has to complete energy audit and stlbmit. 
the i:eport thereoli within. rso days frorri. the date Of receipt of notice issued by the . 
Board in this regard. On expiry of the above pet'iod of l~O days, defaul"ters are 
jssued notiCe. of warning to submit therepmi within 90 days. Though tl1e statutm:y _.· 
regulation relating to energy audit was. incorporated ih the terms and ccmditio.ns of 
the Board, the software did not provide a module to monitor whether energy audit 
"regulations were fully complied with by' the services and in the event ofdefault; . 
punitive measures were systematically initiated and appropriate neiJ.al charges 
levied. . -. . . . 
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C/wpter-111 Reviews relating to Statutory corporation 

A review of the records maintained in three EDCs in Chennai (South, West and 
North) revealed that the Board failed to impose a penalty of Rs.33.-29 lakh in 
respect of seven HT services that had not submitted energy audit reports even 
after expiry of the warning period of three months. Besides, the details of new 
services (on completion of three years) required to conduct energy audit have not 
been systematically identified and notices issued on a regular and on-going basis. 
The Board stated (May 2004) that the point was noted and incorporated in the 
package. 1 

!Review of the incentive scheme~ 

3.2.26 The concession of higher power factor with effect from 16 March 2003 
and reduction of five per cent charges of night hour consumption were aimed at 
improving the line voltage which could bene fit to the Board in terms of 
minimisation of shut downs and improving transmission voltage. A review of the 
quantum of benefits extended under th~ incentive schemes revealed that during 
March to October 2003, the concession for night hour consumption and high 
power factor (power factor above 0.95) allowed were Rs.25.06 crore and Rs.33 .99 
crore respectively. The Board failed to comprehensively review the package of 
concessions vis-a-vis the technical and commercial benefits to the Board to 
propose appropriate corrective action and to maintain revenue as per the budgeted 
projections. It is also relevant to point out that the Board, while reviewing the 
performance for the half-year ended October 2003, observed that one of the 
reasons for short fall in pro-rata revenue realistion was concessions such as power 
factor incentive, rebate for night hour consumption, etc. The Board stated (May 
2004) that the ··finance wing did conduct the review. However, no report in this 
regard was available for having reviewed the schemes in detail from the records 
produced to audi t. 

!Deficiencies in change Management Control~ 

Any application system requires a sound. change management procedure covering 
control of the ongoing maintenance of the system, standard methodology for 
receiving and performing changes. A number of deficiencies in change 
management controls were noticed during audit which ire detailed below: 

3.2.27 The program requires amendments as per change in business rules and due 
to improvements effected in the software. For different versions of the program 
released periodicall y, subsequent to July 2001, a master copy of the same had not 
been, however, maintained in program library to ensure that the amendments to 
the software were authorised, tested and accepted. 

3.2.28 The history of program amendments indicating briefly the reasons for 
effecting changes in the program, the modules affected, the effective date from 
which it was put into use and the test results of the program were not kept for 
reference and record. The details of the operating version of the program were 
also not maintained. 
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3.2.29 The various components of the program and the relationship among these ·. 
components had not been documented to identify and reduce e1Tors· in the source 
code. 

3.2.3{) The programs. released were not thoroughly tested before they were put· 
into use iri the EDCs. The program worked. out (August 2001) the bill amount in 
respect of few ser\rices wrongly despite entering of conect data. The vendor's 
. acceptance of the above lapse\in thoroughly testing the pro gram indicated that the 
program was not fullytestedbefore its use. 

3.2.31 A test check of security deposit assessment in respect of EDC Chennai · 
(North), revealed that the computer generated security deposit figures were 
replaced by the EDC to arrive at the correct security deposit figi.1res. It -indicated 
that data amendments in the EDC had not been done_ with prior authol'isations. · 
Neither the EDC formally communicated the data amendments to the computei· 
centre nor the server detected such amendments through the program. 

The Board stated (May 2004) ti1at the observations were noted for future 
gui<;iance. 

Tille application~ which was nmpHemel!llted after a de»ay of enght mol!llths, 
co1r1tained varnous desng!lll deficiencies and a I!Hirm.lher of lbiUing 
components were left !beyond the stope of the software. Deficiencies in 
<:hange management controHs were aHso observed duriing auullit~ 

. . 

The organisation needs a systematic td!ocumentatUon of aU am~ndments 
made to the soft.warie a~nd bring aHH aspects of HT lbimng under the 
applicathm. The appHcatnon .shouM have -~ modu!e on energy ~udit 
provisions so that col!llpHance tlheret.o ns monitored! through the pr~gram 
and punitive measulf'es are systematicaHiy initiated!. The Board could 
use the hnformation generated! throll.llgh the com.pllllterisedl system 
pell"iodicaHy to revnew the effectiveness ofincentive schemes. 

·- .. ·· 
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(~~--~---------C~H_A_PT __ E~R--1-V--------------~J 
4 Transaction Audit Observations relating to Government 

companies and Statutory corporations 

Important audit findings noticed as a result of test check of transactions made 
by the State Government companies/Statutory corporations are included in this 
Chapter. 

!Government companie~ 

tfamil Nadu Civil Supplies Corporation Limited! 

@.1 Excess purchase of gunnie~ 

Purchase of gunnies in excess of requirement resulted in blocking up of 
Rs.6. 11 crore and consequent in terest loss of Rs.91.65 lakh. 

The Company expected (July 2002) to procure 12 lakh MT of paddy during 
the Kuruvai 2002 (October to December 2002) and Samba 2003 (January to 
May 2003) seasons. After taking into account the stock of gunnies available, 
the Company decided (July 2002) to irtvite tenders for supply of 180 lakh - 50 
kg new bale gunnies. In view of low crop, the Company decided ( 16 October 
2002) to restrict purchase of new gunnies to 140 lak.h. The Company, 
accordingly, issued (October 2002) purchase orders and 139.74 lakh gunnies 
were received from October to December 2002. 

Audit observed that while workirig out the requirement of gunnies, 
procurement of paddy during Samba 2003 season was estimated at 
I 0.90 lakh MT instead of I 0 lakh MT. Further, gunnies of I 00 kg capacity 
(56.69 lakh);. were wrongly considered as 50 kg gunnies. This resulted m 
purchase of 40.99 lakh gunnies in excess of the anticipated requirement. 

The excess purchase of 40.99 lakh gunnies by the Company resulted in 
blocking up of Rs.6.11 crore (computed with reference to the average unit cost 
of Rs. l 4.90 per gunny) and consequent interest loss of Rs.91.65 lakh. 

The Government stated (July 2004) that 140 lakh gunnies were ordered based 
on the assessment report on the anticipated marketable surplus, received from 
the Agriculture Department of the State Government, in which the 
Commissioner had indicated the anticipated marketable surplus as I 0. 90 lakh 
MT of paddy for Samba 2003 season. 
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Audit Report (Commercial) for the year en~led 3 I March 2004 

. The reply is not correct as the letter received from the Commissioner, · 
Agriculture Department was of December 20Q2, whereas the Company took 
the .de.cision and placed the order fcir purchase of 140 lakh gunnies in October 
2002. . ' 

Avoidable expenditure of Rs.60.26 llakh on transportation of rice in 
Tiruval!1l!1amalai-region 

i:· 

The Company gets periodical· allotment ~f rice from. Government of India · " 
under Targeted Public Distribution System CIPDS). The Company is then·. · 
required to. give dispatch instructions. to Food Corporation of .India (FCI) 
indicating the depot from which the rice would be Jifted: FCI, based on these -­
dispatch instructions, allots the .. qu9.ntit)'. to various Divisional Offices. The · 
Company has. to ... li:ft the allotted. rice from the nearest depots of FCI so as to 
minimise transportation cost. 

Audit observed that for Tiruvannamalai regioi1 (having six .go downs) lifting of . 
rice from FCI depot; Sevoor was beneficia.las the maximurrtdistance to be 
traversed froin any of. these godowns in the region to Sevoor was 96 km, 
whereas the distance from any ofthese godownstoAvadiwas higher ranging 
from 114 to 206 km.· A reviewor'the qtmntum,ofrice lifted(2,55,272 MT)in 
the above region .during 2000-04 indicated that the region, in addition to lifting 
of rice from FCldepots within the region, lffted· 65,209 MT rice fromFCI 
depot, Avadi (Chenrtairegion). · .. This resulted in avoidable expenditure of · 
Rs.60.26lakh on transportation.of65,209MTofriceduring the saidperiOd. 

The. Company stateg (D~cember 20Q3} that as the allotted-quantity ,of rice h,ad 
to be lifted within the· specified period, it was necessary to lift the allotted 
quantity from more than. 'one FCI ·depot to avoid lapse of allotment The reply ·. 

· is· not tenable· in view of the fact that the. sub-allocation of depots~ Was beihg · · 
done bythe Compimya.nd care should have been takento lift the quantity of 
rice from the nearestFCI depots to avoid hjgheYexpenditure on transportation.·-· 
~ . - -

The matter was reported to the Government in: June .2004. The reply IS, 

however, awaited (September 2004). 

Avoidalblle expel!1diture of Rs.28.42 llalili in r~locatling of a Modern Rice 
Min . . . ·. 

The Company owned two··. Modern Rice Mills _(MRMs) at Kallakurichy in ·· 
Villupuram District. It was decided (January 2001) to shift the parboiling unit, 
boiler and the connected main mill machine_ ry of one of the two ·MRMs to . - . - . . -
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godown complex at Tirukoilur due to. public complaints of air pollution and 
insistence of Tamil Nadu Pollution Control Board . As the processing of 
parboiled rice was water intensive, it was felt that the water from 35 deep feet 
open well with 15 feet water level in the godown complex would be sufficient 
to meet the requirement. 

The MRM was re-established (December 2001) at a cost of Rs.28.42 lakh at 
the godown complex at Tirukoilur. The processing of parboiled rice could not 
commence in the new location as the required water was not available from 
the open well in the complex. The Company deepened the open well. but it 
did not improve the availability of water. Audit observed that the Company 
ignored the recommendation of the geological survey (conducted in August 
2001) to s ink a separate borewell to a depth of 16 metres to improve the 
availability of the water. As a result, the Company was not able to commence 
hulling of parboi led rice but commenced (December 2001) operation of 
hulling raw rice only, which could have been canied out in the old location 
itself. 

The fai lure of the Company to properly assess the availability of water in the 
new site at Tirukoilur resulted in avoidable expenditure of Rs.28.42 lakh m 
shifting and re-erection of the MRM. 

The Government stated (August 2004) that at the time of proposal, there was 
availability of water. The reply is not tenable as the report o f the geo logical 
survey (August 2001) recommended sinking of an open bore-well up to a 
depth of 16 metres indicating that availability of water from existing wel l was 
doubtful. 

!State Industries Promotion Corporation of Tamil Nadu Limited! 

Undue benefit to private partie~ 
' 

The Company revised its policy to accommodate two private parties 
resulting in an undue benefit of Rs.6.65 crore. 

The Company allots land/industrial plots to entrepreneurs for development of 
industries and enters into long term lease agreement with the allottees for this 
purpose. The Company has laid down its policy as conta ined in its order dated 
22 August 1999, which was approved by the Board. As regard change in 
management,_of allottee units, it inter alia, mentioned: 

• In the case of functioning units, which had completed five years of 
production, if the allottees transferred more than 50 per cent of the 
assets/shares to the new promoters, the same would be permitted on 
collection of 50 per cent of differential premium (difference between the 
rate at which the allotment was made and the rate prevailing on the date of 
change of management). 
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Audit Report (Commercial) for the year ended 3 I Marclr 2004 

® . In. the ca'se ·of units, which have not com111enced production· or the units, 
which have not cornpleted five years of production, permission to transfer 
the plot may be given <mly on payment of entire differential premium. 

The Company revised (Februm;y 2002} the above policy in respect of Public· 
Limited Company to provide for recovery of 1'0 per cent of the prevailing plot 

'·" cost and 'minirhuin of Rs2,000, when there has been a change in management 
to -a third party ·and where more than 51. per cent of the shares were 
transferred. 

Audit o~seryed. that in respect of two private parties .where the change in 
management took place in March 2000 and October 2001, the Company 
applied the revised policy with retrospective effect, , thus extending undue 
benefit ofRs.6.65 .crore as discussed below: 

4.4.1 The Company, on thebas_isof orders_ofthe State Government, allotted 
{July 1995) ''137.70 acre of land to TJJapar Dupont Limited (TDL) at a 
concessicmal rate of Rs.4.50 lak:h per acre as against prevailing rate of Rs.6.40 
lakh per acre. TDL commenced commercial.production in December 1997. 

TDL sold(October 1999) its entire share holdings to Shriram Fibres Limited 
(SRF). . SRf changed the name of the new .tuiit as Tyrecord Fabric Limited 
(TFL) mid got the unit registered with the Registrar of Companies on 6 March 
2000. 

Audit observedthat the Company did not collect. the differential premium 
(based on prevailing land cost in March 2000 of Rs.12 lakh per acre) of 
Rs.l 0.32 crore due to change in manageme1~t as per its existing policy of 
August 1999 aftei· receipt (November·1999) of TDL request for issue of "No 

·Objection Certificate''. The Company, instead, decided (December 2002) to 
. collect R.s.4.26 crore as differential premium as per· its revised policy of 

February 2002. 

This resulted in an undue benefit of Rs.6.06 crore to TFL (Rs.l 0:32 crore -
Rs.426 crore). .· . .. . . . . 

4.4.2 The Company had allotted (J am.lary 1981) 15.09 acres of land in its 
industrial complexi H¢s.ur to Hir1dustan, ·. Teleprinters Limited (HTL ), a 
Government of India Undertaking on.-iease c~m1 sale basis at Rs.l6000 per 
acre for setting up. a project fo.r the manufacture of"computer peripherals and 
ele~tronic typewriters. · · · · · · · 

The management of HTL ·changed (October· 2001) hmids to· Himachal 
· Futuristics. Comrinul.ications Limite.d · (HFCI,;) as Government of India 
. disinvested 74 per ceni of its· equity . shares ·in.~ favour of HFCL. . The 
differentiaL premhun •as per existing policy o.f August 1999, worked out to . 

··.· Rs.74.24 lakh .••. The. Company, howeve~;.while .~ppro~ing. (May 2003) the· 
. change in ihe management decided to collect 10 pet cenJ of the prevailing plot. 

•. costi: e._, Rs 1'5.09lakh.from th~mas perth~ revised policy framed in February ·. 
2002. This resulted iri undue benefit ofRs.59 .15 lakh to· HFCL. 
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The matter was reported to the Company/Government in June and August 
2004. The reply is, however, awaited (September 2004). 

IPoompuhar Shipping Corporatio~ Limited! 

k.s Wasteful expenditur~ 

Delay in payment of hire charges resulted in wasteful expenditure of 
Rs.34.52 lakh. 

The Company chartered (20 April 2002) the ship M.V. 'Jin Li' for a period of 
three months from the date of delivery 'for transport of the coal for Tamil Nadu 
Electricity Board (Board) on a charter hire of US dollar 9, 100 per day. As per 
Clause 5 of the charter party agreement, the hire charges were to be paid in 
advance for every 15 days. Failure to pay hire charge in time would allow the 
owner to withdraw the vessel from the service of the charterer. 

The Company took delivery of the ship on 9 May 2002 at Tuticorin port. The 
Company paid the charter hire charges for the first 15 days (9 May 2002 to 
23 May 2002) on 22 May 2002 and the second charter (for 24 May 2002 to 
7 June 2002) hire payment, which was due on 24 May 2002, was paid on 
10 June 2002. Due to delayed/non-payment of charter hire charges as per the 
agreement, the captain of the ship (under instructions from the owner) stopped 
loading of coal on 5 June 2002 at Paradip port. At the time of stoppage of 
loading, the vessel had loaded only 9, 132 MT as against the quantity of 17,175 
MT to be loaded. Paradip Port Authorities instructed the vessel either to 
recommence loading or to leave the port, as the vessel was idling in the berth 
without loading. The vessel moved to outer anchorage of Paradip Port on 6 
June 2002 and remained there till 7 June 2002. After getting instructions from 
the Company, the vessel sailed from outer anchorage to Tuticorin on 7 June 
2002, without loading the balance quantity of 8,043 MT of coal. The vessel 
was released on 4 August 2002 after completion of the charter. 

Audit observed that stoppage of loading and moving of vessel without full 
loading resulted in idle expenditure of Rs.34.52 lakh (US dollar 75,065.53 at 
Rs.46 per US dollar) on vessel hire charges and short carrying of coal, which 
could have been avoided had the charter hire charges been paid in time. 

The Government stated (May 2004) that the charter party did not specify 
anywhere that the Master or the owner had the right to stop work in the event 
of non-payment of hire charges. It only talked of "lien on cargo" or "giving 
three days notice of withdrawal from charter," if the Company failed to 
comply with their obligations containe9 in the charter party. 

The reply is not tenable, as Clause 5 of the charter party clearly mentioned that 
the owners shall be at liberty to withdraw the vessel from service of the 
charterers due to non-receipt of payment in time. The Company was, thus, 
well aware ofthe effects of delayed payment of hire charges. 
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'' 

Avoid!ablle expend!ituure ofRsAOAlllalrn oirit lhiuring of excavators due to 
d!eRay in pmrclhase of own excavators. 

The Company uses excavators for production and development activities in its ~~ 
qi1~rries situ~ted ii1 different districts of the State. As the Company did not -
have adequate number of own excavators, the Company hired on an>average 
15 excavators Hom private parties up to March 2002. -

..-_" ' : < - • 

. . . . ~ 

The Company observed (March 2002) that operating own exc~vator in place 
of a hired excavator was beneficial as it could result in annual saving of 
Rupees seven lakh per excavator in view of lesser operating cost of Rs. 900 per 
hour for own excavator as against the' hiring cost of Rs: 1,250 per hour of m1 
excavator. Audit observed that though the. Company had fixed deposits of­
more than Rs.14 crore with banks as on 31 March .2002, the Company 
procured only five excavators in_ October 2002 at a cost of Rs.l.49 crore. · 
Ther~after, the Company procured six more excavators (one in March 2003 
and five in January 2004), at atotal cost of Rs.l. 96 crore. The Coinpany · 
continued to hire excavators from private parties to im~et but-the requirement.· -

The decision- to buy only five excavators in October 2002 and remaining six 
excavators ip March 2003 and January 2o'o4 instead of buying- all 11 -
excavators in. October 2002 was not justified in view ofavailability of surpli.1s ·­
-funds with the Company. _-Had the Company purchased the total requiremerit· 
(11 numbers) in October 2002, .it could have saved Rs.40.41 lakh on hiring of 
excavators during 2003-04. · 

The Company stated (June 2004) that they had to procure two tipper~ for each 
excavator and purchase of both the items of machinery for all _the· quarries 

-were to cost a huge expenditure of Rs.' 17;70 crore. It was also stated that to _• 
purchase·, more' excavators, they would .. incur .heavy interest loss due to.­
premature closure of deposits and it would involveiridirect cost like salary _to · 
drivers, operators, and cleaners, expenditure towards diesel and oil etc. Th~ 
reply is not tenable as the .Company h~d all the 11 excavators with otittippers.­
It is·p~rtinent to state that the interest on investment in excavatorsail.d inci;ease 
in indirect cost was already considered by the Company while working out the . 
savings in using its own excavators. 

. .. ' . 

The inatter was reported to the Government in June 2'004~ The reply _IS,. 

however;-awaited (September2004). 
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~tate Transport Undertaking~ 

@.7 Avoidable extra expenditur~ 

Failure to apply for eligible lower power tariff resulted in avoidable 
extra expenditure of Rs.47.49 lakh. 

As per the tariff structure of Tamil Nadu Electricity Board (TNEB), service 
connections classified under Tariff-IA (High Tension (HT) service 
connections for registered factories) always attracted a lower tariff per unit of 
consumption compared to the service connections classified under Tariff-III 
(commercial establishment). Because of this difference in tariff, the State 
Transport Undertakings (STUs) represented to TNEB to charge the electricity 
consumption in HT service connections of STUs production units and body 
building uni.ts under Tariff-IA instead of under Tariff-III. TNEB issued 
instructions (June 2002) that all HT services of STUs may be charged under 
HT Tariff-IA prospectively provided they produce Registered Factory Licence 
or any Industrial Certificate to confirm that they were industrial establishments 
as per Tariff Notification in vogue. 

Audit observed that though the production and body building units in two 
State Transport Undertakings • were registered as factories and possessed valid 
factory licences issued by the competent authorities, they failed to approach 
TNEB to charge the electricity consumptions in these units at Tariff-IA as per 
the instructions issued in June 2002. 

This resulted in payment of elect.ricity consumption charges of Rs.47.49 lakh 
at the higher Tariff-III rates from July 2002 to March 2004. 

The matter was reported to the Company/Government m May 2004. The 
reply is, how,ever, awaited (September 2004) . 

• • Tamil Nadu State Transport Corporation (Coimbatore - Division-!) Limited and 
Metropolitan Transport Corporation Limited . 
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Introduction 

4.8;1 Internal control is an integral ·process that is em~cted- by an entity's 
- management and persomiel and is designed to provide reasonable assurance 
that the general objectives are being achieved; fulfilling accountability 
obligations, complying with applicable laws and regulations, executing 
orderly,· ethical, eGonomical, efficient·. and . effective operations -and 
safeguarding resources against loss.-. A good system of"internal control should 
comprise inter alia proper allocation of functional responsibilities within the 
·organisation, proper accounting data, _ efficiency in operations and 
safeguarding of assets, quality of personnel commensurate with their 
responsibilit~~s and duties and review the work of one individual by another, 
whereby possibilit)'offraud or error in the absence of collusion is minimised, 

· The supreme decision making body in the Board consists of four full time 
Members including the Chairman and three part time Members. The three full 
time Members are in charge of Generation, Distribution and Accounts. 

In order to exercise internal control upon its inultiple activities and ensure 
effective management information system, the Board has different manuals 
and prescribed various returns for each functionalarea to ensure compliance 
with instructions, rules and procedures. With a view to checking the extent of 
internal control, Audit test checked records relating to material management; . 
finance and accounts wings.. The deficiencies. noticed during test check are 
discussed in the succeeding paragraphs. · ' 

Material Management 

Deficiencies'ln Intemal control system 

4.8.2 · In material management the Board has prescribed the following 
controls to keepinventmy at the minimumlevel: · 

o Adoption of'Just in Time' Management (JIT)to reduce inventory cost,· 

Iii) • Periodical r~vi~w of receipt of materials and their usage, 

- e Immediate disposal o£ scraps, and empties, 
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• Acceptance of devolution/retrieved unused materials, 

• Reduction of delay in check measurement, 

• Disposal of obsolete/non-moving materials vis-a-vis review of materials 

lying in stores for more than three years, etc. 

Audit observed that: 

4.8.3 Inventory level in 30 circles exceeded the maximum limit prescribed 
by the management. The value of obsolete and non-moving stock as on 31 
March 2004 (Rs.7.18 crore) increased by 21.04 per cenl as compared to the 
previous quarter ended 31 December 2003. Forty two per cent of the value of 
obsolete and ·non-moving stock was contributed by only five circles"" . 

4.8.4 Fai lure of General Construction Circle, Chennai to post a suitable 
stores custodian in Sriperumbudur 'B' stores resulted in shortage of Rs.39.35 
lakh in 374 items and an excess ofRs.85.15 lakh in 1,300 items. 

4.8.5 When a successful bidder in an auction at Sriperumbudur for sale of 
scrap material came to lift the material, a quantity of 4,300 kgs against 9,046 
kgs sold was not made available to the bidder. The Executive Engineer of the 
Sriperumbudur Division of the Board stated that 3,700 kgs of this scrap 
material were used for departmental works. For balance 600 kgs of scrap, no 
information was made available. This indicate absence of internal control 
over accountal and sale of scrap. 

Finance am/ accounts ,. 

4.8.6 The Board raised funds amounting to Rs.38.48 crore through 
borrowings from various financial institutions during 2001-03. The purpose 
and their usage of borrowing were not subjected to audit by Internal Audit 
Wing of the Board. Audit observed that the Board paid commitment charge of 
Rs.2.34 crore (2001-03) for non-drawal of loan as per schedule indicating that 
the funds were drawn without proper assessment of its requirement. 

4.8.7 An assessor in Nazereth Section office of Sriperumbudur Revenue 
Branch misappropriated Rs.5. 12 lakh during the period 1996-2000. This 
happened due to non-following the instructions contained in the revenue 
manual like review of daily cash collection, reconciliation of current 
consumption charges entered in the green meter card with the actual payment, 
rotation of personnel, etc. 

• 

;• 

Basin Bridge Gas Turbine Power Station (BBGTPS) (Rs.81.02 lakh), Kanyakumari 
Distribution Circle (Rs.67.67 lakh), General Construction Circle, Chennai (Rs.70.25 
lak.h), Tuticorin Distribution Circle (Rs.5 1 lak.h) and Madurai Distribution Circle 
(Rs.32.37 lakh). 
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4.8.8 A Revenue Supervisor of Peelamedu Section in Coimbatore Revenue 
Branch misappropriated Rs.7.36 lakh during the period June 2000. to January 
2003. Audit observed that this Revenue Supervisor was punished earlier for 
misappropriation in a smaller section office. Despite this~ he was posted to a 
heavy· collection center; viz., Peelam~du Section. Further, the collection 
details by Revenue· . Supervisors were; not checked by Junior 
Engineer/ Assistant Engineer of the Board on daily basis· as prescribed in the. __ 
Revenue Manual. . ~ 

4.8.9 Though the value of gross fixed assets of the Board amo{mt~d to · 
Rs.14,558.45 crore as on 31 March 20'03, the Board did not have an ~ffective . 
.internal control system over these assets as-: 

® In 18 Electricity Distribution Circles, .. fixed assets registers had not beei1 
maintained at all. 

. . 
,· I - • . ·• ·-- • -·_ 

@. Fixed assets verification was not m,onitored centrally by the Board. 
' 

o The Board haci not taken effective steps to reconcile the fixed assets · 
registers with the results ofphysical verification .. 

Internal Audit' 
. . . - . - . . ' :_ . . ~. . . . . 

4.8.10 Internal auditing is an appraisal a~tivity established within an entityas 
a serVice to the entity. Its fmi.ctions include, aniongst.other things,.exainining, 

· evaluating and rricni.itoring the adequacy a11d effectiveness of the accounting 
and internal controlsystems. · · 

Internal Audit of the Board is carried out by its internal audit wing viz., Board 
Office Audit Branch (BOAB). Internal Audit wing was formed (1977) as per 

·Section 69 (1) of The Electricity Supply Act, 1948. It was renamedas Board 
Office Audit Branch with effect from -1 Decen1ber 1997 with. its Headquarters 
a.t .Chennai. The Board. Office Audit Bt:anch i's · head.ed by t11e Chief Internal 
Audit Officer and is assisted by Deputy Chief Internal Audit Officers, Internal 
Audit.Officers, Assistant Audit Offi.cers and othersupporting staff. 

-· ··- .. . . . 

. ·. Audit work is conducted at the various units· of the ]3oard viz.,· Electricity 
Distribution Circles, Revenue Brai1ches, ·· Gene1;al Construction Circles, Power · 
Generating Stations (Hydel); etc. Besides this, appraisal audit, special:audit, 
authorisation and verification of pension to the retired/retiring ·employees of . 

. . the Board and concub:ent audit of the four thermaL power stations are also 
·· .. conducted ·by the BOAB. Audit parties conduct audit of both revenue and 
. expenditure of the Board both at the u:nirlevel:and at Headquarters office of 

the Board. . · · · 

After completion of audit, the Audit Report is issued to the Superintending 
Engineer, chief ofthe respective circles: )fl1portant Audit points are rep()rted 
quarterly to the Chiefi Internal Audit Officer by Deputy Chief Internal Audit· 
Officers, who in tum reports such important issues. to the Chcdrrrian of the. 
Board quarterly and annually. · · 
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Formation of Regional A udit Offices 

4.8.11 In order to improve the functioning of the BOAB and to expedite the 
clearance of pending audit observations, Board decentralised BOAB by 
forming (April 1996) four Regional Audit Offices at Chennai, Villupuram, 
Madurai and Coimbatore each headed by a Deputy Chief Internal Audit 
Officer. Four more Regional Audit Offices were formed (January 1999) at 
Vellore, Trichy, Erode and Tirunelveli. Audit observed that the formation of 
Regional Audit Offices, however, did not make much headway in the 
clearance of pending aud.it observations. 

As on 31 March 1999, 3,558 Inspection Reports (IRs) containing 15,578 paras 
(audit observations) with a money value of Rs.7.67 crore were pending for 
clearance against the IRs issued prior to 31 March 1994. Only 951 IRs (27 per 
cent) and 4,752 paras (3 1 per cent) with a m.onetary value ofRs. 1.33 crore (17 
per cent) were settled up to March 2003. 

A udit plan and programme 

4.8.12 Major audit work of BOAB is carried out at Circle level (Expenditure 
audit and High Tension Revenue audit), Revenue Branch Level (Low Tension 
Revenue Audit), General Construction Circles level (Expenditure audit) and 
Generation Stations level (thermal , hyde!, etc). Deputy Chief Internal Audit 
Officers of the regions are delegated with powers to draw quarterly audit 
programmes of the audit parties attached to them. They also approve and 
issue inspection reports. Each region is having six audit parties except 
Chennai region, which has eight audit parties. The total number of units to be 
audited every year is 326. 

Based on the adhoc allocation of party days viz. , 40 party days for L T revenue 
and entitlement audit, 35 party days for expenditure audit, etc., the number of 
party days required for the audit of all the units in the Board in a year works 
out to 11 ,870 party days. A test check of the programme of regional audit 
parties revealed that as against the requirement of 11 ,870 party days for 
completion of audit of all the units, the number of party days available was 
14,150 (283 working days in a year X 50 parties). Despite the availability of 
party days in excess of requirement, the regional audit parties failed to audit 
121 units during 2002-03. This clearly indicate that the programmes drawn 
and party da.ys uti lised were not reviewed to fix standards on scientific basis 
and that party days were also utilised for other than audit work. 

Performance of Internal A udit Wing 

4.8.13 The performance of the Intermil Audit Wing (BOAB) during the four 
years ended 3 1 March 2003 is given in Annexure-20. 
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. From the Annexure, it could be. seen that the clearance. of p'ending audit paras 
was poor and also the nt.rmber. of paras iss,ued was always inore than the 
number of paras cleared/settled. Furthe1:, th~ number of outstanding paras 

. n{ore tli.an doubled in Regional_ Audit pmiie~ and remained almost static in 
concur~ent audit parties. This indicat.ed that BOAB had not taken effective 
. steps to settle/clear old IRS/Paras. Even the money· value of pending audit 

· · observations had increased four fold in both the cases. The position in respect 
of .concurrent audit pmiy in Poompuhar Shipping Corporation Limited was 
alarming where the settlement/clearance of audit observations was almost 
NIL. Dnless immediate and effective· steps are taken to .clear the. pending audit-­
observations and collectthe amounts involved (Rs.l18.35 crore); the prospect 
of rec,overy of these amounts would be bleak... · . 

. Autlwrisation and verification of pension 

4.8.14 BOAB authorises pension for the retiring employees of the Board and·. __ 
also makes arrangements for the paymerl.t of pension to them through about 
800 branches of Indian Overseas Bm1k (lOB) throughout the country. 
Monthly pensioi1·statements are prepared ·by BOAB and sent to the Chief 
Financial Controller of the Board for providing the required funds to the IOB 
branches. · 

During 1April199.9 to 31December2003, one Deputy CIAO and54 officials 
of BOAB were exclusively engaged for authorisation and verification of 
pension payments·and out of25,052 pension cases received during this period, 
24,855 cases were cleared. Though authorisation of pension is not an audit 
furiction, the same was done by BOAB since its inception in 1977. BOAB 
also conduc!s audit of pension payments in Bi:mks. The main audit checks 
carried out relate to verification of life . and non-remarriage ceriificates, 
surrendering'.of funds back to the Board in respect of non-operative accounts, 
etc. Audit observed that in respect of pension payment to 2,022 pensioners; 
who were reteivirig their pension through lOB branches outside the State, no 
checks were carried.out by BOAB. 

iJefide'ndes in Audit coverage 

4.8.15 -One nfthe main .functions· of InternalAirdit Wing of an organisation is 
to ensure that the.systems and arrangements are effectively in place and that 
they.are scrupulously followed .. Internal Audit Wing has to examine all these 
aspects and ·report. to the management any lapse/failure so as to enable the 
management to take corrective action:. 

A review of audit programmes of BOAB's Ch~nnai Regiori and Headquarters-. 
office revealed the following: · 

1. ·. Office of the:·Chief FinanciaLCont1'oller of the Board· which· is,· __ 
functioning in Chennai ·(Headquarters of the BOard} handles the impo~tant · 
areas lilce resource mobilisation, funds mobilisation; central payments (for 
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purchase of power, stores, fuel, etc) distribution of funds to the units of the 
Board, transfer of funds to Headquarters by the units, etc. Audit observed that 
these major areas were not subjected to audit by BOAB. During 1999-2003, 
the Board raised funds amounting to Rs.l ,364.48 crore through market 
borrowings and this aspect was not covered by BOAB to check the regularity 
and propriety aspects. Similarly, the Board also borrowed funds from 
financial institutions, which were also not subjected to audit by BOAB. 

2. In order to bridge the gap between demand and supply, the Board 
purchases power from windmill power generators, co-generation plants, 
independent power producers (IPPs) and Neyvel i Lignite Corporation Limited 
(NLC). Payments for these purchases account for about Rs.250 crore per 
month. Audit observed that these payments were not audited by BOAB 
regularly or randomly. During examination of Power Purchase Agreements 
(PPAs) with IPPs, Audit noticed overpayment of Rs.45.78 crore (refer to 
paragraphs 4. 9 and 4. 12 supra). 

Non compliance with recommendations of Committee on Public 
Undertakings 

4.8.16 Committee on Public Undertakings (COPU) in its 28th Report 
recommended (April 1997) to take all possible steps to strengthen internal 
audit wing of the Board (BOAB) by 

• Fixing norms for staff requirement in BOAB. 

• Strengthening of BOAB by posting additional manpowe~ and also 
inducting technical staff in the appraisal audit work. 

• Relieving BOAB of all accounting functions so to enable it to concentrate 
on audit work. 

The Committee also wanted to be appraised of the steps taken to increase the 
quantum of check in respect of Cash Book and connected records so as to 
ensure a coverage of 50 per cent of the Section Offices in the Revenue 
Branches of the Board in an audit period of two years. 

An analysis of the action taken by the Board on the above recommendation 
revealed the following: 

4.8.17 The Board informed (13 April 1998) COPU that fixing of norms for 
staff requirement was under detailed study and that orders would be issued in 
due course. The Board, however, had. not issued any orders on the subject so 
far (August 2004). The Board also informed COPU that a proposal was under 
scrutiny for sanctioning additional manpower to BOAB based on audit plan 
and requirement. This also has not been done and on the other hand the staff ~ 

strength ofBOAB had been reduced from 437 in 1991-92 to 378 in 2003-04. 

4.8.18 The Board informed COPU that its observations were taken note of for 
inducting technical staff for audit appraisal work as and when required. Audit 
observed that only seven technical staff had been inducted into the BOAB and 
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that too for looking after the work relating to flying squad. No technical staff-­
was attached to BOAB for conducting apprais~l audit. - -

. ' . - . - . ' -

4.8.19 The Board also. stated that action would be taken to form a separate 
- pension wing by separating- it from BOAB and that staff deployed for audit 
· work wohld not be divetied for pensi"ol) work and other non-audit functions.· 

Atidit observed that pension work continued to be handled by BOAB (March 
2004) and for this staffof 55 -of BOAB were exclusively employed: 

4.8~20 _In re~pect of increase in quantum of check so as to_ cover atleast 50 ]Jer 
cent of Section Offices in the Revenue Branches, no action has been taken by -
the Board. This is evident from the factthat only four SecfiQ_n Offices were -

_ covered (March 2004) in an auditper~od of tw~ years, which represent ortly 29 
per cent coverage. 

. ' . ' .· . . .-

The matter was referred to Government/Board in July 2004. The reply is, 
however, awaited (September 2004). 

lineguhu paym~nJJ.t of illllcome ]'ax ofRsA\0.19 ~rore aganllllst the terms 
of the agreemellllt - - -

Tarriil Nadu-Electricity Board (Board) entered (November 1996) into a Pow~r­
Purchase Agreement (PPA) with ST-CMS Electric CoinpanyPrivate Limited 
( GeneratingCorripany) ·for-purchasing power from the-latter's plant at Neyvdi -_ 
in Cuddalore district. - The PP A provided .for payment -of taxes to the 
Generating Company as one of the fix~d capacity charges. __ 

As pel' clause 2{ a) (iv) of schedule 3 to PPA, the Generating Company h~s to 
reasonably ·estimate the tax liability due for payment during the relevant yem: _ -

- 'and _based on the above, claim monthly payment froni the Board. PPA also_ 
stipulated that during any year, the total amount of taxes paid by the Board_. 

-should not exceed the actual payment made by -the Generating Company -
during such year. 

The.Board admitted the estimatesofthe Generating Company for Income Tax 
- and paid a sum ofRs.7.43 crore (duririg<January* to March 2003) through 

monthly bills. -Audit observed that the Generating Company did :hot provide -
for liability for Income Tax in. the accounts for 2002-03 due to losses. The 
Generating, Company also disclosed- in the accounts that they were availing the' 
benefit of tax holidayavailable for ten years commencing from 1st April 2003; 
indicating no tax .liability f()r the year 2003"04 also. _ Ignori11g- the abov~ --­
material information, the Board- co~tiriued "to admit the- mbrttlily Claims· 

* The pl<int started generation in D~ceniber 2002. •-
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preferred by the Generating Company for Income Tax and paid a total sum of 
Rs.32.76 crore during 2003-04 also. 

The payment of Rs.40.19 crore on account of Income Tax by· the Board, 
without ensuring the correctness of the estimates made by the Generating 
Company and even after certification of accounts of Generating Company for 
2002-03 in June 2003, was irregular particularly when the PPA stipulated for 
not making any payment in excess of taxes paid by the Generating Company. 

The matter was reported to the Board/Government in June 2004. The reply is, 
however, awaited (September 2004). 

k. tO DelaY in procurement of rotoil 

Inordinate delay by the Board in p lacing order for procurement of 
rotor resulted in generation loss of 378 million un its and loss of 
con tribution of Rs.28.56 crore. 

A reference is invited to Paragraph 3 .11.1 of the Report of the Comptroller 
and Auditor General of India for the year ended 31 March 2003 - Government 
of Tamil Nadu (Commercial), wherein Audit observed that though a decision 
was taken by the Board to procure new rotors {Low Pressure (LP), Medium 
Pressure (MP) and High Pressure (HP)} for unit III of Ennore Thermal Power 
Station (ETPS) in June 2002 itself, no orders were placed till August 2003. 
Audit further observed that purchase order for procurement of LP, MP and HP 
rotors (one each) was placed (August 2003) on Bharat Heavy Electricals 
Limited (BHEL) at a total cost of Rs.l 0.87 crore, the delivery schedule being 
18 months from the date of purchase order. 

Unit-IV of ETPS was shut down on 27 September 2003 due to technical 
problems. On detailed inspection the LP rotor was found defective. As the 
rotors were to be received after 18 months, the Board purchased (December 
2003) a second hand LP rotor from Andhra Pradesh Generation Corporation 
Limited at a total cost of Rs. 1.50 cror:e and fitted the same in Unit-IV. The 
unit was synchronised on 11 December 2003 . On the very same day, after 
working for about two hours, very high vibrations were noticed in the turbine 
and the unit tripped on 12 December 2003. Suspecting major damages, the 
turbine of the unit was dis-assembled. The special Committee constituted to 
offer opinion on the probable cause for fai lure and suggest measures to avoid 
recurrence, reported (January 2004) inter alia, that the LP rotor was damaged 
and needed to be replaced. The unit is yet to be put back in operation 
(September 2004). 

Audit observed the following: 

• Though BHEL advised the Board to procure LP rotor as early as in 
January 2001, it did not take any immediate action. It was only after LP 
rotor of Unit-III failed in April 2002 that the Board decided (Jtme 2002) to 
procure LP, MP and HP rotors. 
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® The Board further delayed the placement of purchase order for the to tors 
- and placed the same inAugust2003 orily, i.e., afteran inordimite delay of 

14 months .. The rotors. were yet to. be received (September 2004) ..• 
Because of the shut downofUnit-IV (for want of LP rotor), there has been 
a· generation loss of 4725 million unit (MU} per month and loss. of 
contribution of Rs.3 .57 crore per month; . · 

o Considering huge. generation loss and loss of contribution that the Board­
suffered in April and May 2002 due to -- the shut down of 
Unit-III for. want ofrotor, the Board should have initiated timely action to __ 

. place· the purchase order at least imm.e<:liately after~ having. decided on the 
procurement, viz., June 2002. Had it done so,.the rotor could have been __ _ 
received by the end of December 2003 and the generation loss of 3 78 MU 
alJ.d loss of contribution of Rs:28.56 crore in Unit-:IV froh1 January 2004 to 
August .2004 could have been.avoi<:led: -

The matter was reported to th~ Board/Government in Jurie 2004. The reply is,. 
however, awaited (September.2004). . 

:~ 

Tlhle Board incurred avoidable extra expenditure of Rs.4.25 crore due 
to its faHure to accept reduction in ~:nterestrates. 

The Board obtained fiveloans aggregatingRs.150 crare from Life Insurance 
Cm1Joration of India (LIC) between April 1992 and March 1997 for non-plan 
schemes carrying· interest rate of 17 per cent and 18 per cent per annum and 
repayable in 15 years 

. . . ·. ' . ' . ·. 

In order to increase its borrowing power under plan schemes by reduCing its 
borrowings under noh-plan scremes, the Board sought (December 1999) the · 
permission of the LIC for foreclosing all the outstanding loans aggregating to 
Rs.98 crore,as on that date under non-plan schemes .. LIC did not agree to the 
proposal but however, offered (May 2000) to reduce the rate of interest to 14 
per cent for the outstanding period of loan :subjeGt: to upfront payment of 
Rs.3 .62 crore. The Board did not accept (July 2000) the offer, but insisted on 

.the concurrence of LIC for the prepayment of the entire outstanding loan 
under non-plan schemes. · 

The .LIC did not agree to this.proposaland finally,-the Board requested (June .. 
_ 2003) LIC to restructure the high cost loan·s (Rs.60 crore) carrying higher 

interest rates by substituting them with new loans, at current rate of interest. -.· 
LIC agreed (September 2003) to reduce the interest to 11 per cent subject to 
payment of Rs.4~70 crore as upfront fee, being 50 per cent of the net present 

· value of interest loss to LIC. -

.Audit observed that the cash outflow by way of upfront fee and .interest for the 
_period from :July 2000 to maturity of loan would. have been Rs:64.19 erore 
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only, had the Board accepted offer of LIC in May 2000 as against cash 
outflow of Rs.68.44 crore consequent to the acceptance of LIC decision in 
September 2003. This resulted in an additional cash outflow ofRs.4.25 crore. 

Failure of the Board to accept the reduction in interest rates originally offered 
by LIC in May 2000, thus, resulted in avoidable extra expenditure of Rs.4.25 
crore. .· 

The matter was reported to the Board/Government in April 2004. The reply 
is, however, awaited (September 2004). 

~.12 Undue benefit to an independent power produce~ 

Board extended an undue benefit of Rs.5.59 crore to an independent 
power producer towards interest on working capital and return on 
equity. 

Tamil Nadu Electricity Board (Board) entered (May 1998) into a Power 
Purchase Agreement (PPA) with Balaji Power Corporation Private Limited 
(Generating Company) for purchase of power from the latter's power plant at 
Samayanallur ifi Madurai district. 

Audit observed that Board extended undue benefit of Rs.5.59 crore to this 
Generating Company towards interest on working capital and return on 
foreign equity contribution as discussed below: 

Undue benefit of Rs.4. 70 crore as interest on working capital 

4.12.1 The Board prior to entering into this PPA, informed (January 1997) the 
Generating Company that if the fuel cost was to be paid in advance, working 
capital for fuel consumption for one month could be allowed. 

Fuel Supply Agreement (FSA) entered (December 1997) into by the 
Generating Company with Indian Oil Corporation Limited (IOC) stipulated 
that for fuel supplies made during a month, payment was to be made on 15th of 
the month. Jhis meant that the Generating Company enjoyed credit for the 
first half o(a month and made advance payment for the second half of the 
month and as such, the Generating Company would not incur expenditure 
towards interest on working capital on fuel consumption. Despite this, Board 
included (May 1998), a provision for payment of interest on working capital 
for one month's fuel consumption in the PP A. 

This resulted in undue benefit of Rs.4.70 crore to the Generating Company 
during September 2001 (when the Generating Company started selling power 
to the Board) to March 2004. The Board is still continuing to make payment 
on account of interest on working capital. 
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Undue benefit of Rs.88.90lakh as Return on Foreign Equity 

-_ 4~12.2 Theabove PPA also provided forp~yment ofReturn on Equity (ROE) 
at 16per cent on the equity capital including foreign equity and the payment-_ 
thereto had to -be m(lde on the exchange _ rate prevailing at the year end , 

_ (exchange rate variation protection) .. 
·. . . · .. ·. . . - . . . _. . . 

As against the foreign equity contribution of US dollar 17.08 million for the 
project approved byGovernment ofTamilNadu (Mat;ch2000), theGenerating 
Company requested (January 2001) the Board to increase the foreign equity -­
contribution ·to US dollar 22.11 n1illion due to insistence by the lenders and : 
conversion of a part of dollar debt to rupee debt.-- The Board agreed (January · 
2001) to this proposal but restricted the foreign exchange rate proteCtion to US ==== 

- dollarJ 7.08 milliol1'611ly, This was agreed (March 2001}to by the Generc:tti11g~-~~ 
Company also . 

. - . . ". - . - . -

Audit observed that the Board, however, did· not restrict the exchange rate ~-­
protection to us dollar 17.08 million as agreed to and instead extended the 
protection to the US 'dollar 22.11 million. This resulted "in unduebenefitof :~ 
Rs.88.90 lakh to the Generating Company during2002-2004. · 

The matter was reported to the Board/Government in June 2004. The reply is,-
however, awaited (September 2004). ' · 

. ' ' 

Loss of revennlle. of Rs.3.20 crore due to non-coRiection of peak hour 
charges from HT consumers . 

. As per terms and .conditions of supply of electricity, for the- energy consmned 
. during peak hours, High Tension consl,lmers (Tariff-I) were required to pay 20 
per_cent extra on the energy charges. ·The HTconsumers filed (between 2002 
and 2003) Writ Pet_itions in the High Court, Cheimai against the said levy oL 

·peak hour charges and obtailied interim injunCtion against levy of charges. 
· . Based on the interiminjunction, the peak hour charges already levied ·were 
. either refunded or adjusted againstsubsequent consumption by the consumers . 

. The Writ Petitiotis were ~ejected (November 2003) by the High Court ·of 
Chennai. One ofthe HT consumers (Sivakasi Electro Chemicals Limited, · .· 
Virudhunagar), however, filed a Writ Appeal Petition in the High COurt of 
Chennai against recovery actio~initiated by th~ Board. The HighCourtV:,hile 
granting (April 2004)the stay against recovery action initiated"bythe Board, 
stopped the collection of peak hour charges up to 15 March2003 only. The 
Court did not grant stay on collection ofpeak .hour charges beyond 15- .March · 
2003. . 

- ·. . ! . . - . - . 

Audit observed that the B~ard did npt colle~t peak hour. charges ~from 15 . 
March. 2003 ·even though the interim injunction permitted collection of peak · 
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hour charges for the period beyond 15 March 2003 . A scrutiny of records in 
nine· Electricity Distribution Circles. indicated that peak hour charges of 
Rs.3.20 crore in respect of 55 HT consumers from April 2003 to April 2004 
were not collected. 

The matter was reported to the Board/Government in June 2004. The reply is, 
however, awaited (September 2004). 

@.14 Avoidable expenditur~ 

Board incurred an avoidable expenditure of Rs.2.68 crore on 
establishment of a sub-s tation at Ammayanayakanur. 

Based on a request (July 1992) from Tamil Nadu Corporation for Industrial 
Infrastructure Development Limited (T ACID), a Government of Tamil Nadu 
Undertaking, the Board accorded (August 1994) administrative approval for 
commissioning a 110/22 KV sub-station (SS) at Ammayanayakanur near 
Nilakottai with a transformer capacity of l 0 Million Volt Ampere (MVA) 
exclusively to meet the requirements of TACJD's industrial units to be set up 
at Nilakottai. 

Though no application had been received for power connection from TACID's 
industrial units, the Board commenced construction of the SS in December 
1997 and completed the same in February 1999 at a total cost of Rs.2.68 crore. 
As no application for power connection was forthcoming from TACID's 
industrial units even after commencement of construction of the 
Ammayanayakanur SS, Board decided (July 1998) to transfer loads from the 
nearby Ramarajapuram sub-station. 

As no appli~ation for power supply was received from TACID industrial 
complex, 5,107 KVA load from Ramarajapuram SS (July 1999) and l ,376 
KV A load from Sembatty SS (March 2000) were transferred to 
Ammayanayakanur SS. A load of I ,352 KVA o f fresh load was also 
connected during 2000-04. 

Even after these transfers, the utilisation of this SS was less than 50 per cent as 
revealed by the fact that the peak lo'ad reached was less than 5 MY A till 
2002-03, which marginally increased to 5.25 MVA in 2003-04. It is also 
pertinent to point out that after transfer of loads from Ramarajapuram SS to 
Ammayanayakanur SS, the utilisation of Ramarajapuram SS dwindled to less 
than 50 p er cent in 2000-01 and hence one out of the two 1 0 MY A 
transformers available in Ramarajapur?m SS was transferred to Watrap SS. 

I.Cherinai Electricity Distribution Circle (EDC), West, 2.Chennai EDC, South, 
3.Trichy EDC, North, 4.Madurai EDC, S.Tuticorin EDC, 6.Coimbatorc EDC, South, 
7.Nagercoil EDC, 8.Vellore EDC and 9.Pudukottai EDC. 
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Thus, the decisiori·ofthe Board to establish Arrimayanayakanut SS. resulted in 
an avoidable extra ·expenditure- of' Rs2:68 crore besides recurring revenue 

· e)\penditure of about 'Rupees cine lakh per month towards establishment 
expenditure. 

The -Board· stated (August 2004) that the establishment of the . U 0111 KV 
Ammayanayakanur SS was inevitable as it had reduced voltage fluctuation 
problems in Ramarajapuram-Kullalagundu and Ramarajapuram mill feeder 
and that it had resulted in savings in line loss to the tune of L14lakh units in . -­

. 1999. 

The reply is not tenable in view of the fact that the problem of voltage · 
fluctuation could also ·be minimised/eliminated by installing additional 
distribution transformers instead ·of setting up. a sub~station at $Uch a huge · 
cost. 

The matter was reported to .the Government in June 2004. The reply 1s, 
. however; awaited (September 2004). 

- ~ •' • - • I 

Decision of the Board to procure pipes for augmentation of Upper Ash 
Dyke Area hn Mettur Tlb!ermall power Stationresu.dted in Mocking up of 
Rs.1.63 crore and resulltantftnterest Hoss ofJRs.50.53 iakh. . 

Ash. generated during generation of power .in Metti..lr Thermal Power Station 
(MTPS) of the Boanl is disposed of in the form of ash slurry through pipelines 
into the ash dykes specially constructed for this purpose. For this purpose, the 
Board constructed two ash .dykes, Lower Ash Dyke XLAD) and Upper Ash 
Dyke (UAD): The Board approved (March 1999) augmentation ofUAD by 
acquiring 84.54 acre of patta land and 2,229.85 acre of poromboke land and 
laying ofMS-ER W* permanent pipel!nes on pedastals. 

Audit observed that the work of constn~ction of pedestal laying and road 
· · fmmation was stopped .in July 2000, after spending Rs.67.55 lakh because of 

agitation of -villagers, ·whose land fell in patta area demanding suitable 
compensation and ·tesettlernenhn good location .. ·The Board did not acquire 

the land' and was aware that -the pedestal laying and road formation works 
could not be resumed in the near future. ·Audit observed that the Board, 
however; placed· orders (May 200 1). on Steel. Authority of India Limited 
(SAIL) for the supply ofl3,000metres ofMS-ERW-pipes required for laying 
permanent pipeline at 'a cost of Rs.2.49 crore. SAIL si1pplied entire quantity 
by August 2001. As the augmentation ofUAifcould _not be cari·ied out, the 
Board utilised 4,489.7i metre. pipes in 'carrying-· out repair in temporary 

. pipelinesystem. Bal~mce 8,510.29 metre pipes couldnot be utilised so far 
(September 2004). · · · 

* MS"ERW: Mild Steei -Electric Resistance. Weld. 
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Thus, the decision to procure MS-ER W pipes even after knowing that the 
work of laying permanent pipes can not be carried out resulted in blocking up 
of Rs.l.63 crore and consequent interest loss of Rs.50.53 lakh (at 12 per cent 
per annum up to March 2004). 

The matter was reported to the Board/Government in April 2004. The reply 
is, however, awaited (September 2004). 

k.t6 Und~e benefit to two consumer~ 

Failure to implement its own orders by the Board resulted in undue 
benefit of Rs.93.06 lakh to two consumers. 

Government of Tamil Nadu (State Government) issued orders (July 1998) for 
replacement of the existing electromechanical meters in the Low Tension 
Current Transformer (LTCT) services with e lectronic meters, which had 
provision to record the maximum demand reached in a service connection 
during a particular billing period. Based on this Government order, the Board 
issued order (September 1998) stipulating that whenever the maximum 
recorded demand by the consumer exceeded the maximum sanctioned demand 
for LTCT services of 112 Knowatt (KW), penalty shall be levied. 

It was further stipulated that implementation of this order would be after fixing 
of electronic"meters in the respective LTCT services. 

Audit observed that these orders were not implemented m respect of the 
following two consumers: 

M usic Academy, Chennai 

4.16.1 The consumer was given LTCT service connection (March 1966) as a 
special case for a sanctioned load of 350 Kilovolt Ampere (KV A) 
corresponding to 297.5 KW. An electronic meter was fitted in this service 
connection in October 2000. However, no action was taken by the Board till 
September 2002 to withdraw its exemption given in March 1966 and to limit 
the sanctioned demand in this service connection to 112 KW in line with its 
order of September 1998. During October 2000 to August 2002, no penalty 
was levied though the actual demand recorded by the consumer was far in 
excess of 112 KW, the maximum permitted for L TCT service connection. 
Even after re·stricting the sanctioned demand to 112 KW from September 2002 
there was short billing resulting in undue benefit of Rs.81. 99 lakh to this 
consumer during October 2000 to March 2004. 

Narada Gana Sablza, Clzennai 

4.16.2 The consumer was given a LTCT service connection for a sanctioned 
load of 97 KW in February 1988. The consumer approached (April 1993) the 
Board for additional load of 60 KW. The consumer was sanctioned (April 
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1993) the additional load and was also allowed to continue as L TCT 
consumer. Thus, the total sanctioned load of the consumer was 157 K W. 

An electronic meter was fixed in this service connection in December 2000. 
Though the recorded demand was far in excess of 11 2 KW after the 
installation of electronic meter also, no penalty was levied for exceeding this 
limit resulting in undue benefit of Rs.l1.07 lakh to the consumer during the 
period January 2001 to March 2004. 

Thus, failure of the Board to implement its own order resulted in undue benefit 
of Rs. 93.06 lakh to these consumers. 

The matter was reported to the Board/Government in Apri l 2004. The reply 
is, however, awaited (September 2004). 

@.17 Avoidable lossl 

Extension of undue concession to a consumer resulted in avoidable loss 
of Rs.40.53 lakh. 

The Vijayakumar Mills Limited, Palani,-a High Tension (HT) consumer of the 
Board (SC No.4) fai led to pay the current consumption (CC) charges from 
December 1998 and the power to the consumer was disconnected on 1 
February 1999. The Board issued the termination notice in May 1999 and the 
consumer did not come forward to avail of the supply by paying the dues to 
the Board. As on August 1999, the dues payable to the Board by the 
consumer aggregated to Rs.69.58 lakh after adjusting the current consumption 
deposit and ipterest thereon. 

The Board permitted (November 1999) the consumer, on his request, to pay 
the arrears of CC charges in six equal monthly instalments. The Board also 
categorically stated that power supply could be effected as a new service 
connection only on clearing the entire. arrears and on payment of all charges 
that were applicable to a new applicant. The consumer did not pay any 
amount till February 2000. The Board on the request of the consumer agreed 
(February 2000) to recover arrears in 10 instalments as against six instalments 
agreed in November 1999. The Board also reversed its earli er stand and 
agreed to effect a new HT service connection on payment of all charges that 
were applicable to a new service connection bes ides payment of first 
instalment of CC charges arrears. 

Accordingly;· a new service connection was extended (October 2000) to the 
consumer (SC No.223) on payment of first instalment of arrears (Rs.6.96 lakh) 
and the charges for a new HT service connection (Rs. l 7.6 lakh). After paying 
three more instalments of Rs.6.96 lakh each in November 2000, December 
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2000 and January 2001 , the consumer defaulted in payment of arrears and 
consumption charges for the new service connection from February 200 I 
onwards. The new service connection also was disconnected on 16 March 
2001 for noti:.payment of consumption charges. The total amount recoverable 
from the consumer as on March 2001 was Rs.64.02 lakh"' (after giving credit 
for current consumption deposit of Rs.l2 lakh paid in October 2000). This 
amount has not been recovered so far (September 2004). 

The action of the Board in reversing its original stand and g1vmg this 
consumer a new service connection even when he had not paid the arrears 
against the old service connection in full resulted in avoidable loss of Rs.29.80 
lakh (being the arrears in new service connection) besides interest loss of 
Rs.l 0.73 lakh (computed at 12 per cent per annum from April 2001 to March 
2004). 

The matter was reported to the Board/Government in May 2004. The reply is, 
however, awaited (Septeniber L004). 

Non-utilisation of stacking machines resulted in wasteful expenditure 
of Rs.26.52 lakh 

The Company, as a labour saving measure, decided (October 2000) to go in 
for automation of stacking and conveying of commodities in its warehouses. 
The Company placed orders (April 2002) on Ianrus Conveyors, Hosur 
(Taurus) for the supply of two sets of stacking equipment at Rs.6.63 lak.h per 
set, to be installed at the two warehouses (Vellore and Vridhachalam). The 
erection of the frrst set WliS completed and the trial run conducted in V ell ore 
warehouse on 4 June 2002. Taurus, immediately after the erection of the first 
set in Vellore warehouse, informed the Company to increase the existing load 
of the power supply in the warehovse, since the same was found to be 
insufficient to operate the equipment. The second set was installed at 
Villupuram warehouse (instead ofVridhachalam) on 5 July 2002. 

Audit observed that the Corporation did not take any action to increase the 
existing power load in these two warehouses. The Corporation, instead, 
purchased additional two sets of equipments for Dindugal and Mettupalayam 
w~rehouses without increasing the power load of these warehouses also to the 

includfS current consumpJion charges of Rs.29.80 lakh and arrears of Rs.34.22 lakh. 
87 
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required leveL fc;>r b,ene;ficial utilis.ation of the equipment. In absence ot 
· •· required· pow,er~~upply,: al.l_tge ,four stacking<,.eqtiip!llent installed at a cost ot~-~~ 

Rs.26.52lakh:r~iriaiiied.uriiltitiked. · · · ·;- ~·,.O:-' ••· - ~. . . ~ 
. ~- ~~---,._:;·,··- ·,.~;; -___ :,'';f _-. ·-~-:-- - ..... . 

The matter. \Vas' reported '!6 'fhe;Cdrpor~t!on!G'ove;nq-1ent in April 2004. The 
reply is; however, awaited (September 2004) .. · ·' · · · · 

.-;;.-:·. 
'· _,._. 

·. ·-.: :> 

,. 
-:: .. . .;.,· ... ; 

,· _, ·' ·: 
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4U9.ll. The ·Comptroller and Auditor General of India's Audit Reports 
. represent culmination of the proces-s of scrutiny starting with initial inspection 

of accounts and records maintained in the various offices and Departments of 
Government. It is; therefore, 'necessary that they elicit appropriate and timely 
response from the executives .. Finance. Department, Government of Tamil 
Nadu issued instructions (January 1991) to all Administrative Departments to-­
submit explanatory notes _indicating corrective/remedial action taken . or 
proposed to be· taken on the paragmphs and reviews included in· the .Audit 
Reports within six weeks. . . 

Though the Audit Reports for the years 1997-98, 1998-99, 1999'-2000 
2000-01 and 2001-02 were presented 'to the State Legislature in. April 1999, 
May 2000, September 2001, May 2002 and May 2003 respectively, nine out 
of 19 Departments, which were conimerited upon, did not submit explanatory 
notes on 43 out of 139 p~ragraphs/reviews as on August 2004, as indicated 
below: · . -

. ·;·- , .. . ·.-. ·• 

Year ofAmllit TotalJParagraplhs/review . Nllllmlber ofparagraphs/reviews for. 
Report i1111 Allidit Report whiclh explalllatory notes were 11110t 
(Commercial) received 

,, . ; ... ·. 

1997-98 25 ' 1 
•. 

1998-99 . 29'. 5 

1999-2000 . 28 13 

2000-01 25 ' 10 

200P-O~' " .. , ... -:<·: 32 14 
- .. '·• ., . .. L 

-' .;_/~-. 
.. TO'li'AJL, J39 .. · -. '· -< ; ' ~ ·.:. : ; ; : - -: 413 .. . . .. 

-- . ~ ., ·;:•- -
-'r: • :·····' t 
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Department-wise analysis is given in Annexure-21. Departments largely 
responsible for non-submission of explanatory notes were Industries and 
Small Industries. The Government did not respond to even reviews 
highlighting important issues like system failures, mismanagement and non­
adherence of extant provisions. 

4.19.2 The replies to paragraphs were required to be furnished within six 
weeks from the presentation of the Report by Committee on Public 
Undertakings (COPU) to the State Legislature. Replies to 31 paragraphs 
pertaining to 22 Reports of COPU presented to the State Legislature between 
April 1999 and March 2004 had not been received as on August 2004 as 
indicated below: 

Year of COPU Report Total number of Number of pa ragraphs, where 
Reports involved replies not received 

1999-2000 3 4 

2000-0 1 I I 

2001-02 3 4 

2002;-03 14 19 

2003-04 I 3 

TOTAL 22 31 

4.19.3 With a view to assist and facilitate discussion of the paras of persistent 
nature by the State COPU, an exercise has been carried out to verify the extent 
of corrective action taken by the concerned organisation and results thereof are 
indicated in Annexures 22 and 23. 

:· 

Government companies 

Disbursement of loans amounting to Rs.2.49> Grore without due verification of 
adequacy, validity, real worth and genuineness of collateral securities offered; 
sanction of loans in violation of guidelines amounting to Rs.9.69 crore by 
Tamil Nadu Industrial Investment C?rporation Limited and investment of 
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funds of Rs3:56- crore on~ unproductive _projects· by Tamil Nadu -Small 
Industries Develop111ent ·Corporation Limited· were --Included in the Reports · 
(Commercial) of the Comptroller and Audit.or _General of India. for the-years · 
1997-98 to 2001-02, Government of Tamil Nadu. · Action taken by the 
Compcmies/State Government on the · -irregularities as seeri ·_ by Audit. -­
(September 2004)revealed.that the action was belated and inadequate as per· 
details in Allllltlte:X1!11Ire.:22 and that the irregularities were still persisting: -

Stat4tory corporations 

Irregularities by -way extension of tariff concession in contravention of __ _ 
Government Orders. (Rs.2.97. crore) and ptocurement of materials without 
planning· and assessment of requirement (Rs.4.52 crore) in Tamil Nadu 
Electricity Board were included in. Audit .Reports (Commercial) of the __ 
Comptroller and At1ditorGeneral of India for' the years 1998-99 to 200 1.,02, 
Government of Tamil Nadu. · Actio_n taken by the Board/State Government on 
the irregularities as seen ~y Audit (September 2004) revealed that the action · 
were belated and h1adequate- as per details in Allmexuire-23 and .that the 
irregularities werestill persisting. 

The ma:tter was referred-to the Government in, September 2004. The reply is;--== 
however, awaited(October2004}. · -. 

. . 
.· . - . . . 

Audit observations noticed during audit,anci not- settled on the spot are 
communicated to the heads. of PSUs and concemed' departments of State· 
Government through inspection reports. The heads of PSUs are required --to 
fumish replies to the inspection report_s . through respective head of 
departments within a period of six weeks. Inspection reports issued up to 
March 2004 :pertaining to 57 PSUs disclosed that 3,304: paragraphs relating to · 
759 inspection reports remained outstan~ing at the end of September 2004; of 
these, 241 inspection reports containing 857 paragraphs had not beenreplied 
to for more than two 'years: Departineht~wisefbreak-up of inspection reports 
·and ·audit ob.Servatioiis· oUtstanding as ori .30 Septenib·er 2064. is~ given .jn' 
Alllll!lleXll.llire-24. 

Similarly, dniftparagraphs and review~ orithe working ofPSUs are forwarded. 
to the .. Principal. Secretary/Secretary of· the. · administrative department 
concemed demi~official~y seeking confirmation of facts and figures and their 
commentsJhereori within a period of six weeks. It was, however, ob-served. 

_- that _16 draft paragraphs. foiwarded to the. various departments during March to ; 
~ _ September 2004,. as detailed in Altllllllexmre-:-25 had not- been replied- to so Jar· 

(September 2004). · 
. ' . .. . - ·- . ' 

It is recommended that (a)-the Goven:unent should ensure that proceci~re exis~s 
_ fpr action against the officials,. who. failed ;to send replies to inspection 
reports/draft paragraphs/reviews as per the prescribed time schedule, (b) action · 
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to recover loss/outstanding advances/overpayment is taken within prescribed 
time and (c) the system of responding to the audit observations is revamped. 

Chennai 
The 

Or APR 2009 
(T.THEETHAN) 

Accountant General 
(Commercial and Receipt Audit) 

Tamil Nadu SOOl ~d\f 90 

New Delhi 
The t". . ..., 

19 APR 2005 

Countersigned 

91 

(VIJAYENDRA N. KAUL) 
Comptroller and Auditor General 

of India 
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ANNEXURE-1 
N r (Referred to in paragraphs 1.3, 1.4, 1.5 and 1.16) 

C: Statement showing particulars of up-to-date paid-up capital, budgetary outgo, loans given out of budget and loans outstanding as on 
31 March 2004 in respect of Government companies and Statutory corporations 

(Figures in column 3(a) to 4(f) are Rupees in lakh) 

St. Sector and name of the Pa id-up ca pital a t the end of the current year Equity/loans Other 'Loans outstanding at the close of Debt equity 
No. company/Statutory corporation r eceived out of loans 2003-04* ratio for 

budget during the received 2003-04 
yea r during (previous 

State Central Holding Others T ota l Equity Loans 
the yea r' 

Govern- Others Total 
year) 
4(f)/3(e) 

Govern- Govern- com- men! 
ment ment panics 

( I) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(f) (5) 

A. · WORKING COMPANIES 

AG RICULTURE 

I. Tamil Nadu Fisheries Development 445.52 -- --- --- 445.52 
Corporation Limited 

Sector-wise total 445.52 - -- - 445.52 - - - --- - - (0.48: I) 

INDUSTRY 

2. Tamil Nadu Industrial Development 9,417.31 -- --- --- 9,417.31 --- --- 3.686.34 -- 29,278.92 29,278.92 3. 11 : I 
Corporation Limited (TIDCO) (2.91 : I) 

3. Tamil Nadu Industrial Explosives 2,214.14 --- --- 481 54 2,695.68 --- --- --- 3.188.06 -·-- 3,188.06 I 18:1 
Limited ( 1.18: I) 

4. Tamil Nadu Paints and Allied --- -- 2.05 --- 2.05 
Products Limited (Subsidiary of 
TANSI) 

5. Tamil Nadu Smalllndustnes 1,505.26 -- -- --- 1,505.26 --- --- --- 1.166.74 --- 1,166.74 0.78:1 
Corporation Lim1ted (TANSI) (0.78:1) 

6. Tamil Nadu Small Industries 770.00 -·· --- ··- 770.00 --- -- --- 60.07 -·- 60.07 0.08 
Development Corporation Limited (--) 

(SIDCO) 
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(1) (2) 3(a) J(b) 3(c) 3(d) 3(t) 4(a) 4(b) 4(c) 4(d) 4(c) 4(f) (5) 

7. State Industries Promotion 14,321.25 - - - 14,321.25 -- ., ... 4,000.00 - 5,934.30 5.934.30 0.41 :1 
Corporation ofTamil Nadu Limited (0.33: I) 
(SIPCOT) 

8. Tamil Nadu Salt Corporation Limited 31701 - -- -- 317.01 

9. Tamil Nadu Magnesite Limited 1,665.00 - -- ...... 1,665.00 --- 450.00 -- 425.00 --- 425.00 0.26:1 
(----) 

10. Tamil Nadu Leather Development 250.00 -- - - 250.00 --- 126.31 - 907.15 13.50 920.65 3.68. 1 
Corporation Limited (2.07: I) 

Sector-wise total 30,459.97 - 2.05 48154 30,943-'i6 - 576.31 7,686.34 5,747.02 35,226.72 40.973.74 1.32: 1 

·; ., · ; .• (1.81: I ) 

ENGINEERING 

II. State Engineering and Servicing - - 49.71 - 49.71 -- - - 444.34 - 444.34 8.94:1 
Company ofTamil Nadu Limited (8.94:1) 
(SESCOT) (Subsidiary ofT ANSI) 

12. Southern Structurals Limited 3,435.50 --- - 18.80 3,454.30 -- 1,77428 - 5,798.22 - 5.798.22 1.68:1 
(1.06:1) 

Sector-wise total 3,435.50 - 49.71 18.80 3,504.01 - 1,774.28 - 6,242.56 - 6,242.56 1.78:1 
(1.17: 1) 

ELECTRONICS 

13. Electronics Corporation of Tamil 2,593.05 ....... .. ..... -- 2,593.05 
Nadu Limited (ELCOT) 

Sector-wise total 2,593.05 - - - 2,593.05 - - - - - - - .. 
TEXTILES 

14. Tam1l Nadu Textile Corporation 154.00 --- - - 154.00 -- --·- - 246.09 - 246.09 1.60:1 
Limited (1.61.1 ) 

I 5. Tamil Nadu Zari Limited 34.40 -- -- -- 34.40 

Sector-wise total 188.40 - - - 188.40 - - - 246.09 - 246.Q9 1.31 : I 
(1.31 :1) 
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~ 
(I) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(c) 4(1) (5) - HANDLOOM AND HANDICRAFTS i - 16. Tamil Nadu Handicrafts De~elopment 176.69 116.00 ... 0.71 293.40 . .. . .. - 75.49 . .. 75.49 0.26:1 C» 

Ill Corporation Limited (0.44: I) 

17. Tamil Nadu Handloom Development 267.00 -· -· 162.23 429.23 
Corporation Limited 

Sector-wise total 443.69 116.00 ·- 162.94 722.63 - - - 75.49 - 75.49 0.10:1 
(0.18:1) 

FOREST 

18 Tamil Nadu Tea Plantation Corporation 596.18 - ·- - 596.18 -· -· - ·- 188.95 188.95 0.32: 1 
Limited ., ., ·: (0.40: I) 

19. Tamil Nadu Forest Plantation 376.00 - - ... 376.00 76.00 
Corporation Limited 

20. Arasu Rubber Corporation Limited 845.00 ·- ·- ... 845.00 . .. ... ....... . .. 867.69 338. 11 1,205.80 1.43 : I 
(0.76: I) 

Sector-wise total 1,817.18 - - - 1,817.18 76.00 - - 867.69 527.06 1,394.75 0.77:1 
( ... ) 

MINING 

2 1. Tamil Nadu Minerals Limited (TAMIN) 786.90 ... . .. -· 786.90 

Sector-wise total 786.90 - - - 786.90 

CONSTRUCfiON 

22. Tamil Nadu State Construction 500.00 ... . .. ... ....... 500.00 ·- ... 3,480.39 100.00 12,191 .69 12.291.69 24.58:1 
Corporation Limited (22.90: I) 

23. Tamil Nadu Police Housing Corporation 100.00 . .. -- -- 100.00 ·- - -· - 22,630.58 22.630.58 226.31 :1 
Limited (268.48: I) 

Sector-wise total 600.00 - - - 600.00 ... ·- 3,480.39 100.00 34,822.27 34,922.27 58.20:1 
(63.83:1 ) 

DRUGS AND CHEMICALS 

24. Tamil Nadu Medicinal Plant Farms and 20.75 - -· - 20.75 -- --- • 
Herbal Medicine Corporation Limited 

97 



Audit Report (Commercial) for tlte year ended 31 March 2004 

(I) (2) 3(a) 3(b) 3(c) 3(d) 3(c) 4(a) 4(b) 4(c) 4(d) 4(c) 4(f) (5) 

25 . Tam1l Medical Serv1ces Corporation 300.00 -- -- --- 30000 -- --- 2,740.00 ........ 6.889.93 6,889.93 22.97:1 
Limited (22.83.1) 

Sector-wise total 320.75 - - - 320.75 -- - 2,740.00 - 6,889.93 6,889.93 21.48: I 
(21.36: I) 

SUGAR 

26. Tamil Nadu Sugar Corporation 679.15 --- --- 100.00 779.15 
Limited 

27. Perambalur Sugar Mills Limited --- --- 226.75 190.60 41 7.35 
(Subs1d1ary ofT ASCO) 

Sector-wise total ., 679.15 ....... 226.75 29Q.60: 1.196.50 --- - -- ···---

CEMENT 

28. Tamil Nadu Cements Corporation 3,741.80 --- --- ....... 3,741.80 --- -- --- 1.000.00 ........ 1,000.00 0.27: 1 
Limited (0.27: I) 

Sector-wise total 3,741.80 - - -- 3,741.80 -- - -- 1,000.00 -- 1,000.00 0.27:1 
(0.27: I) 

AREA DEVELOPMENT 

29. Dharmapuri D1strict Development 15.00 - ......... -- 15.00 
Corporation Limited 

Sector-wise total 15.00 - - - 15.00 

ECONOMICALLY WEAKER 
SECTION 

30. Tamil Nadu Adi Dravidar Housing 4.355.50 3,619.91 --- --- 7.975 41 --- --- --- 9 19 800 00 809.19 0.10:1 
and Development Corporauon (0.10 I) 
Limited 

31. Tamil Nadu Backward Classes 1,157.01 -- --- --- 1.157.01 --- - 1,000.00 --- 2.944 40 2.944.40 2.54:1 
EconomiC Development Corporation (2 .59: 1) 
Limited 

32. Tamil Nadu Mmonties Econom1c 320.01 - --- --- 320 01 -- - 200.00 -- 200.00 200.00 0.62: 1 
Development Corporation Limited ( ---) 

33. Tamil Nadu Corporation for 40.00 38.42 --- -- 78 42 --- --- --- --- 95 00 95.00 I 21 :1 
Development of Women L1m1ted ( 1.21 : I) 
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( I) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(1) (5) 

34. Tamil Nadu Ex-sercvicemen's 22.91 ....... --- --- 22.91 
Corporation Limited 

Sector-wise total 5,895.43 3,658.33 - - 9,553.76 - -- 1,200.00 9.19 4,039.40 4,048.59 0.42: 1 
(0.41: 1) 

P UBLIC DISTRIBUTION 

35. Tamal Nadu Civil Supplies 3,339.10 -- --- --- 3.339.10 20.00 20,COO.OO ...... 933.00 - 933.00 0.28: 1 
Corporation Limited (0.75: 1) 

Sector-wise total 3,339.10 -- -- - 3,339.10 20.00 20,000.00 -- 933.00 - 933.00 0.28: 1 
(0.75: 1) 

TOURISM ·: ., 

36 Tamil Nadu Tourism Development 678.63 -- -- --- 678 63 -- -- -- 205.32 - 20532 0.30•1 
Corporation Limited (0.30 I) 

Sector-wise tota l 678.63 - -- - 678.63 - - - 205.32 - 205.32 0.30: 1 
(0.30: 1) 

FINANCING 

37. Tamil Nadu Industrial Investment 5,502.28 --- -- 1,747.28 7,249.56 3,000.00 -- 8.200.00 6,100.00 53,067.00 59,167.00 8.16: 1 
Corporation Limited (Til C) (14.46•1) 

38. Tamil Nadu Transport Development 4,303.00 -- -- 1.871 18 6,174.18 -- -- -- - 9,000.00 9,000.00 146•1 
Finance Corporation La mated (---) 

Sector-wise total 9,805.28 - - 3,6 18.46 13,423.74 3,000.00 - 8,200.00 6,100.00 62,067.00 68,167.00 5.08: 1 
(1 4.46: 1) 

INFRASTRUCTU RE 
DEVELOPM ENT 

39. Tamil Nadu Urban Finance and 3,102.00 --- --- 98.00 3,200.00 --- --- 33.024 41 1.956.87 38,024.41 39,981 28 12 49 I 
Infrastructure Development (2 25.1) 
Corporation Limated 

40. Tamil Nadu Po\\er Fanance and 2,200.00 - --- - 2,200.00 - -- --- 11.350.00 10,800.00 22,1 50.00 10.07 I 
Infrastructure Development ( II 61 I) 
Corporation Limited 

41. Tamil Nadu Rural Housing and 300.01 --- --- --- 300.01 
Infrastructure Development 
Corporation Limited 

Sector-wist total 5.602.01 - -- 98.00 5,700.0 1 - - 33.02-'.41 13,306.87 48,824.41 62.131.28 10.90:1 
(6.07:1) 
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Audit Report (Comniercia/) for tlze year e!lded 31 March 2.004 

. ~--~~-- ------ -- -- --·---

(1) . (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(1) (5) 

_TRANSPORT 

42. Metropolitan Transport 24,i96.81 --- --- --- 24,296.81 --- --- 476.13 --- 1,757.20 1,757.20 0.07:1 
Corporation Limited (0.19:1) 

43. • · Tarriil Naau State. Transport. 18,695:96 ---. --- --- 18,695.96 --- --- 2,041.42 --- 14,468.03 14,468.03 0.77: !' 
Corpor~tion (Madurai) Limited (1.01:1) 

44. Tamil Nadu State Transport 7,739.08 . --- --- --- 7,739.08 --- --- 1,900:16 --- 5,746.17 5,746.17 0.74:1 
Corporation (Coimbaton;) Limited .(1.01:1) 

45. · ' Tamil Nadu State Transport 10,484.04 --- --- --- 10,484.04 --- --- 903.33 --- 3,863.70 3,863.70 0.37: f.: 
.. Corporation (Kumbakonam) (0.24:!') 

Limited .. ' '·,: 
·; 

. ~ ' . 

46. Tamil Nad.u State Transport· . 4,034.74 --- --- 4,034.74 --- --- 953.97 --- 2,249.34 . 2,249.34 - O:S6:i 
Corp'onition (Salem) Limited (0.4l:p 

.. 47. Tamil.Nadu State Transport 6,610.21 --- --- --- 6,610.21 --- --- 1,277.28 --- 3,813.38 3,813.38 .0.58:1 
Corporation (Villupuram) Limited (0.86:1) 

48 .. · ... St~te Express Transport 12,075.37 --- --- ---. . 12,075.37 ··--- --- 10Q.OO · --- 15,552.35 15,552.35 1.29:1 
Corporation Limited (1.2l(iL 

_Se~t~r~,;·ise total' . 83;936.21 --- --- --- 83,936.21 --- --- 7,652.29' --- 47,450.17 47,450.17 ·0.57:11; 
-co.6~:iL 

MISCELLANEOUS 

49: Overseas Manpower CorpoJation ·. 15.00 --- --- --- 15.00 
Limited 

50. Tamil Nadu Stale'Marketing 1,110.00 --- --- . --- 1,110.00 250.00 --- 565.88 --- 504.91 504:91 0.45:1 
.<;;orporation Limited (T ASMAC) · .. (~-~)~.-

SJ.. Poompuhar Shipping Corporation 2,053.00 --- --- --- 2,053.00 --- --- --- --- --- --- --~ . .'l 
.. -

Limited :'1' 
. ' .. . :' 

. 52 .. , , Pallavan Transport Consultmicy 10.00 --- . --- --- 10.00 --- --- --- --- 28.99 28.99 2.9d:i 
Services Limited 

Secior~wis'e total 3,188.00 --- --- --- 3,188.00 250.00 --- 565.88 --- 533.90 533.90 0.17:1 
(0.74:0 

. 3,J74.33. : '278.51 3,346.00 2,40,380:86 
--·· 

--TOTAL(A). 1,57,971.57 '4,670.34 1,66,694.75 22,350.59 64;549.31 34,833.23 2,75,214.09 L65:1 
(1.51:-1) 

~~~ 



A1111exures 

(1) (2) 3(a) 3(b) 3(c) 3(d) 3(t) 4(a) 4(b) 4(c) 4(d) 4(t) 4(1) (5) 

B. WORKING STATUTORY 
CORPORATIONS 

POWER 

I. Tamil Nadu Electricity Board 42.500.00 --- -- -- 42,500.00 20,000.00 --- 2. 76.449.21 --- 8,72,965.25 8,72,965.25 20.54:1 
(31.85: I) 

Sector-wise total 42,500.00 - - - 42,500.00 20,000.00 - 2,76,449.21 - 8,72,96!\.25 8,72,965.25 20.54:1 
(31.85: I) 

AGRICULTURE 

2. Tamil Nadu Warehousing 380.50 380.50 - - 761.00 
Corporation ·; 

Sector-wise total 380.50 380.50 - -- 761.00 

TOTAL(B) 42,880.50 380.50 - - 43,261.00 20,000.00 - 2,76,449.21 - 8,72,965.25 8,72,965.25 20.18:1 
(30.81: 1) 

GRAND TOTAL (A+B) 2,00,852.07 4,154.83 278.51 4,670.34 2,09,955.75 23,346.00 22,350.59 3,40,998.52 34,833.23 11,13,346. 11 11,48,179.34 5.47:1 
(5.17:1) 

c. NON-WORKING COMPANIES 

AGRICULTURE 

I. Tamil Nadu Agro Industries 435.98 165.00 -- -- 600.98 --·- -- ...... --- 1,820.66 1,820.66 3.03:1 
Corporat~on Limited (3.93: I) 

2. Tamil Nadu Poultry Development 125.43 - - 1.25 126.68 -- - - - 466.37 466.37 3.68:1 
Corporation Limited (3.68:1) 

3. Tamil Nadu Sugarcane Farm 27.50 -- -- -- 27.50 
Corporation Limited 

4 . Tamil Nadu State Fanns 155.13 -- - -- 155. 13 
Corporation Limited 

5. Tamil Nadu State Tube wells 31 .50 - - --- 31.50 
Corporation Limited 

6. Tamil Nadu Dairy Development 207.36 - - -- 207.36 
Corporation Limited 

Sector-wise total 982.90 165.00 - 1.25 1,149.15 - - - - 2,287.03 2,287.03 1.99:1 
(1.99:1) 
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Audit Report (Commercial) f or the year ellded 31 March 2004 

(I ) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(1) (5) 

INDUSTRY 

7. Tamil Nadu Magnesium and --- -- 362.00 --- 362.00 
Marine Chemicals Limited 
(Subsidiary ofTIDCO) 

8. Tamil Nadu Graphites Limited 10.00 -- -- -- 10.00 

Sector-wise total 10.00 - 362.00 -- 372.00 

ENGINEERING 

9. Tam il Nadu Steels Limited 392.00 - -- ·: --- 392.00 -- - -- . 584.37 465.99 1,050.36 2.68:1 
(2 .68:1) 

Sector-wise tota l 392.00 - - -- 392.00 - - - 584.,37 465.99 1,050.36 2.68:1 
(2.68:1) 

FINANCING 

10. The Chit Corporation of Tamil 5.92 - --- --- 5.92 
Nadu Limited 

Sector-wise tota l 5.92 - --- -- 5.92 

T RANSPORT 

I I. Tamil Nadu Goods Transport 26.56 -- --·- 6. 10 32.66 
Corporation Limited 

Secto r-wise total 26.56 - - 6.10 32.66 

M ISCELLANEOUS 

12. Tam il Nadu State SportS 0.002 - --- -- 0.002 
Development Corporation Li mited 

13. Tam il Nadu Film Development 1,391.00 -- -- --- 1.391 00 - 351.00 --- 907 49 325.00 1.232.49 0.89 I 
Corporation Limited (0.81 I ) 
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Annexures 

(I) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(1) (5) 

14. Tamil Nadu Institute of 510.44 -- -· ... 510.44 
lnfonnation Technology 

Sector-wise total 1,901.442 - - - 1,901.442 - 351.00 - 907.49 325.00 1,232.49 0.65:1 
(0.47:1) 

TOTAL(C) 3,318.822 165.00 362.00 7.35 3,853.172 - 351.00 - 1,491.86 3,078.02 4,569.88 1.19:1 
(1.03:1) 

GRAND TOTAL (A+B+C) 2,04, 170.892** 4,319.83 640.51 4,677.69 2,13,808.922 23,346.00 22,701.59 3,40,998.52 36,325.09 11,16,424.13 11,52,749.22 5.39:1 
(5.08:1) . 

., ., ., . , 
Note 

I . Except in respect of companies which finalised their accounts for 2003-04 (Serial numbers A-1 to 6, 9, II , 13 to 16, 18 to 21, 23 to 28, 34, 36 to 48, 52, B-2, C-2, 8, 
13 and 14) the figures are provisional and as given by the companies/corporations. 

2. • Loans outstanding at the close of2003-04 represent long-term loans only. 
3. •• The figure as per finance accounts is Rs.l ,931.27 crore, the difference is under reconciliation. 
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Audit Report;(Cqmmercial)for tlzeyear_e11ded 31 March 2004 

-- -------

ANNEXURE-2 

(Referred to -in paragraphs 1.6, 1, 7, 1,8, 1.12, 1.15, 1,18, 1.19 .and. L28) 

· .· Summaris.ed financial results of Government cmnpanies and StatutorY corp~~a'tions fo~ the llatest year for which accounts were :finaHsed 

(Figures .hi columinis 7 to 12 and 15 a~:e Rupees in llakh) 
. ' 

. Sl. Sector arid name of Name of· Date of Period of Year in Net Net impact Paid-up Accumu- Capital Total Perceri- Arrears of Turri over Man 
No. .. the; company/ department incorpo- · acco11nts which profit/ of audit capital · Ia ted profit/ · employed' return on tage of. accounts power 

corporation ration accounts loss(-) comments . loss(-) (A) capital total in terms of 
finalised employed .r·eturri on years ... ·; 

capital 
·; 

cmplo-
y~d 

(1) (2) (3) (4) (5) (6) (7) . (S) (9) .' (10) (H) (12) (13) (14) (15) (16) 

A. WOJRKIING 
COMPANIES 

AGlRIC~JLTllJRE 
', 

(-)598.50 I. Tamil Nadu Fisheries Fisheries II April 2003-04 2004-05 (-)14.44 --- '' 445.52 (-)74.68 ; (-)14.44' --- --- 5073.53 228 
Development 1974 
Corporation Limited 

Sector-wise total - .- (-)14.44 - 445;52 (~)598.50 H74.68 (-)14.44 - ----

INDUSTRY. 

2. TamilNad"u Industries ·. 21 May 2003-04 2004-05 40.34 --- 9,417.31 2,359.16 1,86,385.13 3,039.53 1.63 --- 20,903.00 106\ 
Industri'al !965 
Development 
Corporation Limited 
(TIDCO) , ·.1; __ , 

-· 3. Tamil Nadu Industries 9 2003-04 2004-05 (-)253.96 --- 2,695.68 (-)253.96 7,03I.l4 (-)253.96 --- --- 4,299.00 ' 889 
Industrial Explosives February. 
Lin1ited . · 1983 (•. 

' 4~ Tamil Nadu Paints Sri1all 18 2003-04 2004~05 1.49 --- ': 2.05 5.66 ; ~ 12.58 11.30 89.83 '' --- 229.62 ~ l ·, 15 
and Allied Products Industries Novem-: 

·--·· ...... . --------

Limited (Subsidiary · ber 1985 
ofT ANSI) 

' ~. ~ \ ,- : \" . ; ;_ I 
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Amrexures 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II ) (12) (13) (14) ( IS) (16) 

~ 5. Tamil Nadu Small Small 10 Septem- 2003-04 2004-05 (-) 110.28 - 1,505.26 (-)5,974.56 22,789.76 (-)14.93 - - 5.050.57 659 

.... Industries Corporation Industries ber 1965 

r Limited (TANS!) 
.... 
U) 6. Tamil Nadu Small Small 23 March 2003-04 2004-05 17.21 - 770.00 198.88 1,151.30 426.49 37.04 --- 4,824.96 519 

I» 
Industries Development Industries 1970 

Corporation Limited 
(SIDCO) 

7. State Industries Promotion Industries 25 March 2002-03 2003-04 8,575.08 -- 14,321.25 337.75 31,336.45 10,866.05 34.68 I 5,576.03 339 

Corporation ofTamil Nadu 1971 

Limited (SIPcon 

8. Tamil Nadu Salt Industries ., 22 July 1974 2002-03 2003-04 21 .22 Profit for 317.01 162.86 503.00 21.22 4.22 I 952.80 73 

Corporation Limited 
the -year 

"I 

decreased 
by 

Rs. l7.71 
lakh 

9. Tamil Nadu Magnesite Industries 17 January 2003-04 2004-05 (-)203.45 -- 1.665.00 (-}3,862.19 (-)2,382.03 (-)34.24 --- - 2,463.95 634 

Limited 1979 

10. Tamil Nadu Leather Small 2 1 March 2002-03 2003-04 (-)80.41 -- 250.00 (-)1 ,540.13 (-)220.21 (-)7.71 - I - 45 

Development Corporation Industries 1983 

Limited 

Sector-wise total 8,007.24 - 30,943.56 (-)8,566.53 2,46,607.12 14,053.75 5.70 

ENGINEERING 

II. State Engineering and Small 25 April 2003-04 2004-05 (-)57.74 -·-- 49.71 (-}1,727.67 (-) 13.1 0 (-)40 33 --- -- 0.01 2 

Servicing Company of Industries 1977 

Tamil Nadu Limited 
(SEScon (Subsidiary of 
TANS!) 

12. Southern Structurals Industries 17 October 2002-03 2004-05 (-) I ,442.40 -- 3,454.30 (-)I 0, 168.25 (-)13,150.36 (-}786.60 - I NIL NI L 

Limited 1956 

Sector-wise total (-) 1,500. 14 - 3,504.01 (-)11 ,895.92 (-) 13,163.46 (-)826.93 
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Audit Report (Commercial) f or the year ended 31 March 2004 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11 ) (12) (13) (14) (15) (16) 

ELECfRON1CS 

13. Electronics Corporation of Information 21 March 2003-04 2004-05 13.89 --- 2,593.05 109.14 1,962.12 15.76 0.80 -- 724.70 208 
Tamil Nadu Li mited and 1977 
(ELCOT) Technology 

Sector-wise total 13.89 - 2,593.05 109.14 1,962.12 15.76 0.80 

TEXTILES 

14. Tamil Nadu Textile Handloom, 24 April 2003-04 2004-05 23.19 - 154.00 (-)264.91 205.57 52.64 25.61 -- 887.22 144 
Corporation Limited Handicraft, 1969 

Textiles and 
Khadi ., ., ., 

15. Tamil Nadu Zari Limited Hand loom, 6 December 2003-04 2004-05 (-)1.46 - 34.40 291.00 402.79 (-)1.46 --- -- 1,934.49 144 
Handicraft, 1971 
Textiles and 

Khadi 

Sector -wise tota l 2 1.73 - 188.40 26.09 608.36 5 1.18 8.41 

HANDLOOM AND 
HANDICRAFTS .. 16. Tamil Nadu Handicrafts Hand loom, 26 July 1973 2003-04 2004-05 (-)61.84 ...... 293.40 (-)324. 16 265.56 (-)7.68 1,308.00 178 -- ··-
Development CorporatiOQ Handicraft, 
Limited Textiles and 

Khad1 -
17. Tamil Nadu Handloom Hand loom. 10 2002-03 2003-04 (-)12.32 -- 429.24 (-)20.24 940.28 (-)12.32 - I 367.03 33 

Development Corporation Hand1craft, September 
Limited Textiles and 1964 

Khadi 

Sector -wise total (-)74.16 - 722.64 (-)344.40 1,205.84 (-)20.00 

FOREST 

18. Tamil Nadu Tea Plantation Env1ron- 22August 2003-04 2004-05 (-)379.66 -- 596.18 (-)564.98 648.99 352.05 54.25 --- 4,218.85 7.065 
Corporation Limited men! and 1975 

Forest 

19. Tamil Nadu Forest Env1ron- 13 June 1974 2003-04 2004-05 342 79 -- 376.00 2,432.33 2,206 00 358.29 16.24 -- 3,126.00 494 
Plantation Corporation men! and 
Limited Forest 
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Auuexures 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) (12) (13) (14) (15) (16) 

20 Arasu Rubber Corporation Environ- 10 August 2003-04 2004-05 117.44 -- 845.00 (-)2,439.88 {-)357.61 277.90 -- -- 1,454.27 220 
Limited ment and 1984 

Forest 

Sector-wise total 80.57 - 1,817.18 (-)572.53 2,497.38 988.24 39.57 

MINING 

2 1. Tamil Nadu Minerals Industries 6 April 1977 2003-04 2004-05 247.29 --- 786.90 8,778.63 9.195.11 247.29 2.69 --- 9,004.00 1,739 
Limited (T AMfN) 

Sector-wise total 247.29 - 786.90 8,778.63 9,195.11 247.29 2.69 

CONSTRUCTION 

Tamil Nadu State 
'I 

(-)I ,996.27 
' I 

22. Public 8 February 2000-01 2001-02 (-)329.67 --- 500.00 7,597.25 (-)312.40 -- 2 279.75 252 
Construction Corporation Works 1980 
Limited 

23. Tamil Nadu Police Home 30 April 2003-04 2004-05 86.66 -- 100.00 458.72 24.309.77 86.66 0.36 - 8,394.00 279 
Housing Corporation 1981 
Limited 

Sector-wise total (-)243.0 1 - 600.00 (-)1,537.55 31,907.02 (-)225.74 

DRUGS AND 
CHEMICALS 

24. Tamil Nadu Medicinal Indian 27 2003-04 2004-05 110.88 -- 20.75 302.08 363.55 110.88 30.50 -- 791.28 115 
Plant Farms and Herbal 'Medicine .September 
Medicine Corporation and Homeo- 1983 
Limited palhy 

25. Tamil Nadu Medical Health and I July 1994 2003-04 2004-05 97.98 --- 300.00 133.16 558.51 97.98 17.54 - 12,136.00 264 
Services Corporation Family 
Limited Welfare 

Sector-wise total 208.86 - 320.75 435.24 922.06 208.86 22.65 

SUGAR 

26 Tamil Nadu Sugar Industries 17 October 2003-04 2004-05 (-)881.51 -- 779.15 (-)6.804.69 2.819 00 389.90 13.83 -- 4.043.67 935 
Corporation Limited 1974 
(TASCO) 

27. Perambalur Sugar Mills Industries 24 July 1976 2003-04 2004-05 (-)823.60 -- 417.35 (-)5.867.82 2.846.47 243.80 8.56 - 3,161.86 565 
Limited (Subsidiary of 
TASCO) 

Sector-wise total (-)1,705.11 - 1,196.50 (-)12,672.51 5,665.47 633.70 11.19 
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Audit Report (Commercial) for t!te year euded 31 Marcft 2004 

(I ) (2) (3) (4) (5) (6) (7) (8) (9) (I 0) ( II ) (12) (13) (1 4) (IS) (16) 

CEMENT 

28. Tamil Nadu Cements Industries II 2003-04 2004-05 (-)863. 79 ....... 3.741.80 ( -)5, 765.69 11, 120.40 (-)19.18 --·- --- 16,596.09 2,022 
Corporation Limited February 

1976 

Sector-wise total (-)863.79 - 3,74 1.80 (-)5,765.69 11,120.40 (-)19.18 

AREA DEVELOPMENT 

29 Dhannapuri District Rural Develop- 7 2002-03 2004-05 20.64 --- 15.00 94.94 148.90 21.91 14.71 I - 67 
Development Corporation ment and Local November 
Limited Administration 1975 

·: Sector-wise total 20.64 - ·: 15.00 94.94 148.90 21.91 t4.71 

ECONOi\'IJCALL Y 
WEAKER SECTION 

30 Tam1l Nadu Adi Dravidar Adi Dravidar 15 2001-02 2004-05 140.27 -- 7.575.41 105.19 11 ,176.60 265.81 2.38 2 -- 526 
Housmg and Development and Tribal February 
Corporation Limited Welfare 1974 

31. Tamil Nadu Bad.'ward Bact..-ward 16 2002-03 2003-04 36.27 1.157.01 136.39 4,313.23 91.84 2.13 I 142.09 14 
C lasses Economic Classes and November 
Development Corporation Most Backward 1981 
L1mited Classes Welfare 

32. Tamil Nadu Minorities Backward 31 August 2002-03 2003-04 0.42 --- 320.00 15.52 344.54 0.42 0.12 I 273.39 10 
Economic Development • Classes and 1999 
Corpora tion Limited Most Bact..-ward 

Classes Welfare , 
33 Tamil Nadu Corporation Social Welfare 9 2002-03 2003-04 (-)99.34 Profit of 7842 (-)257.31 93.03 (-)93.64 -- I - 40 

for Development of and Noon-Meal December Rs.36.40 lakh 
Women Limited Programme 1983 changed into 

loss of Rs. 99.24 
lakh 

34 Tamil Nadu Ex- Public (Ex- 28 2003-04 2004-05 400.42 ........ 22.91 1,020.55 1,066.08 404.59 37 95 -·- N.A N.A 
scrcv1cemen 's Corporation service-men) January 
L1m1ted 1986 

Sector- wise tota l 478.04 9,153.75 1,020.34 16,993.48 669.02 3.94 
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Annexures 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (ll) (12) (13) (14) (15) (16) 

PUBLIC DISTRIBUTION 

35. Tamil Nadu Food and 21 2002-03 2003-04 (-)8,403.47 Loss for 3,319.10 (-)8,403.47 6.976.73 930.90 13.34 I 2.61,707.46 14,171 

Civil Supplies Consumer April lhe year 
Corporation protection 1972 and 
Limited subsidy 

recei-
vable 
from 
the 

Govern 
ment in-
creased .,. by 'I ·: 

Rs.4.58 
crorc 

Sector-wise (-)8,403.47 - 3,319.10 (-)8,403.47 6,976.73 930.90 13.34 

total 

TOURISM 

36. Tamil Nadu In forma- 30 June 2003-04 2004-05 287.64 -- 678.63 102.43 1,627.91 314.35 19.31 -- 3.946.78 650 

Tourism tion and 1971 
Development Tourism 
Corporation 
Limited 

Sector-wise total • 287.64" - 678.63 102.4j 1,627.91 '314.35 19.31 

FINANCING 

37. Tamil Nadu Small 26 2003-04 2004-05 220.82 - 7.249.56 (-)32.885.09 1,02,4 18.78 10,038.31 9.80 --- 12.400.00 708 

Industrial Industries March 
Investment 1949 
Corporation 
Limited (TIIC) 

38. Tamil Nadu Transport 25 2003-04 2004-05 296.70 -- 6.174.18 5.433.29 1,09,617.37 11 ,361.06 10.36 - 14.163.07 43 

Transport March 
Development 1975 
Finance 
Corporation 
Limited 

Sector-wise total 517.52 - 13,423.75 (-)27,451.80 2,12,036.15 21,399.37 10.09 
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AuditReport (Commercial) for the year ended 31 Marcil 2004 

"- --- ---··-·-- ----- -- -·-- ··-·- ···---- ---- . --------------- ····· -- ··-- -~--- -·-··-·--- - ----· --·-·-- - ·- - --- ·--------- ---------- - --------------·-- -- . 
~--- ----------- - ---- ·------ ----- --· ---- ---- ---- -----;--· --· --

(1) . (2) . (3) . (4) (5) (6) . (7) (8) (9) (10) (H) . (12) (13). (14) (15) (16) 
' ' . . 

INFRASTRUCTURE DEVELOPMENT 

39. Tamil Nadu Urban Finance Municipal 21 March 2003-04 2004-05 3,330.65, ' ---- 3,200.00 2,454.03 ' 44,785.74 6,725.36 15.02 --- 7,773.69 48 
and .Infrastructure ··. Admini- 1990 
Development Corporation strati on 
Limited and Water 

Supply 

40. Tamil Nadu Power Finance Energy 27 June 1991 2003-04 '2004-05 487.20. --- . 2,200.00 3,242.10 · I ,62,900.08 16,999.64 10.44 --- 20,984.00' 22 
and lnfrastruct,ure . 
Development y.orporation 
Limited 

41. Tamil Nadu.Rural Ho,.using , Rural 20 January 2003-04 2004-05 ·; (-)0,44 300.01 (-)62.76 (-)8.,957.59 (-)0.44 
and InfrasttuctureDevelopc Develop- 1999 
ment Corporation· Limited ment 

Sector-wise total. . 3.817.41 5,700;01 5,633.37 1,98;728.23 23,724.56 
- . 

11.94 ---
TRANSPORT 

42. Metropolitan Trans~port. "Tnlnsport 10 December . 2003-04 i004-05 (~)842.30 24;296.81 (-)40,018.32 (-)6,524.80 425.21 --- --- 43,500.07 19,193 
Corporation· Liinited 1971· 

43. Tamil Nadu State 'Transport Transport 10 December i003-q4 2004-05 (-)454.46 --- 18,695.96 (-)64, I 06.84 (-) 14,248.42 4,120.51 --- --- 71,182.98 23,878 
Corporation (Madurai) 1971 
Limited 

.. 
44. Tamil Nadu State Transport 1,_876,77 Tr~~:nsport 17 February _ 2003-04' 2004-05' 673.12 --- 7,739.08 (-)21,519.71 (-)5,644.85 --- --- 44,404.84 . 1.7;138 

·. Corporation (Coimbatore) 1972 -
Limited 

----
2004:05 i - - 59,153.14 ··- -· 18,834 45. Tamil Nadu State'Transport Transport 17 February 2003-04 1,991.93' --- 10,484.04 (-)23,462.88 (-)1,903.86 3,618.12 ....... ---

Corporation (Kuinbakonam) 1972 
Limited 

46. .. Taniil Nadu State Tra11sport · · Transport 23 January 2003-04 2004-05' 221.25 '. 4,034.74 ( -)8,928,44 (-.)I ,521.72 '692.11 --- --- 31,661.14 10.682 
Corporation (Salem) Limited 1973 

. ' 

T~mil NaduState Transport 55,703.59 • .· .47. Transport . 9 January 2003-04 2004~05 650.50 . --- 6,610.21 (-)17,037.38 (-)515.31 1,200.46 --- --- . 17;858 
··'Corporation (Villupur~m) ·1975 

Limited · 
. ' 

2003~o4 · · • 2oo4-o5 48. State Express Transport · · . -Transport · 14 January. .(-)2;002.21 . .. ,..; .... ·· 12,075.37 (-)38;113.09 . (-)9,734:85 (-)1,512.94 ---' --- 21,204.06 7,653 
Corporation Li~n!ted · · '1980' 

); : ~ ~ ... ' 

Sector-wise total 237.83 --- 83,936.21 (-)2,13,186.66 (-)40,093.81 10,420.24 

., .. lli 



Amrexures 

':" 
~ 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II ) (12) (13) (14) (15) (16) 

j . 
N 

MISCELLANEOUS 

c 49. Overseas Manpower Labour 30 2002-03 2003-04 9.27 --- 15.00 22.63 37.90 9.29 24.51 I 144.00 19 
Corporation Limited and Novem-

employ- ber 1978 
ment 

50. Tamil Nadu State Prohibi- 23 May 2002-03 2003-04 (-)23.17 - 860.00 61.08 5,529.03 76.90 1.39 I 3,35,934.00 33,953 
Marketing Corporation tion and 1983 
Limited (T ASMAC) Excise 

51. Poompuhar Shipping Highways II April 2002-03 2003-04 (-)554.42 2,053.00 (-)1,382.1 1 4,362.89 (-)326.35 --- I 36,359.00 167 
Corporation Limited 1974 

52. Pallavan Transpon Transpon 20 2003-04 2004-05 2.65 -- 10.00 (-)69.94 (-)26.58 5.84 -- - 45.21 17 
Consultancy Services Fe~.ruary ., 
Limited 1984 

Sector-wise total (-)565.67 -- 2,938.00 (-)I ,368.34 9,903.24 (-)234.32 

TOTAL(A) 568.87 - 1,66,024.76 (-)2,76,163.72 7,04,773.57 72,338.52 10.26 

B. WORKING STATUTORY CORPORATIONS 

POWER 

I. Tamil Nadu Electricity Energy I July 2002-03 2003-04 11,257.00 Net 22,500.00 (-)1,29,563.00 9,85,656.00 79,030.00 8.02 I 9,46,364.00 87,329 
Board 1957 surplus 

decreased 
by 

Rs.4.24 
crore 

Sector-wise total 11,257.00 - 22,500.00 (-)1,29,563.00 9,85,656.00 79,030.00 8.02 

Ill 



1- 1 Ill 

Audit Report (Commercial) for tlte year ended 31 Mardi 2004 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) (II) (12) (13) (14) (15) (16) 

AGRICULTURE 

2. Tamil Nadu Food and 2 May 2003-04 2004-05 117.85 - 761.00 3,127.63 3.902.80 117.85 3.02 - 1,309.18 575 
Warehousing Consumer 1958 
Corporation Protection 

Stctor-wisc total 117.85 - 761.00 3,127.63 3,902.80 117.85 3.02 

TOTAL(B) 11,374.85 - 23,261.00 (-) 1,26,-435.37 9,89,558.80 79,147.85 8.00 

GRAN'D TOTAL 11,943.72 - 1,89.285.76 (-)4,02,599.09 16,94,332.37 I ,51,486.37 8.94 
(A+B) 

c. NON-WORKING 
COMPAIES -.. -.. "I ., 

AGRICllL TURE 

I. Tan,til Nadu Agro Agricul- IS July 2002-03 2003-04 (-)743.72 - 600.98 (-)4,290. 72 532.46 (-)373.43 - I NIL NIL 
Industries ture 1966 
Development 
Corporation Limited 

2. Tamil Nadu Poultry Animal 12 July 2003-04 2004-05 (-)3.24 - 126.68 (-)985.60 (-)66.89 (-)3.24 
Development Husban- 1973 
Corporation Limited dry and 

Fisheries 

3. Tamil Nadu Agricul- 22 2000-01 2001-02 (-)0.16 - 27.50 (-)1 7.62 9.87 (-)0.16 - 2 
Sugarcane Farm ture February 
Corporation Limited 1975 

4. Tamil Nadu State Agricul- 8 2002-03 2003-04 (-)0.23 - 155.13 (-)1 ,736.36 0.22 (-)0.23 - I 0.06 
Farms Corporation ture December 
Limited 1974 

5. Tamil Nadu State Public 19 March 1998-99 2000-01 (-)2.39 --- 31.50 (-)209.07 72.10 (-)2.39 - s o.ss 
T ube wells Works 1982 
Corporation Limited 

6. Tamil Nadu Dairy Agricul- 4 May 1993-94 2001-02 (-)1 66.67 -- 207.36 (-)207.48 (-)0.12 (-)166.67 -- 10 
Development turc 1972 
Corporation Limited -• Sector-wise total (-)916.4 1 - 1,149.15 (-)7,446.85 547.64 (-)546.12 
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An11exures 

(I) (2) (3) (4) (S) (6) (7) (8) (9) (10) (II) (12) (13) (14) ( IS) (16) 

INDUSTR Y 

7. Tamil Nadu Magnesium Industries 10 February 1999- 2000-01 (-)380.52 --- 362.00 (-)1.550.8 1 140.38 (-)380.52 - 4 
and Marine Chemicals 1987 2000 
Limited (Subsidiary of 
TIDCO) 

8. Tamil Nadu Graphites Industries 19 March 2003-04 2004-05 (-)0.20 - 10.00 (-)7.12 2.88 (-)0.20 - - NIL NIL 
Limited 1997 

Sector-wise total (-)380.72 - 372.00 (-)1,557.93 143.26 (-)380.72 

ENGINEERING 

9. Tamil Nedu Steels Industries 17 1999- 2000-01 (-)941.19 - 392.00 (-)7.131.27 (-)2.053.95 (-)79.97 - 4 - -:-

Limited September 2000 
1981 

Sector-wise total (-)94 1.19 - 392.00 (-)7,131.27 (-)2,053.95 (-)79.97 

FINANCING 

10. The Chit Corporation of Com mer- II January 2002-03 2004-05 (-)3 .53 - 5.92 (-)51.00 (-)25.90 (-)3.53 - I 0.91 2 
Tamil Nadu Limited cial Taxes 1984 

Sector-wise total (-)3.53 - 5.92 (-)51.00 (-)25.90 (-)3.53 

TRANSPORT 

II. Tamil Nadu Goods Transport 26 March 1989-90 
Transport Corporation 19'75 

0.2! - 32.66 (-)132.55 (-)29.85 6,57 Under liq~idation since March 1990 

· Limited 

Sector -wise total 0.21 - 32.66 (-)132.55 (-)29.85 6.57 

MISCELLANEOl iS 

12. Tamil Nadu State SportS Education 15 Novem- 1991 -92 2003-04 (-)9.71 - 0.002 127.86 146.92 (-)9.71 - 12 
Development ber 1984 
Corporation Limited 

• 
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Ill 

Audit Report (Commercial) for the year ended 3 I March 2004 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16) 

13. Tamil Nadu Film In forma- 12 April 2003-04 2004-05 3.67 -··- 1,391.00 (-) 1,228.33 1,400.00 3.67 0.26 --- 48.05 4 
Development tion and 1972 
Corporation Limited Tourism 

14. Tamil Nadu Institute of Higher 20 2003-04 2004-05 --- --- 510.44 (-)510.44 --- --- --- --- NIL NIL 
Information Technology Education February 

1998 

Sector-wise total (-)6.04 - 1,901.442 (-)1,610.91 1,546.92 (-)6.04 

TOTAL(C) (-)2,247.68 - 3,853.172 (-)17,930.51 128.12 (-) 1,009.81 

GRAND TOTAL 9,696.04 - 1,93,138.932 (-)4,20,529.60 16,94,460.49 1,50,476.56 8.88 
(A+B+C) 

NOTE: 

A: Capital employed represents net fixed assets (including capital work-in-progress) PLUS working capital except in case of finance companies/corporations, where the capital employed 
is worked out as a mean of aggregate of the opening and closing balances of paid-up capital, free reserves, bonds, deposits and borrowings (including refinances). 
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ANNEXURE-3 

(Referred to in paragraph 1.5) 

Amrexures 

Statement showing subsidy/grants received, guarantees received, waiver of dues, loans on which moratorium allowed and loans converted into equity 
during the year and subsidy receivable and guarantees outstanding at the end of March 2004 

(Figures in columns 3(a) to 7 are Rupees in lakh) 

Sl. Name of the company/ ASubsidy received during the year *Guarantees received during the year and outstanding at the end of the Waiver of dues during the year Loans Loans 
No. Statutory corporation ye.ar on con-

which nrted 
Central State Others Total Cash credit Loans from other Letters Payment Total Loans Inter- Penal Total mora- into 
Govern-, Govern- from banks sources of obliga- repjly- est inter- torium equity 
ment ment credit tion ment waived est allo- during 

opened under written waived wed the 
by agree- ofT year 
banks ment 
in with 
respect foreign 
of consul-
import tants 

(I) (2) J(R) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) S(a) S(b) S(c) S(d) (6) (7) 

(A) WORKING COMPANIES 

INDUSTRY 

I. Tamil Nadu Industrial 1,450.00 76.63 - 1,526.63 -- (1,43,885.15) -·-- -- (I ,43,885.15) 
Development Corporation 
Limited 

2. Tamil Nadu Small Industries -- - - -- (709.21) (300.00) --·- - (1 ,009.21 ) 
Corporation Limited (TANSJ) 

3. Tamil Nadu Small Industries 138.61 100.00 - 238.61 
Development Corporation 
Limited 

4. Tamil Nadu Leather --- --- --- --- (75.00) --- --- --- (75.00) 
Development Corporation 
Limited 
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jJ L ··I 

Audit Report (Commerda/) for the y(!ar ended 31. March 2004 

(1) ~2) 

ENGINEERING 

5.. s6utherri S~ruc~ural~ Limited 
- ~· :··I 

ELECTRONICS. 

6. Electror1i~s C~rporiiti~n ofTamil 

7. 

8. 

. Nadti Limited 1 
• • • 

TEXHLES 

:ramll Nadu
1
Zari Liniitep , 

HAND LOOM AND 
HANDICRAFTS .·. 

Tam\; Nad;1 Handicr~fts 
Qeve!opment C()rpo.ration 
Limited · · 

9. Tamii N~d~ Handioom 
Development C~rporation · 
pniited · 

FOREST 

10. Taini!'Nadu Tea Phintation 
¢orpor~tion Li1l1ited · 

11. • Arasu Rubber C()rporation 
Limited 

CONSTRUCTION--

12. Tan~il Nadu St~te Construction 
Corporation Limited 

13. Tamil Nadu Police'H~using 
Corporation Limited · · 

DRU,GS AND CHEMICALS . .. . . ' '. . . 

14. Tamil Nadu Medical Services 
; ,_ Corporation Limited. 

SUGAR .. · 

is. T~mil Nadu SugarC~rporation 
Limited· · ' 

3(a) ·3(b) 3(c) .. 

253.91 

12.50 

11.24 27.00 
(9.70) 

0:70 

'• 

i' 

~.-

3(d) 

253.91 . 

12.50 

38.24 
(9.70)> 

0.70 

4(a) 

729.85 
(729.85). 

·; 

(550.00) 

(109.91) 

4(b) 

(188.95) 

1,6d7.8s 
( 12,488.69) 

(22,631.00) 

.. ' ,,. . . (6,889.93) 

.{.• 

3,823.29 
(3,823.0 I) 

~ :· ·, 
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4(c) 4(d) 4(c) 

729.85 
(729.85) 

·; 

(550.00) 

. (188.95) 

1,607.85 
( 12.598.60) 

(22,631.00) 

·(6.889.93) 

3,823.29 
(3,823.01) 

5(a) 

·~· \ 

5(b) 5(c) 5(d) (6) (7) 

·; 

---.J' 



Anne:wres 

(I) (2) J (a) J(b) J(r) J (d) 4(a) 4(b) 4(r) 4(d) 4(r ) S(a) S(b) 5(c) S(d) (6) (7) 

16. Perambalur Sugar Mills - - - - 3.862.00 - - - 3,862.00 
Limited ( 1,451.89) ( 1.45 1.89) 

ECONOMICALLY 
WEAKER SECfiON 

17. Tamil Nadu Adi Dravidar 3,800.74 - - 3,800.74 
Housing and Development 
Corporation Limited 

18. Tamil Nadu Backward - 63.25 - 63.25 - 7,027.07 --- - 7,027.07 
Classes Economic (2,944.40) (2,944.40) 
Development Corporation 
Limited ., ., ·: ., 

19 Tamil Nadu Minorities - 7.80 - 7.80 
Economic Development 
Corporation L1m1ted 

20 Tamil Nadu Corporation for - 2.718.35 - 2,718.35 - 75.00 - - 75.00 
Development of Women (65.62) (65.62) 
Limited 

PUBLIC OISTRIBtrriON 

21. Tamil Nadu Civil Supplies - 80,000.00 - 80.000.00 (2,000.00) - - -- (2.000.00) 
Corporation Limited 

TOURISM 
-

22. Tamil Nadu Tourism 70.21 - --- 70.21 
Development Corporation 
Limited 

FINANCING 

23. Tamil Nadu Industrial - 1,000.00 - 1.000.00 - 8,200.00 -- -- 8.200.00 
Investment Corporation (59,117.00)) (~9. 117.00)) 

Limited 

24 Tamil Nadu Transpon - - - - - (9,000.00) - - (9.000.00) 
Development Fmance 
Corporation L1m1ted 
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Audit Report (Commercial) for the year ended 3 I March 2004 

( I ) (2) 3(a) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) S(a) 5(b) 5(c) 5(d) (6) (7) 

INFRASTRUCTURE 
DEVELOPMENT 

25. Tamil Nadu Urban Finance 4,464.13 5,238.73 -- 9,702.86 
and Infrastructure (155.23) (1.358.93) ( 1,514.16) 
Development Corporation 
Limited 

26. Tamil Nadu Power Finance - - - - - 3.000.00 - - 3.000.00 
and Infrastructure 
Development Corporation 
Limited 

T RANSPORT ., ., 
27. Tamil Nadu State Transport - 1.967.33 -- 1,967.33 896.61 -- -- -- 896.61 

Corporation (Madurai) (34.38) (34.38) (225.00) (225.00) 
Limited 

28. Tamil Nadu State Transport - 2.66600 - 2,666.00 
Corporation (Coimbatore) (962.00) (962.00) 
Limited 

29. Tamil Nadu State Transport - 1.878.00 -- 1,878.00 
Corporation (Kumbakonam) (346.00) (346.00) 
Limited 

30. Tamil Nadu State Transport ··-- 63000 - 630.00 
Corporation (Villupuram) 
Limited 

I 

MISCELLANEOUS 

3 1. Tamil Nadu State Marketing ... ... . .. . .. 5,804.00 (6.500.00) --- - 5,804.00 
Corporation Limited (6,500.00) 

TOTAL(A) 9,947.43 96,627.00 0.70 1,06,575.13 15,115.75 19,909.92 - - 35,025.67 
(164.93) (2,701.3 1) (2,866.24) (9,673.87) (2,64,010.74) (2, 73,684.61) 

1 ~ 



.., 
' .. 
I .. 

- . 
(I) (2) J(a) J(b) J(c) 

(B) STATUTORY 
CORPORATIONS 

32. Tamil Nadu Electricity Board 20,156.45 25,000.00 ---
(grants) 

TOTAL(B) 20,156.45 25,000.00 -
(grants) 

J(d) 4(a) 

25,000.00 --
20,156.45 
(grants) 

25,000.00 -
20,156.45 
(grants) 

4(b) 

78,819.00 
(4,64,204.00) 

78,819.00 
(4,64,204.00) 

4(c) 4(d) 4(e) 

78,819.00 
(4,64,204.00) 

78,819.00 
(4,64,204.00) 

GRAND TOTAL (A+B) 9,947.43 1,21,627.00 0.70 1,31,575.13 15,115.75 98,728.92 - - 1,13,844.67 

A 

* 

(164.93) (2,701.31)) (2,866.24) (9,673.87) (7,28,214.74) (7,37,888.61) 
20,156.45 20,156.45 
~~n~ ~~n~ 

Subsidy includes subsidy receivable at the end of year, which is also shown in brackets. 
Figures in bracket indicate guarantees outstanding at the end of the year. 

5(a) 5(b) 5(c) 5(d) (6) (7) 

Except in respect of companies which finalised their accounts for 2003-04 (Serial numbers A-I to 3, 6 to 8, 10, II 13 to 16, 22 to 30) the figures are provisional and as given by the 
companies/corporations. 

' 
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A~tditReport (Commercial) for tlze year e1ided j I March 2004 

i 

ANNEXURE-41 

(Referred! to in paragraph 1. 7) 

Statement shownng :financial position of Statutory corporations 

'· 

I 
· (Ru'pees in,crore) 

i Particulars 2001-02 . 2002-03 2003~04 

I (Prov,isional) 
I 

l.TAMIL NADU ELECTRICITY BOARD -

I 

· UABKLl!TIES · A.'. 
I ., 

Eqhity capital,.; 200.00 225.00 425.00 

Lohns from Government 
:· --- ---

Otller long-term loans (including bonds) 6,492.45 7,281.82 9,139.65 

Re~erves and surplus 1,20975 1,314.81 "1,344.32 

Ot~ers (subsidy) 2,068.28' 2,346.99 2,765:03 

Cuh-entliabilities and provisions 7,070.00 6,324.95 5,933.63 

TdTAL(A) 17,040.48 17,493.57 19,607.63 

B' '. ASSETS 

Gross fixed assets 
i 

13;135.79 14,769.20 15,923.52 . 

LE~S: ·Depreciation 4,508.66 5,329.05 6,289.80 

·. · Nei fixed assets . 8;627.13 9,440.15 9,633.72 

Capital works-in-progress 
I . 

3,309.42 2,910,38 3,326.40 

Assets not in use 1.41 2.55 0.21 
I 

Deferred cost 
:· 

4.00 4.59 4.94 
. I 

•, 

Current assets 3,666.97 3,830.98 4,170.54 
I· 

. Investments 23.35 9.29 9.77 

_Sub:sidy receivable from the Government --- --- ---

Mis~ellaneous expenditure 1,408.20 1,295.63 2,462.05 

Deficits ·--- --- ---

TOTAL(B) 
. 

17,040.48 17,493.57 19,607.63 

c. : CAPITAL EMPLOYED"' 8,533~52 9~856.56 11,197.03 

It represents loan converted into equity· capit~Land are subjectto adjustment against subsidy I:eceivable 

i 
i 

from Government. · 

Capital employed represents net fixed assets (including works"in~progress )· PLUS· working capital.· •· · •·· 
While \VOrking out. working capital, the. element of deferred cost and investments are_ excluded from 
current assets. . .. 

U20 
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Annexures 

(Rupees in crore) 

2.TAM IL NADU WAREHOUSING CORPORATION 

P~rticulars 2001-02 2002-03 2003-04 

A. LIABILITIES 

Paid-up capital 7.6 1 7.6 1 7.61 

Reserves and surplus 27.68 30.40 3 1.27 

Subsidy 0.19 0.19 0. 19 .. 
Trade dues and current liabilities (including provision) 8.34 7.25 7.43 

TOTAL 43.82 45.45 46.50 

B. ASSETS 

Gross block 36.92 39.89 40.02 

LESS: Depreciation 10.13 10.93 12.01 

Net fixed assets 26.79 28.96 28.0 1 

Capital works-in-progress 0.32 0.05 ---
Current assets, loans and advances 16.7 1 16.44 18.49 

TOTAL 43.82 45.45 46.50 

c. CAPITAL EMPLOYED• 35.88 38.20 39.07 

Capital employed represents net fixed assets PLUS working capital 
121 
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udit f?.eport (Cominercial)for tlze yiiar ended 31 March 2004 

I. 
! 

st 
No 
1,1 

: 
2! ., 

I 

! 
: 

3. i 
4.1 
5 ! 0! 

6. i 

! . 

i 

'I 
I 

I 
I, 

- i 

7. 
i 

8. 
I 

9.: 
xo.i 

ANNEXURJE~5 
(R~ferred to in. pa'ragrap~ 1.7) 

Statemen.t showing working results ofSta:tutory corporations 

11' AMIJL NADU ElLEC'fRICITY BOARD 
-

(Rupees in crore) 
•- ,o'• 

Particulars 2001-02 2002-03 2003-04 
(Provisional) 

(a) Revenue re5eipts . :· . 
8,222.47 9,515.74 11 ;431 :32_' ... 

(b) Subsidy/subvention from Government 322.50 
. 

2,212.14 - ;. - 250.00 

TOT AlL·· -. 8,544.97 H;727.88 H,68t32 

_Revenue expenditure (net of expenses capitalised) 11,733.98 '10,203.30 ''11,485;96 ·. 
including write off of intangible assets but excluding 

-depreciation and interest .. --

' .. . . . --
195:36 Gr9ss.surplus (+)/~dicit(-) for the year (1~2) (-)3, 189:ol 1;524.58 

: 

305J1 
.. 

Adjustments relating to previous years - (")459.18' 82.45-

Final gr~ss surplus ( +) I deficit(-) for the year(3+4) ( -)3,648.1 9. 1,607.03-
-. ·.50();()7-· 

~ 

8i6.73 965.86 . (a) Depreciation (LESS: Capitalised) 661.76 
-

'(b) Interest on Government loans · --- --- ---
-

(c) Interest on· others, bonds, advance; etc., and 779.53 93!:72 . 922.38 ·. 
finance charges 

(d) Total interest on loans and:·finance charges (b)+· 779.53 931.72 922:38 
(c) _, --

(e) LESS: Interest capitalized 237.59 253:99 22Ll5 

(f) Net interest charged to revenue (d)- (e) 541.94 . . 677.73 701.2.3 

(g) Total appropriations (a)+ (f) 1,203,70 - 1,494:46 . 1,667.09 

Surplus(+) /deficit (-)before accounting for subsidy (-)5,174.39 (-)2,099 . .57 (-)1,416.42 .. 
from State Government {(5)- 6 (g)- I (b)} '-

Net surplus(+)/ deficit(-) {(5)- 6(g)} (-)4,851'.89 112.57 {-)1;166.42 

TotalretunLoRcapitai employed" - - (-)4,309.95 790.30 (-)465.19 -
_. 

Percentage ofreturn on capital employed ,--- 8.02 .. ---~ 

Total return on capital employed represents net surplus/deficit PLUS total interest charged to Profit and 
Loss account (LESS interest capitalised). - -
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Auuexures 

(Rupees in crore) 

2.TAMIL NADU WAREHOUSING CORPORATION 

Particulars 2001-02 2002-03 2003-04 

I. Income 

(a) Warehousing charges 19.00 15.76 11 .72 

(b) Other income 1.47 1.21 1.37 

TOTAL 20.47 16.97 13.09 

2. Expenses 

(a) Establishment charges 7.03 7.3 1 7.41 

(b) Other expenses 9.88 6.81 4.40 

TOTAL 16.91 14.12 11.81 

3. Profit (+)I Loss (-) before tax 3.56 2.85 1.28 

4. Other appropriations/adjustments (-)0.04 0.46 0.10 

5. Amount available for dividend 3.52 3.31 1.18 

6. Dividend for the year (including dividend tax) 0.76 0.53 0.31 

7. Total return on capital employed 3.52 2.71 1.18 

8. Percentage of return on capital employed 9.81 7.09 3.02 
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I 
I-

ANNEXUR.E.:6 

(R.eferir~d to in paragraph LH) 

Stat~ment showing operational performance of Statutory corporations 

]l TAMIL NA.DU ELECTRICITY BOARD 

I 

2001-02- 2003:04. Sl. Particulars 2002-03 
l'jo (Provisional) 

1! Installed capacity (MW) 

(~) Thermal 2,970 2,970 2,970 

(b) Hyde I 1,996 1,996 1,996 
I ' 

227 (c) Gas ., 321 424 

(d) Other 19 19 19 
' . 

i TOTAL . 5,212 5,306 5,409 

2~ Normal maximum demand 6;687 - .6,957 7,228 

I 
Percentage increase/decrease (-) over previous year 6.31 4.04 3:89 ... 

I 

3. _Power generated (MKWH) 

(~) - Thermal 20,325 21,080 - i 20;431 

(b) Hyde! 4;350 . 2,724 .-.- . 2,067 

((::) Gas 
I 

870 - 1,107 1,592-

(~) Other 17 '; 18 ;·' 24 

TOTAL 25,?62· 24,9.29 24,114 

! Percentage increase/decrease(-) over previous year 1.65 (~)2.48 (-)3.27 
1-

LESS: Auxiliary consumption I 

i 

(~) Thermal 1,772 1,811 1,736 

I (Percentage) 8.72 8.59 'l 8.50 ' -. 
I 

(b) Hyde I 115 201 484 

I (Percentage) 2.64 (.3'8 '23-.42 I I 
I 

(c) Gas -. 0 51 86 

: (Percentage) 0 b 5.40 

I TOTAL 1,887 2,063 -'2,306 

: (Percentage) 7.38 8.28 9.56 

5. Netpower generated · 23,675 22,866 21,808 

~- Power purchased -
' 

(a)· Within the State 

: (i) Government --- ---
I -

-(ii) Private 5,340 4,994 7,746 

(b) Other States 937 4,067 2,828 
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Annexures 
..... -

Sl. Particulars 2001-02 2002-03 2003-04 
No (Provisional) 

(c) Central grid 12,081 12,399 14,810 

7. Total power available for sa le 42,033 44,326 47,192 

8. Power sold 

(a) Within the State 35,064 36,077 38,374 

(b) Outside the State 138 270 323 

9. Transmission and distribution losses 6,831 7,979 8,495 

10. Load factor (Percentage) 

(a) Hyde I 25 15.58 11 .88 

(b) Thermal 78. 1 8 1.0 78.53 

II. Percentage of transmission and distribution losses to total 16.3 18.0 18.0 
power available for sale 

12 Number of villages/towns electrified (in lakh) 0.64 . 0.64 0.64 

13 . Number of pump sets/wells energised (in lakh) 16.45 16.76 17.03 

14. Number of sub-stations 948 984 1,044 

15. Transmission and Distribution lines (in lakh KMs) 

(a) High/medium voltage 1.40 1.24 1.27 

(b) Low voltage 4.32 4.56 4.68 

16. Connected load (in MW) 26, 173 27,538 29,406 

17 Number of consumers (in lakh) :· 152. 11 161.44 166.13 

18. Number of employees (in lakh) 0.90 0.87 0.84 

19. Consumer/employees ratio (No. of consumers per employee) 169.01 185.56 197.77 

20. Total expenditure on staff during the year (Rupees in crore) 1,590.88 1,552.67 I ,611.18 

21. Percentage of expenditure on staff to total revenue 12.30 13.18 11 .99 
expenditure 

22. Units sold (MKWH) 

(a) Agriculture 9,495 9,030 9,588 

Percentage share to total units sold 26.97 24.84 24.78 

(b) Industrial 12,308 12,667 13,497 

Percentage share to total units sold 34.96 34.85 34.88 

(c) Commercial 3,36 1 3,586 3,498 

Percentage share to total units sold 9.55 9.87 9.04 

(d) Domestic 7,872 9,003 9,894 

Percentage share to total units sold 22.36 24.77 25 .57 

(e) Others 2, 166 2,061 2,220 

Percentage share to total units sold 6.16 5.67 5.73 

TOTAL 35,202 36,347 38,697 
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:.,.-,·-. 

' 

st Particulars 2001-02 2002-03 2003-04 
No (Provisional) 

: (Paise per KWH) 
i 
I 

(a) Revenue (excluding subsidy from Government) 234 262 295 

(b) Expenditure .. 3~5 
. 

296 ·316 
.. 

(c) Profit ( +) I Loss (~) · · .. t-)111 (-)34 ... • (~)2}. 
I 

~d) . Average subsidy claimed· from Government 09 61 06 

~e) Average interest charges 
... 

22 26 24 
I 

. Z. · TAMIJLNADU WARE HOUSING CORPORATION 
:-

Particulars 201H-02 . 2002-03 .. 2003~04 

i Number of stations covered 67 66 65 

Storage capacity created up to the end of the year (tonne in · 

i lakh) ···[ 

(a) ' Owned 5.98, 6.00 6.00 

~b) Hired 0.83 . ·. 0.37. c 0;36 
! . 

TOT AlL '6.81 6.37 . 6.36 
i ~ 

Average capacity utilised during the year (lakh 1)1etric. 6.16 ·. 5.34 . 3:69 
- i 

tonnes) '·. 
I .. , . 
I Percentage 6futilisation 90. 73. 58 
I 

... ! Average revenue per metric tonne per year (Rupees) 332.i5 317.79' 354.72 

' · Average expenses per metric tor;lne per year (Rupees) · 
·• 

I 274.44 264.42 320.28 i 
.. 

~ ' ,. 

Revenue expenditure includes depreciation but excludes interest ori long-term loans. 
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Sl. 
No 

I. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

ANNEXURE-? 

(Referred to in paragraph 1.27) 

Annexures 

Major recommendations/comments made by the Statutory Auditors on possible 
improvements in internal audit/internal control systems of Government companies 

Nature of recommendations/comments Number of companies where Reference to Serial 
recommendations/ Number in Annexure-2 
comments 

Non-operation of internal audit wing I A-12 

Internal audit non-commensurate with the 2 A-7and28 
size and nature of business 

Internal audit system to be improved 2 A-37 and 42 

System to be strengthened to prevent 2 A-48 and 42 
misappropriation of cash 

Delay in conduct of internal audit I A-42 

Inadequate coverage by internal audit I A-42 

Lack of details on fixed assets 2 A-7 and 17 

Strengthening of system of valuation of I A-13 
investments and reporting on 
capital/investment erosion 

Non-submission of periodical internal I A-51 
audit reports 
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Audit Report (Commercial) for tlte year ended 3 I Marc/1 2004 

ANNEXURE-8 

(Referred to in Paragraph 1.30) 

Statement showing paid-up capital, investment and summarised working results of 619-B companies as per their latest finalised 
accounts 

(Figures in columns 5 to 17 are Rupees in lakh) 

Sl. Name of Status Y~ar of Paid-up Equity by Loans/grants by T ota l investm~'nt by way of Profit(+)/ Accu-
No. company account capital equity, loans and grants Loss(-) mula ted 

State State Central Others State State Cen- State State Ccn-
Profit (+)/ 

Govt. Govt. Govt. and Govt. Govt. tral Govt. Govt. tral 
Loss(-) 

com- its com- com- Govt. com- Govt. 
panics panics panics panics 

(I) (2) (3) (4) (5) (6) (7) (8) (9) (10) ( 11) (12) (13) (14) (IS) (16) ( 17) 

I. TamiiNadu Working 2003-04 2.266.01 --- 668.40 695.10 902.51 --- --- - --- 668.40 695.10 (-)471.62 (-)3, 162.40 
Telecommuni- (29.5%) (30.7%) (39.8%) 
cations Limited 

2. Tidel Park Working 2003-04 4,100.00 -- 1,275.00 --- 3.125.00 --- --- --- --- 1,275.00 --- I ,304.54 3,379.95 
Limited' - (29%) (71%) 

3. Tamil Nadu Working 2003-04 6,935.86 2,444.49 236.02 -- 4,255.35 -- --- -- 2,444.49 236.02 -- 5,284.49 19,918.11 
Newsprints and (35.2%) (3.4%) (6 1.4%) 
Papers Limited 
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ANNEXURE-9 

(Referred to in paragraph 2.1.5) 

Annexures 

Financial position of Tamil Nadu Tea Plantation Corporation Limited for the five years 
ended 31 March 2004. 

(Rupees in la kh) 

Particula rs 1 999~2000 2000-01 2001-02 2002-03 2003-04 

Lia bilities 
:-

a. Paid-up capital 596.18 596.18 596.18 596.18 596. 18 

b. Reserves and Surplus 1,705.93 I, 137.41 4 16.58 353.89 353.85 

c. Secured loans - 250.00 232.16 100.00 75 .00 

d . Unsecured loans 337.15 337.15 287.75 238.35 188.95 

e. Current liabilities and 3,884.38 3,958.80 4,280.80 4,5 14.95 4,656.49 
provisions 

Total 6,523.64 6,279.54 5,813.47 5,803.37 5,870.47 

Assets 

a. Gross Block 5,744.92 6,0 12.77 6,935.13 7,030.78 7,082.95 

b. Less: Deprecation 2,209.87 2,430.75 2,692.02 2,964.80 3, 197.50 

c. Net Fixed Assets 3,535.05 3,582.02 4,243 . 11 4,065.98 3,885.45 

d . Capital work- in-progress :· 368.82 761.78 159. 17 I 01.87 55. 16 

e. Current Assets, Loans and 2,6 19.77 1,935.74 I ,4 11.1 9 1,450.1 9 1,364.87 
Advances 

f. Accumulated losses -- -- --- 185.33 564.99 

Total 6,523.64 6,279.54 5,813.47 5,803.37 5,870.47 

Ca pital employed 2,639.26 2,320.74 1\532.67 1,103.09 648.99 

Net worth 2,302.11 1,733.59 1,012.76 764.74 385.04 

NOTE: 

I . Capital employed represents Net Fixed Assets PLUS capital work-in-progress PLUS Working capital 

2 . Net Worth represents paid-up capi!al p lus Reserves and Surplus less accumulated losses 
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I . - ' ' 

.. :. 
·'-. 

ANNEXURE-10 
- . 

(Referred toinparagraph 2.1.5) 

l 
._-,Working resul!ts of Tamil N adu Tea Plantation Corporation Limited for ~be five years 
:ended31 March 2004 - · · ' 

- (Rupees in lakh) --
~ i . -Particulars - 1999~2000 2000~01 2001..:02 -. . 2002-03. 2003-04 - -- '-

I --t\. h1come _-,I 

(i) ·Sales 6,p9,58 4,755,69 4,785i54- 4,4-64.12 4,15L61 
I 

(ii) Other_income 1 I 1-.88 79.62 62.55 85.48 69:53 

(iii) Accretion to (+ )/Decretion --· __ 2.39 I69.57 ()282.81_ 79.95• (-) 94.~5 
', --of(-) Stock in trade. i 

Total· 6,253.85 ~ 5,004.88 
.... 

4,629.55 4,126.59 . 4;565.28 

lB. Expenditure 
.. .-

(iv) 
.. - - --

I;829.46 Plantation and.inaintenance 2,682.IO 2,472.02 2;308."09 - 2,I05.87 
! expenses-. I 

I 

--
Tea production expenses.-

-
2,179.12 (y) 2,607.65 2,233.78 2,096.42- 2,008.62 

(~i) ' :A-dministration and other I03.32 103.12 _-- 78.86 70.1 I 64.35 
--

expenses -
I 

(vii) Selling and distribution-_ 471.32 -426.34- 432.25 325.54- 327.14 
I 

1 
__ expenses. --

-·-

(viii) Finance charges. 28.14 44A2 51.22 50;95 28.80 

(ix) 
. - - -

Total expenditure before 5;892~53 5,279~68- 5,049.54 4,648:89 4,258.37 
depreciation - -

I 

. (x) Cash Ioss --- 274.80 - 484.16 19.34 -- 131.78 

~xi) Depreciation 240.54 229.18 276.24 290.96 - _- 255:I7 
-

; 

Total (inciudi11g . -. 6,133.07 -_ 5,508.86 5,-325;18 - 4,939;85 4,513.54 
depreciation) : 

; 

. - . 
• (xii) - Profit (+)/Loss (-), 120.78 (-)503.98 H760:5o- H310.30 (-)386.95 

(xiii)_ prior period expenses/ 109:13 64.48 (39.72) 288.11 ' (7.29)· 
.[ .. {income) 

_(xiv) Netprofit/loss for I 1.65 (-) 568.46 (-)720:78 (-) 598.41 (-)379.66 .--

' ;-·· appropriation. 

(xv) Income tax 28.45 --- --- --- --- -

-~ 

(xvi) Net Profit(+)/ Loss(-) (-)16.80- (-)568.46 (-) 720.78 (-) 598.41 -(-)379;66 
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T ea Divisions Phase 

Budgeted 
yield 

Coonoor I 31.00 

Kotagiri I 3 1.00 

Cherambady I 53.50 

Cherangode I 6 1.00 

Nelliyalam I . 58.50 

Kolapalli I 6 1.00 

Devala II & Ill 37.00 

Pandiar II & Ill 64.50 

Lawson IV 18.00 

Ryan IV 19.00 

Periakallar IV 26.00 

Lower Nirar IV 19.00 

Naduvattam. IV 19.00 

Tota l 498.50 
- - ---

ANNEXURE- 11 

(Referred to in paragraph 2.1.8) 

Budgeted and actual yield of GTL in Tamil Nadu Tea Plantation Corporation Limited 

1999-200(1 2000-01 200l -02 2002-03 

Actua l Short- Budgeted Actua l Shor t- Budgeted Actual Short- Budgeted Actual Short- Budgeted 
yield fa ll / y ield yield fa ll / yield yield fa ll / yield yield fall / yield 

(Ex- (Ex- (Ex- (Ex-
cess) cess) cess cess 

27.33 3.67 31.00 27.43 3.57 31 00 25.50 5.50 26.60 23.77 2 .83 30.58 

29 38 I 62 3 1.00 29.03 1.97 31 .00 28.91 2.09 29.75 26.35 3 .40 32.03 

51 60 1.90 46.50 44.88 1.62 50.50 48.50 2.00 46.95 48.66 ( I. 71) 52.93 

58. 11 i .89 53.50 48.44 5.06 57.50 52.10 5.40 57.90 56.11 1.79 5192 

55.93 2.57 . 5 1.50 48.24 . 3.26 56.00 51.28 4.72 54.60 5 1.43 3.17 55.73 

67.89 (6.89) 57.00 48.89 8. 11 60.00 55.49 4.51 59.00 57.44 1.56 62.14 

34.93 2.07 33.50 27.69 5.81 37.00 30.16 6.84 35.40 31 .3 1 4.09 33.75 

62.10 240 58.50 54.42 4.08 63.00 53.90 9.10 6 1.40 59.26 2.14 59.65 

19.26 (1.26) 22.00 20.0 1 1.99 24.40 22 94 1.46 49.70 32.69 17.01 5345 

19.38 (0 38) 2 1.00 16.48 4.52 1940 17 18 222 43.80 43.85 (0.05) 45 17 

2602 (002) 46.00 38.26 7 74 40.00 36.05 3 95 -- --- --· -
21 16 (2 16) --- -- ... --- --- ·-·· -- --· - - · 

22.00 (3 00) 23.50 24.17 (0.67) 28.00 24.02 3.98 27.20 21 .49 5.71 26.65 

495.09 3.41 475.00 427.94 47.06 497.80 446.03 51.77 492.30 452.36 39.94 510.00 
-- -- -
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( In lakh kgs) 

2003-0~ Total 
Shor tfall 

Actual Shor t- (Excess) 
yield fall/ 

(Ex-
cess) 

28.10 2.48 18.05 

28.15 3.88 12.96 

49. 16 3.77 7.58 

51 16 6.76 21.90 

47.20 8.53 22.25 

56.44 5.10 12.99 

26.49 7.26 26.07 

48.33 11.32 29.04 

43.46 9.99 29. 19 

35 00 10.17 16.48 

... ·- I 1.67 

----- ·-· (2.16) 

20.65 · 6.00 12.02 

434.14 75.86 218.04 
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ANNEXURE- 12 

(Referred to in Paragraph 2.1.13) 

Production performance of tea factor ies of Tamil Nadu Tea Plantation Corporation Limited 

Na me of 
the factory 

A. Orthodox 

Tiger hill 

Quinshola 

Tota l (A) 

B.CfC 

Cherangode 

Chcrambady 

Pandiar 

Nclliyallam 

Lawson 

Ryan•• 

Total (B) 

Grand 
Total 
(A+B) 

* 

** 

Insta lled 1999-2000 2000-01 
capacity 

Achievable Made tea Shortfall Achievable Made tea Shortfall of the 
fac tory capacity prod uced (-)/Excess capaci ty produced (-)/Excess 

(+) to (+)to 
achievable achievable 
capacity capacity 

7.50 6.55 7.84 1.29 7.58 12. 16 4.58 

7.50 7.60 10.95 3.35 7.65 11.63 3.98 

15.00 14.15 18.79 4.64 15.23 23.79 8.56 

22.50 23.76 19.97 (-)3.79 18.38 14.2 1 (-)4 .17 

22.50 24.08 17.07 (-)7.0 1 20.33 16.04 (-)4 .29 

22.50* 22.43 20.83 (-)1 :60 18.98 14.19 (-)4.79 

15.00 14.65 17.04 2.39 15.00 15.71 0.71 

15.00 15.35 19.39 4.04 15.15 17 41 2.26 

15.00 --- .... --- -- --- --
112.50 100.27 94.30 (-)5.97 87.84 77.56 (-) 10.28 

127.50 114.42 11 3.09 (-)1.33 103.07 101.35 (-) 1.72 

From 2002-03, installed capacity for the Pandiar tea factory is 15 lakh kg. 

Ryan tea factory commenced production with effect from 20 October 2001. 

2001-02 

Achievable Made tea Shortfall 
capadty produced (-)/Excess 

(+) to 
achievable 
capacity 

6.70 9.44 2.74 

7.53 10.34 2.8 1 

14.23 19.78 5.55 

23.18 18.65 (-)4.53 

19.95 13.97 (-)5 .98 

23.10 18.16 (-)4.94 

15.60 16.47 0.87 

13.35 13.11 (-)0.24 

8.35 4.62 (-)3.73 

103.53 84.98 (-)18.55 

117.76 104.76 (-)13.00 

Note: Achievable capacity has been computed with reference to the number of days operated during the year. 
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(Quantity in lakh Kg) 

2002-03 2003-04 

Achievable Made tea Shortfall Achievable Made tea 
capacity produced (-)/Excess capacity produced 

(+)to 

... achievable 
capacity 

., 

6.83 9.44 2.61 7. 18 7.76 

7.63 9.22 1.59 7.63 7.70 

14.46 18.66 4.20 14.81 15.46 

20.25 16.45 (-)3 .80 22.88 18.71 

23.33 19.73 (-)3.60 21.45 18.89 

14.80 17.11 2.31 14.25 16.40 

13.40 17.59 4.19 14.30 17.06 

2.20 1.04 (-)1.16 5.05 2.80 

17.75 17.29 (-)0.46 15.25 16.23 

91.73 89.21 (-)2.52 93.18 90.09 

106.19 107.87 1.68 107.99 105.55 

Shortfall 
(-)/Excess 
(+)to 
achievable 
capacity 

0.58 

O.Q7 

0.65 

(-)4.17 

(-)2.56 

2.15 

2.76 

(-)2.25 

0.98 

(-)3.09 

(-)2.44 



ANNEXURE - 13 

(Referred to in Paragraph 2.2.6) 

Auuexures 

Financial Position of Tamil Nadu Industrial Investment Corporation Limited for the 
five years ended 31 March 2004 

SI. No. 

I. 

(a) 

(b) 

(c) 

(i) 

(ii) 

(iii) 

(iv) 

(d) 

(e) 

(a) 

(b) 

(c) 

(d) 

(e) 

(t) 

(g) 

(h) 

(i) 

U) 

(k) 

(I) 

(m) 

I. 

2. 

• 

:· (Rupees in crore) 

Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04 

LIABI LITIES 

Share capital 42.50 . 42.50 42.50 42.50 72.50 

Reserves and Surplus 3.52 3.52 2.50 2.50 2.50 

BORROWINGS 

From IDBIISIDBI 414.30 372.87 360.56 246.49 164.45 

Bonds and Fixed deposits 376.51 421.52 471.25 502.21 483 .85 

Loan in lieu of capital 97.50 103.50 103.50 103.50 73.50 

Others• 145.18 137.50 116.40 154.71 203 .25 

Trade dues and Other 100.34 96.54 79.25 57.93 105.20 
liabilities (including 
provisions) 

Venture capital fund and 1.18 1.18 1.18 1.18 1.18 
technology fund ,.. 

TOTAL 1,181.03 1,179.13 1,177.14 1,111.02 1,106.43 

ASSETS . 
Gross block 25.44 29.46 29.94 29.90 29.92 

LESS: Depreciation 7.3 1 ~ .09 8.77 9.39 9.80 

Net fi xed assets 18. 13 21.37 21.17 20.51 20.12 

Leased assets 0.69 0.11 0.01 --- ---
Investments 10.92 10.69 10.38 9.39 9.39 

Loans and advances 868.71 824.92 745.20 632.06 539.76 

Other assets 29.17 31.29 20.16 20.81 32.10 

Cash and bank balances 33.23 40.50 44.38 37.19 125.33 

Advance taxes 73 .04 74.32 59.77 60.07 50.77 

Miscellaneous expenses 0. 11 0. 11 0.11 0.11 0. 11 

Accumulated losses 147.03 175.82 275 .96 330.88 328.85 

TOTAL :· 1,181.03 1,179.13 .1,177.14 1,11 1.02 1,106.43 

Capital employed 1,075.22 1,080.46 1,089.06 1,074.31 1,024.18 

Net worth (-)99.94 (-)128.73 (-)229.89 (-)284.81 (-)255.37 

Note: Capital employed represents the mean (i.e. the opening balance plus closing balance divided by 
two) of the following items. 

Paid up capital, Free reserves (i.e., reserves not funded outsi,de), All borrowings (i.e. , long term finance 
and short term borrowings, debentures/bonds etc). 

Networth represents paid up capital plus reserves less intangible assets. 

Priority seetor bonds, RBI adhoc loan, soft loan, short-term loan and subvention . 
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-ANNEXURE ~ 14 

(Refened!tto illll J?aragraqplli\2.2. 7) 

I . . , . ·, . . . . . ,. ' . . . -

W~rkillllg ResUJtUs ·of J'amH N~td!UtOJ[lllld!UtstriallJuvestment Corporatiollll. Limited for the five· · .. · 
I ye~rs elllldedl 31 March 2004 · · · .· . . . . 

· Sl.l~o. 

[. 1 

. (a) ! 
'(b) 

I 

I 

I 
I 

(c) i 

(d) i 

(e) : 

(f) :· 

(g) i. 
' (h)!. 

i 
·[ n .. : 

(a) : 
! 
I 

I 

•. (b)! 

(c) i 

(d): 

(e) 1 

(f) 

(g) 

nv 
·I 

XV< 
f 

v~ ~' 

i 

j· 

I 

!Particulars .•. · 

INCOME 

Interest on term loans 
.. 

Other interest on term· 
deposit 

Lease income . --

Hire purchase income 

Dividend . 
Profiton sale of assets . 

Other income ·_ 

·Bad debts recovered 

'fOTAlL 

IExJPendituie 

. Interest on deposits, ' · 
del:>eritur.es, refinance 
and b.onds 

Salaries and allowances 
-

_Office expenses . 

· Bank charges 

Other expenses 

Depreciation 

Write-off/Provision for·. 
Non-Performing Assets 

'fO'fAlL 

!Profit/!Loss for the year 
as per accoumts 

Provnsio11 for NIP A (nu)t 
routed throUigh profit 
allld loss account) 

!Profit/!Loss ,for the year 

1999-2000 2000-0l 

:-

135.61 ·. 135.65 

1.99 1.10 

1.54 0,65 .. · 

·3.20 5.16 
·' 

0.56 0.97. 

0.02- 0.02 

3.71. 5.46 

4.42 2.85 

n 5n.os 15U~6. 

125.43 126.32. 
:·. 

13.94 14.69 

4.62 4.95 -· 

0.03 0.02 

4.55 3.88 

2.16 1.44 

_..;._ _.;;._ 

150.73 151.30 

. 1);32 0.56 . 

34.01 29.36 

.. 

-
(-)33.69. (-)28.80 
. 

(Rupees iii crore) 

zoon~oz .. 2002-03 2003-04 

109.26 105:64 98.48 . 

... 0·:99 1.26- 0.91 

·• -

0;10 ..... 0.03 0.02 . 

0.69 2.36 3.50 
I 

- 1.12 .. · 0:71 . 0.85 

0.03 NIL 0.02 .·· 

7.46 3.34 .· .8.56 

2.08 2.91 -~>:.11 

1:21.73 H6.25 121.45 
. 

--
•.. 

125.74 118.76 98.17-

.. 

:14.61 . 15.71 13.36 .--. .. 
4.51 4.09 4.14 

0.04 0.04 0.04 

.4.15 2.81 2.97 

0.94 1.67 0.56 .. 

72:90 28.08 ---.. 

222.89 n7u6 H9.24 

Htoin6 (-)54.91 2.21 

. 
--- --- ---

.-

--- --- ·---



Auuexures 

ANNEXURE - 15 
:· 

(Referred to in Paragraph 2.2.8) 

Resources and utilisation of funds in Tamil Nadu Industrial Investment Corporation 
Limited for the five years ended 31 March 2004 

SI.No. 

I. 

(i) 

(i i) 

(i ii) 

(iv) 

(v) 

(i) 

(i i) 

II. 

(i) 

(i i) 

(i ii) 

(iv) 

• 
@ 

(Rupees in crore) 

Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04 

SOURCES 

BORROWINGS 

Refinance 74.13 52.42 75.98 52.78 47.63 

Bonds 25.00 47.13 48.82 32.67 NIL 

Others* :· 24.41 21.76 13.07 4 1.36 204.73@ 

State Government 1.00 6.00 NIL N IL NIL 

Short-term loans NIL NIL NIL 54.00 ---
TOTAL (A) 124.54 127.31 137.87 180.81 252.36 

OTHER THAN 
BORROWINGS 

Recovery from loans 297.6 1 354.52 307.92 320.55 345.47 

Others 77. 14 46.26 ·52.41 53.93 19.2 1 

TOTAL (B) 374.75 400.78 360.33 374.48 364.68 

GRAND TOTAL 499.29 528.09 498.20 555.29 617.04 
(A+B) 

UTILISATION 

Disbursement of loan 172.81 200.20 187.94 126.68 139.83 

Repayment of bonds :· 15 .12 6.88 11 .27 56.78 75.30 

Repayment of 229.07 247.27 226.97 303.36 253. 19 
loan/interest 

Others 82.29 73.74 72 .02 68.47 148.72 

TOTAL 499.29 528.09 498.20 555.29 617.04 

Plough back (percentage 48.27 72.89 50.07 NIL NIL 
of recovery of loan) ( 16.2 1) (20.56) (16.26) --- ---
Percentage of 58.06 56.47 6 1.03 39.52 40.47 
disbursement to recovery 

Fixed deposits, RBI adhoc loans and subvention 

Subvention, loans from Ind ian Bank, Tamil Nadu Urban Finance and Infrastructure Development 
Corporation Limited 
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ANNEXURE- 16 

(Referred! to in Paragraph2.2.10) · 

Receipfand disposal of applications for loan assistance in Tamil Nadu Iiuh)l~tiria!Investment CorpotationLhnih~d 

for the five years ended 31 March 20()4. 
.i, 

·: 

Description 

Applications pending at the beginning of 
theyear · ~ ~ . 

Applications received during the year 

TOTAL 

Applications disp'osed of during the yei:rr 

(a) Gross sanction (ail types) 

·(b) Closed, withdrawn,. etc 

Applications pending at the end of the 
year 

TOTAL 

Amount disbursed 

1999-2000 2000-01 . 2001~02 

No. Amount No. Amou.mt No. Amount 

150 . 53.16 114. 22.30 97 31.57 

3,315 321.49 3,;391 441.70 I 2,661 369.04 

3,465 374.65 3,505 464.00 I 2,758 400.61 

-
-

3,050 . 251.09 3,100 286.52 . I 2,285 212.78 

301 101.26 308 145.91 1 342 122.35 

114 22.3.0 ~ 97 ,· 3 1.57 •. 131 65.48 ~ 

3,465 374.65 I 3,505 I ~ 464.oo 2,758 I 400.61 

172.81 200.20 187.94 

136 
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(Rupees in.crore)' 

'2002-03 2003.:()4 

No. Amount No. ·Amount 

131 65..48 153 17.24 
. -

2;100 232.61 . 1,974. 295;83 . 

2,231 298.09 2,127 313.07 

-

1,778 . 151.40 ),63Q 200.30 

300 129.45 302 64.98 

153 17.24 195 47.79 ~ 

2,2~1 298.09 2,127 313.07 

126.68 139.83 

9 
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Sl. 
No 

I. 

2 . 

.., 

.). 

4. 

5. 

6 . 

7 . 

8. 

-
Name of the unit 

Babu Spinning Private 
Limited 

Vetri Spinning Mills 
Limited 

Thangam Spinners 

PSS Garments 

Durga Lodge 

Kalaimani Spinning Mills 

Alps Granites 

Kavin Steels Private 
Limited 

Amre.xures 

ANNEXURE- 17 

(Referred to in Paragraphs 2.2.11 and 2.2.15) 

Analysis of overdues of term loan in respect of closed/defunct units assisted by 

Tamil Nadu Industrial Investment Corporation Limited 

(A) Faulty appraisal 

(Amount- Rupees in lakh} 

Amount outstanding 

Principal Interest 
Amount "Including Total ·: Reasons for overdue and remarks 

disbursed compound . 
and penal 
interest 

79.00 5 1.43 171.56 222.99 Promoters were only traders in cotton yarn and did not possess experience in 
production. 

104.56 96.76 470.40 567.16 Failure to evaluate the viability of the unit at the time of appraisal resulted in 
accumulation of overdue amount. 

65. 19 65.19 355.87 421.06 Loan amount was disbursed without the unit having made arrangements for working 
. capital. 

69.27 45.57 200.27 245.84 Defective appraisal, due to non-verification of export market tie up. 

78.67 78.67 190.83 269.50 Promoters had absolutely had no experience in hotel industry. While sanctioning the 
loan, the Company recorded that Tirutani being a pilgrimage centre was expected to 
attract tourist and also business community. However, in February 2000, the 
Company stated that the lodge was established without studying demand potential. 

89.90 89.90 265.98 355.88 Insufficient collateral security and working capital. 

70.44 70.44 235.80 306.24 Company extended a second loan of Rs.40.54 lakh for escalation of the project cost, 
though there was inordinate delay of more than three years in the implementation of 
the project. 

108.30 96.13 143.50 239.63 Promoters had no experience at a ll in steel industries. One was an agriculturist and 
the others were lawyers. Project was not implemented. Inordinate delay in taking 
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Amournt outstanding 

SL 
No 

9. 

Name .of the unit 

R.S.R Spinning 

10. I UJl1ashankar Alloys Limited 

11. I Peetee Tubes 

·12. I Suchita Mills(Private) 
Limited · 

13. I Millenium Business 
Solution Private Limited 

14. I Ashok Kumar Hotels 
·Private Limited 

I.~' J Shree Ragavendras 

. ,·:': ., 

16. I Kurriaran Roller Flower 
. Mills (Private) Limited 

17. I.United Machineries Works 
Limited 

Nagalakshmi Textile Mills 
·Limited 

TOTAL 

I Principal 
Amount · 

disbursed 

94.08 

88.71 .•:' 

268.98 

148.48 

182.00 

80,00 

30;00. 

90.00 

150.00 

250.00 

2,047:58 

Ill 

92.45 

88.71 

228,97 

148.48 

182.00 

62.31 

29.17 .. 

74.69 

121.00 

. 239.00 · .. 

. 1,860.87 

Interest 
including 
compmmd 
and penal 
interest 

256.66 

330.27 

779.22'·· 

439.08 

-· 
53.00 

-
39;06 

0,99 

····5(u2 

--
326.00 

573.00 

4,881.71 

-

··Total 

349,11 

418.98 

1,008.19 

587.56 

235.00 

101.37 

~0.16 

124.91 

447.00 

.,812.00 

6,742.58 

~~~ 

Reasons for overdue and remarks 

action under ~FC AcL 

Loan disbursed to a known defaulter. Already two spinning mills were functioning 
in the same premises .. These two mills were chronic defaulters. Collateral security 
valu~ not known to the Company till date (August2004). · · . 

M~rket potential ·Of finished g<;>ods not assessed prop~rly. Though account was 
foretlosedin October 1996, assets have not yet been taken over (March 2004 ). '' ·· 

Disbursement of loan to a promoter without analysing the market potential of the 
product and heavy competition resulting in very low price. 

Di~bu~sement without ascertaining the credentialofthe promoter. 

Failure to verify independently, promoter's claim on business generatior'L 

··,-f 

Field intelligence report was. doubtful ,about promoter's capacity to bring in required 
capital. Promoter ajso had no e~perience' in hotel industry. 

',' ., 'I • 

Similar vide/audio recording companies to. whom loans were .disbursed earlier. were 
notfunctioning satisfactorily and were chronic defa11Iters . 

The Company did riot ensure that the promoterhad ti~d up for the entire working' I' 
. capital requirement. · · ·· ·· · 

Prmnoter had rio experience in running textile mills; Cmnpany • failed to ensure 
independently the suitability of s.econd hand machinery. 

. Prompters were als~ Directors of units, which defaulted in repayment of dti\!s to the 
·Company, · · 

I ~I 
Ill 

( 
. t 
f< 

. - J: 

i! 



Auuexures 

(B) Ineffective follow-up 

Amount outstanding 

Principal Interest 
SI. Name of the unit Amount including Total Reasons for overdue and remarks 
No disbursed compound 

and penal 
interest .. .. .. . . 

I. Shankar Paper and Boards 106.03 59.54 406.14 465.68 Rift in management and working capital problem had resulted in failure of project 
Limited and non-recovery of dues. 

2. Litton Displays 75.42 74.00 320.90 394.90 Fai lure to obtain collateral security. Inordinate delay of more than seven years in 
taking possession. 

3. Dhanalakshmi Steels 85.45 60.32 139.43 199.75 Unit had become defunct since September 200 I. Obtaining insufficient collateral 
security resulting in non-recovery of dues. 

4. Metpro Industries 130.00 130.00 274.17 404.17 Promoter had no experience in manufacturing line of steel industry and he hailed 
from trading community and hence unable to solve the technical problem in the 

. . manufacturing industries . 

5. Shan Holiday Inn (Private) 349.84 343.46 972.38 1,3 15.84 Failure to take timely possession of the property and to invoke the collateral 
Limited security. 

6. Boopathy Spinneers 122.00 122.00 519.00 641.00 Unit failed to get power connection. In spite of default righ t from the beginning, the 
Company did not take possession of the assets. Machinery valuing Rs.l.40 crore 
were found missing. 

TOTAL 868.74 789.32 2,632.02 3,421.34 
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·' 

ANNEXURE-18 

(Referred to in Paragraph 2.2.20) 

Statement of amounts due for recovery and recovered by TamH N ad.Ul Industrial Investment Corporation Limited· 

for the last five years 1999-2000 to2003-04 · · 

-~ 

(Rupees in crore) 

Sl. Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04 
No. ... 

· Principal Interest Total Principal Interest Total , Principal Interest Total Principal Inter·est Total Principal Interest Total · 
.. 

.I. Demand ----··-

.(a) Arrears at the· .. 56.76. 319.62 376.38 50.50 370.11 420.61 261.79 207.42 .. 469.21 254.15 297.53 551.68 . 245.28 402.02 647.30 
beginning of the year . .. 

(b) Amount fell due during 156.75 200.35 357.10 . 240.36 21n3 457.59 192.87 211.30 404.17 207.14 214.02 421.16 186.58 143.00 329.58 
· the year·.· . -- .. 

:' ~ .. , . 
... 

TOTAL DEMAND 213.5l 519.97 733.48 290.86 587.34 878.20 454.66 418.72 873.38 . 461.29 511.55 972.84· 431.86 545:02 976.88 
- -·. 

. 11.- Target- for. recovery · - 155.09 . 145.00. 300:00. -160.00 160,00 320:00 215:00 155.00 37o:oo 195.00 112.00 307.00 ·. 204.00 102.00 306.00. 

(a) Percentage of target to 72.60 27.89 .. 40.90 55.01 27.24 36.44 47.29 37.02 42.36 42.27 21:89 31.56 47.24. 18.71 . 31.32 
demand .. ,,• .. 

Ill. Recovery· 

(a) Arrears at the . · 4i.85 56.09 97.94 3i.78 46.50 84.28 34:07 . 29:21 63.28 35.76 34.02 69.78 116.49 40.62 157.11 
beginning of the year 

----

(b) Amount fell due during 115.06 84.61 199.67 169.98 100.26 . 270.24 161.73 ·82:91 244.64 175.26 75.51 250.77 
-.· 

126.98.· 61~!38 . 188.36 
tl1e year ' 

... 
, . .. 

TOTAL COLLECTION 156.91 140.70 297.61 . 207;76 146.76 354.52 195.80 I 12.12 307.92 211.02 109.53 320.55 243.47 102.00 345:47 .. · 
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Auuexures 

Sl. Particulars 1999-2000 2000-01 2001 -02 2002-03 2003-04 
No. 

Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total Principal Interest Total 

IV. Outstanding 

(a) Arrears at the 14.9 1 263.53 278.44 12.72 323.6 1 336.33 227.72 178.21 405.93 2 18.39 263.5 1 48 1.90 128.79 36 1.40 490.19 
beginning of the year 

(b) Amount fell due during 41.69 11 5.74 I 57.43 70.38 116.97 187.35 31.14 128.39 159.53 3 1.88 138.51 170.39 59.60 8 1.62 14 1.22 
the year 

SUB TOTAL 56.60 379.27 435.87 83.10 440.58 523.68 258.86 306.60 565.46 250.27 402.02 652.29 188.39 443.02 631.41 

LESS: Rescheduled 6.10 9.16 15.26 11.68 10.99 22.67 4.71 9.07 13.78 4.99 -- 4.99 49.55 22.52 72.07 

BALANCE OVER DUES ·: 50.50 370.11 420.61 71.42 429.59 501.0"1 254.15 297.53 551.68 245.28 402.02 G47.30 138.84 420.50 559.34 

V. Percentage of recovery 

(a) Arrears at the 73.73 17.55 26.02 74.8 1 12.56 20.04 13.01 14.08 13.49 14.07 11.43 12.65 47.49 10.10 24.27 
beginning of the year 

(b) Amount fell due during 73.40 42.23 55.9 1 70.72 46.15 59.06 83.85 39.24 60.53 84.6 1 35.28 59.54 68.06 42.92 57.15 
the year 

NOTE: 

Up to the financial year 2000-0 I in respect .of foreclosed accounts only defaulted amount has beep taken as principal overdues. Consequent to comput~risation from the year 
2001-02,. the entire outstanding has been taken as principal overdues in such accounts. Similarly, interest subseq-uent to foreclosure has not been taken for arriving the 
interest overdues till the financial year 2000-0 I. But from the financial year 2001-02, the same has also been taken into account for calculating the interest overdues. 
Likewise, till 2000-0 I principal and interest in respect of loss assets was excluded for demands. 

Demand raised and amount co llected in respect of short term loan to the Tamil Nadu Civi l Supplies Corporation Lim ited and Tamil Nadu Telecommunications Limited 
during the financial year 200 1-02 has been excluded. 
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.·· .. :: ANNJEXU:RE-19 

(Referred to in Paragraph 3.L1) 

· ··Installed capadty and generation of power by the power stations of. 
. . 

Tamil Nadlll! Electricity Board 

Particulars. Number Installed Generation (In million units) 

\ 

of power capacity 1999.,2000 ·. 2000-01 2001-02 . 2002-03 .. 
-stations (MW) 

: (units) (31.3.04) 

[ ' Hyde! 32 1,987.40 4,444 5,450 • 4,350 2,724 .• 
I ... 
! 
I (36.80)* 
' u. ! Thermal 

! 
.. ·, 

(a) Ennore 1(5 units) 450 1,295 753 1,149 1,742 
' 

(b) ~ Tuticoriri 1(5units)_. ,1,050 1,449 ·7934' ,, -· 8,105 . 8,193 
' (c) ! Mettur 1(4 units) .840 
' 

5,786 6,422 . 6;396 6,738.' 

(d) i North Chennai · 1 (3 units) 630 4;331 4,355 4,675 4,407 

! 
TOT AlL 4 

'· 2,970. 18,861 19,464 20;325 21,080 
" 

i ., (54.99) 
' '. 

m.i Gas lbased 

(a) l · Narimanam ** 0 31 15 0 0 

(b) : Thirumakottai*** 1 · .. 107.88 --- 36 697 .. 727 

(c) ; Valuthur**** 1 95 --- --- --- 104 

(d). Kuthalam***** 1 101.40 ·, --- ---· --- .· __ ;., 
" 

I 
TOTAL 304.28· ·i 3 3l 51 697 831 

'• 
. 

. , (5.63) . .· 
'. 

' IV. I Naptha .based . , 
" 

(b) j. Basin Bli"i_dge 1(4 units) 120 86 164. 173 276 
' i . (2.22) ·. 

.. 

v. I 
. Windmill no . ,', 19.355 27 18 li .. 18 

; 
(0.36) '· .. 

j Total Board 160 5;401.035 . 23,449 25,147 .· '25,562 .· 24,929 

(100) ··. '. 

* I · · Figures in brac~ets denote percentage in each category to totalinstalled capacity ~ 

2003-04 

2,067 

1;264 

8,083 

6,735 

4,348 

20;430 

0 

724 

672 

108 

1,504. 

.. 
89 

24·· 

·24,114 . 

· Units I & ii kept under shut down from Oct. 2000 & June 1999 respectively. TNEB has decided to . 
scrap these units in February 2001. · ., 

***I nate of Commissioning JO f\1arch 2001 

***~ · bateofCommissiol1ing IJ March 2003 

***~* Date of Commissioning :24 March 2004. 
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ANNEXURE-20 

(Referred to in Paragraph 4.8.13) 

Performance of Internal Audit Wing of Tamil Nadu Electricity Board 

(A) Regional Audit Parties 

(Money value- Rupees in crore) 

1999-2000 2000-01 2001-02 2002-03 

IRs Paras Money IRs Paras Money IRs Paras Money Ills Paras Money 
value value value value 

Opening 1,755 11,0-tO 16.30 2,305 14,130 26.04 2,744 17,270 34.71 3,052 20,070 62.97 
balance 

.. 

Issued 886 9.714 24.0-t 644 8,296 31.92 596 8,029 72. 17 628 10,988 34.95 

Clearance 336 6,624 14.30 205 5,156 23.25 288 5,229 43.91 362 6,985 27.06 

Closing 2,305 l.t,l30 16.0-t 2,74-t 17,270 34.71 3,052 20,070 62.97 3,318 2-t,073 70.86 
balance 

(B) Concurrent Audit Parties at Thermal Power Stations 
:· 

(Money value- Rupees in crore) 

1999-2000 2000-01 2001-02 2002-03 

IRs Paras Money IRs Paras Money IRs Paras Money IRs Paras Money 
value value \'Blue va lue 

Opening 204 1,446 4.58 258 1,311 4.69 312 1,453 5.14 355 1,528 26.21 
balance 

Issued 69 943 0.69 75 958 1.08 57 616 47.54 68 676 3.61 

Clearance IS 1,078 0.59 21 816 0.63 14 541 26.47 66 872 6.44 

Closing 258 1,311 4.69 312 1,453 5.14 355 1,528 26.21 357 1,332 23.39 
balance 

(C) Concurrent Audit Party at Poompuhar Shipping Corporation Limited 

(Money value- Rupees in crore) 

1999-2000. 2000-01 2001-02 2002-03 

IRs Paras Money IRs Paras Money IRs Paras Money IRs Paras Money 
value value value value 

Opening I 58 2.98 2 89 6.51 7 231 22.01 8 252 23.65 
balance 

Issued 1 31 3.53 5 143 15.50 1 21 . 1.89 I 10 0.71 

Clearance - - - - I - - - 0.25 - - 0.26 

Closing 2 89 6.51 7 231 22.01 8 • .252 23.65 9 262 24.10 
balance 

• This was the first year of audit by Concurrent Audit Party. 
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1f~~W·~~~P;ort (Commercial)for tile yea~ e~uled 3l.Marclz 2004 

. '~- ' 

\ . (Rder~:ed to in Paragraph 4.19.1) . 
: • . 0 ;_-~~- f .~~·:>.>'1·,. ~f:-~ 1 ;~-;·-~:¥··.:: :_~:·t... ~,~ 'r·-~_-1:-~.';:_-:···t::;))':<~ ~> · ·· , · ._ . ._ .·:.. . 
,Statement sh.owmg paragraphs/revnews for wlluch explanatory notes were notrece1ved 
I 

: ;.,.., 

Name olf the Department '[·· 1997-98 1998-99 !999-2000 2000-01 2001~02 Total 

·j·/ 
~ . ; ' ' ' 

.. Energy .. ..:--\· 

.3 Hand looms, Handicrafts·, .. _ . --- . ,I 

.· .... , .. r-c .. ,---t_T_·e.,---x_ti_Ie_s_a_n_d__,K_h_·.a_' d_i_· ~----+--'---+----,-,---t---:---c~;---f=-'.,---.,------il-:-:-:c----',-:-cf----:::--:-:--i·. 
~4 . Highways . ·1, ... _ -~-· I, 2 '· 

'5 Industries . .. --- . 7 .•. 5 · 5 

6 .. . Rural. Devel\)pment and Local· 
· · · Administration ·' 

8 

I 
,· 

j. 

Small Industries · 

Social Welfare and Noon Meal 
Programme 

TOT AIL 

/ .. 

,•,·. I 

I 

I 

'·' .. o;, L 

.:.\ : 

.4. •4 4 

.,] ' 

I 

U4 . 

...... 

'! _:-

·.·: 

. \ ··:-, \. 

__ .,: 
-~.. . . 

, .... 

r,, 

: ~ ' 
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Sl. 
No. 

ANNEXURE-22 

(Referred to in Paragraph 4.19.3) 

Statement showing persistent irregularities pertaining to Government Companies appeared in the Report of CAG of India 
(Commercial)- Government of Tamil Nadu 

Gist of Persistent Year of Audit Money Value Gist of Audit Actionable points/Action to Details of actions taken 
i rregu Ia rities Report/ Para (Rupees in crore) observations be taken 

No. 

1. Tamil Nadu Industrial Investment Corporation Limited 

(i) Disbursement of loans 1998-99/4A.2 1.41 Grant of term loans Responsibility is required to After detailed enquiry four officials of 
without due without adequate be fixed on the officials of the the company were dismissed from 
verification of collateral security and company for disbursement of service (May 2003). 
adequacy, validity, real failure to verify loans without due verification. 
worth and genuineness purchase/creation of 
of the collateral assets resulted in non-
securities offered by realisation of 

. 
over- . 

the borrowers dues . 
2000- 0.65 Failure to ascertain the Responsibility is required to In the case of sub para (I) the 
200 I /4A.2.2 guideline value of be fixed on the officials of the Government stated that criminal 
(I) & (2) collateral securities company for not ascertaining complaint had been lodged against the 

from Registration the guideline value of promoter, owner of the collateral security 
Authorities before collateral securities from the and the valuer (July 200 I) 
disbursement of Joan Registration Authorities 
resulted in a loss of before disbursement of loan. In case of sub para (2) further compliance 
Rs.0.65 crore. is not yet received 

- --------
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Audit Report (Commercial) for the year e11ded 31 March 2004 

Sl. I Gist of Persistent I Year of Audit 
No. irregularities ReporU Para 

No. 

(ii) Violation of guidelines 
governing sanction of 
loan 

2000-
200 I/4A.2.3 

1997-98/4A.4 

1999-
2000/4A.8 

., 

Money Value I Gist of Audit 
(Rupees in crore) observations 

0.43 Release of term loans 
relying on bogus 
collateral securities 
resulted in non 
recovery of dues. 

Actionable points/Action to 
be taken 

Responsibility is required to 
be fixed on the officials of the 
company for not verifying the 
genuineness of the collateral 
securities. 

8.84 Violation 
guidelines 

of I Responsibility is required to 
while be fixed on the officials for 

0.85 

sanctioning leasing 
and hire purchase 
loans to 16 industrial 
units. 

Sanction of loan 
ignoring the appraisal 
report, release of loan 
disregarding the 
guidelines prescribed 
by the · Board of 
Directors of the 
company. 

extension of leas ing and hire 
purchase loans in violation of 
Guidelines. 

Responsibility is required to 
be fixed on the officials for 
release of loan disregarding 
the guidelines. 

2. Tamil Nadu Small Industries Development Corporation Limited 

(i) Investment of funds on 
unproductive project 

1999-
2000/4A. IO 

1.05 Unproductive 
investment of Rs. l .05 
crore due to 
injudicious decision to 
construct Block-11 of 
garment complex 

1~ 

Before go ing in for 
construction of multi-storeyed 
Industrial complex at Guindy 
the company should have 
assessed the demand 
realistically taking into 
account the demand for the 
earlier Industrial complexes. 

Details of actions taken 

The Government stated that criminal 
complaints were lodged against the 
promoters and action was b~ing taken 
against the officials for the lapses in this 
regard (July 200 I). Further compliance 
not received. 

The Company accepted the facts and 
stated that appropriate act1on was being 
initiated against the officials responsible 
for such lapses. No further compliance 
received. 

Action was intimated for invoking the 
collateral security (May 2000). No 
further compliance received 

No Compliance received. 
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St. 
No. 

Gist of Persistent 
irregularities 

Idle investment on 
construction of 
Electronic Complex 

Year of Audit Money Value 
Report/ Para (Rupees in crore) 
No. 

200 1- 2.51 
2002/4A.4.2 

-----------

·; 

Atrtrexures 

Gist of Audit Actionable points/Action to Details of actions taken 
observations be taken 

Construction of 40 Before going in for No Compliance received. 
modules in Electronic construction of Electronic 
complex, Guindy complex at Guindy the 
without demand company should have 
resulted in idle assessed the demand 
investment of Rs.2.5 1 realistically taking into 
crore. account the demand for the 

earlier complexes. 

·; ., 
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Audit Report (Commercial) for tile year ended 31 March 2004 · 

-~ __ .. ANNEXU~:-~~- . 

(Referred to in Pamgraph. 4.19.3) 

Statement showing persistent irregularities pertaining to Statutory corporations appeared in the Reports of CAG of India (Commercial) 
· -Government ofTamH Nadu · · 

Sl. I Gist. of Persistent 
No. irregularities 

I I Extension of tariff 
· concession in 

contravention of 
Government orders 

Year of Audit 
Report/· Para 
No. 

l998-99/4B.2 

2001-02/48.1.9 

2 _ J ~rocurement of I 2000-01/48.1.3 
materials without 
proper planning and 
assessment of complete 
requirement resulted in 
locking up of Boards' 
fund .. and . consequent 
loss of interest 

, 
; 

2001 :o2i4RL3 

Money 
Value (Rs. in 
crore) 

2.76 

0.21 

0.85 + 0.45 = 
. 1.30 

3.22 

Gist of Audit 
<;>bservations 

Loss of revenue due to 
·irregular extension of 
tariff concession to M/s 
Sree Aravind Steel 
Limited 

Failure to withdraw 
concession extended to an 
ineligible consumer 
resulted in revenue loss of 
Rs. 0.21 crore 

Failure to allot allied 
equipment resulted iri 
non"commissioning of 
circuit breakers leading to 
locking up of Boards fund 
for a period· ranging from 
42 to 54 months 

Trallsinissibri'towers 
purchased· for ·general 
·canstrllction Circle, 

148 

Actionable JPOints/Actio1111 to 
be takern 

Before extending concession 
under new industry category, 
the officials of the Board 
ensure themselves that the 

Details of actions taken 

The department stated that the concession 
extended to the said consumer amounting 
to Rs. 2.76 crore was withdrawn and 
notictls under · R. R & R. D Act was 

c~n~ession is extended to the I issued. How~ver, the consumer obtained 
ehg1ble consumers only a stay order m the court (March 2002). 

Before extending concession 
under new industry category, 
the officials of the Board 
ensure themselves that the 
concession is extended to the 
eligible consumers only 

·Before procurement of 
materhlis the officials of the 
Board should assess the 
requirement realistically and 
ensure their procurement in 
time .. · 

No further compliance received. 

The Government stated that necessary 
instruction had been issued to withdraw 
the new industries tariff concession 
extended to the consumer and recover the 
amount (March . 2004). Further 
compliance not received (August 2004). 

Four circuit breakers are yet to be 
commissioned· (March 2004). Furtl1er 
compliance ~waited (August 2004) . 

Before procurement of The Government justified the placement 
materials the officials of the' of order (Ma·i·ch 2004). ·.· However, the 
Board should·· assess the details of utilisation of tower parts are yet 

.•·. 
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Sl. Gist of 'Persistent Year of Audit Money Gist of Audit Actionable points/Action to Details of actions taken 
No. irregularities ReporU Pa ra Value (Rs. in observations be ta ken 

No. crore) 

Chennai at a cost of Rs. requirement realistically and to be received (August 2004). . 3.22 crore were lying idle ensure their procurement in 
for more than four years. time. 

-

., ·: ., 

• 
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' Audit Report (Commerciai)for the year ended 31 March 2004 

ANNEXURE-24 

(Referred to in p~ragraph 4.20) 

Statement showing the department-wise outstanding Inspection Reports (IRs) --

I 

Na'?le of Department - Number Numbeiof Number of --Sli Years from 
Nri 'ofPSUs outstandiJ1g _ outstanding ~hich 

i 
IRs paragraphs paragraphs _ I 

. Ol!tStl}ni:ling 

Li · Ind]lstry - 11 . .: 37 224 '1995~96 

2.i Small Industry 5 I2 79.- I998-99 

3.j Information Technology 1 5 29 • ---1998-99. 

4.! Commercial Taxes -· I ' 1 4 . 2001~02" 

5.: -Information and Tourism 2 6 51 . : i994~95 
I 

__ 6.: AgriCulture 3' 6 I3 2000.:.0} 
.-

7.; Prohibition and·Excise I' 4 f8 I999-2000 
-. 

i. 

Social-W-elfare and Noon~Meal Programme . 8.! 1 4 7 2000cOI 

9.' Energy 1 I 3 2003~04. ·-

IOi Municipal Administration and Water .I I II 2003~04 

: Supply .. . 

11!- Transport Cj - 27 69 2000-0I 
: 

12; fisheries . 1 2 3 2002-03 .. 
i 

13: Public (Ex~serviCemen) 1 5 11 1996-97 
. -

14! Health and Family Welfare I 4 .. 16 -2000-01 
. .. . . 

i997-98· 
·.-

!5i Adi Dntvidar and Tribal Welfare, Backward 3 ' 11 49 
-Classes, Most Backward Classes and -
Minority Welfare 

16: Rural Development and Local 1 3 5 1995-96 
Administration · 

17! Home I 2 5 2002-03 

18; Public Works 1 9 37 1995:96 

19; ·Highways 1 5 46 '1995-96 
I . i• 

20: Handloom, Handicrafts, Khadi and Textiles 4 I 1 32 1999-2000 

2Ii Environment and Forest 3 8 24 I 997-98 
I 

22! Food and Consumer Protection 2 8 75 _1996-91 . 

23: Tamil Nadu Electricity Board 1 585 2,486 I997:98 

Grand TotaD: 57 759 3,3()4 
j. 

·1'50 
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ANNEXURE-25 

(Referred to in paragraph 4.20) 

Auue.ntres 

Statement showing the department-wise draft paragr-aphs, reply to which are awaited 

Sl. 
No 

I . Industry 

2. Energy 

Na me of Department 

3. Co-operation, Food and Consumer 
Protection 

5. Transport 

6. Finance 

TOTAL 

Number of 
draft 
paragraphs 

2 

10 

2 

16 
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Period of issue 

June to August 2004 

Apri I to September 2004 

April to June 2004 

May 2004 

September 2004 

.... -
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:Audit Report (Commercial) for the year ended 3 I March 2004 

GLOSSARY 

Glossary of tec.hnicall terms used nn the Infmrmation Technology 

.. Revnew Ol!ll Implementation of Software on High Tension 

Revenue Billing in Tamil Nadllll E!ectricity Board 
:· 

SR.No. Terms Para 
reference 

Meaning 

I. · HT services 3.2.1 Three phase supply with II 000' volts or above between 
phases or three-phase 415 volts between phases~ 

r-~--~-----------------r--~~----r-----------------~----------~~~------i· -----
2. central server 

3. SQL 

4. Banking charges for 
wind mill services 

5. RKV AHr penalty . 

6. KVA 

7. Kvahr 

8. Kwhr 

9. Energy audit 

;· 

3.2.2 

3.2.2 

3.2.4 

3.2.4 

3.2.9 

3.2.11 

3.2.1 r 

3~2.25 

A dedicated higher capacity computer· in the Board 
Headquarters: storing the data transmitted by the EDCs, 

Structured Query Language-An interactive programming . 
language to ~reate, . maintain, and query relational 
databases. 

Charges levied by Board (5 percent of the units fed into 
the Board lines) to carr)' forward the surplus energy 
generated by windmill units, after adjusting it against 
consumption of units of a particular month in respect of a . 

· HT service. · 

(Reactive Kilovolt Ampere-Hotir) .penalty-levied on 
windrriill units for drawing reactive power if they failed 
to maintain a minimum power factor of0.85. 

(Kilovolt ampere)-rating of all the equipments in 
Kilowatt divided by 0.9 

(Kilovolt ampere hour)- a unit of electrical power equal 
to 1000 volt ainperes. 

(Kilo watt hour)-Unit of energy equivalent to one· 
kilowatt (I KW). ofpower expended for one hour time. 

A mandatory audit for all HT services with MD above 
700 KV A with the aim of conserving energy 
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