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- PREFACE

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

(1) Government companies,
(11) Statutory corporations, and
(i)  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 Tamil Nadu under Section
19-A of the Comptroller and Auditor General’s (CAG) (Duties, Powers and
Conditions of Service) Act, 1971, as amended from time to time. The results
of audit relating to departmentally managed commercial undertakings are
included in the Report of the Comptroller and Auditor General of India (Civil)
— Government of Tamil Nadu.

-~

A Audit of the accounts of Government companies is conducted by
Comptroller and Auditor General of India under the provisions of Section 619
of the Companies Act, 1956.

4. In respect of Tamil Nadu Electricity Board. which is a Statutory
Corporation, the Comptroller and Auditor General of India is the sole auditor.
In respect of Tamil Nadu Warehousing Corporation, he has the right to
conduct the audit 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 auditor. The Audit Reports on the annual accounts of these
corporations/commission are forwarded separately to the State Government.

& 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.
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1 Overview of Government companies and Statutory |
corporations : : = <

As on 31 March 2004, the State had 68 Public Sector Undertakings (PSUs)
comprising 66 Government companies and two Statutory corporations (both
working) as against 78 Public Sector Undertakings comprising 76 Government
companies and two Statutory corporations as on 31 March 2003. Of 66
companies, 14 companies were non-working. In addition 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.11.496.85 crore as
on 31 March 2003 to Rs.13,581.35 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.3,715.99 crore in 2002-03
to Rs.1,673.24 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.1,138.45 crore during 2003-04.
The total amount of outstanding loans guaranteed by the State Government
increased from Rs.7,116.02 crore as on 31 March 2003 to Rs.7,378.89 crore as
on 31 March 2004.

(Paragraphs 1.5 and 1.16)

Thirty seven working Government companies and one Statutory corporation
have finalised their accounts for 2003-04. The accounts of 15 working
Government companies and one Statutory corporation 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




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

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.178.96 crore as per their latest
finalised accounts. Of the loss incurring working Government companies, 16
companies had accumulated losses aggregating Rs.1.955.29 crore, which
exceeded their aggregate paid-up capital of Rs.715.67 crore.

(Paragraphs 1.7, 1.8 and 1.9)

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 ycars
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)

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 1 April 1976 and had absorbed 2,445 Sri
Lankan repatriate families so far as against the target of 2,825 families. 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.17.97 crore during 1999-2004.

(Paragraph 2.1.11)




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 31 March
2004.

(Paragraph 2.1.19)

a2 Tamil Nadu Industrial 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 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
Mudalipalayam scheme.

(Paragraph 2.2.12)

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

(Paragraph 2.2.15)

L TR TR S S PR e 2SRRI e, T I
B Reviews relating to Statutory corporation|

Tamil Nadu 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



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

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

The Board had incurred Rs.68.35 crore on account of stones and mill 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.

(Paragraph 3.1.11)

3.2 Information Technology review on Software for High Tension
revenue billing

The software for High Tension billing in all the 37 Electricity Distribution
Circles of Tamil Nadu Electricity Board was introduced in July 2001. The
software did not cover all the essential items of revenue to be assessed.

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

(Paragraph 3.2.25)

Audit observations included in this Report highlights deficiencies in the
management of Public Sector Undertakings, which resulted in serious
financial implications. The irregularities pointed out are broadly of the
following nature:

e Unproductive expenditure/imprudent investment/blocking up of funds and
loss of interest amounting to Rs.12.12 crore in four cases.

(Paragraphs 4.1, 4.14, 4.15 and 4.18)
e Avoidable extra expenditure amounting to Rs.6.35 crore in six cases.

(Paragraphs 4.2, 4.3, 4.5, 4.6, 4.7 and 4.11)

Xii




e Loss of revenue of Rs.31.76 crore in two cases.
(Paragraphs 4.10 and 4.13)
e [xcess payments of Rs.45.78 crore in two cases.
(Paragraphs 4.9 and 4.12)

® Undue favours to allottees of land and consumers resulting in loss of
Rs.7.99 crore in three cases.

(Paragraphs 4.4, 4.16 and 4.17)

Gist of some of the important observations is given below:

Tamil Nadu Civil Supplies Corporation Limited purchased gunnies in
excess ol requirement resulting in blocking up of Rs.6.11 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 crore.

(Paragraph 4.4)

Tamil Nadu Electricity Board paid Rs.40.19 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 4.10)

Tamil Nadu Electricity Board incurred avoidable extra expenditure of
Rs.4.25 crore due to its failure to accept reduction in interest rates.

(Paragraph 4.11)
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Tamil Nadu Electricity Board extended undue benefit of Rs.5.59 crore to an
independent power producer towards interest on working capital and return on
equity.

(Paragraph 4.12)

Xiv
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CHAPTERT

S A

lOverview of Government companies and Statutory corporations

Introduction|

& | As 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 617 of the Companies Act, 1956) are audited 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 104
(2)* 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 wunder the process of
liquidation/closure, merger, etc.
A 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 on 31 Malch 2004 the total 1r1vestment in 54 wmkmg PSUs (52
“Government. compariies and two Statutory 001po1at10ns) was Rs:13,581.35 -
crore (equity: Rs.2,099.56 crore; long-term loans™: Rs.11,481.79 crore) as
. against 64 . working PSUs (62 Government compames and two Statutory -
© . corporations) with a total ‘investment of . Rs.11,496.85 crore - (eqmty

'Rs.1,863.10 crore; long tetm Ioans Rs.9. 633.75 01ore) as on 31 -March 2003.
 The analy51s of 1nvestment in.. w01k1ng ‘PSUs; i3 glven in the followmg
- paraglaphs ' :

, 'The inv'e'stmvent (‘equ‘i:ty"a.nd’ long: “term ldaris) in various sectors and percentagé o
~ thereof’ at the end of 31 Malch 2004 and 31 Maxch 2003 are mdlcated in the
- ple chalts : ‘ : .

]
i
* - Lona term foans mentloned in Palaﬂlaphs 1.2,1.3,1.4, 1.15and .16 are excluding’ -
mtelest accxued and due on. such loans ’ ;‘ - : - '
j
i
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Chapter - I Overview of Government companies and Statutory corporations

SECTOR-WISE INVESTMENT IN WORKING GOVERNMENT COMPANIES AND
STATUTORY CORPORATIONS

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

719.17

07
e (5.30)

2003-04

(0.09) (Rupees incrore)
815.91 )
600 o

136.03
(1.00)

1313.86 9154.65
(9.67) (67.41)
678.31
(4.99) —| ™ Power B Infrastructure
" @ Transport @ Economically weaker section
@ Finance B Agriculture
@ Industry @ Others

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

2002-03
20.41 Vi o5 (Rupees in crore) 721.69
(0.18) (6:28)
657.18
(5.71)
134.59
(1.17)
1495.09
(13.00)
7392.07
381.62 (64.30)
3% H Power B Infrastructure
@ Transport B Economically weaker section
B Finance B Agriculture
M Industry @ Others
3
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Working Government companies

1.3  Total investment in working Government companies at the end of
March 2003 and March 2004 was as follows:

(Rupees in crore).

Year Number of Equity Loans Total
companies

2002-03 62 1,630.49 2,466.68 4,097.17

2003-04 52 1,666.95 2,752.14 4.419.09

As on 31 March 2004, the total investment in working 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-1.

Working Statutory corporations

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

(Rupees in crore)

Name of corporation 2002-03 2003-04
: Capital Loans Capital Loans
Tamil Nadu Electricity Board 225.00 7,167.07 | 425.00* | 8,729.65*
Tamil Nadu Warehousing Corporation 7.61 - 7.61 ---
Total 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-1.

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 conversiop of loans into equity by State
Government to working Government companies and Statutory corporations
are given in Annexures-1 and 3.

- Provisional figures, as accounts are under finalisation.
4




Chapter I - Overview of Government companies and 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:

(Amount — Rupees in crore)

2001-02 2002-03 2003-04 |
— — —_— _—
Companies Corporations Companies Corperations Companies Corporations
No. Amount No. Amount No. Amount No. Amount No. Amount No. Amount
Equity capital 2 3.79 1 100.00 5 34.35 | 25.00 4 3346 1 200.00
outgo from
budget
L.oans given 4 16.54 - - 5 19.57 - - 4 22351 --- ---
from budget
Grants --- 1 43.62 - -e- | 29.47 —-- - - -
(i) Subsidy 10 1,354.99 - --- 9 1,373.60 --- --- 10 894 .86
towards
projects/
programmes/
schemes
(ii) Other 12 53.95 | 32250 5 21.86 | 2212.14 4 71.41 | 250.00
subsidy
(i11) Total 22 1.408.94 | 366.12 14 1,395.46 l 2.212.14 14 966.27 | 250.00
subsidy '
L'I'mul outgo 25* 1,429.27 1 466.12 19* 1,449.38 1 2,266.61 19 1,223.24 1 450.00

During 2003-04, the Government had guaranteed loans aggregating
Rs.1,138.45 crore obtained by nine working Government companies
(Rs.350.26 crore) and one working Statutory 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 619-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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companres and one- Statutory corporatron have ﬁnalrsed therr accounts for
. 2003-04 within the “stipulated: perrod Durrng October 2003 to’ September'
2004, 16 Wworking Government ‘companies: finalised 16 accounts for previous " .
Similarly,” durrng the same petriod one" Statutory corporatron (Tamrl]-:'

R Nadu Electrrcrty Board) ﬁnalrsed rts accounts for previous. year.

!

»‘The accounts of 15 Workrng Government companres and one - Statutory '

”\corporatron were ‘in arrears up to three years as on 30 September 2004 as;;_-; :

detarled below

Serial . _’,Numbcr of working ™
No.

'-. Reférence to SLNo.of.. -
Annexure2- - .

Year'for which = Numbler of .
accounts are in years for o
arrears <. | whichl

o .rccourr(s_zrr'e

. ; companies/corporations |

Government |

Smtutory

in arrears -

i~ | Government | Statutory.
;[ -companies.” . | co:por‘rtrons . i companits corporations
Lo [ e 2001202, 2002-03 - 3 TA22 —
) S and 2003-04 S R e
2. 0 1 o 2002-03 and2003-04 | 2 A-30 I
NN R C2003:04 © I - *_ S B

The administrative"departments have to overse¢ and ensure that the accounts
are finalised and adopted by the’ PSUSs’ wrthrn prescrrbed period. Though the

- concerned -administrative departments and officials of the Government - were -

-f_apprrsed quarterly by the Audit regarding arrears'in trnalrsatron of accounts;

.. no effective measures have been taken by the Governnrent and as a result the
- net Worth of these PSUs could not be assessed n Audrt

b

B -Fmancml posztlon mul workm results of workmg PSUS R

i -_ﬂl 7 The sumrnarrsed ﬁnancral results of workrng PSUS (Government‘

. .,.-companres and Statutory - corporatrons) as per their latest. finalised accounts are

given in Annexure-2. Besides; statement showrng ﬁnancral position- and

~ working results of rndrvrdual Worl(rng Statutory | corporatrons for the latest

‘three years for whrch accounts are ﬁnalrsed are’ grven in Annexures-4 and 5

- _ respectrvely

,;;Accordrng to- the latest ﬁnalrsed accounts of 52 worl(rng Government

.companies: and- two workrng Statutory corporatrons 23 .companies- incurred
i aggregate loss -of” Rs 178.96 crore” and-. 29" companres and- two Statutory

' corporatrons earned aggregate proﬁt of Rs 184 65 crore andl Rs llg 75 crore .

: respectrvely

N

Serral numbersA 7 8 10 12 17 29 3l to 33 35 and 49 to 51 ofAnnexure 2 .
o ) 6 .. . . )
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Working Government companies
Profit earning working companies and dividend

1.8 Out of 37* working Government companies, which finalised their
accounts for 2003-04 by 30 September 2004, 22 companies earned an
aggregate profit of Rs.96.62 crore and only six companies (serial numbers A-
19, 21, 23, 24, 39 and 40 of Annexure-2) declared dividend aggregating
Rs.8.14 crore. The dividend as percentage of share capital 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 of Rs.1,579.72 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 10 working Government companies, which finalised 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 Government companies

1.9 Of the 23 loss incurring working Government companies. 16
companies had accumulated losses aggregating Rs.1.955.29 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 financial support to seven out of these 16
companies in the form of equity, loans and subsidy amounting to Rs.1,070.83
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) finalised its accounts for 2003-04.  This
Corporation earned a profit of Rs.1.18 crore and declared a dividend of
Rs.31.39 lakh to the State Government. The other Statutory corporation
(Tamil Nadu Electricity Board) which finalised its accounts for 2002-03,
:arned a profit of Rs.112.57 crore for that year. The accumulated losses of
Tamil Nadu:Electricity Board as on 31 March 2003 was Rs.1,295.63 crore,
which exceeded the paid-up capital of Rs.225 crore as on that date.

- These includes six companies, which finalised their previous years' accounts also.

7



S Audif Re"p"ofi (Co)n'm‘e}'bih?) for the year endeil 31 Maréh 2004

- Oj)_ér(ltioflal performaﬁce’ of :uvoi'kiﬁo Statiu‘tory’cor‘boratioizsr L

"]1' M" The ope1at1ona1 performance of the wmkmg Statut01y corpo1at10ns 1s
given in Aunexure 6. S L

0
[

It could be seen from Annexure 6 that the powe1 generatlon by Tamll Nadu
Electricity Board: dec1eased by 3.27 per- cent . duung 2003-04though demand :

 increased by 3.89 per cent duri ring the same penod ThlS necessnated 1n01eased ;

purchase of power ﬁom other states g i

As regards Tainil 'Nad'u Wateliotising Cotporat:ion-’ the percentage of capacity‘
- utilisation, which was 90 per cent in 2000- 01, came down. drastlcally to 5 8 per

cent in 2003- 04 resultmg in reductlon of 1ncome

Return on capltal employed

1.12 As per the latest ﬁnallsed accounts (up to September 2004) the cap1tal i

employed® worked out to Rs.7,047.74 crore in 52 worklng compames and
total return® thereon amounted to Rs.723.39 crore, which is 1026 per. cent as

- compared to total return of Rs.533.37 erore (6.55 per cent) in the previous -

year (accounts finalised up to September 2003).- _Sl_rrnlally, 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 crore and Rs.791.48 crore, respectively as-against the total return -

of (- )Rs 4,306.42 crore in 2002-03. The details of cap1ta1 employed and total -
return on: cap1ta1 employed in case of workm0 Government compames and”

' Statutoxy corporations'are glven in Annexure 2

Status of lmplementatwn of M OU between tlte State Govemment and the -
Central Government : ‘ » R

1113 In pursuance. to Ch1ef Mlmstels conference on: Power Sector Refo1ms '
held .in March 2001, a Memorandum- of Undelstandlng (MOU) was signed in

- January 2002 between the Ministry of Power,” Government of India and the

Department of Energy, Government of Tamil Nadu as a joint commitment for -

: 1mplementat10n of - reforms p1og1amme in powe1 sector - w1th 1dent1ﬁed
v mlestones '

Capital employed: répesents net fixed assets (‘inc]udin" capital'woll\é'in pro'oles'é)- .
plus” “working’ capital - except in finance companies ‘and corporations, Where it
_represents a mean of ‘aggregate of opening and: closing balances of pald up capltal :
. -free-reserves, bonds, deposits and borrowings, (lncludmﬂ refinance): . '
For calculatmg total return-on capital employed, interest on borrowed funds is added '
_to net pxoﬁt/subtracted from the loss as dlSClOSCd in the profit and loss account.-

8
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Status of implementation of reform programme against each commitment

Gl

made in the MOU is detailed below:

-

2-19—T7a

I Appointment of Chairperson January 2002 Appointed and ---
in State Electricity Regulatory assumed charge in
Commission (SERC) July 2002
2 100 per cent electrification of | By 2007 (64,042 | 63,842 villages and -
all villages and hamlets villages and hamlets have been
hamlets) e¢lectrified
3. 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.
4, 100 per cent metering of all | December 2001 | Completed ---
distribution feeders
5: 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.
6. | Current operations in March 2003 There was a deficit of
distribution to reach at break- Rs.1,166.42 crore as
even per the preliminary
accounts for the year s
2003-04
v Energy audit at 11 KV sub- January 2002 Introduced in -
stations level January 2002
8. Computerisation of HT & LT | December 2002 HT billing fully LT billing in 90
billing computerized sections out of 2,376
sections were
computerized
9. | Securitised outstanding due of | As per scheme State Cabinet
central public sector approved by approved
undertakings Government of securitisation in e
India April 2002.
Government order
issued.in June 2002.
10. | State Electricity Regulatory
Commission (SERC)
(i) Establishment of TNERC Established in ---
March 1999
9
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'__' | (ii) Implementation of tariff 'First,Tariff Since ﬁled in

| orders issued by TNERC - | petition to be | Septémber 2002 ’and.‘. o
during the year . .- | filedby30 . | first tariffrevision. | . o e <o
: =l September 2002 | effected from . .= .. e T T

March:2003.

: V.Momtormo of MOU ’ Being;monitored'_‘on,‘

-Quarterly ,
- quarterly basis. -

' State Electrtczty Regulatory Commlsszon

- 1L 14 Government of Tam11 Nadu constrtuted (March 1999) Ta1n11 Nadui
! oo Electrrcrty Regulatory Commission (TNERC) ‘with.three ‘members including-a -
R P Charrman under Section 17(1) of the. Electncrty Regulatory Commissions
| . Act 1998"“ - The Commission . started. functronmg ‘with " effect from 1
ST AR o September 1999. The Commrssmn 1ssued its first tariff notlﬁcatlon in Marche_
- 2003, Accounts of TNERC have been ﬁnahsed up 1o March 2003.

':,';Investment in non- workmo PSUs R '

B B A As’ on 31 March 2004 the total 1nvestment in 14 non- workmg PSUS

B ~(all Government companles) was Rs. 84 23 crore (cqurty Rs.38:53 crore; long— .
term ‘loans: Rs.45.70 crore) as. against total 1nvestment of .Rs.88.12 crore
(equity: ‘Rs.43.43 -crore; long-term loans: Rs 44, 69 crore) 1n 14 non worklng
companres as on- 31 March 2003 LT A

i

The classrﬁcauon of the non- workrng companres was as under

i
i
1.
i
i
i
i
|
i

(Amount = Rupees i cror e)

. SLNo. | Status bfno:l;\VOI'lrirlg' - | Number of . Sl e ::- - Investment - - .
: companies . companies - " Equity . .| Long-term loans -
@ - Under liquidation™ ™= LA S I395T b T ONILE
j (i) “Underclosure” ~ " -7 4 @B Ny ) R N < (N
; (i) - -{ Under merger .- - B 2° - S ; 520 77 E 'leL":
(ivy " |-Others .~ 7 L R ‘ T207 s 7 INIE )
| ] ol Ter o e e 0 es3 0 | s o
* ',’Smce replaced wrth Sectlon 82(1) ofthe Electx 1crty Act 2003 ‘ SR
i * - One Company, Tamil Nadu Goods Transport Corporatron erlted whrch was under J—
| ‘ quurdanon had been directed by the State Governmeént to be- merved with State )
. L s .Express Transport Corporatron errted Approval of Company Law Boaxd was
Foeo ' - awaited.” : . :
| A Serial numbers C-7and 11 ofAnnexure 2 e - : C
B " Serial numbers C-I t0 5, 9, 10 and 13 ofAnnexurc-Z I TR
? € v - Serial-numbers C-8 and-14 of Annexure-27: . - R T
A °. Serial numbers C- 6 and 12- ofAnnexure 2 L

10



Chapter I - Overview of Government companies and statutory corporations

Of the above non-working PSUs. 10 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
companies. Effective steps need to be taken for their expeditious liquidation
or revival.

Budgetary outgo, grant/subsidy, guarantees, 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 Annexure-1. The State
Government had given loan of Rs.3.51 crore to one non-working company (C-
13 of Annexure-1) during 2003-04.

Total establishment expenditure of non-working PSUs

1.17 The year-wise details of total establishment expenditure of non-
working PSUs and the sources of financing them during 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 Government
expenditure :

investment/ by way of

assets loans
2001-02 10 5.41 0.04 337 ---
2002-03 5" 0.62 0.62 ---
2003-04 3* 2.16 1.68 0.48*

Finalisation of accounts by non-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 Annexure-2.

Financial position and working results of non-working PSUs

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

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

* Information in respect of other companies were not available.
- Interest and miscellaneous income.

11
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'

- Audit Repor(_(Calrxlztgrci(rl) Sfor. t"lz'e.'y___ear-,vjemle(_[_:_;fl‘Mafél; 2004 -

| T loss/proﬁt of non- W01k1ng PSUs as. pe1 therr Iatest ﬁnahsed accounts are given..
below ’ : P
7 : 7 v _ v (Rupees in lakh)
i Year of latest | Number of | Paid-up 'l\,{etjworth:‘ ‘Cash loss Accumulatedv:.
' finalised accounts 'cornpanies “capital: R loss (-)/profit”
1989-90 1 3266 T NA T NA | o 13255 |
i 1991-92 " L 1 10.002 (-)127.86 . 6.22 127.86
5 - 1993-94 S1e o 207360 |- (-)0.12 166.67 | -(-)207.48
I ' .. . : . . B . - -
199899 1 3150 | (61557 | 239 ()209.07 -
1999-2000 . 2 754.00 | ()7928.08 | 1,308.36 | (-)8,682.08
2000-01 | 2750 | 988 | 016 | (762
2002-03 - 3 762.03 | ()3,260.53 | 74747 | (-)6,078.08
? 2003-04 4 2,038.12 | (J672.19 | - 5.75 (-)2,731.49.
—-\,,:"-'T i
"
I
| - 1.20 The following -table - rndrcates the status of placement of various
" Separate Audit Reports (SAR) on the accounts of Statutory corporatrons
| “issued by the CAG 1in the Legrslature by the Government
|
! Sl. |- Name ot‘St_atut'oryvcorp'oration o |. Years up toir . Years for which SARs notblacc(jin Legislature 1
! No. o - : which SARs ———— — 71— ——————
i : placed in \ez‘\rolz _Datcol'lssuc .chlsonsford.clay
_ . ‘ - Legislature . | .~ SAR to the - “in p!accmc_nt i -
LT o . _ .. = :Government | Legislature
, ]] L 1 1. -] ‘Tamil Nadu Elect‘ri(_:ilvaoard o] 2000501 -2004-02 | September G
S R . J Y IR and | 2003 and :
3 R o S : o 72002-03 |+ June 2004
. , :

; A ‘:' . 121 Durmg the - year the..Government . amalgamated 18 State Transporthf
O nUndertakmgs (STUs) into ‘seven STUs. for: operational convenience and -

—t
Rt

economic viability: -+ The Government had decided (November - 2003) -to

- amalgamate; Tamil- Nadu Goods .Transpoit Corporation Limited, which is
- under hqurdatlon ‘with -State ‘Express Transport Corporation Limited. The .
s approval of Company Law Board was awalted (September 2004).

12 -
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Chapter I - Overview of Government companies and statutory corporations

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:

SL.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
< 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 of accounts Rupees in crore
No. e
Government Statutory Government Statutory
companies corpori- companies corpora-
x ! tions — tions
Working Non- Working Non-
working working
(1) Decrease in prolit 2 - | 1.54 --- 424
(1) Increase in loss 1 - - 4.58 - -

Errors and omissions noticed in case of Government companies

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

Sl Name of the Company Year of Errors/omissions Amount
No accounts (Rupees in
crore)

L Tamil Nadu Power Finance and 2003-04 Under statement ol contingent liabilities 594
Infrastructure Development :
Corporation Limited

Tamil Nadu Backward Classcs 2002-03 Under statement of interest payment 1.15

2
Economic Development
Corporation Limited
g Tamil Nadu Small Industries 2002-03 Non-provision lor doubtful debts 1.07
Development Corporation . : :
Limited Excess accounting of receivables 1.64
4, Tamil Nadu Adi Dravidar 2001-02 | Non-provision for doubtful recoveries 1.05

Housing and Development

Corporation Limited Non-provision for expenses 0.84

13




o —El rors and omlsswns nottce(l m case of Statutory corporatzon -

T

: _Au(lit_Réport (COIlllllﬂl‘CitlI).fbt' th_g )zé(lt"elt([etl3l' M(trdl 2{)04;, A; :

1. 24 "Some- maJo1 e1r015 nottced durmg rev1ew of accounts for 2002 03 of

‘ -Tamll Nadu Electuclty Boald are glven below

SLNo. | e Err_ors/omxssxons f " Amount
L ‘ R = (Rupees in crore)
. Overstatement of surplus due to non- plOVlSlon of 7 27 49 '
'deplecxatlon non- plOVlSlon for electrmty duty payable to ; )
o Govemment - . ao ‘ ‘ 7
2. Ovelstatement of surplus due to non- analysxs of defened cost |’ 459
3. | Understatemént of liabilities - C75.70 o

125
Nadu Electnclty Boald for the three years up to 2003-04 and taking into. -
‘consideration the’ ‘major 111egula11tles and omissions. pointed ‘out-in the -

N Atl(lit'(zsse55i11elzt oftlze:wotkino results of T anlil N(l&dl:l Electricity Boar(I

~Based on . the audlt assessment .of the w01l<1ng 1esults of the Tamll._;"

Separate Audit Reports on the annual aceounts and not takmg into account the -
subs1dy/subvent10ns 1ece1ved/1ece1vable from the State' Government, the net
surplus/deficit, pelcentaoe of 1etum on capltal employed capltal mvested will - -
be as under: : '

' (Rupees in crore) "

SL.

.'Pérticul'al's o

-~ 2001-02

©2003-04 |

_ | -2002-03 | 04 -
.| Ne. : . ] L - . | (Provisional) |
1 Net surplus/()def'cnt as per_ books of | (4851.89 |- 112157 | (91,166.42. |
-accounts ) ) R - 1. T :;f S
2. | Subsidy from thé»’Sta’te Government - | _ 322.50° | 1221214 | ©250.00
3. | Net surplis/(-) deficit before subsidy | (-)5,174:39 | (12.099.57 | (-)1,416.42
| from the State Government(l-’?) S = e o |
1 4. | Net 1nc1ease/decxease in net surplus/( 5) 2161 ) (:-)4.24":;" COINA L
deficit on account-of audit comments o o o
| on the annual accounts , i N e ) o )
5. | Net surplus/(- ) deficit after takmg into. (‘—)5,l5~_2ﬁ78 (—)2;.103':81 CNA
: :account the impact of audit comments | - N o ' ' '
but before subsidy.from the State
_Govemment (3-4). - N | . -
6. | Total return on capltal employed (4)4,610184. . Y: 79030 (-),4’65;19 e
7. Pelcentaoe of total retum on capltal AR : '8,(‘)2 - -
vemployed o

126 Test check of records of Tamil Nadu Electricity Board. 'cohduéiéa’
duung 2003-04 disclosed wrong . ﬁxat1on of tariff/non-levy/short- levy of

tarlff/short reallsatlon of" revenue or othet observatlons aggtegatmg to

14
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Rs.88.57 crore in 1,123 cases. The Board accepted the observations in 685
cases and Rs.10.15 crore were recovered at the instance of audit.

]lnterna] audit/internal contro]]

1.27  The Statutory Auditors (Chartered Accountants) are required to furnish
a detailed 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 needed improvement. Directions/sub-
directions under the Act, ibid, were issued to the Statutory Auditors in respect
of 59 Government companies involving 65 accounts between October 2003
and September 2004. In 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-7.

[Recommendations for closure of PS Usl

1.28 Even after completion of 19 to 27 years of their existence, the turnover
of three Government companies (serial numbers A-4, 11, and 52 of
Annexure-2) has been less than Rupees five crore in each of the preceding six
years as per latest finalised accounts. One company (serial number A-11 of
Annexure-2) had been incurring losses for four consecutive years (as per
latest finalised accounts) leading to negative net worth. In view of poor
turnover and continuous losses, the Government may either 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




I

© - Audit Report (Commercial) for the year ended 31 M(nfdl 2004

‘and paragraphé pending discussion at the end of 31 Maréh 2004:
- Pe_ribd of Number of reviews and paragraphs Number of révié'ws/paragraphs
Audit Report appeared in the Audit Report - . pending for discussion
: Reviews Paragraphs | Reviéws" Paragraphs
1995-96 4 24 1 =
1996-97 5 24. S
11997-98 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 three 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. ’
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 Audit Report (1 Commefcial) for the year-ended 31 Mrll'clr 2004

2.1.1 The Government of Tamil Nadu started a Govemment Tea Project in
1968 through the Forest Department to 1mplement -the Shastri-Sirimavo
Agreement of 1964 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, Ze., Tamil -
Nadu Tea Plantation Corporation.Limited. The Company was mcorporated on -

_’72 August 1975 and commenced its operation with effect from 1° April 1976. °.
The Company - is under the - admmlstlatrve control of Department of

Envrronment and F orests

“~The Company absorbed 2,445 1epatr1ate famrlles f1om Sri Lanka so far (Mar ch :,

2004) as against the target of 2,825 families. The absorption of less number of
families (in Phase-1II tea divisions) was stated to be due to absence of

organised repatriation from Sri Lanka. The tea|plantations were developedin -
‘four phases between 1969 and 1995 covering an-area of 4,431.92 hectare. The

Company has 11° tea divisions: and eight™ tea factories as on 3 31 March 2_004. :

;2 1.2 - The main Obj ective as envrsaged in the Memorandum of Assocratron of -
- “ithe Company are: 2

e To acquire, purchase and take over tea and coffee estates that are offered :
‘ for sale from tlme to time; ‘ :

o To promote; purchase lease or develop tea and coffee estates in Tamll .
" Nadu after being fully satisfied about their economic viability with-a view -
to safeguard the fiiture of tea and coffee industry; to protect the interest of .,
workers and to increase employment potentlal : o

o To carry on the business of planters, cult1vators sellers and dealers in tea
and coffee and other commerc1al crops.

The present activity of the Company is confined to raising of tea in the already'f-‘i:
developed areas. The Company had not acquned coffee estates as envisaged . -
at the time of formatlon of the Company SO far (Septembe1 2004) :

; Coonoor Kotaoul Cherambady, Cherancode Nelllyalam Kolapalll Devala
Pandiar, Lawson, Ryan, and Naduvattam.

Quinshola, Tlgerhlll Cherangode, Cherambady, Pandiar, Nellryalam Lawson and
Ryan.- : ,

18



Chaprer-11 Reviews relating to Govermment compuanies

LScope of Audit|

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 18" 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 divisions, tea factories and Head
Office of the Company during September 2003 to March 2004.

Audit findings, as a result of test check, were reported to the
Government/Company in April 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
19 May 2004, was attended by the Chairman-cum-Managing 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 finalisation of the review.

[Organ isational set-up|

2.1.4 The Management of the Company is vested in a Board of Directors.
As against the maximum strength of 10 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 are heading
the tea divisions 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 are given in Annexures-9 and 10. Some of
the key data are shown in the following table:

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

l. Tea sold (in lakh kg 111.16 97.64 109.60 105.48 108.77

2 Average cost of production 54.09 54.16 50.67 45.62 42.64
(Rupees/kg)

3. Average realisation per kg 5431 47.59 44.42 41.97 38.22
of tea (Rupees/kg
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It could be seen from the table and the Annexures referred to. in the paragraph: -
that.the cost of production per kilogram of tea was hlgher than its. average
realisation’ price: during 2000- 04.
Rs.9.10 crore during 2000-04.

Thls 1esulted in losses agglegatmg

2 2.1, 6 The Company had takenland on lease from the Forest. Department of -

State Government for ralslng tea plantatlon The details of land taken on lease

- are as under:

(Area in hectare)

‘ o _To’tal - - | Area. . | Total | Area lying i
Phase ' Divisions | area under | number | vacant for Reason lor not
o . acquired: | planta- of fields | plantation planting
o S | tion , , -
Cherambady | .402.06 . 344.79. 36 57.27* -
(1969-79) | Cherangode | 444.04 | 381.85 | 36 62.19*
Nelliyalam 39334 .| 36022 | 31 ©33.12% “Rock patches,
. roads, swamp,
Coonoor 254.54 20574 34 48.80* | residential and .
Kotagiri = | 238.89 21844 | 34 20.45% fjctm'ybmldmgs,
— . - - etc.
Kolapalli  |. 347.70 | 34770 | 32 NIL ,
I & 111 : ' , ‘. V ' . ##[ncludes 4.05
Pandi 77720 | 61968 | 60 | 157.50% | of whichsuitis
Pandiar . ' pending before the
R S e . R Court. »
_— * | Naduvattam |- 69624 -|  568.00 .| 70 | 128.24% *#%Surplus area to
1990-95) I y S T 1w be surrendered to
( 7 f) ALnamalal:s 2,642.51 . 1,085.50 | - ll4 _1,7557.01' ** | the Government
'%awson, S due to ban on
ym}) felling of trees
imposed (August
, . - o 1994) by it.
’.TOTAL‘V' : »6,’496."52 ".4,43"1.92 | 479 | 2,064.60 '

. It would be seen ﬁom the above that 68.2 per cent of the total area acqulred

was under tea plantation. The unplanted area of 1,557.01 hectare in Phase [V -

_~-is yet.to be surrendered to the.Forest-Department though the Company knew
* . that further planting ‘was.niot possible due to ban imposed by the Government
- “in August1994. The inordinate delay in surrendering the surplus land resulted

in avoidable expenditure of Rs.14.01 lakh on lease rent for 1995-2004. The

s '_Company stated (May.2004) that the matter was pendmg w1th the Govel nment
and it would follow -up the matter :

2.1.7 The annual:lease rent was payable by the Company in one- lumpsum

L before the end of the fmanc1al year and the Company Wwas liable to pay interest
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for belated payments. On review of the lease rent records, Audit observed the
following:

e While the Company had entered into 99 years lease agreement with the
State Government for Phase-I, Il and III, no such agreement was entered
into for Phase-1V. :

e The Company had calculated the lease amount payable as Rs.31.37 crore
for 1990-2004 in respect of Phase I to [V as against the Forest Department
claim of .Rs.14.04 crore for the same period. A Committee was formed
(August 2002) to reconcile the differences and its final report was awaited
(September 2004).

e 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.

e The Company did not pay the lease rent for Phase-IV on the stipulated
dates and consequently Forest Department claimed Rs.13.51 crore as
interest for belated/non-payment of lease rent.

e The Company has shown an amount of Rs.9.81 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 Forest Department for reconciliation of the
difference.

IPlantation activities

Shortfall 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 five years ended 31 March 2004 are given in
Annexure-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 field potential, previous year yield, age
‘of the plant, pruning and weather conditions, the actual yield achieved was
less than the budgeted yield:

e in all the five years in six divisions viz.. Coonoor, Kotagiri. Cherangode,
Nelliyalam, Devala and Pandiar.

e in four years in three divisions viz., Cherambady, Kolapally and Lawson.

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

Non-achievement of The short fall in GTL yield ranged between 1.46 lakh kg and 17.01 lakh kg
budgeted GTL yield  compared to the budgeted yield during the period under review. The total loss

resulted in loss of of yield due to non-achievement of budgeted yield was 218.04 lakh kg of GTL
contribution of

Rs.15.98 crore. equivalent to 50.15 lakh kg of tea. This resulted in loss of contribution* of

* contribution represents difference between sale value and direct variable cost of production.
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Rs.15.98'e1'01'e _dufing: the five ye’arsfended 31%March 2004. The Government-
_ stated (Septembér 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 duri 1ng the subsequent thlee years and»_:

hence the yield obtamed was less.

The avoidable reasons for shmtfall in.. GTL y1eld are - dlscussed in the

: succeedmg palagptaphs

Fer tlllsel applzcatton

2.1.9 The Company 1educed the - quantum of feltlhsel to be apphed ﬁom
2000-01 due to financial constraints and non-availability of labour.” The.

reduced: quantities were applied to the fields in two/three times agamst the -
normal application of four times. The Government stated (September 2004):,

that when the sale price of tea was much lower than the cost of production, it

was a 1ecommended practice to reduce the inputs by 10 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 expenditure on cost of inputs

would Have been much lower than the contribution that would accrue to the
Company by way of increase in GTL yield.

Less yte[(l obtained in tlur(l year pruned fi eI(ls

2.1.10 The oper ation of cuttmg the b1anches of tea bush at a pre- detelmmed

height at a specified interval is known as pruning. This activity is being

- carried out with  the main objective to induce more vegetative growth, to .

achieve bette1 crop distribution, minimise banp formation and ‘maintain -

convement he1ght for pluckmg, etc.,

, In a four years' pruning cycle,,the yield thained"ﬁ'bnl the third year after -
" pruning would be more by approx 10 to 20 per cent compared to the second

year yield." Audit analysis.of GTL yield of 1999 and 2000 pruned fields -

- revealed that-instead of achieving 10 to 20 per cent more yield in the third.

year compared -to the second year, the yield was less by one to 23 per cent -

corresponding to GTL loss of 10.70 lakh kg equivalent to 2.46:lakh kg of tea*.r"'
This resulted in loss of contribution of Rs.80.15 lakh to the Company. The

Government stated (September 2004) that the.‘yield loss in the third year was

mainly. due to unfavourable climatic conditions.. 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 1eglste1ed an increase in GTL yield in
‘the third year by 2.06 lakh kg, while in the remaining fields, the GTL yleld in -

the third year decr eased by 3.67 lakh kg. -

0 D01mant ter mmal bud.

® . Onekg of Green Tea leaves give 0.23 kg oftea
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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 yield 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)

compared to private
estates resulted in
loss of contribution of
Rs.17.97 crore.

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 212.05 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 less
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 shortfall 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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Year Average yield obtained per hectare Shortfall with reference to private
tea estates
TANTEA Tea Divisions Private Tea Estates Plateau Region Wynaad Region }
U0 S T T - A s
Coonoor | Cherambady, Plateau | Wynaad Kg Percen- Kg Percen-
and Cherangode, region region. tage tage
Kothagiri | Nelliyalam,
(Plateau Kolapalli,
region) Pandiar and
Devala
(Wynaad
region)
1999-2000 13,369 13,146 15,161 15,521 1,792 11.82 2,375 15.30
2000-01 13,327 11,149 13,661 13,443 334 2.44 2,294 17.06
2001-02 12,816 11,989 14,204 13,857 1,388 0.77 1,868 13.48
2002-03 11,810 12,453 13,666 13,309 1,856 13.58 856 6.43
2003-04 13,273 11,471 14,708 11,602 1,435 9.76 131 1.13
[t 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
Lower GTL yield
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" were lesser apphcatlon of feltlllsers 1nsufﬁ01ent prunmg, elc., as. stated in

palaglaphs 2.1.9 and 2.1.10 mfﬂa

Non-mamtelmnce of leaf stamlar(l

i

2.1 12 The Company ﬁxed pelcentage of good leaf for manufacturmg “Crush

Tear, Curl” (CTC) tea in Non-Reconditioned (NRC) process at-80 per cent:

:Nelllyalam tea factory, which manufactules CTC tea in NRC process, -gets the
tea leaves from Nelliyalam, Cherambady, Chelangode 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 on.tea produced and a loss of R$.1.90 crore:during 2001-04

T (computed with reference to per kllogram xeahsatlon pnce of tea and the. cost'
 price of this factory) L

The GoVernméntsfated' (September 2004) ythat} the sudden insist'ence on very-".'
high quality. of tea leaf affected the morale of pluckers 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 notitenable in view of the fact that
- during high- cropping - seasons; : the - Company should have also equally
- concentrated on quality of GTL plucked:to getjvr«enmnelatlve prices. . s

Capacuy lltl[lsatlon S O

2 1 13 One of the objecuve stated in the Memmandum of Association was to
manufacture, sell and deal in tea and coffee i in all its forms. In accordance

with this objective, the: Company. set up eight tea factories at various locations.

There are two manufacturing processes, viz., “Orthodox” tea manufactured 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 form. Orthodox- tea commands o

higher avelage sales reahsann price compa1ed to CTC tea.

~ There are two orthodox tea factorles at Coon001 (Tlgexhlll) and Kotagm j
: (Qumshola) 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 million kg per annum. The.

" Company produced 105.55 lakh kg of teaout of 1,248.68 lakh kg produced in- 7
_ the State of Tamil Nadu in-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 Annexure-12 revealed that four’ factories® achieved excess
p1oduot1on ranging from 0.07: lakh kg to 4.58 lakh kg per annum over and -

- above the achievable capacity and in the othet four factories™ there was a short

R VTiGer hill, Qu.inshonla Nélliyalam and Pandial
"% Cherangode, Cherambady, Lawson-and Ryan.

JF oL

i
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fall in production, which ranged from 0.24 lakh kg to 7.01 lakh kg during the
period under review.

Avoidable 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
Factory 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, where Orthodox tea was fetching better price than CTC tea. The
Company estimated a saving of more than Rs.15 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 while carrying out dual
processing:

e 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;

e The out turn of primary grade was less due to the problems faced in getting
right kind of withering, inability of the tea making staff to concentrate on
particular manufacture, efc; and

e 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, discontinued from March 2002. As a result,
Company suffered the losses on the installation and removal of dual
processing:

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

e 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 sold for Rs.0.23 lakh in December 2003. This resulted in loss of
Rs.26.70 lakh; and

e 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.1.44 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 protessing 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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' Injurltcwus (Ieaszon of settm g up a new factory

- 2.1.18 The State Government approved (November 1997) the p10posa1 to:
establish a new tea factory. (Ryan Tea Factory). in" Anamalai Regron at an:-
estimated cost of Rs 6.15 crore. . The Company ‘commenced work- (March'.

1999). and completed the. same in October 2001 ata total cost of Rs 7 59 crore
' w1th a capacrty to produce 1. 5 mrlhon kg of tea per annum '

In the meantime, the Board. approved (August 1998) a proposal even before ,
the work on the new factory commenced, for: the 1ncrease in -the installed
: capacrty of the ‘existing Lawson Facteryfrom.1.5 mrlhon kg to 2.25 million kgf
. of tea per annum, by installing additional” machrnery at an estrmated cost of *
Rupee one crore: The expanded capacity of Lawson factory was. sufﬁcrent for -
processing 9.78 million kg of GTL per annum;- which- was more - than;_

sufficient to take care of the then prevarhng yleld (5 49 mrlhon kg per annum)
- }ofGTL In- thelegron > : ~ : . )

o The expansron work commenced in December 1999 and up-to March 2001 an

- expenditure of Rs.72. 64 lakh was incurred on the project (Rs.32.08- Iakh on. "
machinery and Rs.40. 56 lakh.on’ civil’ works) The .project was abandoned -
(March 2001) citing financial constraints as the reason... The machinery was .
transferred to other téa.factories of the: Company and the expendrture on crvrl,"}_‘:

works (Rs 40. 56 lakh) was rendered wasteful

, Audlt observed that estabhshment of the new factory at Ryan at.a huge cost of -
- Rs7. 59 ‘crore wrthout completmg the- cheaper expansion. work and that too -
o crtmg ﬁnanCIal reason: lacked Justrﬁcatron in v1ew of the followmg '

- o The Company projected a GTL yield of 163 lakh kg in 2007 08’ based on

"~ per hectare yield of 15,000 kg-and stated that the capacity of the existing

~ Lawson Tea Factory was 60 lakh kg of GTL only. It is pertinent to’

" mention that in Anamalai Region, GTL yield of 15,000 kg per hectare was ..
- never achleved and that the maxrmum yleld pe1 hectare achreved was” .

v‘9 077 kg only

H\

o The Company drd not undertake cost- beneﬁt analysrs of expansron of
Lawson Tea Factory. vis-a-vis setting up-a new' tea factory. Instead.of"
expanding the capacity by 0.75 million kg of tea by spendmg Rupees one’:

~crore, the Company chose to set up a new, factory to produce 1 5. nnlhon;’ :

7 kg ofmade tea- by spendlng Rs. 7. 59. crore S R

- and 116 per cent in 1999-2000 and 2000-01, 1espect1vely, was drastlcally‘

- e The capac1ty utlhzatron of Lawson Tea Factory Wthh was: 129 per cent"f*_f

- reduced “after - the commissioning of Ryan Tea Factory and- dwmdled to

- seven per cent and 18 per cenr in 2002 03 and 7003 04, respectrvely

to be based on- hlgh cropping season. The reply is not tenable as the maximum

| The Government stated (Septembe1 2004) that dunng hlgh cropplng season,
- GTL yield would. be considerably high and therefore the factory capacity hasf}

A_ _yield of GTL in a month during the three years ended- 31 March 2004 in
- Anamalai region was in October 2002 viz., 10.34 lakh kg, which conesponds o

to 41 360 kg per day (for 25 worklng days) and thrs yleld could have beenij :
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easily processed by the existing capacity of the Lawson Tea Factory
(30,000 kg per day) plus the expanded capacity (15,000 kg per day). Audit
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
2000-01 and 49 days in 2001-02.

IMarketing and Sales|

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
existence, the Company had not built up its own marketing set up and had not
laid down marketing policy so as to maximise sales realisation.

Sales performance

2.1.17 The sales performance of the Company during the five years ended
31 March 2004 is given below:

(In lakh kg)
1999-2000 | 2000-01 | 2001-02 | 2002-03 | 2003-04

Auction sale 108.08 93.85 100.51 95.19 101.74
Direct sale 0.11 1.06 287 | 6.62 2.41
Packet sale 0.77 1.10 1.55 1.3 1.20
Total sale (including tea 111.16 97.64 109.60 105.48 108.77
waste)

Percentage of Auction sale to 97.23 96.12 91.71 90.24 93.54
Total sale

Average Auctjon sale price 5431 47.59 44.42 41.97 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 minimum. Short
comings/irregularities noticed in Audit are discussed in succeeding
paragraphs.

d Sale of secondary grade tea only.
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A{l_(lit Report (Comm'erc__i(r[) forthe year’emle'tl 31 March 2004

' Auction sales .

2.1.18" The Company sold -tea mainly in auctlon through six brokers who

-were " entitled to- a commission of. one.per cem‘ of net sale value. Audit

observed that the Company did not have any contlol over the brokers and had
relied on the brokers to get good prices. It did'not have any direct mechanism .

“to obtain maximurn price for tea and its ofﬁ01als ‘were -not represented during
* -auction sales. Consequently, the Company has been realising prices . lower

than its cost puce Thrs resulted in loss of Rs. 76 46 crore during 1999-2004.

The Government stated (Septembe1 2004) that penodlcal 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 obtained by the Company- compared to the prices obtained by

private tea factories indicated the inadequate system of monitoring of brokers.

- Moreover, there has been continuous decline in the ave1age sales 1eal1sat10n in

auction sale during the penod of TeView.

2. 1‘19 Tea produced by the- Company is mainly s‘:old through auction centres

- at Cochin, -Coonoor and: Coimbatore. - .Audit observed that the auction sales:
“price realised was much less; compared to'the district average price. The less’

realisation, as compared to district average price, aggregated to Rs 12 crore

tduung five years ended 31 Ma1 ch.2004.. -

The Govemment stated (September 2004) that the d1st110t average p11ces were

oonly reference price for the purpose of review and were'not comparable due to

the fact that most of the private factories offered only minimum quantity of
primary  grades- f01 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
performance of the brokers and tea lelSlOllS based on the dlstrlct average -

. p11ce

© 2.1.20 The average ranking position of the'Co‘mpany in auction sale of tea in -

the three auction centres (based on thé auct1on sales 1eal1sat10n) was poor and,
1anged between 10 to 13 out of 28 partlcrpants : o

2.1 21 As per-the. 1ules of the Tea Trade Assocratlon the buyer to whom a lot,’-
- was sold had to make payment to the brokers and 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 .
December 2002, one broker remitted Rs.20.37 lakh only out of sale proceeds.._
of Rs.42.98 lakh reahsed by him and has not femitted the. balance amount till .-

date (September 2004). . The Company admitted (November 2003) -that the
- present conditions for auction sale did not, have any provision to safeguard-the -

interest:of the seller and that the Tea Board has, been addressed in this 1egard
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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, failure of the Company
to sell atleast 30 per cent of its tea in direct sale resulted in less 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 sale, the Company
should have made all out efforts viz., by contacting State and Central Public
Sector Undertakings, big private companies, elc., 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 realisation 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 2000-01 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 7995 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 for TANTEA 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. Audit 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 installed capacity so far (August 2004).

2.1.24 The total manpower in the Company, which stood at 7,019 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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among the 36 VRS appllcatlons received, the Company decided (January

- 2003)- to accept appl1catlons of -only those employees in whose cases the .
_percentage of compensation and terminal benefits payable to net present value
-of future salary plus terminal benefits was. equal to or less than 50, per cent..

Audit observed that in respect of 25- employees where net. present value of
future salary plus ternnnal beneﬁts was ‘more- than the compensation and:

- -terminal benefits. payable now were not consrdeled for relief under VRS.

Failiire to do so resulted in avoidable extra expenditure of Rs.39.12. laklr

. (Septembe1 2002) 1]5 employees as surplus and only three employees were h
. relieved so far out. of 36 applications received under: Voluntary Retirement
- Scheme (VRS).. The Company is still retaining.112 surplus employees Even

2.1.25 The Company i having'its own Iirterrl'al Audit wing\consisting of three -

- members. This audit wing is ‘reporting to the :Chief Executive through Chief

Accounts Officer, who is in charge of the. lnternal ‘Audit wing. Since, the

Internal Audit wing is a separate function 1equned to ‘work independent of -

~accounts, the- reporting through Chief Accounts Officer is not as per the -
establrshed convention. ~The Internal- Audit did not: cover vital ‘areas like -
. procurement of mateuals marketmg, admrmstlatlon efc. though the manual

provided for the same. The inspection reports of the Internal Audit were not
presented to the Board -and - discussed till January 2003, - when Audit -
Committee* was formed : The 1nspect1on 1ep01ts submitted to the Audit..

_Committee- did "not’ cover. the areas like performance  of - the- Tea .

Divisions/factories; other related Company operat1ons and instead gave’ ‘datato _

the Board as- 1equ1red by the Government in the questionndire form: - Thus,

~ - even after formation of the Aud1t Committee; no points specifically relatmg to
“the main activity of the Company were ‘discussed.. As on 31 March 2004, a -

total of 171" palagraphs were outstanding for perrods rangrng ﬁom one to 23

o years

- The key problemlf;n‘rea of the ‘Company is its ln‘ablllty to get good p‘riee .'fo‘r"
‘tea. Despite 28 years of existence, its dependence on auction sales resulted

in realisation of- snbstantmlly low prices for tea. This has resulted i in huge -

~ losses during the last four years as the fall in tea prices- was much lngher
-compared to reductnon in productnon expenses In order to overeome this
’-del’lcneney, the Company should -take immiediate and effectuve steps to .
- . reduce-its over- dependence on auction sales and to improve dnreet sales -
_and ‘sale of packet-tea in the. lllberalnsed tea. marketing scenario. ’H‘lns

" ‘would enable the Company not- only to wnpe out lf[S losses bnt also earn

sufl‘nenent profnts in futnre
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2.2  TAMIL NADU INDUSTRIAL INVESTMENT *
- CORPORATION LIMITED

HIGHLIGHTS

Tamil Nadu Industrial Investment Corporation Limited was incorporated
in March 1949 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 up capital,

(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 dld not serve the intended purpose of
Mudalipalayam scheme.

(Paragraph 2.2.12)

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

(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
mcreased to 47.24 in 2003- 04. Target for recovery of mterest was at a all
time low of 18.71 per cent of dues in 2003-04.

(Paragraph 2.2.21)
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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 by 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).

2.2.2 The following are the main objective, as envisaged in the
Memorandum of Association of the Company:

(1) 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 agreed 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.

Scope of Audit

2.2.3 The recovery performance of the Company for the period up to 31
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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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 ofi 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.

Organisational set-up|

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 (SIDBI). The Managing Director looks
after the day-to-day affairs of the Company and is assisted by General
Managers/Deputy General Managers.

R s L T T B T v e ok S o T )
IFinancial position and working results

Capital structure and borrowings

2.2.5 The authorised share capital of the Company was Rs.100 crore. The
paideup 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
(IDBI) {Rs.17 crore} and other institutions (Rs.0.48 crore).

The Company was granted (between December 1984 and March 2000) loan of
Rs.103.50 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 financial position of the Company for the five years ended 31
March 2004 are given in Annexure-13.
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,Accumulatéid loss of
Rs.328.85 ¢roreas on’ .

31 March 2004
completely eroded
the pard up capltal

Bl

- Audit Report '(Cb:zzlrrelfgirtl) for the yeur ended 31 Mafblt 2004 -

. From the Annexure 1t could be obse1 ved that

o The networth of the Company was negat1ve duung the ﬁve years ended gl

March 2004.

~

o The accumulated- losses of Rs 328 85 crore as on _)l March 2004 had
- eroded the entire paid up capltal

e Loans and advances include Rs: lO crore pa1d (Apnl 2003) as loan to Tamll

,"Nadu Telecommunlcatlons Limited, a deemied Government compary -

without any security. The loan was 1epayable in three monthly instalments -

_from March to May 2004, Post dated’ cheques given by the loanee for

S repayment of pr1nc1pal are.yet to be honouled (September 2004)

W orkmg results

22.7" The workmg results of the Company for the ﬁve years ended 31 Ma1 ch -
© 2004 are g1ven in Annexure—14 : :

- From the Annexure 1t could be observed that

~ 2000 decreased to-Rs.98.48 crore in 2003- 04 This was due to inadequate -

e 'The mterest mcome on term loan wh1ch was Rs 135. 61 crore in 1999- B

"follow up of loans dlsbursed - This also 1esulted in. cash loss durlng these -

' years.

. @':"Dunng 2001 03 the Company made prov1s1on of Rs lOO 98 crore for non=
- performing assets: Prior to this, the Company ‘did not route provisions -

through profit and loss account. Had such provisioning been considered in -
~ the Profit and. Loss account, the reported profit of Rs.32 lakh and Rs.56
- lakh during.1999-2000 and 2000-01 would - stand converted into loss of B

. Rs.33.69 crore. and Rs. 28 80 crore respecttvely

: Sources and uttlzsatton

2.2.8 The soulces of finance and then utlllsatlon for the hve years. ended 31 ‘fr
- March 2004 are given in Annexure ]lS '

From the Annexure it could be seen - that drsbursement of loans as a:“f

_ percentage of -recovery,” which -was 58 - per -cent m 1999-2000, declmed»‘
,_thereafter (except "in* 2001-02) .indicating that- the major pOI‘thI’l -of the

recoveries were utilised to repay-the borrowings-of the-Company rather than”

: ploughmg back. . The. plough back, as a percentage of the recoveries, was -
- between 16.21 to 20.56 per cent durmg 1999-2002. The Company could not - -
plough back any amount from the recoveries made by it during 2002-04. This"

- . was due to the fact that the Company was under obllgatlon to pay back its ;?i:,',
‘borrowmgs » : - )
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Deficiencies in the
appraisal of projects
resulted in non-
recovery of Rs.67.42
crore from 18 units.

Chapter-II Reviews relating to Government companies

[Sanction and disbursement of loans|

Procedure for financial assistance

2.2.9 The Company provides financial assistance for setting up of new
industrial units as well as for expansion, diversification and modernisation of
existing units. Besides, the Company extends loans for transport sector such
as auto, taxi, passenger vehicles, rigs, truck, efc. The financial 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) are sanctioned by Branch
Sanction Committee, loans over Rs.30 lakh and up to Rs.1.50 crore are
sanctioned by Executive Committee and loans above Rs.1.50 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, efc. 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 risks
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, efc., as discussed in succeeding paragraphs.

Sanction and disbursement of loan

2.2.10 The details of applications for loan received, sanction and
disbursement of term loans made during the last five years ended 31 March
2004 are given in Annexure-16. It could be seen from the annexure that the
Company sanctioned and disbursed loans of Rs.1,102.09 crore and Rs.827.46
crore respectively during the five years up to 31 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 Audit 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 Annexure-17.

Major deficiencies noticed in appraisal, sanction and disbursement of loan
assistance to projects were as follows:
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. Faulty.implemen-

tation and poor

: follow-up, not only .
‘resulted inmon- "

* recovery of Rs.62.20

crore but: ‘also did not

serve tlhe mtended -

purpose

1

.- Audit Report (Conmercial) for the yetll‘ielrllezl_jl March 2004 k L

o Non evaluatlon of v1ab1hty of projects 1ndependently
K 'Non veuﬁcatlon of export t1e up

° Dlsbursement to known and clnomc defaultels

o Failure to ensure. tie- up for entlre w01k1ng cap1ta1 1equnement of the

proj¢ ect.

1elevant 1ndustr%

- @w-.‘Ass1st1ng plojects when . aheady ass1sted 31m11ar ploJects were not

functlonlng satlsfactorlly and were in default. -

‘ Disb_urse"me_nts'un‘(letf Mu([alipalayam sclzeme' B

©°2.2.12 The Government' of Tamil Nadu (State Government) had decided in
= July 1992 to set up industrial estate at Mudalipalayam, Coimbatore District for
" the'welfare of Scheduled Castes and Scheduleéd Tribes. The State Government -

,selected (between July and December - 1995) 100 beneficiaries from the list.
B given by a Committee constltuted for the purpose. The Company 1ece1ved"‘

(1996) 80 applications out’ of the 100, selected by the State Government and

o Dlsbmsement -of a351stance to promotels who had no experlence 1n the_‘

f'sanctloned term loan' to 78- ‘beneficiaries. After sanction of loans, the same
' were not availed of by the beneficiaries. 1mmed1ately due to various reasons
- like 1ev151on of project cost, means of finance, change of machinery, efc. An
~ amount of Rs.34.62 crore was disbursed between April 1998 and February

2001, against the sanct1oned amount' of- Rs 35.92 crore to 54 beneficiaries -
only The oveldues as on 31 March 2004 were Rs.62.20° 01o1e (punmpal -

' :Rs 19 92 c101e 1nte1est Rs 42 15 crore and othels Rs. 0 13 crore). -

. " A 1ev1ew of the scheme 1evealed the fol]owmg

e None of the :54 units pald even a single- mstalment of pr1n01pal due up to -

31 March 2004. In respect of interest, against demand of Rs. 46 07 crore

- till31 March- 2004 Rs.3.92 crore only were paid....

@ Jvaenty two unlts (loan dlsbtused Rslo 63 0101e) were closed/defunct/not.-

'pelfonnmo well due to- 1nexpe11ence ot the plOIllOtClS in the kmttmgﬂ

_ industry.

o «Elghteen unlts (loan dlsbmsed Rs.12.03 crore) were held by benamles

ZdleUlSCd Rs 4 64 -crore)..

e There was over invoicing of 1mp01ted machmery in seven cases . (loan',o

@

o * The * Company appomted (Janualy 1999) Inddstrial Aand @T echlﬁeal'~-

"’Consultancy Organ1sat10n of Tamil Nadu (ITCOL) to study the schéme. -
_ITCOT in its report stated’ (Feb1 uary 1999) that the knitwear industry was -

- facing severe competltlon from other Asian countries. It also stated that

- 'there was over capacity 'in ‘the industry and addition of more-units would -

- adversely affect the performance-of new units. The Company went ahead
-~ with the'scheme and disbursed the loan of Rs 7.66 0101e to 12 benef c1aues .

evena after recelpt of the rep01t
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e The field officer of the Company gave unfavourable/adverse remarks
(December 1996) on the implementation of scheme. The beneficiaries
also informed (November 1996) the Company about the unviability of the
scheme due 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.

2.2.13 The follow up of dues is continuous in nature and ceases only with
discharging of loan accounts. Monitoring during implementation of a project
ensures proper documentation, disbursement of loan and progress of
construction, bringing in promoters capital and timely implementation of the
project. 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 principal instalments as per schedule; and nominating a Director on
the Board of the assisted units.

Audit observed that periodical inspection of assisted units was not carried out
regularly to assess their performances. In the absence of regular receipt of
annual accounts/report and their critical scrutiny, the Company could not
identify the symptoms of sickness at the initial stage for taking remedial
measures. The position of inspections carried out in the assisted units of the
Company as a whole was not furnished 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 five years up to 31 March 2004:

SLNo. 1999-2000 2000-01 2001-02 | 2002-03 | 2003-04

13 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
units inspected

3t Total number of 2,162 1,315 1,885 991 1,071
units not
inspected

4. Percentage of 343 22.8
units:not _
inspected to total
number of units

o)
W
W
()
'S
(V5 ]
)
o

31



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

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

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 2001 also highlighted the
lapses in follow-up of dues and observed that on an average, the Loan
Administrative Officer (LAQ) was entrusted with 100-130 cases for follow up:
the visit reports were sketchy and did not contain enough details relating to
capacity utilisation, sales, efc; 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 Annexure-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 crore 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 available 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.1.18 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 2001. The unit remitted
Rs.18 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 2001), seeking reliefs/concessions. BIFR is yet to give its
verdict (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.1.07 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.11.23 crore (principal: Rs.1.76 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 periodical inspection, obtaining and analysing of annual
accounts of the assisted unit, efc., which would have revealed the irregularities
like under-invoicing and acquisition of assets from internal generation without
repaying the loan. Further, on receipt of paltry sums against huge overdues,
Company withdrew (January 2001 and March 2002) foreclosure 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 willful 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. Unit 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.1.04 crore
up to 30 April 1999 under rehabilitation package. The unit remained closed
from November 1999. The unit approached BIFR in 2000 and the matter was
pending (March 2004). Failure to take effective follow-up action and funding
of interest even after knowing that the unit had been defaulting since
beginning resulted in non-recovery of dues. The Company has not inspected
the unit after June 2000 and was not aware whether all the machinery financed
by it were available inside the factory premises. As on 31 March 2004, the
overdues amounted to Rs.4.91 crore (principal: Rs.1.10 crore and interest:
Rs.3.81 crore) besides funded interest of Rs.1.04 crore.

Withdrawal of Nominee Directors

2.2.18 The Company under the provisions of State Financial Corporation Act,
1951 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.

e  Where the equity participation of the Company has been more than Rs.10
lakh.

e Defaulting units and joint finance cases.

The Company had not maintained any consolidated records to show the
number 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

39



- Target fixed for
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, reports -The Company w1thd1ew (2000 01) the nommated D1rect01s ﬁom all

but thlee units, cmng the followmg reasons:

(1) ‘ The nomlnated Duectors wele not co opted as D11ect015 on the.

: respectlve Boalds of 83 units.

(i) - The a551sted units d1d not conduct. meetmgs and even 1f meetmgs are’

' conducted did not invite the nominated Dlrect01s

,(111) The Company recelved only a few 1ep01ts and pulpose of nommee

Directors ‘was not served.

Instead of plugging the above loopholes by suitable action, the Company
withdrew the nominee D1recto1s which'is detrunental in the long run.

Procedure

- 2.2.19 The Company lends'money at interes.t_r‘ates' varying from 12.25 per .
cent to 16 per cent per annum depending on the type of loan and location 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 loans 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. 36/6OA
months

A Default Review Committee (DRC) is functioning in-the Company,b which
reviews the defaulting units perlodlcally and advises the management on'the
course of action to be taken.

Recovery and 0verduesk :

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 ended 31
March 2004 are given in Annexure-18. Audit:observed that separate targets.
for recovery of old and cuuent dues were not ﬂxed '

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

2221 The target's fixed for recovery of prmcxpal 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 19992000
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 this touched an-all time low of
18.71 per cent of the dues-in 2003-04. It is also iriteresting to note that even -

40



2-19—11a

Chapter-II Reviews relating to Government companies

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 21* Report recommended
(October 1991) 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 also 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.50 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, respectively as on 31 March 2004.

Categorisation of outstanding dues

2.2.24 As per IDBI/SIDBI 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:

1. | 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.

Doubtful assets-| 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

8. 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

l. | 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— 101.13 65.89 02,577
(c) Doubtful assets-1 227.26 306.51 259.98 188.74 109.63
(d) Doubtful assets-I1 92.92 135.06 | 218.44 | 290.09 | 310.67
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CIsL | particulars’ | 1999-2000 - | 2000-01 | 2001-02 |-2002-03 | 2003-04 | -
| (e)Lossassets - - - | 582 - | 1226 | 3553 | 42.62°| 4947
3. { Total non'performing | '573.84 |-569.63 | 57955 | 544.72 | -482.87"| "
- |assets D)+ @+ () - | CONET R S T O
4. | Percentage of NPA'to. - . '5670 = | 57.57 | 60.52 | 63.00 | 63.10 -
total outstandmg - S B S SRR I

- Tt could be seen from the table that the loss assets 1ncreased from Rs 5 82 crore

in 1999-2000 to-Rs.49.47- crore in. 2003-04. The percentage of NPA to thepf‘
total outstandrng also hovered around 60 pcr cent : '

Roll over sclz eme

2. 2 25 Based on 1equest from the . borrowers and on- the offer by IDBI/SIDBI‘f; :
. o for roll over package. by reducrng interest rate, the Company rntroduced-f__
R (February/July 2001) a-roll over scheme. In thrs scheme interest on-loans was’;

brought down-to :17 per cent wherever it was more than. that percentage‘f'if
subjectto down payment of 20 to 50 per cent of simple interest arrears. The =

- balance simple interest was payable-in 18:to 24 monthly rnstalments and the -

penal and compound 1nterest was repayable after repayment of outstandrng

”v_prrncrpal -Roll over premrum was 50 per cent of Net Present Value of'»

drfferentral 1nterest

‘”The Company recovered Rs 227 crore as. down payment and Rs.95. 36 lakh as

premium from’ 679 borrowers who responded to thrs scheme as agarnst 7 836:
elrgrble borrowers ~ o ‘

2.2.26 As the 1esponse ‘to- the scheme was not encouragrng, the Company,

'; _1ntroduced a second roll-over scheme in. Aprrl 2003 The salient features of

the scheme were as follows

o Down payment of entrre overdue interest 1n respect of standard assets

e Down payment of entire interest overdues up to Rupee one lakh and Rupee o

- one lakh plus 50 per cent of overdues above Rupee one lakh in’ respect of -
Jsub standard asset. o - o : :

o - Down payment of 15 pei “cent and 10 per ‘cent overdues in respect of :

iDoubtful I and Doubtful 11 categorres respectrvely

e Roll over premrum reduced 025 per. cent from 50 pe/ cent in the earlrer

_'scheme for the 1emarn1ng perrod

T e s Entrre balance mterest was 1nterest free and was- 1epayable in rnstalments

' after prrncrpal repayment Penal and compound mterest was warved off

: The Company collected Rs 7.02 crore (agarnst the target of Rs.12. 64 crore) as: :
~down payment and- Rs.49.68 lakh as premium as on 31 March - 2004 from;”,g
1,922 borrowers as agarnst 3,869 elrgrble borrowers ’ o

-]

- =
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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:

e waiver of penal and compound interest
e reduction in roll over premium from 50 to 25 per cent.

e 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
lacked justification and resulted in loss of Rs.2.86 crore per annum to" the
Company (computed on the funded interest of Rs.18.76 crore at minimum
interest rate of Rs.15.25 per cent) from December 2003 and would be
recurring till repayment of funded interest starts.

Rehabilitation of sick units

2.2.28 The Reserve Bank of India and IDBI have issued guidelines
periodically in regard to rehabilitation of sick small scale industrial units with
specific reference to definition of sick SSI units, viability 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 extending 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 and 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 cent of demand) and Rs.9.55 crore (35
per cent of demand) respectively.

Repossession of units
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 balance amount to be realised for the five years ended 31 March
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(Rupeeé in crore)

Year. - ANumbenf Number of Number - | Number - | Total'loan Amount | Loss on
| of units- | units in:. | of units . | of units amount realised | disposal ———
| at the . respect 0f “under . disposed | outstanding | on of =S
| beginning | which possession | off against units | disposal | assets
: possession ' disposed off | . -
; | taken s :
| during the -
' o year
1999-2000 1,094 © 484 ' 1,578 289 62.40 - 1232 50.08
- 2000-01 1,289 s, 1,304 303 1 79.49 9.81 69.68
I - 2001-02 S1,000 | '1_"96 . ' 1,197 169 39.98 6.87 | 3311 =
2002-03 1,028 . 712 1,740 405 120.27 1625 - | 104.02 ——
2003-04 1,335 . 361 1,696 637 173.95 17.35 156.60 ——

A The Company was

yet to dispose off

_ 1,059 units out of
2,862 units taken

over during the five
years ended 31

‘March 2004.

Audit obsewed that:

[

~value ofassets.

The Company could d1spose off assets of only 1 803 units and reahsed an

amount of Rs.62.60 crore as against total dues of Rs.476.09 crore during
1999-2004. During 2002-04, the Company realised Rs.33.60 crore in the
disposal of 1,042 units, which did not cover even the principal amount of
Rs.60.39 crore. The Company did not make available the break up of

principal and.interest outstandlng in 1espect of assets dlsposed off up to

2001-02.

‘In respect. of 1,059 units- in possession - of the Company, from whom

Rs.606.48 crore 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 Rs:260.62 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

'_ dlsposal of these assets, the Company had not only-to incur Rs. 9.46 crore -

on security charges, insurance, advertisement and maintenance of assets up
to 31 March 2003, but aIso had to bear the loss due to deterioration. in the

_Promotlon - Corporation:- of - Tamil Nadu. Limited

‘Absence of any concrete strategy for tlmely dlsposal of assets taken over-and-
lack of realistic assessment of value of assets 1esulted n then non- dlsposal and :

- consequent detenoratlon :

2.2.30 The State Government was providing capital subsidy. for industries set

~up in the specified areas till February 2003. The Company received subsidy

S 44

‘Further, major defaultlng units, from whom Rs.139.20 .
~ crore were due, were in the possession of  Official Liquidator/State:
- . Industries
_ (SIP.COT)/banks.
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from the Government and disbursed the same to the eligible units. The
Company disbursed Rs.28.42 crore 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, which 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.

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
2001) 176 employees as surplus in all categories and sent a proposal to the
State Government (May 2001) 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 rationalisation of strength in a phased manner and the progress in the
implementation of VRS was to be reviewed by the Committee after one year.
[t 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 establishment 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 of 25 as envisaged.




Aorad
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2.2.32 The Internal Audit Department (IAD) 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 opelatlonal activities like .

sanction, disbursement, follow-up, administration, etc. From 1999, Internal
Audit Department confined itself mostly with thé 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, efc: The audit ﬁndlngs were reported to

the- Managing Director. No major 1rlegula11tles were found by the IAD during.
the period under review. :

The Company was established to provide financial assistance to medium
scale industries, transport and small scale units to accelerate and sustain
mdustrm]l growth in the State. Loans were sanctioned in several cases in

the face of adverse factors brought out in-the appraisal notes. The loans

were also disbursed wnthout adhen‘mg to the general terms and conditions
of the sanction. The ste‘ldy increase in ]pelrcent'nge of non- performmg
assets to total outstanding amount indicates that the recovery mechamsm _
of the Company. was meffectuve The Company needs to improve the
recovery penformance o : S B

In order to reduce the dependence on lbormwcd funds, which was a
consequence of poor recovery performancc, the Company has to
scrupulously adhere to the laid down procedures in respect of sanction,
disbursemeént, monitoring and follow-up of the loans. The Company
should also have to evolve an action plan for speedy disposal of units
under its possession - in- order to realis;e: the outstanding amount to
eliminate/minimis¢ deterioration in the value of assets taken over. The.

‘Company also need to rationalise the interest rate so. as to survive.in the
‘highly competltnve business and this would not only provide finance to-

entrepreneurs at aftord'nlble rates but Would also spur industrial growth
in the State. :
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3.1.1 Tamil Nadu Electricity Board (Board) has 160 power generating
stations comprising thermal, gas based, naptha based hydel and windmill.
There are four thermal power stations located at Tuticorin, Mettur, North
Chennai and Ennore; three gas based power stations at Thirumakottai,
Valuthur, Kuthalam and one naptha based power station at Basin Bridge
(Chennai). The hydel 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 Annexure-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 cent 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.

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.

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 North
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 - VGTPS) and one
naphtha-based 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
finalising 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 re;ﬁly of the Board furnished thereafter in
July 2004 has been considered and suitably incorporated in the review.

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 collieries) 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 110.10 150.45 151.95 148.50 | 161.85
lakh MTs)

Coal receipts (in lakh MTs) 115.34 152,52 144.92 135.52 139.97
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 in 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 w1thout determrmng the shortage of coal in - the»l
' prev10us contracts ) SR R .

The Board stated (July 2004) that the actual shortage could be amved at only.']
on closure of purchase orders and shortage, if any, would be- recovered. from.
“the handling contractor. The reply is not tenable as. non- determmatlon of
shortages immediately. after the end of a year has resulted in delay in recovery
of cost of shortages noticed in coal from the handhng agencies. Besides, the
~ delay in determination. for shortages would | ‘pose problems ‘in the conect""f

. determlnatron of shortages of coal. 1elat1ng to very oId perrods

Lack of ag reement wztlz Poompulmr Sluppmg Company fo; clmrter partles ;

7 - A3 1. 6 Coal 1s. tlansported by sea from the loadrng ports of Hald1a Paradrpf
and Vrzag fo Chennai and Tuticorin by - Poompuhat Shipping . Corporatron‘
Limited (PSC) - a State Government undertaklng through its three Vessels As

- . three vessels were not adequate PSC chartered:additional vessels, on behalf of.

* the Board, for transport. of coal. . The rights and liabilities of PSC and the
Board in 1espect of these chartered vessels were not deﬁned by way of an

. agreement

There were 17 arbltratron awards (as on August 2004) aggregatmg to Rs 10. 16 .
- crore against- PSC in respect of private charter parties. against which PSC has:
gone on appeal in the High Court of Madras. - Audit observed that the Boa1d ‘

. reimbursed (June 2001) Rs. 2.89 crore in respect of two arbitration cases to-

PSC ‘intheir- capacity as ‘principal responsrble for the acts of its agent. While

- - sanctioning reimbursement of the above award the Board noted that PSC did

. not contest - the .arbitration effectively due. to its inability to - produce
: documentary evidence before the a1b1trators and deﬁcrencres in the dlaftmg of.
_ charter party agreements o e _ :

The Board stated (July 2004) that a commlttee compnslng membels of the ‘.
Board and PSC -had been constltuted to sort out“the issues and av01d

- arbitration cases in future. It was also stated that the agreement wrth PSC due:'._

for. renewal in August 2005. would - be sultably modrﬁed to safeguard the‘.;_'

. 1nte1ests of the Board

s Qualtty of Coal

Poor qualny of coal and Ioss of generatwn .

::3 L. 7 The followmg table 1nd1cates the:loss of generatlon due to p001 quahty-
E of coal as. futnlshed by the Board durlng 1999 2000 to 2003-04. a

Loss m Generatlon (m MU),,

[ Par_ti‘cu’larsgrf _.19'_9'9-;2000_ :5.20'00-0171 : 2001-02 2002-03 | 2003-04 | Total
SOTTPST | 844 | 73602 | 1499: | 3582 | 4530 | 140.57°
. MTPS | 13441 | 22861 | '165.68_'"'._18.1'5 | 016 -] 4701

NCTPS | 1602 | 20.56 | 5826 . | 6830 -| 6167 | 22481
Total | 158.87 . | 28519 | 23893 | 122.27 | 107.13 |/ 91239

SN PRISER
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resulted in loss of
generation of 912.39
million units.

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

Chapter-111 Reviews relating to Statutory corporation

The poor quality of coal during 1999-04 resulted in loss of generation of
912.39 million units (MUs).

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

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

3.1.8 As the Board has not entered into an agreement with the suppliers of
coal since 1986, no agreement for reimbursement of cost for the stones, shale
and foreign material contained in coal was also reached. Audit observed that
as per model agreement existing in 1985, the supplier was to take adequate
steps to ensure that pickable shales, stones are removed. The quantity of the
stones, mill rejects received and the consequent loss incurred by the Board
during the last five years ended 31 March 2004 are given below:

Name of the Quantity of coal Quantity of stones and Cost of stones
Thermal Power | received at TPS (in mill rejects contained in | and mill rejects
Station (TPS) lakh MT) coal (in lakh MT) (Rupees in lakh)
NCTPS 165.91 1.40 212527
MTPS 238.54 1.18 2002.44
TTES 246.51 1.53 2847.64
Total 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 of (+)200 mm stones, shales had
already been taken care of while collecting samples for ascertaining the grade.
The reply of 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.1.40 crore as against the cost of Rs.69.75 crore
of stones and rhill rejects supplied by CIL.

Excess ash content in coal

3.1.9 Higher ash content in coal i one of the main reasons for excess
consumption of coal in thermal power stations. The following table indicates
the percentage of ash content in coal received at the thermal stations during
1999-2004:

Power Station | 19992000 | 200001 | 200102 | 2002-03 | 2003-04
TTPS 41.59 4347 4061 | 3932 162 |
| MTPS 4520 46.51 4496 | 4370 | 4235
NCTPS 46.60 46.40 45.40 4020 270




',_Arlqlit Rep:ql:t:_(C{)yrllgzgngj(rl) Jor the year ended 31 March 2004

'The ash content of coal 1ece1ved 1anged from 39 32 to 46.60 per cent as -
1ndlcated in the .above table. -~ Ministry ‘of - Environment and . Forest,
o Government of India (May 2001) stipulated a maximum ash content of 34 per
- . cent ‘in coal for thermal stations located. beyond 1,000 KMs from the coal
prthead The Board, ‘however, continued to get coal wrth high ‘ash content.

b _ o Itis relevant to pornt out that NCTPS suggested (July 2001) usage of washed
AR coal, which would bring down the ash content to 36.4 per cent. As agalnst the
' ' average calorific value of 3258 Kcal”/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-an annual saving of 8.22 lakh MT of coal .
~~ valuing Rs.61.39 croré for NCTPS ‘alone. As the generating stations of.~
- Electricity Boards of Gujarat, Punjab, Raj asthan have already switched Over to
; - washed coal by engaging private coal washeries at-the coal plthead use of ——
R washed coal in the thermal stations of Tamil Nadu assumes greater. nnportance :
Poe particularly in view of substantial saving in the cost. of coal. - The Board;
however is yet to take a decision in this- regard (August 2004) ' SR

The Board stated (July 2004) that the quantrﬁcatlon of benefits of the’ plO]eCt
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 station.” 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 use in
one thermal statron for six months on trial. basrs

S Excess consumptwn of gas

A vv3 1. 10 The followrng table 1ndrcates the desrgned heat rate” of the statrons
generatron achieved, actual heat rate reached at the stations, excess’ “heat rate -

. consumed, excess consumptlon of gas and the value of excess gas consumed
"duung 2001 04 - : : i .

‘ ' L] A _'»Particma:rs T (K) GTPS - VGTPS
NO" e RS :‘120011-02:_' ©2002:03 | 2003-04 | 200304 -
| Instlled capacityinMW | 107.88 | 107.88 | 107.88 | 95

B | GenerationinMU =~ - 697342 | 727409 | 72372 | 66555

, Stipulated heatrateby .| " 1,670 | 1,670 | L670- | 16716 |
pETT m e e e Original Equipment.t T o] L et T e
R S :-»Manufaéture‘r (»Kcal/Kwhdro») e R

o | D | Actual heat rate achleved Ol 169737 | 169737 | 182382 | 192962 |
' (Kcal/Kwhr) S ER e R
S Wf\ . Kilo:eaIOries.‘:_

. ¢ Kilowatt hour. .
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S Particulars T (K) GTPS VGTPS
s 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 | 1,71,725.21
Mecal) (E x B)

G | Excess consumption of gas in 19.08,625 | 19,90.918 | 87,66,202 | 1,71.72.521
Standard Cubic Meter(SCM)
(F x 10%10%)

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 obtained 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 field conditions including average temperature in the
area. It is also 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 naphtha due to enhanced heat rate at BBGTPS

3.1.11 Similarly, for generating one Kwhr of electricity 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 fixed as
applicable to.peak hour station only.

Excess consumption of coal due to excess heat 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) tevealed 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 poWefsta'tions ThlS resulted m excess consumptlon of 35 65:-}
lakh MT. of coal valumg Rs. 610.50 crore durmg 1999 2004 ' ‘ .

The Boald attubuted (July 2004) excess consumptlon of coal mamly to lesser

~ calorific value of coal, more ash content and va11at10n in moisture in- dlffelent ;

grades of coal.. “The reply -is ‘not tenable "as the: point raised was excess -

- consumption of heat in relation to actual- generation, independent of* the quality .
- of coal Further, -based upon the “calorific. value of coal actually received,

norms “fixed have not been 1ev1ewed f01 makmg su1table correctlons for_'-'"

' adoptlon in- futLue

: The matter was reported to the Govemment in August 2004 The reply is, ,',

however awaited (Septembe1 2004)

g The an‘d has not entered into fngn‘eemem wnth the, supphers of cmﬂ In- .

absence of agreemem issues regarding poor quality of coal, presence of -
shales, stones and foreign materials in coal could not be settled with the :
supphers The Board has not determined the slhmrmges of coal and as-

' ~ such-early n‘ecovery of the short‘nges fmm hfmdl]lmg agencnes couﬂdl not lbef“

carried out.

" The Boaurdl is requnred to emer into agreemem Wmth the su]p]pﬂners of tthe

coal to settle these issues regarding quahty of coal; ete. Shortages noticed -
in the handl]lmg of coal need to be determmed e‘ur]ly to avoid the ch‘mces of

*future dnsputes wnt}hl the handling : ‘ngeucnes

.' '54
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Afmlit'R.eporr (Comimeicial) for the year ended 31 Marc%lr 2004

3. 2 1. Tarml Nadu Electuclty Boald (Board) a statutory body, was formed
11957 under the Electricity (Supply) Act, 1948 to-take up the role of the erstwhi
Electricity Department of the Government of Chennai:- The main functions of t———
Board are to generate; transmit and distribute power in the State of Tamil Nac——

-and to wheel. power to-a part of the Union. Territory of Pondicherry. under mutu===

agreement.: The distribution of electuclty is being done through 37 Electricit——

- Distribution Circles (EDCs) spread over the State: The revenue generated by th———
" Board through'High Tension (HT) services by these EDCs for the financial yeeees

‘ending 31 March, 2003 was at Rs .4, 452 63. crore 1epresentmg 47.9 per cent of th——
total revenue. : : L _ :

iThe program for;HT—bi.lling was rrrade_ 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 wa_—

_ introduced in July 2001 in all the 37 EDCs. -

3.2, 2 ‘The software aimed at (a) preparatlon of HT bills (b) online collectlon anc——

accounting (c). analysis of the’ ‘consumption pattern, and - (d) attainment o
_complete revenue realisation. The objective of audit was to examine whether the=
" . aims were achieved; to evaluate IT controls to ensure their adequacy and to ensure——

that the relevant business rules, terms and condltrons of supply of electricity anc——
periodical operational 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 relévant records in five EDCe==
(South, Central, North and West of Chennai and Titunelveli). The EDCs selecte ==
for audit accounted for 27.3 per cent of the total revenue of Rs.4,452.63 crore——
from HT services as on 31 March 2003. The data maintained in the central server

. for the period upto October 2003 was queried using Structured Query Language—
- (SQL). Wherever necessary; the reports generated by the systems were also used
for analysis. - The results of the queries were examined to evaluaté the adequacy
~of IT controls,  to identify loss/omission of revenue and "to ensure=——

comprehensrveness of the software The audit- findings are-discussed in
subsequent paragraphs S ' ' o

323 The order for the design and development of software for computerlzatlon
of H.T Billing and collection of Current Consumptlon charges was awarded in
April 2000 to Broadline Computers Pvt Ltd, Chennai for a total fee of Rs.18.16

-lakh. ’The billing software including modtlles 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 (RKVAHTr) 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 (North), 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 design|

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:

32.5 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 date;
a 25" of the collection month;
o 31% of the collection month and
. Final transfer of the data on 5" of the subsequent month of collection
month.
N7 e g e
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However, no program control exrsted to ensure that the EDCs transmrtted the
complete processed data as per-the prescribed- schedule. No records were also
available in the computer centre for having sent reminders. immediately after the
due dates to the EDCs for transmrttmg the unsent data

3.2.6 The software generated a low consumptron report in EDCs for the_
‘se1v1ces reporting a drop of 20 per cent and above in the consumptron as
ccompared 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 windmill generation into TNEB lines), however, did not exactly
reflect the low consumption as the electricity 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 consumption 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 gross units consumed by the HT service
alone The Board stated (May 2004) that the software was corrected to cons1de1
gross consumptron to correctly reflect the tr end 1n: consumptlon

- 3.2.7 The meter readmg of the'wmdmlll 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 and were transmitted by post/e- -mail to
the EDCs of the HT services concerned for adjustment of the same in the regular
energy bills. The information so 1ece1ved by the EDCs of the HT services
concerned was again processed for entermg into the system. As all the servers in
the EDCs were connected to the central server, the monthly meter-readinig 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 entry, delay and errors in transmission of information. The -
Board agreed (May 2004) to mcorporate the sugoestron made by audrt in the
software after detarled study.

3.2.8 The regula1 meter readmg 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 1egula1
“meter reading for a partlcular HT service. The Board stated (May 2004) that the .
program was modrﬁed to reject multrple 1ecords for regular meter readmg '

Calculatton of Maxtmum Demand charges

3.2.9 The Maxrmum Demand (MD) in a month is the hrghest value of the -
average Kilovolt-amperes-delivered at the pomt,of supply of the consumer during
any consecutive thirty minutes in the-month and is expressed in KVA. As per the
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terms and conditions of supply of electricity, if an HT 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,
violated the business 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 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 at 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 allowed 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 exceeded 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 inr the 1e001d It 1ndlcated that the program:

+allowed manual entry of power factor, which was otherw1se to be processed
through program. The Board stated (May 2004) that the program ‘was modified to-
e calculate the power factor as zero if one of the paramete1 ‘was not entered '

3.2, ]14 The HT' se1v1ces have to’ malntam powe1 factor of their 1nstallat1on at not

less than 0.9 &s per March 1994 gazette. In the event of the average power factor .

" going below 0.9  consecutively for three months, in addition to the levy of -
_.-compensation cliarges, the service connection has to be disconnected giving seven

days’ notice to-the consumer.  The service connection was 1o be 1econnected only :

after the: powe1 factm correctlon was carried out.

 ]An analysrs of the data on low p‘ower' factor‘during‘ April to ‘Nouembe_r 2003-.
" indicated that in respect of 91 services, though the power factor was below 0.90
' consecutlvely for three months, the services were not disconnected to improve the

power factor. It 1ndlcated that the control failures at the EDC level have not been-
systematically reported to the competent authority, despite the availability of such -

- information-in the central server. The Board noted down the point and agreed -

(May 2004) to incorporate a module to gen’erate a mo11thly report for review.. ,

: Non-regulatton of bankmg charges of wind mtl[s

3.2.15 As per the- Board Proceedmgs (Fmance Branch) No. 99 dated 27
. September 2001, if the energy generated by the windmill units in'a month is

surplus after adjusting with the energy consumed by the respective HT services,
the smplus energy can be carried forward and adjusted in the ensuing months upto
the end of 31 March of every year: 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 deal with banklng charges. A test check of bankmg charges details in
‘l_1espect 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.10:30 lakh.” The Board .-

. stated (May 2004). that a module was 1ncorporated in the program for banklng‘
cha1 ges S : S

- Continuance of minimun bzllmo beyond tlze admlsszble perlod

3.2, ]16 As per clause 13 06. of the terms and condmons of supply of electrlclty, Q-

service may be. temporanly disconnected and minimum demand. charges billed for .

~a'total period of six months for non-payment of dues.- A test check of data from

" April 2001 to-October 2003 ‘revealed that in 1espect of 159 cases, the: services -

. were kept: dlsconnected temporarily for more than'six months. The program -was -

.. .not able to detect cases in-which the services were kept temporanly disconnected

- beyond’ a continuous period- of six months: ‘The Board: stated (May 2004) that the
= ~»pomt was: already noted and 1ncorporated in the package in December, 2003,
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IDeficiencies in Security Deposit module

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
was suitably modified to remove negative balances.

3.2.19 In security deposit module, one of the columns representing the instalment
amount of ACCD received from the consumers 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 applicable for a regular HT 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 proc‘essing':HT applications and customer -
" service, the Board prescribed (December 2000) a maximum time of 120 days for -

effecting supply from the date of agreement with the consumer. An analysis- of

- the data maintained in the server n’ the HT apphcatlon module 1ndrcated the:
. followmg- : ' - S

3.2, 22 As. per the data: 1ece1ved from the EDCs to the Server, 157 apphcatlons for
" HT services were pendlng as on 27 November 2003.- As against the. maxrmum
" ‘time prescribed for final-disposal of HT applications, the pendancy . exceeded one -

year in respect of 33 applications and twe years in respect of 13 apphcatrons The

- reasons for “delay in these applications could not be found from the data in the
: absence ofa column to that effect : T - '

3 2 23 On readmess of supply, the Board has to issue notlce o the consumers to -
: avail of the supply within three months and for that perrod ‘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 minimum charges were duly levied. ' A test check of the records in -

two EDCs in Chennai revealed that in elght cases, monthly minimum charges of

Rs.30.03. lakh ™ (from. the date of serving notiee: to avall supply w1th1n th1ee :

- months) were erther not. lev1ed or completely collected

3.2, 24 A t1me exterision f01 a furthel peuod upto thr ee months beyond the notlce

period- of three months has to be granted by the Regional Chief Eng1nee1 (RCE) -
concerned, by collecting the monthly minimum charges for the entire period of -

- six months But, in two out- of - ‘eight- cases: mentloned above at the time of ~
- granting ‘second extension by the RCE, the charges were - not--collected as .-
" mentroned above 1nd1cat1ng v1olat10n of the relevant busmess rule. .

3.2 25 Consequent to. the Government of Tamll Nadu § G O Ms No 72 dated lO
~May 1996, energy audit was made mandatory ; for every’ HT industrial- and
. _-commercial service and the terms and conditions of supply of electricity was.

amended (March 1997) accordlngly with the - objective -of minimizing energy -

o costs/consumptlon Every HT consumer has to. complete energy audit and- submrt ’
- the report thereon within- 180 days from the date of receipt of notice issued by the
- 'Board in this regard. -.On-expiry of the. above period of 180 days, defaulters are-

‘issued notice.of warmng to submit the report within 90 days Though the statutory - :

o regulat1on relating to energy audit was incorporated iix the terms and condltrons of
_ the Board, the software did not provide a module to monitor whether. energy audit- -

1egulatlons were fully complied with by the services and in the event of default; -

pun1t1ve measures were systematlcally 1n1t1ated and approprlate penal charges .
' lev1ed o : s S - S
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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.

IReview of the incentive schemes|

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 benefit to the Board in terms of
minimisation of shut downs and improving transmission voltage. A review of the
quantum of benefits extended under the 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 audit.

IDeficiencies in change Management Controls|

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 are 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 periodically, 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.

63



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

3.2.29 The various components of the program and the relationship among these -
components had not beén documented to 1dent1fy and 1educe errors in the source
code.- '

3.2.30 The programs released were not thoroughly tested before they were put-
into use in the EDCs. The program worked out (August 2001) the bill amount in
respect of few services wrongly despite entering of correct data. The vendor’s
‘acceptance of the above lapse in-thoroughly testlng the pro gram mdrcated that the
pro gram was not fully tested before itsuse. - - -

. 3231 A test check of.securrty deposrt 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 figures. It indicdted

that data amendments in the EDC had not been done with prior. authorisations. -
Neither the EDC formally communicated -the data amendments to the compute1

centre nor the server detected such amendments through the program.

The. Board stated (May 2004) that the observatlons were . noted for future
guidance.

The application, which was implemented after a delay of enght months,
contained various-design deficiencies and a number of hnﬂﬂmgm
‘components were left beyond the scope of the: software. Deficiencies in

change management eontroﬂs were aﬂso ohserved durmg audnt

The organisation’ needs a systematne doeumentatﬂon of ail amendments
made to the softwarre and bring all aspects of HT hrﬂﬂmg under the
appﬁreatnon The appﬂneatron should have a module on energy audit .
provisions so that eompﬂmnee thereto is monitored throngh the program
and punitive measures are systematneaﬂly initiated. The Board could
use the information generated through the- eomputernsed system
penodncaﬂﬂy to revuew the ett‘ﬁ‘ectweness of meentnve schemes.
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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.

Corporation | ed

Purchase of gunnies in excess of requirement resulted in blocking up of’
Rs.6.11 crore and consequent interest 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 invite 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 lakh. The Company,
accordingly, issued (October 2002) purchase orders and 139.74 lakh gunnies
were received from October to December 2002.

Audit observed that while working out the requirement of gunnies,
procurement of paddy during Samba 2003 season was estimated at
10.90 lakh MT instead of 10 lakh MT. Further, gunnies of 100 kg capacity
(56.69 lakh) were wrongly considered as 50 kg gunnies. This resulted in
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.14.90 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 10.90 lakh
MT of paddy for Samba 2003 season.
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- The reply is not ‘correct- as the letter recerved from the Commrss10ne1 :
~ Agriculture Department was of December 2002, whereas the Company took -

the decision and placed the order for purchase of 140. lakh gunnres in October N
2002, : ‘ :

Trruvannamalar reglon

Avordlable expendrture of Rs 60. 26 lakh on transport‘ttxon of rice in

The Company- gets perrodrcal allotment of rlce from Government of Indra”i{i
‘under Targeted Public Distribution System (TPDS) The Company is then'

required to.give dlspatch instructions to- Food Corporatron of India (FCI) -
indicating the-depot from which the rice would be lifted. FCI, based on thes¢
-~ dispatch instructions, allots the quantity. to various: Drvrslonal Offices. " The -

Company has to_lift the allotted rice from the nearést depots of FCI s0'as to - |

m1n1mlse transportatron cost

© Audit observed that for Tlruvannamalar regron (havrng six godowns) lrftrng of -

rice from FCI depot; Sevoor was beneficial as the maximum. distance to be-

traversed. from any of these godowns in the region to Sevoor was 96 km,

© whereas the distance from any of these godowns to Avadi was higher ranging [f
- from 114 to 206 km.- A review of the quantum of rice lifted (2,55,272 MT) in-
- the above’ 1eg10n ‘during 2000-04 indicated that the region, in add1t10n to lifting . -

" of rice from FCI depots ‘within the region, lifted’ 65,209 MT rice’ from FCI
depot; Avadi (Chennai region). . This resulted in avoidable expendrture of .

- Rs.60.26 lakh on t_'ransportation,of65 209 MT ofrice durrng t_he said period. ..

- The Company stated .‘(Decemher 2003). that as the allotted quantity of rice had
- 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 teply - '
- is 'not tenable in view .of the fact that the sub-allocation of depots was-being

: 'done by the Company and care should have been taken to lift the quantity of :

rlce from the nearest FCI depots 10 avord hrgher expendrture on transportatron

V~The ‘matter’ was reported to the Government in June 7004 The 1eply 1s
) however awarted (September 2004) . , )

Mrll

Avordable expendrture of Rs 28 42 lal{h im: reloeatrng ot‘ a Modern che L

The Company owned two - Modern che MlllS (MRMS) at. Kallakurlchy in’

Vrllupur am District. It was decided (January 2001) to shift the parboiling unit,

boiler and the connected main mill machinery 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 sink 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 parboiled rice but commenced (December 2001) operation of
hulling raw rice only, which could have been carried out in the old location
itself.

The failure 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 in
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 of the geological
survey (August 2001) recommended sinking of an open bore-well up to a
depth of 16 metres indicating that availability of water from existing well was
doubtful.

State Industries Promotion Corporation of Tamil Nadu Limited|

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 contained 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:

e 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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* o In. the case of units, which have niot commenced production- of- the units,
‘which have not completed: five. years of production,.permission to transfer
o the plot may be glven only on payment. of entne d1ffe1ent1al premlum '

TR ' The Company. revrsed (February 2002) the above pollcy ih respect of Public
. . . Limited Company: to provide for recovery of 10 per cent of the prevailing plot.

IO cost and ‘minimium of Rs:2, 000, when there has been a-change in management
to -a third- party. and whele more than 51 per. cent of the shares were
transferred :

' Aud1t observed - that -in 1espect of two . prlvate partles .where the change in
management took place in March 2000 .and. October 2001, the Company.
. applied. the revised pohcy with retlospectlve effect, thus extending undue
, S beneﬁt of Rs.6. 65 crore as dlscussed below: ‘

' 4.4.1 The Company, on the basis of orders of the State Government allotted
L ,,(July 1995) "137.70. -acre of land -to Thapar Dupont Limited (TDL). at a
~ concessional rate of Rs.4.50 lakh per acre as agamst prevailing rate of Rs.6.40 -
Jlakh per acre. TDL commenced commercial. productlon in Decernber 1997

o ' TDL sold (October. 1999) its entire share holdmgs to Shnram Fibres L1m1ted
oo (SRF). SRF changed the name of the new .unit as' ‘Tyrecord Fabric Limited .
' - (TFL) and got the unit reglstered with the Regrstr ar of Compames on 6 March
2000. : : o o _

e Aud1t observed that the Company d1d not collect the d1ffe1ent1al premium

v B (based on prevallmg land cost in March 2000 of Rs.12 lakh per acre) of

| .7 Rs.10.32 crore due to change in management ‘as per its existing policy of

o August 1999 after 1ece1pt (November-1999) of TDL request for issue of "No-
‘Objection Certlﬁcate - The: Company, instead, decided (December.2002) to

collect -Rs:4.26 crore as d1ffe1ent1al premlum as pe1 its revised pollcy of -
February 2002 o S

o " . This 1esulted in an. undue beneﬁt of Rs 6. 06 cwre to TFL (Rs 10:32 -crore -
b " Rs: 4 26 crore) . ’

S 44, 2 The Company had’ allotted (January 1981) 15 09 acres of land in its
1ndust11al complex Hosur to- Hindustan: Telepunters Limited (HTL), -a
- Government of Ind1a Undertakmg on, lease cum sale basis at Rs.16000 per
acre for setting up a project.for the manufacture of computer penphe1 als and N
_ electromc typewuters L

'*The manaoement of HTL changed (Octobe1 2001) hands to- Hlmachal,
. Futuristics - Commun1cat10ns Limited - (HFCL) as- Government of India
Co .. - .disinvested 74 per cent. of its- equity shares in, favour of HFCL. .The -
o i E  differential premium as per. ex1st1ng pollcy of August 1999, w01ked out to':
L. o uRs. 74.24. lakh., ‘The Company, however, while approvmg (May. ’)003) the-
- 'change in the management decided to collect lO pe; cent of the prevallmg plot i+
.. costiie, Rs15.09 lakh from them as per the rev1sed pohcy ﬁamed in February . ——
_2002 Thls resulted 1n undue beneﬁt of Rs 59. 15 lal(h 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).

[Poompuhar Shipping Corporation Limited|

4.5 Wasteful expenditure

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 contained 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 of the effects of delayed payment of hire charges.
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" Avondablle expendnture of Rs. 41@ 41 llfukh on ]hunrrnor of excavators due to| ——
dellay in purchase of own excavators AT a

The Company uses excavators for productlon and development activities inits .
~ quarries situated in different districts of the State.. As the Company did not
- have adequate number of own excavators, the’ Company hued on an’ average

15 excavators ﬁom prlvate partles up to March 2002

~ The Company observed (March 2002) that operatlng own: excavator in place,
, ‘ , : : ~ of a hired excavator.was beneficial as it could. result in annual saving of
e R Rupees seven lakh per ‘excavator in view of lesser operating cost of Rs.900 per.
ST ~_ ~ hour for own excavator as against- the' hiring . cost of Rs:1,250 per hour of an
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.1.49 crore.”
Thereafter, the Company procured six more excavators (one in-March 2003‘_’7
-~ and five in January 2004), at a total cost of Rs.1.96 crore. The Companyf
' contlnued to hlre excavators from prlvate partles to meet out the requlrement

i

i

1

|

i

{
1

: The de0131on tor buy only ﬁve excavators in Octobe1 2002 and 1ema1n1ng six -
excavators in March- 2003 and January: 2004 instead of buying: all 11 :
‘excavators in. October 2002 'was not justified i m view of availability of surplus :

- funds with the. Company ‘Had the Company purchased ‘the total requiremenit”
(11 numbe1s) in October 2002 it could have saved Rs 40 41 lakh on hlrlng of
g excavators dunng 2003-04. . e EU SR LT

P “The Company stated (June 2004) that they had to procure two tippers for each"f
gt .+ excavator and - purchase of both the items-of machmery 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 -
» I ~ premature closure of deposits and it would involve indirect cost like salary 10
R drivers, operators, and cleaners; expendlture towards diesel and oil ete. The
SRS reply is not tenable asthe Company had all the 11 excavators with- out’ tlppers ;
o Ttis pe1t1nent to state that the interest on- 1nvestment in excavators ‘and increase -
© 0. ... inindirect cost was already considered by the Company whlle worklng out the‘-,
LT T savmgs in usmg 1ts own excavators -

‘ _ I ‘The matter was reported to the Government in June 2004 The reply IS
R rhowevel awalted (September 2004) ' |
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State Transport Undertakings

4.7 Avoidable extra expenditure

.....

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-I1I
(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 units under Tariff-IA instead of under Tariff-IIl. 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 electricity consumption charges of Rs.47.49 lakh
at the higher Tariff-1II rates from July 2002 to March 2004.

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

Tamil Nadu State Transport Corporation (Coimbatore — Division-1) Limited and
Metropolitan Transport Corporation Limited.
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A ti(lit‘:Répnr? (C 61;1”181‘(:1'111) Jfor the year ended 31 M(lrelt 2004:

' Intl oductzon

4.8.1 . Internal control is an 1nteg1al plocess that is effected by an entlty s
- management and personnel 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, economical, 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
- responsibilities and duties and review the work of one individual by another,

whereby poss1b111ty of ﬁaud or error-in the absence of collus1on is mmlmlsed

"The supreme- dec1slon _m_akmg’ body n 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 multiple activities and ensure -

effective management information system, the Board has different manuals

and plcscrlbed various returns for each functional area to ensure compliance -

with instructions, rules and procedures. With a view to checking the extent of
internal control, Audit; test checked records relatlng to material management _

finance and accounts wings.  The deﬁ01enc1es noticed during test check are-
discussed in the succeedmg parag1 aphs '

Material Mmmgement

Deﬁcienéies?n Intet'nal' control system

4.8.2 In material management the Boald has prescr1bed the following |

controls to keep. 1nvent01y at the mmlrnum level

o Adoptlon of 'Just in Tlme Management (HT) to 1educe 1nvent01y cost

@ Per1od1cal rev1ew of recelpt of matertals and the1r usage

-0 'Imr‘nediate dispdsalv of _s_crap'sJ and em_pties,-
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e Acceptance of devolution/retrieved unused materials,
¢ Reduction of delay in check measurement,

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

lying in stores for more than thrée years, efc.

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 cent 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 Failure 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 of Rs.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 and 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, efc.

by 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
lakh), Tuticorin Distribution Circle (Rs.51 lakh) and Madurai Distribution Circle
(Rs.32.37 lakh).
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4.8.8 'A‘RevenuefﬂSUpervisor-ofu Peelamedu Section inCoimbatore Revenue -

~ Branch misappropriated Rs.7.36 lakh during the period June 2000. to January

2003. Audit observed that this' Revenue Supervisor was. punrshed earlier forf'

o . misappropriation in.a smaller section office. Despite this; he was posted to a

heavy - collection center; viz., Peelamedu Section.. Further, the _collection.
details by - Revenue = Supervisors  ~were: not checked by Junior
Engrneer/Assrstant Englneer of the Board- on darly basrs as prescrlbed in the

Revenue Manual : : L

o ,:489 Though ‘the value of gross ﬁxed assets of the Board amounted to"
" 'Rs.14,558.45 crore as on 31 March 2003, the Board did not have an effectrve )
,mternal control system over these assets as N

e In 18 Electrlcrty Drstrrbut1on Clrcles ﬁxed assets regrsters had not been

‘ marntamed at all

B leed assets verlﬁcatlon was not monrtored centrally by the Board

o The Board had not taken effectlve steps to 1econcrle the ﬁxed assets
- registers w1th the results of physrcal verrﬁcatron sooe T

o "IntémalAudit’}

1 4.8.10 Internal audrtrng is an apprarsal act1v1ty estabhshed wrthrn an entrty as‘_:i

a service to the entity. Its functlons include, amongst other things, examining,

c ‘evaluating and mon1tor1ng the adequacy and effectrveness of the accountlng':

and 1nternal control systems S

- Internal Audrt of the Board is carrred out by 1ts 1nte1nal aud1t wing viz., Boa1d
-~ Office Audit Branch (BOAB). Internal Audit wing was formed (1977) as per -
“ Section 69 (1) of The Electricity Supply Act, 1948. It was renamed as Board

. Office Audit Branch with effect from 1 December 1997 with its Headquarters ~
- at:-Chennai. The Board. Office Audit Branch i is- headed by the Chief Internal:v B

Audit Officer and i is assisted by. Deputy Chief Internal Audit Ofﬁcers Internal
Aud1t Ofﬁcers Assrstant Audrt Officers and other supportmg staff, - '

T_",Audlt work is- conducted at- the various un1ts “of the Board viz., Electrrcrty
- Drstr1butron Clrcles Revenue Branches General Construction Circles, Power

Generatmg Stations (Hydel); etc. Besides this, appralsal audit; special audit,

~ authorisation and' verification of pension to the retired/retiring employees of
-~ _the Board and concufrent audit of the four thermal power stations are-also”
- conducted by the BOAB. - Audit parties conduct aud1t of both- revenue and .

. expenditure of the’ Board both at- the unit’ level and at- Headquarters ofﬁce of -

 the Board

- After: completron of audit; the Aud1t Report is- 1ssued to the Supenntendmg
- Engineer, chief of the respect1ve circles. Important Audlt points are reported -

quarterly to the ChiefiInternal Audit. Officer by Deputy Chief Internal Audit-~
Officers, who in turn reports such 1mportant issues to' the: Cha1rman of the-. :

- Board quarterly and annually
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Formation of Regional Audit 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 audit 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 (31 per cent) with a monetary value of Rs.1.33 crore (17
per cent) were settled up to March 2003.

Audit 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, hydel, efc). 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 LT revenue
and entitlement audit, 35 party days for expenditure audit, efc., 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 days utilised were not reviewed to fix standards on scientific basis
and that party days were also utilised for other than audit work.

Performance of Internal Audit Wing

 4.8.13 The performance of the Internal Audit Wing (BOAB) during the four
years ended 31 March 2003 is given in Annexure-20.
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'  Audit RF’PO({ (Commercial) for the year ended 31 March 2004.

- From the ‘Annexure, it COuld be seen that thé clearance of p'ending audit paras.

was" poor and - also- the number of paras issued was. always more than the’
number of paras cleared/settled Further, the number of outstanding paras

" more than doubled in Regional Audit parties and remained almost static in
~concurrent. audit parties. This .1nd1cated 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 party in Poompuhar Shlpprng Corporation Limited was
alarming ‘where the settlement/clearance " of 'audit observations was -almost.
NIL.. Unless immediate and effectrve steps are taken to clear the pending audit

© . observations and-collect the: amounts involved (Rs.118.35 crore) the prospect

of 1ecovery of these amounts would be bleak

_ Autlwrzsatton and verlf catzon of pensmn o

4.8.14 BOAB authorrses _pension for the retn ing employees of the Board and"
also makes arrangements for the payment of, pension to them through about
800 branches of Indian Overseas Bank (JOB) throughout the country.
Monthly pension statements are prepared by BOAB and sent to the Chief
Financial Controller of the Board for p10v1d1ng the 1equ1red ﬁmds to the IOB
branches ' : i .

. Durirlg-l,Apr‘il 199‘9-to 31 De:‘cember»2003, one Deput-y‘ CIAO and 54 ofﬁci'als

of BOAB' were exclusively ‘engaged for authorisation and verification of
pension payments and out of 25,052 pension cases received dur‘ing this period,-
24,855 cases were cleared. Though authorlsatlon of pension is not an audit

* function, the same was done by BOAB since its inception in 1977. BOAB

also conducts audit of pension payments in Banks The main audit checks

carried out relate to verification of life and non-remarriage cemﬂcates

surrenderlng of funds back to the Board in' respect of non-operative accounts,
efc. Audit-observed that in respect of pension payment to 2,022 pensioners,

. who were receiving their pension.through IOB branches outside the State, no
: _checks were carned out by BOAB o :

Deficiencies in Audit coverage

. 4.8.15-One of the main functions of lrrternal':Aildit Wing of an or ganisation 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 .
. aspeets ‘and report-to-the management. any lapse/farlure so asto enable the

management to take corrective actron

. A review. of audlt programmes of BOAB S Chenna1 Regron and Headqualters

ofﬁce revealed the following:

- -1 Ofﬁce of the: Ch1ef Fmanc1al Controller of the Board: whrch is"
o functronmg in Chennai - (Headquarters of ‘the Board) handles the 1mportant
.- areas .hk_e. resource moblhsat1on. funds mobilisation; central payments (for_ '
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purchase of power, stores, fuel, efc) distribution of funds to the units of the
Board, transfer of funds to Headquarters by the units, efc. Audit observed that
these major areas were not subjected to audit by BOAB. During 1999-2003,
the Board raised funds amounting to Rs.1,364.48 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.

R 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 Neyveli 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

e Fixing norms for staff requirement in BOAB.

e Strengthening of BOAB by posting additional manpower and also
inducting technical staff in the appraisal audit work.

e 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 of BOAB 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 t0o f01 lookmg after the work relatmg to ﬂymg squad No techmcal staff
_ was attached to BOAB for conducting appralsal audit. - :

4 8 ]19 The Board also. stated that actron would be taken to form a sepalatec

" pensmn wing by- separatlng it from BOAB and that staff deployed for: audit
work would not be diverted for pension work and other non-audit functions. .

Audit observed that pension work continued to be handled by BOAB (March‘-

- 2004) and for this staff of 55. of BOAB were excluswely employed

41 8. 20 In respect of increase in quantum of check so-as to cover atleast 50 per :

- cent of Section Ofﬁces in the Revenue Branches, no action has been-taken by -

the Board.. This is. evrdent from the fact that only four Sectron Offices were "

_-covered (March 2004) in an audlt pe110d of two years, Wthh represent only 29
pel cent coverage :

The matter was referred to Government/Board in July 2004, The reply is, ‘,
however awalted (September 2004) e o

:.Itrregulan paymcnt of Tncome T'nx of Rs: 4@ ]19 crore agannst the terms _’
‘ of the agreement ’ -

'Tamll Nadu Elcctnc1ty Board (Board) entered (November 1996) mto a Power

Purchase Agreement (PPA)-with- ST- CMS Electric. Company anate Limited .

'_(Generatmg Company) for’ purchasmg power from the latter’s plant at Neyveh'; »
"..in .Cuddalore district. © The PPA prov1ded for payment -of taxes to the-g_

Generatlng Company as one of the ﬁxed capacrty charges

, . As pe1 clause 2 (a) (1v) of schedule 3 to. PPA, the Generatmg Company has to':{_
- reasonably estimate the tax liability due for payment during the relevant year -
- -and based on the above, claim monthly. payment from-the Board.- PPA also

strpulated that during any year, the total .amount of taxes paid by the Board h

“should not exceed the actual payment made by - the Generatmg Company

durmg such year

The Board admltted the estlmatcs of the Generatmg Company for Income Tax:,_'.-

- and paid a sum of Rs.7.43 crore (during- Januaty® to March 2003) through .

monthly bills, Audit observed that the Generating Company did not 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 avalhng the:™ -
benefit of tax hohday available for ten years commencmg from Ist April 2003,

_ indicating no- tax. hablhty for ‘the - year 2003-04 also.: Ignoring " the above.
L materlal 1nformat10n the Board contrnued to admlt the monthly clalms?‘

_The plant started veneratlon in December 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).

Inordinate delay by the Board in placing order for procurement of
rotor resulted in generation loss of 378 million units and loss of
contribution 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.10.87 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 crore 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 failure 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 (June 2002) to
procure LP, MP and HP rotors.
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o The Board further delayed the placement of purchase order f01 the totors
- and placed the same in August 2003 only, i.e., after an. inordinate delay of -
14 months. . The rotors, ‘Were . yet to. be .received (September 2004). -
- Because of the shut down of Unit-IV (for want of LP rotor), there has been
- a generation loss of 47.25 million unit (MU) per month and loss of '
- contribution of Rs.3.57 crore per month :

° Cons1der1ng huge generatron loss and loss of contr1but1on that the Board-

suffered. ‘in April and May 2002 due to - the shut down of
Unit-IIL for want of rotor, the Board should have initiated timely action to -
- place the purchase order at least. 1mmed1ately 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 generauon loss of 378 MU
and loss of contrlbutron of Rs.28.56 crore in Unrt-IV from’ J anuary 2004 to
August 2004 could have been avorded - :

The matter was 1eported to the Board/Govemment in June 2004. The reply is,.
however awarted (September 2004). ' - ,

’l‘he Board mcurred avondable extra expendrture of Rs.4. 25 crore ‘due
to its failure to accept reductlon in interest rates. :

The Board obtained five loans aggregatmg R, 150 crore from Life Insurance )
Corpora‘uon of India (LIC) between April 1992 and March 1997 for non-plan

~ schemes carrying’ 1nte1est rate of 17 per cent and 18 per cent per- annum and :

repayable inl15 years ,

In order to increase 1ts borrowmg power under plan schemes by reducmg 1tS“,
borrowings under non-plan schemes, the Board sought (December 1999) the -
permission of the LIC for foreclosmg all the outstanding loans aggregatmo 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 outstandmg period of loan subject 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 outstandmg loan
,under non- plan schemes i

The LIC did not _agree to this. proposal and ﬁnally, the Board requested (June

"~ 2003) LIC to restructure the high cost loans (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 mterest to 11 per cent subject to -

- payment of Rs.4.70 crore as upfront fee, bemg 50 per cent of the net present'_
“value of interest loss to LIC :

_ ..Audlt’observed that the cash ‘ou_tﬂow by .Way on upfrOnt'fee an'd_‘interest_ for the
-period from=July 2000 to maturity of loan would: have been Rs:64.19 crore
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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 of Rs.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
1s, however, awaited (September 2004).

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 in 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 (I0C) stipulated
that for fuel supplies made during a month, payment was to be made on 15" of
the month. This meant that the Generating Company enjoyed credit for the
first half of ‘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 PPA.

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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i

Undue benef 4 of Rs 88.90. lakh as. Retum on F oretgn Equujy

L4, 12 2 The above PPA also prov1ded for payment of Return on Equlty (ROE)-

l'” 1

at 16 per cent on the equity capltal including foreign equity and the payment -

o As agamst the forelgn equlty contrlbutlon of US dollar 17. 08 mrlhon for thev
- project approved by Government of Tamil Nadu (March.2000), the Generating.
Company requested (January 2001) the Board to increase the foreign equity -
_contrrbutlon to US dollar 22:11. mllllon due to 1ns1stence by the lenders. and':

. thereto. had -to -be made on the exchange rate prevallmg at the year end:i
: (exchange rate varlatlon protectlon) , :

conversion of a part-of dolla1 debt to rupee debt.  The Board agreed (January -

.2001) to this proposal but restncted the fore1gn exchange rate protection to US
~ dollar 17.08 mllhon only Thls was agreed (March 2001) to by the Generatmg;'-
. Company also I . . e

Audrt observed that the Board however dld not restrrct ‘the exchange raté

The matter was reported to the Board/Government 1n J une 2004 The reply 1s

however awa1ted (September 2004)

- |Loss - ol‘ revenue of Rs.3. 2@ crore due to mnon- collectron ol pe‘tl{ hour g

charges from HT consumers .

~ protection to US dollar 17.08 million as agreed to and instead extended the
ct protectron to the US dollar 22.11 miliion. ‘This resulfed“in undue beneﬁt of
Rs 88 90 lakh to the Generatmg Company durmg 2002 2004 -

. As per terms and conditrons of supply of electricity, for the energy consumed
. during peak hours; ngh Tension consumers: (Tariff-I) Were required to pay 20 .
- per cent extra on the energy charges. The HT" consumers filed (between 2002 -

and 2003) Writ Petitions in the High Court, Chennai against the ‘said levy of -

- - peak hour charges -and- obtained interim: injunction against levy of’ charges "
- Based on the interim. injunction, -the peak hour charges already levied ‘were

elther refunded or adjusted agalnst subsequent consumptlon by the consumers

The Wr1t Petltlons were reJected (November 2003) by the ngh Court of B
"~ Chennai. One-of the-HT consumers (Sivakasi Electro Chemicals Limited, -
- Virudhunagar), however filed a Writ- Appeal Petition in the High Coult of -
- Chennai against recovery action’ initiated by.the Board. The ngh Court while "
- granting (April 2004) the stay against recovery action initiated* by the Board; "~
-stopped the collection of peak hour charges. up to 15 March 2003 only.” The;..'

Court did not grant stay on collectlon of peak hour charges beyond 15 March

N 2003

© Audit observed that the Board d1d not collect peak hour . charges flom 15 -

March 2003 even though the: mterun 1njunctlon permitted collection of peakif
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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).

Voidable expenditura

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

Based on a request (July 1992) from Tamil Nadu Corporation for Industrial
Infrastructure Development Limited (TACID), 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 10 Million Volt Ampere (MVA)
exclusively to meet the requirements of TACID'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 application for power supply was received from TACID industrial
complex, 5,107 KVA load from Ramarajapuram SS (July 1999) and 1,376
KVA load from Sembatty SS (March 2000) were transferred to
Ammayanayakanur SS. A load of 1,352 KVA of fresh load was also
connected during 2000-04.

Even after these transfers, the utilisation of this SS was less than 50 per cenr as
revealed by the fact that the peak load reached was less than 5 MVA 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 per cent in 2000-01 and hence one out of the two 10 MVA
transformers available in Ramarajapuram SS was transferred to Watrap SS.

1.Chennai Electricity Distribution Circle (EDC), West, 2.Chennai EDC, South,
3.Trichy EDC, North, 4. Madurai EDC, 5. Tuticorin EDC, 6.Coimbatore EDC, South,
7. Nagercoil EDC, 8.Vellore EDC and 9.Pudukottai EDC.
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Thus;, the decision-of the Board to establish "Ammayanayakanur' SS. resulted in-

. an avoidable extra -expenditure - of  Rs:2. 68 crore besides recurring revenue -
- - expenditure of about Rupees one lakh per month towards establishment

expendlture

The - Board stated (August 2004) that: the estabhshment of the - llO/ 11 KV ,
Ammayanayakanur SS was inevitable as it had reduced voltage fluctuation
problems in Ramarajapuram-Kullalagindu- and Ramarajapuram mill feeder

: and that it had resulted in savmgs in line loss to the tune of 1. 14 lakh units in -
©-1999. : .

" . The reply is not tenable in view of the fact that the problem of r/oltage'
. fluctuation could also be ‘minimised/eliminated. by /installing additional .
- distribution transformers 1nstead of settlng up:a sub-station at such a huge -

- cost. : : '

The matter. was reported to..the Government in - June 2004 The reply 1s
_.however awaited (September 2004) :

Decision of the Board to procure pipes for augmentation of Upper Ash
Dyke Area in Mettur Thermal power Station resulted in blocking up of]
Rs. 1 63 crore and resultant mterest loss of Rs 50.53 }Iakh

- Ash. generated durlng generatron of power in Mettur Thermal Power Statlon,

(MTPS) of the Board 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 (LAD) and Upper Ash
Dyke (UAD). The Board approved (March 1999) augmentation of UAD by -

*-acquiring 84 54 acre of patta land and 2,229.85 acre of poromboke land and’
, ‘laymg of MS ERW permanent prpehnes on pedastals o :

"Audrt observed that the work of constructlon of pedestal laying - and 1oad-
- formation was stopped in July 2000, after spending Rs.67.55 lakh because of -
- -agitation ‘of - vrllagers ~whose -land -fell “in" patta area demanding suitable

compensation and resettlement-in good location. The Board did not acquire

: - the land and was aware that the pedestal laymg and road formation works
.~ -could not be resuméd in the 'near future. -Audit observed that the Board,
- however, placed- orders ‘(May -2001), on ‘Steel: Authorlty of India Limited" - °

(SAIL)-for the supply” of 13,000 metres of MS-ERW pipes required for laying
permanent plpehne ata cost of Rs.2.49 crore.- ‘SAIL supplied entire quantity

A by August 2001.""As-the: augmentatlon of UAD could not be carried out, the
. Board " utilised 4,489.71 ‘metre pipes’ in - calrylng out repa1r in temporary- -

“pipeline system.. Balance 8 510 29 metre plpes could not be utilised so far
_ (September 2004) ' S ' -

R MS_eERW: MlldSteel Electnc ResnstanceWeld
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Thus, the decision to procure MS-ERW pipes even after knowing that the
work of laying permanent pipes can not be carried out resulted in blocking up
of Rs.1.63 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).

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 electronic 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 Kilowatt (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 in respect of the
following two consumers:

Music 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 (KVA)
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 LTCT service connection.
Even after reStricting 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 Sabha, Chennai

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 LTCT
consumer. Thus, the total sanctioned load of the consumer was 157 KW.

An electronic meter was fixed in this service connection in December 2000.
Though the recorded demand was far in excess of 112 KW after the
installation of electronic meter also, no penalty was levied for exceeding this
limit resulting in undue benefit of Rs.11.07 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 April 2004. The reply
is, however, awaited (September 2004).

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) failed to pay the current consumption (CC) charges from
December 1998 and the power to the consumer was disconnected on |
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 interest 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 earlier stand and
agreed to effect a new HT service connection on payment of all charges that
were applicable to a new service connection besides 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.17.6 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 2001
onwards. The new service connection also was disconnected on 16 March
2001 for non-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.12 lakh paid in October 2000). This
amount has not been recovered so far (September 2004).

The action of the Board in reversihg idts original stand and giving 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.10.73 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 (September 2004).

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 commedities in its warehouses.
The Company placed orders (April 2002) on Taurus Conveyors, Hosur
(Taurus) for the supply of two sets of stacking equipment at Rs.6.63 lakh per
set, to be installed at the two warehouses (Vellore and Vridhachalam). The
erection of the first set was completed and the trial run conducted in Vellore
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 warehouse, since the same was found to be
insufficient to operate the equipment. The second set was installed at
Villupuram warehouse (instead of Vridhachalam) on 5 July 2002.

Audit observed that the Corporation did not take any action to increase the
existing power load in these two warechouses. The Corporation, instead,
purchased additional two sets of equipments for Dindugal and Mettupalayam
warechouses without increasing the power load of these warehouses also to the

* includes current consumption charges of Rs.29.80 lakh and arrears of Rs.34.22 lakh.
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The matter was reported to the’ Corporatron/Government m Apul 2004 The

'reply 1S, however awaited (September 2004). -

- 4.19.1 The Comptroller and Audltor General of India’s Audit Reports
- represent culmination of the process of scrutiny starting with initial inspection
of dccounts and records mamtamed in the various offices and Departments of

response from the executives..

~ Government. It is, therefore, necessary that they elicit appropriate and timely
Finance. Department, Government of Tamil
- Nadu issued instructions (January 1991) to -all- Administrative Departments to

submit explanatory - notes: indicating correctrve/1emed1a1 .action taken -or

Reports within srx weeks.

' proposed to be-taken on-the paraglaphs and reviews 1ncluded in the Audit

Though the Audit Reports for the years 1997-08, 1998-99, 1999-2000
2000-01 and 2001-02 were presented to the. State Legrslature in April 1999,

May 2000, September 2001, May 2002 and May 2003 respectively, nine out-
. of 19 Departments, which were commented upon,-did not submit ‘explanatory

notes on 43 out of 139 paragraphs/rev1ews as'on August 2004 as 1ndlcated

below:
Year oﬂ"Audlﬁr | “Total paraérsphslreview “Number ofparagraphs/revieWs for .~
‘Report in Audit Report “which explanatory. notes were nor
(Co’rpmercial}_, . . recenved P .
- 1997-98 25 1
,’.1998-99 297 5
19992000 8 13
200001 Thas o 10
2001:02° T T 32 14
~";I‘OTAL;A7?L,'?-.. 139 - 43




Chapter-1V Transaction Audit Observations

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 paragraphs, where
Reports involved replies not received

1999-2000 3 R

2000-01 1 1

2001-02 3 4

2002-03 14 19

2003-04 1 3

TOTAL 22 31

Action t:

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. ¢rore 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 Corporation Limited and investment of
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U'.funds of Rs3 56 crore on’ unproductlve prOJCCtS by Tamil Nadu Small'

Industrles Development Corporatlon Limited were-included in the Reports‘:
'(Commerc1al) of the: Comptroller and Audltor General of India for the years -
1997-98 to 2001-02, Government of Tamll ‘Nadu. ~Action taken by ‘the -

,Compames/State Government on the 1rregular1t1es ‘as seen by Audrt_"

(September 2004) revealed that the action was belated and madequate as.per -

A detalls in Annexnre-zz and that the 1rregu1ar1t1es were st111 per51st1ng
- 4 Statutory corporatwns

'Irregularrtles by Way extens10n of tarlff concessmn in contraventlon of I

Government Orders. (Rs.2.97- crore) and procurement of materials without

plannmg and assessment of requrrement (Rs.4.52 crore) in Tamil- Nadu;_
_ ‘Electricity Board® were included in, Audit Reports (Commercial) of the

Comptrollér and Audltor General of India for the years 1998-99 to 2001- 02,

‘Government of Tam11 Nadu Action taken by the Board/State Government on

the irregularities as seen by Audlt (September 2004) revealed that- the action ~
were  belated and 1nadequate as per detalls in Annexure 23 and that the
1r1egular1t1es were. st111 persrstlng o : '

,The matter was, referred to the Government in. September 2004 The reply is;
’ however awalted (October 2004) ' '

- Audit observatlons noticed durlng audlt and not settled on- the spot aref
communicated to the heads: of PSUs and concerned: departments of - Statej;
o ~Government through 1nspect10n reports.. - The heads of PSUs are required to

furnish replies to . the inspection . reports 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 -
o 759 inspection reports remained outstanding at the end of September 2004; of

these, 241 mspectlon leports containing 857 paragraphs had not been replied -

" to for more than two years. Department-wise-break-up of 1nspect10n reports
~and ‘audit observatlons outstandmg as on 30 September 2004 1s glven in
- Annexure—24 U - '

L 'Slmllarly, draft paragraphs and reviews on the worklng of PSUs are forwarded .
" to the " Principal . Secretary/Secretary of the  administrative departmentf' ‘
: concerned demi-officially seeking conﬁrmatlon of facts -and figures and their -

comments_thereon within a period of six weeks. It was, however, observed -

R - that 16 draft paragraphs forwarded to-the. various departments during March to
- September 2004, as detarled in Annexnre 25 had not been rephed to so: far;»—",

(September 2004)

, Itis recommended that (a) the Govemment should ensure that procedure exists. -
. for action against' the officials,, who. failed 'to send. rephes to inspection- -

reports/draft paragraphs/rev1ews as per the prescrrbed time schedule (b) action - -
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Chapter-1V Transaction Audit Observations

to recover loss/outstanding advances/overpayment is taken within prescribed
time and (c) the system of responding to the audit observations is revamped.

L.y

e ADD 0N E (T.THEETHAN)
Chennai 6 APR 4UU5 Accountant General
The (Commercial and Receipt Audit)

SOOZ HdV 90 Tamil Nadu

Countersigned

Bl

(VIJAYENDRA N. KAUL)
New Delhi Comptroller and Auditor General
The o : of India

59 APR 2005
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; ANNEXURE-1
(Referred to in paragraphs 1.3, 1.4, 1.5 and 1.16)

g8L—61-2

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)

Sl. Sector and name of the Paid-up capital at the end of the current year Equity/loans Other ‘Loans outstanding at the close of Debt equity
No. company/Statutory corporation received out of loans 2003-04* ratio for
budget during the received 2003-04
year during (previous
1 # the year’ year)
State Central Holding Others Total Equity Loans Govern- Others Total 4(N3(e)
Govern- Govern- com- ment
ment ment panies

(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(N (5)
A.©  WORKING COMPANIES ‘
AGRICULTURE

l; Tamil Nadu Fisheries Development 445.52 w— - o 445.52 e e - ) ke A, i
Corporation Limited
Sector-wise total 445.52 — - - 445.52 —_ — — -— — — (0.48:1)

g INDUSTRY

2. Tamil Nadu Industrial Development 9.417.31 --- - - 9.417.31 --- - 3,686.34 - 2927892 29.278.92 e |
Corporation Limited (TIDCO) (2.91:1)

3. Tamil Nadu Industrial Explosives 2,214.14 --- - 481 .54 2,695.68 -=- - 3.188.06 - 3,188.06 1.18:1
Limited (1.18:1)

4, Tamil Nadu Paints and Allied - - 2.05 - 2.05 - - _— == o= —_ -

. Products Limited (Subsidiary of

TANSI)

5. Tamil Nadu Small Industries 1,505.26 - --- 1,505.26 - - - 1.166.74 - 1.166.74 0.78:1
Corporation Limited (TANSI) (0.78:1)

6. Tamil Nadu Small Industries 770.00 - - - 770.00 - .- --- 60.07 e 60.07 0.08
Development Corporation Limited (o
(SIDCO)
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_Audit Report (Commercial) for the year ended 31 March 2004

(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(n (5)

7. State Industries Promotion 14,321.25 - - --- 14,321.25 - --- 4,000.00 - 5.934.30 5.934.30 041:1
Corporation of Tamil Nadu Limited (0.33:1)
(SIPCOT)

8. Tamil Nadu Salt Corporation Limited 317.01 e - --- 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 (2.07:1)
Sector-wise total 30,459.97 - 2.05 481.54 30,943.56 — 576.31 7,686.34 5,747.02 35,226.72 40973.74 1.32:1

. " % ., (181:1)
ENGINEERING

11.  State Engineering and Servicing - - 49.71 --- 49.71 - -- - 444 .34 - 444 .34 8.94:1
Company of Tamil Nadu Limited (8.94:1)
(SESCOT) (Subsidiary of TANSI) '

12.  Southern Structurals Limited 3,435.50 - - 18.80 3,454.30 --- 1,774.28 - 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 — - e 2,593.05 - - - --- - - -
TEXTILES

14.  Tamil Nadu Textile Corporation 154.00 - - -— 154.00 - - - 246.09 - 246.09 1.60:1
Limited (1.61:1)

15.  Tamil Nadu Zari Limited 34.40 o - - 34.40 e o - s o el
Sector-wise total 188.40 -- - - 188.40 - - - 246.09 - 246.09 1.31:1

(1.31:1)
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Annexures
(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(n (5)
HANDLOOM AND HANDICRAFTS
16.  Tamil Nadu Handicrafts Development 176.69 116.00 - 0.71 293.40 --- --- --- 75.49 --- 75.49 0.26:1
Corporation Limited y (0.44:1)
17.  Tamil Nadu Handloom Development 267.00 - - 162.23 42923 --- --- --- --- --- -- -
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 (0.40:1)
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 1.43:1
(0.76:1)
Sector-wise total 1,817.18 - - - 1,817.18 76.00 - - 867.69 527.06 1,394.75 0.77:1
()
MINING
21.  Tamil Nadu Minerals Limited (TAMIN) 786.90 - - —_— 786.90 - . = o= m A8 e
Sector-wise total 786.90 - - - 786.90 — e Y i L e e
CONSTRUCTION
22.  Tamil Nadu State Construction 500.00 - - --- 500.00 --- ee 3,480.39 100.00 12,191.69  12.291.69 24.58:1
Corporation Limited (22.90:1)
23.  Tamil Nadu Police Housing Corporation 100.00 - - - 100.00 - - - - 22,630.58 2263058  226.31:1
Limited (268.48:1)
Sector-wise total 600.00 — — - 600.00 --- - 3,480.39 100.00 34,822.27 3492227 58.20:1
(63.83:1)
DRUGS AND CHEMICALS
24, Tamil Nadu Medicinal Plant Farms and 20.75 - - - 20.75 - e et = . e ==

Herbal Medicine Corporation Limited
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Audit Report (Commercial) for the year ended 31 March 2004

(1 (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(n (5)
25. Tamil Medical Services Corporation 300.00 - - - 300.00 - --- 2,740.00 - 6.889.93 6,889.93 2297:1
Limited (22.83:1)
Sector-wise total 320.75 - - - 320.75 - - 2,740.00 - 6,889.93 6,889.93 21.48:1
4 " (21.36:1)
SUGAR
26.  Tamil Nadu Sugar Corporation 679.15 s 100.00 779.15 - -
Limited
27.  Perambalur Sugar Mills Limited - == 226.75 190.60 417.35 - - - e === - -
(Subsidiary of TASCO)
Sector-wise total ¥ 679.15 - 226.75 290.60 1,196.50 --- - - L= = e s
CEMENT
28.  Tamil Nadu Cements Corporation 3,741.80 - - - 3,741.80 --- - -- 1.000.00 - 1,000.00 0.27:1
Limited (0.27:1)
Sector-wise total 3,741.80 - - - 3,741.80 - - --- 1,000.00 - 1,000.00 0.27:1
(0.27:1)
AREA DEVELOPMENT
29.  Dharmapuri District Development "15.00 - - --- 15.00 - -- - - - - -
Corporation Limited
Sector-wise total 15.00 -— — — 15.00 — - — - - - I
ECONOMICALLY WEAKER
SECTION
30.  Tamil Nadu Adi Dravidar Housing 4.355.50 3,619.91 - e 7.97541 - - 9.19 800.00 809.19 0.10:1
and Development Corporation (0.10:1)
Limited
31.  Tamil Nadu Backward Classes 1,157.01 -—- - - 1.157.01 - - 1,000.00 - 2.944 40 294440 2.54:1
Economic Development Corporation (2.59:1)
Limited
32.  Tamil Nadu Minorities Economic 320.01 --- --- - 32001 - - 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 1251
Development of Women Limited (1.21:1)
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(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(f) (5)
34.  Tamil Nadu Ex-sercvicemen'’s 2291 - - 2291 - - e s ek
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)
PUBLIC DISTRIBUTION
35.  Tamil Nadu Civil Supplies 3,339.10 -- 3.339.10 20.00 20,600.00 -- 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 - - --- 20532 - 205.32 0.30:1
Corporation Limited (0.30:1)
Sector-wise total 678.63 - --- 678.63 - - 205.32 - 205.32 0.30:1
(0,30:1)
FINANCING
37 Tamil Nadu Industrial Investment 5,502.28 e - 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 (TIIC) (14.46:1)
38 Tamil Nadu Transport Development 4,303.00 - - 1.871.18 6.174.18 --- --s - --- 9,000.00 9,000.00 1.46:1
Finance Corporation Limited (=)
Sector-wise total 9,805.28 - - 3.618.46 13,423.74 3,000.00 - 8,200.00 6,100.00  62,067.00 68,167.00 5.08:1
(14.46:1)
INFRASTRUCTURE
DEVELOPMENT
39 Tamil Nadu Urban Finance and 3,102.00 - 98.00 3,200.00 - - 33,024 41 1,956.87 38,02441 3998128 12.49:1
Infrastructure Development (2.25:1)
Corporation Limited
40 Tamil Nadu Power Finance and 2,200.00 -- --- - 2,200.00 - - - 11,350.00 10,800.00 22,150.00 10.07:1
Infrastructure Development (11.61:1)
Corporation Limited
41 Tamil Nadu Rural Housing and 300.01 - - - 300.01 - - . - =
Infrastructure Development
Corporation Limited
Sector-wise total 5,602.01 - 98.00 5,700.01 - - 33,024.41 13,306.87 4882441 62,131.28 10.90:1
(6.07:1)
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.

4(c)

)

R '(_'2_) - 3@ . 30 ) . 3(d) 3(e) 4(a) am) 4(c) 4(d) 40
. . TRANSPORT ' . . ' ’ ,
42, Metropolitan Transport - 24,296.81 B e 24,296.81 476.13 1,757.20 1,757.20 . 0.07:1
o Corporation Limited ) ) o L o 0.19:1)
43.°* Tamil Nadu State Transport . 18,69596 - e 18,695.96 204142 - 14,468.03 14,468.03 0.77:1"
Corporatlon (Madural) Limited S L : L _ ‘ e (1.01:h
44.- - Tamil Nadu State Transport. 7,739.08 . T — 7,739.08 1,900:16 - 5,746.17° 5,746.17 0.74:1
Corporatlon (Coimbatore) Lmuted Co (1.0L:1)
45.. * Tamil Nadu StateTranspon . 10,484.04 -- - R 10,484.04 - - 903.33 - 3,863.70 3,863.70 0.37:F}
Corporatlon (Kumbakonam) : o ‘ i ’ (0.24:1)
lelted S : _ . . _ N
46., *. Tamil'Nadu $tate Transport 403474 = e L 4,034.74 95397 -+ - 224934 .. 224934 . 0561,
Corporatlon (Salem) Lxmlted : ’ o ) ) (0.41:1)
47, Tamil Nadu State Transport 661021 ¢ e o 6,610.21 — 127728 381338 - 3,813.38 0.58:1
Corporatlon (Vlllupuram) leltcd ‘ N ‘ o (0. 86'1)
48, 'f State Express Transport -+ . 12,07537 . e e - 12,075.37 10000 - 1555235 © 1555235 1291
- Corporation Limited. S R ' ' _ ‘ S ‘ : (1.28: l)
. L _s'"c'été‘r-_{\rise',tom:l‘ © 8393621 ¢ e e 83,936.21 7,652.29° 4745017 . 4745017 0571
| oAl o , . . 40621)
. - MISCELLANEOUS - , B
49.5" Overseas Manpower Corporanon 15.00 [ - Lo 15.00- - --- - - - - -
* Limited . ' o o o . : -
50' Tamﬂ Nadu State Marketmu . ]’1 1000 . ¢ eei o e ) L e 1,110.00 250.00 - 565.88 == 50491 . 5049] .
.Corporation Limited (TASMAC) o :
V 51ri¥ PoompuharShlppmo Corporauon 2,053.00 s 2,053.00 - --- - - --- -
) lelted o ’ o m
52, Pallavan Transport Consultancy 10.00 - - - 10.00 - 28.99 2899 2.90:1
Services Limited - ) . : . : -
.1 Scctor-wise total 3,188.00 e 3,188.00 250.00 565.88 533.90 533.90 0.17:1
: : _ o o ' ) ) o ) (0.74:1)
- TOTAL (A) - 15797157 377433 0 27851 4,670.34 C1,66,694.75 334600  22.350.59 6454931 34,83323  2,40,380.86  2,75214.09 1:65:1

(L5




Annexures
(1 (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 40 (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
(31.85:1)
Sector-wise total 42,500.00 - - - 42,500.00 20,000.00 - 2,76,449.21 — 8,72,965.25 8,72,965.25 20.54:1
(31.85:1)
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  11,48,179.34 547:1
(5.17:1)
C. NON-WORKING COMPANIES
AGRICULTURE
| A Tamil Nadu Agro Industries 43598 165.00 - - 600.98 - - - - 1.820.66 1,820.66 3.03:1
Corporation Limited (3.03:1)
2. Tamil Nadu Poultry Development 125.43 - --- 125 126.68 --- - --- - 466.37 466.37 3.68:1
Corporation Limited (3.68:1)
3, Tamil Nadu Sugarcane Farm 27.50 e -e- - 27.50 - - - - - - -
Corporation Limited
4, Tamil Nadu State Farms 155.13 - - - 155.13 - - - - - - -
Corporation Limited
5. Tamil Nadu State Tube wells 31.50 - - - 31.50 e - - e .- - --
Corporation Limited
6. Tamil Nadu Dairy Development 207.36 - - - 207.36 - - -- - - - -
Corporation Limited k
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) for the year ended 31 March 2004

(m (@ 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(e) 4(f) (5)
INDUSTRY

7. Tamil Nadu Magnesium and - - 362.00 362.00 --- - - - - -
Marine Chemicals Limited
(Subsidiary of TIDCO)

8. Tamil Nadu Graphites Limited 10.00 - - - 10.00 -— — - S tA o S
Sector-wise total 10.00 - 362.00 - 372.00 — -- --- - - - -
ENGINEERING

9.  Tamil Nadu Steel$ Limited 392.00 - - e 392.00 - - - 58437 465.99 1,050.36 2.68:1
(2.68:1)
Sector-wise total 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 - --- --- 592 - - --- e - - -
Nadu Limited
Sector-wise total 5.92 - - - 5.92 - — --- - - - -
TRANSPORT

11.  Tamil Nadu Goods Transport 26.56 - - 6.10 32.66 - - - - - - .-
Corporation Limited
Sector-wise total 26.56 - - 6.10 32.66 - - - - --- - ---
MISCELLANEOUS

12.  Tamil Nadu State Sports 0.002 - --- - 0.002 - - - - - == s
Development Corporation Limited

13.  Tamil Nadu Film Development 1,391.00 - - - 1.391.00 -— 351.00 - 907.49 325.00 1,232.49 0.89:1
Corporation Limited (0.81:1),
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Annexures

(1) (2) 3(a) 3(b) 3(c) 3(d) 3(e) 4(a) 4(b) 4(c) 4(d) 4(c) 4(n (5)
14,  Tamil Nadu Institute of 510.44 - - - 510.44 - -- - --- - -- --
Information 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
k. Except in respect of companies which finalised their accounts for 2003-04 (Serial numbers A-1t0 6, 9, 11, 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 of 2003-04 represent long-term loans only.
3. ** The figure as per finance accounts is Rs.1,931.27 crore, the difference is under reconciliation.
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ANN‘EXUREZ e )
 (Referred to in pamgraphs 1.6,1.7, 1.8, 1.12, 1.15, 1.18, 1.19 and 1. 28) | |

Summansed ﬁnancnal resuﬂts of Govemmem compames and Smtutory corpomnons for the llatest yealr for whnch accoums were finalised

,‘(Figu‘resﬂih’ columiis 7 to 12.and 15 aré Rupees in lakh)

_SL. Sector and name of

" Date of

Period of

Accumu-

Arrearsof . Turrover

-of TANSI) |

ber 1985

Narie of Yearin  Net = Netimpact  Paid-up . Capital - Total - Pércen- Man
No. « .thecompany/ - department incorpo- ' accounts which profit/ of audit capital ‘lated profit/ - employed '’ returnon  tage of . accounts power
corporation - . L ration accounts “loss(-)  comments " loss (-) (A) capital total in‘terms of
N BRI finalised : . cmployed returnon  years
’ ’ . capital "
emplo- -
S : : . e . Yed. . . . -
m @ e @ ) 6) Yl @) ©) - (10)° (11 C(12) 13) C(14) (15) " (16)
A.  WORKING . 3 ’
COMPANIES
AGRICULTURE _‘ . o o - e L
1. Tamil Nadu Flshenes Fisheries 11 April 2003-04 2004-05 ' (-)14.44 - .. 44552 (-)598.50 (-)74.68 I; ’(-)14.44, - - 5073.533 228
Development . 1974 . ) | S A - '
Corporation Limited L » L S .
Sector-wise total T (91444 - 44552 (-)598.50 (-)74.68 (1444~
2. TamilNadu - CIndustries .21 May  2003-04  2004-05 4034 - 941731 2359.16 18638513 303953 163 - 20903.00 106"
- Industrial 1965 : e . : ' ) : :
Development. .
Corporation Limited
(TIDCO) o _ . ’ . : ‘ u,
3. Tamjl Nadu Industries 9 2003-04 2004-05 . (-)253.96 | 2,695.68 ()253.96 - 7-,03,1.14 (-)253.96. - - - 4,299.00 - 889
, Industrial Explosxves ‘ February.” -~ ' . : ‘ : B ' o -
: Lumted , 1983 -~ . ' . ST o o o L _ _ e
.4 Tamil Nadu Paints - Srall " 18 - 200304 2004-05 149 ¢ 2.05 CUs66 ot 1258 - 11300 0 89831 s 32962 e 15
and Allied Products .. Industries .. .Novem- - : L : Tn LT o T B
Limited (Subsidiary - .-
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(n (2) (3) (4) (5) (6) (7 (8) (9) (10) (1) (12) (13) (14) (15) (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
Limited (TANSI)
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
Industries Development Industries 1970
Corporation Limited
(SIDCO)
i 3 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 1 5,576.03 339
Corporation of Tamil Nadu 1971
Limited (SIPCOT)
8. Tamil Nadu Salt Industries 22 July 1974 2002-03 2003-04 21.22 Profit for 317.01 162.86 503.00 21.22 422 1 952.80 73
Corporation Limited 3 the year
decreased
by
Rs.17.71
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 21 March 2002-03 2003-04 (-)80.41 --- 250.00 (-)1,540.13 (-)220.21 (-)7.71 -- 1 - 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 : g
11 State Engineering and Small 25 April 2003-04 2004-05 (-)57.74 - 49.71 (-)1,727.67 ()13.10 (-)40.33 -- - 0.01 z
Servicing Company of Industries 1977
Tamil Nadu Limited
(SESCOT) (Subsidiary of
TANSI)
12 Southern Structurals Industries 17 October 2002-03 2004-05 (-)1.442.40 - 3.454.30 (-)10,168.25 (-)13,150.36 (-)786.60 - 1 NIL NIL
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) for the year ended 31 March 2004

(1) (2) (3) 4) (5) (6) (7) 8) 9 (10) (11 (12) (13) (14) (15) (16)
ELECTRONICS
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 Limited 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 2561 --- 887.22 144
Corporation Limited Handicraft, 1969
Textiles and
Khadi
S o i &
15.  Tamil Nadu Zari Limited Handloom, 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 total 21.73 — 188.40 26.09 608.36 51.18 8.41 -
HANDLOOM AND
HANDICRAFTS
16.  Tamil Nadu Handicrafts Handloom, 26 July 1973 2003-04 2004-05 (-)61.84 - 293.40 (-)324.16 265.56 (-)7.68 --- - 1,308.00 178
Development Corporation Handicraft,
Limited Textiles and
. Khadi A »
17.  Tamil Nadu Handloom Handloom, 10 2002-03 2003-04 (-)12.32 - 42924 (-)20.24 940.28 (-)12.32 - 1 367.03 33
Development Corporation Handicraft, 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 Environ- 22 August 2003-04 2004-05 (-)379.66 - 596.18 (-)564.98 648 99 35205 5425 - 421885 7,065
Corporation Limited ment and 1975
Forest
19.  Tamil Nadu Forest Environ- 13 June 1974  2003-04 2004-05 34279 - 376.00 243233 2.206.00 35829 16.24 - 3,126.00 494
Plantation Corporation ment and
Limited Forest
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(1) (2) 3) (4) (5) (6) (7) (8) 9) (10) (11 (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 27790 - - 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
21. 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 (TAMIN)
Sector-wise total 247.29 - 786.90 8,778.63 9,195.11 247.29 2.69
CONSTRUCTION
22 Tamil Nadu State Public 8 February  2000-01 200102  (-)329.67 50000  ()1.996.27 7.597.25 ()312.40 i 2 279.75 252
Construction Corporation Works 1980
Limited
23 Tamil Nadu Police Home 30 April 2003-04 2004-05 86.66 - 100.(10 458.72 24.309.77 86.66 0.36 - 8.394.00 279
Housing Corporation 1981
Limited
Sector-wise total (-)243.01 - 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 pathy
25 Tamil Nadu Medical Health and 1 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 38990 13.83 --- 4.043.67 935
Corporation Limited 1974
(TASCO)
23. 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 the year ended 31 March 2004

(1 (2) 3) 4) (5) (6) W) (8) ) (10) (11) (12) (13) (14) (15) (16)
CEMENT
28.  Tamil Nadu Cements Industries 11 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 — 3,741.80 (-)5.765.69 11,120.40 (-)19.18 —
AREA DEVELOPMENT
29.  Dharmapuri District Rural Develop- 7 2002-03 2004-05 20.64 - 15.00 94.94 148.90 2191 14.71 1 - 67
Development Corporation ment and Local  November
Limited Administration 1975
Sector-wise total 20.64 - g 15.00 94.94 148.90 2191 14.71
ECONOMICALLY
WEAKER SECTION
30.  Tamil Nadu Adi Dravidar Adi Dravidar 15 2001-02 2004-05 140.27 --- 7.57541 105.19 11,176.60 265.81 238 2 - 526
Housing and Development and Tribal February
Corporation Limited Welfare 1974
31, Tamil Nadu Backward Backward 16 2002-03 2003-04 36.27 1.157.01 136.39 431323 91.84 2.13 1 142.09 14
Classes Economic Classes and November
Development Corporation Most Backward 1981
Limited Classes Welfare
32, Tamil Nadu Minorities Backward 31 August 2002-03 2003-04 042 --- 320.00 15.52 344.54 0.42 0.12 | 273.39 10
Economic Development - Classes and 1999 = ¢
Corporation Limited Most Backward
Classes Welfare i
33, Tamil Nadu Corporation Social Welfare 9 2002-03 2003-04 (-)99.34 Profit of 7842 (-)257.31 93.03 (-)93.64 --- 1 - 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 2291 1,020.55 1,066.08 404.59 37.95 - N.A NA
sercvicemen’s Corporation service-men) January
Limited 1986
Sector-wise total 478.04 — 9,153.75 1,020.34 16,993.48 669.02 3.94 —
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(1) (2) (3) (4) (5) (6) ) (8) 9 (10) (1) (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 1 2.61,707.46 14,171
Civil Supplies Consumer April the year
Corporation protection 1972 and
Limited subsidy
recei-
vable
from
the
Govern
ment in-
creased
by
Rs.4.58
crore
Sector-wise (-)8,403.47 - 3,319.10 (-)8,403.47 6,976.73 930.90 13.34 ---
total
TOURISM
36. Tamil Nadu Informa- 30 June  2003-04  2004-05 287.64 - 678.63 102.43 1.627.91 31435 19.31 - 3.946.78 650
Tourism tion and 1971
Development Tourism
Corporation
Limited
Sector-wise total 287.64 --- 678.63 102.43 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 1,02,418.78 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 11361.06 1036 - 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 ---

Annexures
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INFRASTRUCTURE D]EVELOPMENT |

39,

Tamll Nadu Urban Flnance
and .Infrastructure .

- Development Corporatlon .

lerted

Municipal . -

Admini-

stration
- and Water
Supply

1990

21 March™ °

2003-04

2004-05

3,330.65,

" 3,200.00

| 2,454.03

. 4478574

6,725.36

15.02

. 7,773.69'

48

40,

Tamil Nadu Power Finance
and Infrastructure
Development Corporatlon

" Limited

- Energy

27 June' 1991, .

2003-04

-+ 2004-05.

487200 ',

2,200.00

. 3,242.10

- 1,62,900.08 .. -

16,999.64

10.44

120,984.00

22

S~ 4L

Tamil Nadu Rural Housing
. and Infrastructure. Develop—

ment Corporation Limited |

“. Rural
Develop- -

ment

. 20 January

- 1999

2003-04

2004-05 .,

(')044 |

130001

. (-)62.76

()8,957.59

(-0.44 -

' Sector-wrse total

381741

5,700.01 .

'5,633.37

1,98,728.23

2372456

11.94

a2

43

| 45,

46.

4

48

T]RANSPORT

E Metropohtan Trans-port B
: Corporatron Lxmlted |

Tamil Nadu State Transport o

Corporatron (Madurar)
lelted

Tamil Nadu Stafe Transport o
™. Corporation (Cormbatore)
i errted

“Tamil Nadu State Transport
Corporanon (Kumbakonam) o
'lelted .

A,Tamll Nadu State Transport S
’ Cprporatron (Salem) Limited -

Tamil Nadu State Transport

o Corporatlon (Vlllupuram)
. lelted .

State Express Transport
Corporatron lertcd

* “Transport

Transp.o_rt

Transport

Transport

Transport,

Transport

. ,‘Transport‘ ‘

" 10 December

1971
10 December
1 971 :

17 February
1972

1_7 Fébruary
o2

1975

1980

© 2003-04

23 Jahwary. . -
1973 .,

.9 Janvary

B 14 January

zo‘oa,@;‘"
" a00s0s
200304
2903-04 :

2003-_,04,

. 2004-05"

| 2004-05
200405
7200405

.2004-05.

‘ f

2004:05 .

1 2004-05

=

Looies

. 6712

(84230° .

‘(-);154.‘46 o

2125 -

650.50 -

200220

v

2429681

7 18,69596
- 7,739.08
1048404

" 4,034.74 ¢

6,61021

| ()40,018.32-

(64,0684 -
(21,519.71
(-23,462.88

(-8,928.44. -

‘ (-)17,037.38

()38;113.00

(-)6,524.80

(1424842
' (1)5.,644.85
T()1,903.86

(152172 .

(-)515‘.31 ‘

(99,7345

42521

" 4,120.51

187,77

3618127 0 -

L 69211

1,20046 = .- -

()1,51294

43,500.07

" 71,182.98-

44,404.84

59,153,014

L 31,661.14

19,193

23,878

17,138

18,834

10,682,

55,703.59 - -

17,858

‘ Sector—wrsg‘ total .

i

' 23783

83,936.21

(-)2,13,186.66

(-140,093.81

| 10,420.24-
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(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) (13) (14) (15) (16)
MISCELLANEOUS
49 Overseas Manpower Labour 30 2002-03 2003-04 927 - 15.00 22.63 37.90 9.29 2451 1 144.00 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 1 33593400 33,953
Marketing Corporation tion and 1983
Limited (TASMAC) Excise
51.  Poompuhar Shipping Highways 11 April 2002-03 2003-04 (-)554.42 2,053.00 (-)1,382.11 4,362.89 (-)326.35 -- 1 36,359.00 167
Corporation Limited 1974
52 Pallavan Transport Transport 20 2003-04 2004-05 265 - 10.00 (-)69.94 (-)26.58 5.84 - - 4521 17
Consultancy Services February
Limited 1984
Sector-wise total (-)565.67 - 2,938.00 (-)1,368.34 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
| Tamil Nadu Electricity Energy 1 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 1 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 -
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Audit Report (Commercial) for the year ended 31 March 2004

(1) (2) (3) ) 5) (6) (7 8) 9) (10) (i (12) (13) (14) (15) (16)
AGRICULTURE

2. Tamil Nadu Food and 2 May 2003-04 2004-05 117.85 -es 761.00 3,127.63 3.902.80 117.85 3.02 - 1,309.18 575
Warehousing Consumer 1958
Corporation Protection
Sector-wise 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 —
GRAND TOTAL 11,943.72 - 1,89.285.76  (-)4,02,599.09  16.94,332.37 1,51,486.37 8.94 -
(A+B)

C. NON-WORKING
COMPAIES w
AGRICULTURE

| Tamil Nadu Agro Agricul- 15 July 2002-03 2003-04 (-)743.72 — 600.98 (-)4.290.72 53246 (-)373.43 —_ | 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 - - - 1
Development Husban- 1973
Corporation Limited dry and

Fisheries

3. Tamil Nadu Agricul- 22 2000-01 2001-02 (-)0.16 - 27.50 (-)17.62 9.87 (-)0.16 - 2 e -
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 - 1 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 - 5 0.55 -
Tube wells Works 1982
Corporation Limited

6.  Tamil Nadu Dairy Agricul- 4 May 1993-94 2001-02 (-)166.67 - 207.36 (-)207.48 (-)0.12 (-1166.67 - 10 - -
Development ture 1972
Corporation Limited
Sector-wise total (-)916.41 == 1,149.15 (-)7,446.85 547.64 (-)546.12 -
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(1) (2) (3) 4) (5) (6) (7 (8) 9) (10) (11) (12) (13) (14) (15) (16)
INDUSTRY

i i Tamil Nadu Magnesium Industries 10 February 1999- 2000-01 (-)380.52 - 362.00 (-)1,550.81 140.38 (-)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 Nadu 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 (-)941.19 - 392.00 (-)7.131.27 (-)2,053.95 (-)79.97 - =
FINANCING

10. The Chit Corporation of Commer- 11 January 2002-03 2004-05 (-)3.53 -- 592 (-)51.00 (-)25.90 (-)3.53 - 1 091 2
Tamil Nadu Limited cial Taxes 1984
Sector-wise total (-)3.53 — 592 (-)51.00 (-)25.90 (-)3.53 - -
TRANSPORT

11.  Tamil Nadu Goods Transport 26 March 1989-90 0.21 - 32.66 (-)132.55 (-)29.85 6.57 Under liquidation since March 1990
Transport Corporation 1975 p g
Limited
Sector-wise total 0.21 --- 32.66 (-)132.55 (-)29.85 6.57 — — -
MISCELLANEOLUS

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

(1) 2) (3) 4) (5) (6) (7 (8) ) (10) (11) (12) (13) (149) (15) (16)
13.  Tamil Nadu Film Informa- 12 April 2003-04 2004-05 3.67 === 1,391.00 (-)1,228.33 1,400.00 3.67 026 .- 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 s - - - 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)

Annexures

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 year on con-
3 - . which verted
Central State Others  Total Cash credit Loans from other Letters Payment Total Loans Inter- Penal Total ora- into
Govern-;,  Govern- from banks  sources of obliga- repay- est inter- torium  equity
ment ment credit tion ment waived est allo- duril;g
opened under written waived wed the
by agree- off VeRF
banks ment L
in with
respect  foreign
of consul-
import  tants
(1) 2) 3(a) 3(b) 3(c) 3(d) 4(a) 4(b) 4(c) 4(d) 4(e) 5(a) 5(b) 5(c) 5(d) (6) @)
(A) WORKING COMPANIES
INDUSTRY
L. Tamil Nadu Industrial 1,450.00 76.63 --- 1,526.63 . (1.43.885.15) P e (1.43,885.15) s . = o i "
Development Corporation
Limited
v Tamil Nadu Small Industries - - - - (709.21) (300.00) — - (1,009.21) - ” . - - i
Corporation Limited (TANSI)
3 Tamil Nadu Small Industries 138.61 100.00 - 238.61 --- - — = = - s e, = s s
Development Corporation
Limited
4, Tamil Nadu Leather * - - - (75.00) - - (75.00) . £ o e o =
Development Corporation
Limited
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Audit Report (Commercial) for the year ended 31 March 2004
1 - . @ " 3(a) -3(b) 3() - 3(d) 4(a) ‘ 4(b) 4(c) 4(d) _ 4@ - 5) 5(b) 5(c}y 5(d). {©) N
ENGINEERING - - | | e ‘
S.. Séutherﬁ S“truc{uré;l'vain'litedV — - . " 7.29,85 - — - : 729,85 - - — — — —
: B 2 L (729.85) - : - {729.85)
ELECTRONICS. o - ‘
6. Elcctromcs Corporauon of Tamxl - 25391 .. 253,‘91, ] - - - — - — - - — .:.. _—
: Nadu Lxmned : : O
e TEXTI[L]ES )
7. Tamil Nadu Zari ﬁim"ited 12500 - 1250
HANDLOOM AND .
HANDICRAFTS ] ‘ ‘
8 " Tamil Nadu Handlcrafts T Sl 27.0(5, - 3824 - - - - - o - - - - T
. Dcvelopment Corporatlon {9.70) (9.70))
‘Limited . . o _ »
9. Taniil NaddH'and'ldoni' - (55000) - = (55000) . - -
’ : Development Corporatxon - : : . i o
“Limited: [T
FOREST , , ‘ ‘
10. Tamll Nadu Tea Plamatlon - --- - --- - ‘ (188.95) — - ) (188,95) - - - - - -
. Corporatxon meed ' ‘
11, - Arasu Rubber Corporatlon N . - 070 0.70 — - . - — - — — - — -
o lelted ) . :
. CONSTRUCTION e
12. Tamll Nadu Slatc Construction — - - - (109.91) 1,607,851 ' o - 1,607.85 — — — — - —
Corporatlon lelted (12,488.69) (12.598.60)
.13 Tamll Nadu Police Housm° _ L (22,631.00) - (22,631.00) ‘ -
‘ Corporatlon lelted - ‘ D
‘DRUGS AND CHEMICALS o
14. - Tamil Nadu Medlcal Servnces — - . J— - - (6,889.93) — - T (6.889.93) - — — - — -
e Corporauon Limited - : S -
.\ "SUGAR .. . ' - : g b i
157" Tamil Nadu Sugar Corporatxon = -¢§ - - 382329 ‘  ..‘.; o - — 382329 e — — - —
o lelted - (3,823.01) ‘ (3.823.01) .



Annexures

(1

2)

3(a)

3(b)

3(c)

3(d)

4(n)

4(b)

4(c)

4(d)

4(e)

S(a)

S(b)

5(c)

5(d)

(6)

(7

22.

Perambalur Sugar Mills
Limited

ECONOMICALLY
WEAKER SECTION

Tamil Nadu Adi Dravidar
Housing and Development
Corporation Limited

Tamil Nadu Backward
Classes Economic
Development Corporation
Limited

Tamil Nadu Minorities
Economic Development
Corporation Limited

Tamil Nadu Corporation for
Development of Women
Limited

PUBLIC DISTRIBUTION

Tamil Nadu Civil Supplies
Corporation Limited

TOURISM

Tamil Nadu Tourism
Development Corporation
Limited

FINANCING

Tamil Nadu Industrial
Investment Corporation
Limited

Tamil Nadu Transpon
Development Finance
Corporation Limited

3,800.74

70.21

63.25

7.80

271835

80,000.00

1,000.00

3.800.74

63.25

7.80

271835

80.000.00

70.21

1.000.00

3.862.00
(1,451.89)

(2,000.00)

7,027.07
(2,944 .40)

75.00
(65.62)

8,200.00
(59,117.00))

(9.000.00)

3.862.00
(1.451.89)

7,027.07
(2.944.40)

75.00
(65.62)

(2,000.00)

8.200.00
(59.117.00))

(9.000.00)
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(1)

(2)

3(a)

3(b) 3(e)

3(d)

4(a)

4(b)

4(c)

4(d)

4(e)

5(a)

5(b)

5(c)

5(d)

(6)

(7

25,

26.

27.

28.

29,

30.

3L

INFRASTRUCTURE
DEVELOPMENT

Tamil Nadu Urban Finance
and Infrastructure
Development Corporation
Limited

Tamil Nadu Power Finance
and Infrastructure
Development Corporation
Limited

TRANSPORT

Tamil Nadu State Transport
Corporation (Madurai)
Limited

Tamil Nadu State Transport
Corporation (Coimbatore)
Limited

Tamil Nadu State Transport
Corporation (Kumbakonam)
Limited

Tamil Nadu State Transport
Corporation (Villupuram)
Limited
MISCELLANEOUS

Tamil Nadu State Marketing
Corporation Limited

4,464.13
(155.23)

5,238.73 -
(1.358.93)

&
1.967.33 -
(34.38)

2,666.00 -
(962.00)

1.878.00 -
(346.00)

630.00 -

9,702.86
(1,514.16)

1,967.33
(34.38)

2,666.00
(962.00)

1,878.00
(346.00)

630.00

896.61
(225.00)

5,804.00

3.000.00

(6,500.00)

3,000.00

896.61
(225.00)

5,804.00
(6,500.00)

TOTAL (A)

9,947.43
(164.93)

96,627.00 0.70
(2,701.31)

1,06,575.13
(2,866.24)

15,115.75
(9,673.87)

19,909.92
(2,64,010.74)

35,025.67
(2,73,684.61)




R
f
L]
-

(n (2) 3(a) 3(b) 3(c) 3(d) 4a) 4(b) 4(c)  4(d) 4(e) 5(a)  5(b) 5(c) 5(d) (6) (N
(B) STATUTORY
CORPORATIONS
32. Tamil Nadu'Elechicily Board  20,156.45 25,000.00 — 25,000.00 — 78.819.00 S Lo 78.819.00 — s — = 1K et sy
(grants) 20,156.45 (4,64,204.00) (4,64,204.00)
(grants)
TOTAL (B) 20,156.45 25,000.00 - 25,000.00 78,819.00 - - 78,819.00 - -— -
(grants) 20,156.45 (4,64,204.00) (4,64,204.00)
(grants)
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 - - - -— — -
(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
(grants) (grants)
A 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.

Except in respect of companies which finalised their accounts for 2003-04 (Serial numbers A-1 to 3, 6 to 8, 10, 11 13 to 16, 22 to 30) the figures are provisional and as given by the
companies/corporations.
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ANNEXURE 4

: o ‘ : (Referred to in palragmph 1 7)

P Smtemem showmg financml posmon of Smrurory corpomtnons

(Rufpeés in crore). . -

| Particulars » 2001{)21.{ 1 2002-03 2003-04
, | (Provisional)
1. TAMIL NADU ELECTRHC[TY BOARD .
A - LIABILITIES \ | o
"'Equxty capital* ' 200.00 -225.00 425.00
- :Loans from Government ’ - - = _
. ‘;O_tlll,er long-term loans (including bonds) ‘ : 6,492.45 - ';7;2_81.82 ‘ "9,13")'.65. A :
Reserves and surplus 120975 . | 131481 | 1,34432
Others (subsidy) 2,06828. | 2,346.99 2,765.03
' C‘uf’rent",liabilities and pro,visions_v 7,070.00 _6,324;95 | 5,933163
TOTAL (A) 17,040.48 | 17,493.57 | 19,607.63
B., - ASSETS S
Grdss fixed assets 13,135.79 | 14,769.20 | 15,923.52 .
LESS: Depreciation 450866 | 532905 | 6,289.80
°F N6€ fixed assets 8,627.13 9,440.15 9,633.72 '
:"'Cap:ital.works-in-progress 3,309.42 ' 2 910 38 3,’326.40 .
‘ Ass}ets not in use 1.41 2. 55 0.21 . |
“Def;erred cost 4.00 - 4.59 494
Current assets 3,66697 - | 383098 | 4,170.54
Investments 23.35 920 | 977
ASubsxdy receivable from the Govemment -m - — 7
Mlscellaneous expendlture 7 ‘1,408.20 - 1,295.63 ' 2;462.05‘ v
Deﬂc1ts e . — i
' TOTAL (B) A { 17,040.48 1749357 | 19,607.63
lc. capiTAL EMPLOYED‘ 853352 | 9,856.56 | 11,197.03

from-Government.

current assets.

It represents loan converted into equ1ty capltal and are subject to adjustment aoalnst subSIdy recelvable

, Capital employed represents net -fixed assets (mcludmg works-in- progress)- PLUS workmg capltal R
While -working out working capital, the element of deferred cost and mvestments are excluded from -
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Annexures

(Rupees in crore)

2.TAMIL NADU WAREHOUSING CORPORATION

Particulars 2001-02 2002-03 2003-04
A. LIAB[LITIE‘S
Paid-up capital 7.61 7.61 i 7!6]
Reserves and surplus 27.68 30.40 31 27
Subsidy . 0.19 0.19 (J.VI‘)
Trade dues and current liabilities (including provision) 8.34 1.25 f?-43
TOTAL g43.82 45.45‘ 46.50
B. ASSETS 3
Gross block 36.92 39.89 40.02
LESS: Depreciation 10.13 10.93 12.01
Net fixed assets 26.79 28.96 28.01
Capital works-in-progress 0.32 0.05 “e-
Current assets, loans and advances 16.71 16.44 18.49
TOTAL 43.82 45.45 46.50
o CAPITAL EMPLOYED" 35.88

38.20

39.07

Capital employed represents net fixed assets PLUS working capital

121
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1 7 ANNEXUR]E 5
‘ (Referred to in paragraph l 7)
En Statement showmg workmg results of Statutory corporatrons
1. - TAMIL NADU ELECTRICITY BOARD
\ ] B - 7 P } , (Rupees in crore) ) o
Lsi.  Particulars. 200102 | - 200203 | 200304 | -
‘ No T S - _(Prov_lsronal)
L. | @ Revenue receipts v 822247 | 951574 | 11431327
' 1 (b) * Subsidy/subvention from Government | 1322.50, 221214 | __250.0_0.::
|| ToTAL - | ' ~8,544.97 | 11,727.88 | 11,681.32 | ..
: 2 -Revenue expenditure (net of expenses capltahsed) ] 11,733.98 »l0,203v.30“ N 1,48596 -
1" 1 | including write off of intangible assets but. excludlng : e I
: . ‘ . depreciation and interest : , : S R 7 . b
; 3, Gross. surplus +)/ deﬁclt () for the year (1-2) E '(-)3,189_'.'0:771’ ' l-‘,-'5-2_4.'5v8_*.‘1 - 195.36
4 'AdJustments relatlng to prevrous years ' |+ (-)459.18 7 ‘ » : 8245 30531 S 7 -
5, Final gross surplus )/ deficit () for the year (3+4) 11)3,648.19 o 1,60703 1 50067 s
61 (a)’iDepremanon (LESS: Capitalised) :- '

“(b): lnterest on Government loaris -

(c) - ‘Interest on others, bonds, advance etc and
“finance charces

71953

931,72 |’

92238 .

» (d) Total interest on loans and: ﬁnance charoes (b) + : 77.7'9.53 N 9_3 ] 72 . _922:'3,8,' -
Ny (c) : A > P P S
() LESS: Interest capitalized 237.59 | 25399 | 22115
() Net interest 'charg’ed,tc revenue (d) — (e) 541.94 '-7- 6‘77‘.7;37 701.23 -
(g) Total appropriations @)+ _ ‘ 1,203:.,70 ’ 17,44‘94»;4:46"_ 1 667 09
7 ‘Surplus (+) /-deficit (- -) before accounting for subsidy _(-)5,174;39 | (9)2,099.57 7(-)1,416.427'7 )
-1 | from State Government {(5)-6(g)~ 1 (b)} N o N
| 8.+ | Net surplus (+)/ deficit (-) {(5) - 6(2)} (485189 | 11257 | (L1664 |
9. Total.return,o‘n..c’a_pl_tal' emplo‘yed“j»' o /7,29,‘0.30_,

Ty

| (430095 -

122

| Percentage of return on capital-employed cmem - 8.02 i R
s ‘ _ Total return on capltal employed represents net surplus/deﬁc1t PLUS total interest charged to Prot‘ t and
‘; Loss account (LESS mterest capltahsed) -

965.86 |- -

YT 1




2.TAMIL NADU WAREHOUSING CORPORATION

Annexures

(Rupees in crnrc)'

Particulars 2001-02 2002-03 2003-04

1. | Income

(a) | Warehousing charges 19.00 15.76 1 1.7727

(b) | Other income 1.47 1.2 l"“ 1.37
TOTAL 20.47 16.97 13.09 B

2. | Expenses

(a) | Establishment charges 7.03 T.31 7.41

(b) | Other expenses 9.88 6.81 4.40
TOTAL 16.91 14.12 1 I.Sli

3. | Profit (+) / Loss (-) before tax 3.56 78" 1.28 PR,

4. | Other appropriations/adjustments (-)0.04 0745 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 | 1.18

8. | Percentage of return on capital employed 9.81 7.09 3.02
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~ . Audit Report (Commeréial) Jor the year ended 31 March 2004 .

g © ANNEXURE-
< . (Referred to in paragmph Lty
1 Statement showing operational performance of Statutory corporatnons o
: 11 TAMIL NADU ELECTRICITY BOARD - '
st  Particulars 2001-02- | - 2002-03 | 2003:04 -
No | _ ' ‘ : - | (Provisional)
1’ | Installed capacity : (M{W) L
(a) | Thermal ' 2,970 2970 | 2,970
(5 | Hydel 1,996 1,996 ¢ | 1,996 -
1@ | Gas 27 321 44
- @ | other 19 19 19
_' TOTAL - , 5212 | 5306 | 5409
’ 2 Normal maximum demand 6;687 .| 6,957 k'..._7,f22v_8~ i}
: Percentage increase/decrease (- ) over prevnous year 7 631 - oA 04 3.89
3 Power generated o : (MKWH{) E |
(2) | Thermal 30,325 21,080 |-, 20431 -
(b) | Hydel 4350 | 2,724 .. | 2,067
© | Gas 870 S1107 |- 1592
(d) | Other 17 18l 2a
. | TOTAL - 25562 |, 24,929 | 24,114
.1 Percemége_ increase/decrease (-) over previous year‘r 1.65 ) (:)2.48' o (1.)3.27 '
j LESS: Auxiliary consumptioh ) o 5
(2) | Thermal 1772 | 181l h 4736
.| (Percentage) ~ 8.72 859 - | 850
(b) | Hydel 1s 201 Tasa
1 (Percentage) 264 | 738 e 2'3';42‘
(c) | Gas 0 sl 86
| (Percentage) 0 0 5.;:40‘
|| TOTAL 1,887 2063 | 2,306
| (Percentage) 738 : 8,‘28 7 9.56
5. | Netpower g oenerated 23,675 | 22,866 | 21,808
6 P_ower purchased | i
| @ | withinthe State
N Government - - - - S
ol Private 5340 |- 4994 | 9746 |
(b) | Other States 937 | 4,067 2828 |
124
j




Annexures

Sl Particulars 2001-02 2002-03 2003-0-ﬁ

No (Provisional)

(c) | Central grid 12,081 12,399 14,810

7. | Total power available for sale 42,033 44,326 47,192

8. | Power sold % vel
(a) Within the State 35,064 36,077 38,374
(b) Outside the State 138 i 270 32; 1

9. | Transmission and distribution losses 6,831 E v‘____;i.f)?‘) 2 8.495 ¥

10. | Load factor (Percentage) 14

(a) | Hydel 25 15.58 11.88 ¥

(b) | Thermal 781 | 810 7853 |

11. | 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) .. 152.1 l— 161.44 166.13 T |

18. | Number of employees (in lakh) 0.90 i 0.87 0.84

19. | Consumer/employees ratio (No. of consumers per employee) 169.01 185.56 I97.77—h_

20. | Total expenditure on staff during the year (Rupees in crore) 1,590.88 1,552.67 1,611.18

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 3

(c) | Commercial 3,361 3,586 3,498
Percentage share to total units sold 9.55 9.87 9.04

(d) | Domestic 5 7,872 9,003 9,894
Percentage share to total units sold 22.36 24.77 2557

(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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1

SL

No,

Particulars

. 2003-04.

(Pravisional)

(2)

295

o

Revenue (exclhdin’g subsidy from Gove'r.nmént)‘ '

Expénditure':" .

©

Profit (+) / Loss(-)- -~

-  3'16‘ .

(d)

_Average subsidy clai'med_-frorr{ Government

6

e

B B

Average interest charges

' TAMIL NADU WARE HOUSING CORPORATION -

T

|24

: Parﬁt:ulér_s- 2

Number of stations covered

| - 2001-02

200203
66

| 2003-04

65 .

Storage capacity created up to the end of the year (tonne in- |

lakhy

(@.

Own'ed: .

':5.98;: :

C6.000 |

©6.00°

(b)

Hired ~-

Tl0.83

037 -

;0;3_6-';7 B

| TOTAL

681

637 |

. 636

| Average capacity utilised during the year (lakh metric .~ -

tonnes)

616

534

369

Percentage of utilisation - - -

90

- 73 .

58

Average feve_nué per métric tonne per year (Rupees)

33225

e

35472 |

| ‘Average expenses per metric tonne per year (Rupees) ~ -

27444

| 2642 |

©.32028 - |°

e e e

- 'Revenue expenditure includes depreciation but excludes intere;

st on long-term foans.

26 -~ .-




1 ANNEXURE-7
(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

SL. | Nature of recommendations/comments | Number of companies where | Reference to Serial
No recommendations/ Number in Annexure-2
comments

1. | Non-operation of internal audit wing 1 A-12

2. | Internal audit non-commensurate with the 2 A-7 and 28
size and nature of business

3. | Internal audit system to be improved 2 A-37 and 42

4. | System to be strengthened to prevent 2 A-48 and 42
misappropriation of cash 3

5. | Delay in conduct of internal audit 1 A-42

6. | Inadequate coverage by internal audit 1 A-42

7. | Lack of details on fixed assets 2 A-7 and 17

8. | Strengthening of system of valuation of 1 A-13
investments and reporting on .
capital/investment erosion

9. | Non-submission of periodical internal I A-51
audit reports

127

2-19—24




Audit Report (Commercial) for the year ended 31 March 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)
SI. Name of Status Year of Paid-up Equity by L Loans/grants by Total investment by way of Profit (+)/ | Accu-
No. company account capital equity, loans and grants Loss () mulated
Profit (+)/
State State Central Others State State Cen- State State Cen- L;zsl(-{) )
Govt. Govt. Govt. and Govt. Govt. tral Govt. Govt. tral
com- its com- com- Govt. com- Govt.
panies panies panies panies
(1) (2) 3) 4) (5) (6) 7 (8) (&) (10) (11) (12) (13) (14) (15) (16) (17)
1. Tamil Nadu 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 4.400.00 - 1,275.00 - 3.125.00 e --- - - 1,275.00 - 1,304.54 337995
Limited” " (29%) (71%) F 5
3. Tamil Nadu Working 2003-04 6,935.86 2,444 49 236.02 - 425535 - - - 2,444 49 236.02 - 5,284.49 19.918.11
Newsprints and (35.2%) (3.4%) (61.4%)
Papers Limited
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ANNEXURE-9
(Referred to in paragraph 2.1.5)

Financial position of Tamil Nadu Tea Plantation Corporation Limited for the five years
ended 31 March 2004.

(Rupees in lakh)

Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04
Liabilities i
a. | Paid-up capital 596.18 596.18 596.18 596.18 596.18
b. | Reserves and Surplus 1,705.93 1,137.41 416.58 353.89 353.85
c. | Secured loans - 250.00 232.16 100.00 75.00
d. | Unsecured loans 337:15 33715 287.75 238.35 188.95
= Currf:n_t liabilities and 3,884.38 3,958.80 4,280.80 4,514.95 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 6,012.77 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 E
d. | Capital work-in-progress ~ 368.82 761.78 159.17 101.87 55.16
e. Current Assets, Loans and 2.619.77 1,935.74 1,411.19 1,450.19 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
Capital 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

1. Capital employed represents Net Fixed Assets PLUS capital work-in-progress PLUS Working capital

2. Net Worth represents paid-up capital plus Reserves and Surplus less accumulated losses

129
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ANNEXURE 10

,j;At(d‘itRepo,rt.(Cohz)nerciql) for the year e.irl'letlr31 Ma(‘ch 2004 - -

(Referrred to in. paragraph 2.1, 5)

‘Workmg resu}lts of '}Tamll Nadu Tea Planmtlon Corpomnom anlted for the ﬁve years

e (Rupees in'lakh)f o

Partlculars

$2002-03, |°

- Income

1999:2000

2000-01

| 200102 -

. 2003-04 |-

I

"Sal‘es .

- 6,139:58.

| 4,755.69

| 4785054

| 4,464.12

415161

ey

. 'Other lncome

188

79.62

L6255

8548 | -

69:53 | -

|y

Accretion to (+)/Decret10n :
“of (- ) Stock in trade. .

T

169.57

(-)282.81.

7995+

Tooss |

Total

'6,253.85 -

456528

412659 | -

Expendlnture

-5,004.88

“4,629.55

NIy

Plantatlon and mamtenance 12,682.10

expenses.

1 °2,472.02 °

2308109

©2,105.87

© 182946

: ,(‘v)”

: Tea production 'expenSes.-

- 2,607.65

223378

2,179.12°

2,096.42 |’

2,008.62 - -

_(v1) -

vAdmmlstratlon and other K
- |.expenses

©103.32

103.12 -

| .78.86

7011

' j»b-.(vu) -

Sellmo and dlstrlbutlon

| expenses.

- 47132

42634 -

T 43225 |

32554 |

(vm) .

Finance charges. -

2814

|7 2442

5122

5095 |

’ ' . (Ix)

1 Total expendlture before

,deprecxatlon ’

,}5,-y89'2)53

| +5,279.68 -

5,049.54 |

4,648:89

425837 |

4.(x)

Cash l‘oss ’

274.80

. 48426 .

1934

131,78

| Depreciation

"240.54

22918

27624

290.96

C2ssaT. |

b-(jx1)' -

_' Total (nnclludmg
_depreclatuon)

1 6,133.07

£5,508.86

|- 5325.78

4,939.85

451354 |

L)

, Proﬁt (+)/Loss (-) o

12078

' (-)503.98

(-)760.50 -

(931030

(38695

B " (xi) -

Prlor perlod expenses/ _' .
' -»-(mcome)

10913

64.48

- (39.72) |

28811 |

29|

. .(xiv) :

Net,proﬁt/ lossfor - -
appropriation '

| o1nes

1o 56846

(-)720.78

| ©598.41

()379.66° " -

6

" Income tax

BTV

| v

| Net Proﬁt(+)/ Loss ( )

(1680

7(_), 568.46 -

(-)"7'”20.78

() 598.41 1|

(379:66
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ANNEXURE - 11
(Referred to in paragraph 2.1.8)

Budgeted and actual yield of GTL in Tamil Nadu Tea Plantation Corporation Limited

Annexures

(In lakh kgs)

Tea Divisions | Phase 1999-2000 2000-01 2001-02 2002-03 2003-04 Total
Budgeted | Actual | Short- Budgeted | Actual | Short- Budgeted | Actual | Short- Budgeted | Actual | Short- Budgeted | Actual Short- ?Fh:)::z;l
yield yield fall / yield yield fall / yield yield fall / yield yield fall / yield yield fall /

(Ex- (Ex- (Ex- (Ex- (Ex-

cess) cess) cess cess cess)
Coonoor I 31.00 27.33 3.67 31.00 27.43 3.57 31.00 25.50 5.50 26.60 23.77 2.83 30.58 28.10 248 18.05
Kotagiri 1 31.00 29.38 1.62 31.00 29.03 1.97 31.00 2891 2.09 29.75 26.35 3.40 32.03 28.15 3.88 12.96
Cherambady I 53.50 51.60 1.90 46.50 44.88 1.62 50.50 48.50 2.00 46.95 48.66 (1.71) 52.93 49.16 3.17 7.58
Cherangode I 61.00 58.11 2.89 53.50 48.44 5.06 57.50 52.10 540 57.90 56.11 1.79 57.92 51.16 6.76 21.90
Nelliyalam I- 58.50 55.93 2.57 51.50 48.24 3.26 56.00 51.28 4.72 54.60 51.43 3.17 55.73 47.20 8.53 2225

Kolapalli 1 61.00 67.89 (6.89) 57.00 48.89 8.11 60.00 5549 451 59.00 57.44 1.56 62.14 56.44 5.70 12.99

Devala IT& I 37.00 34.93 2.07 33.50 27.69 5.81 37.00 30.16 6.84 35.40 31.31 4.09 3375 2649 7.26 26.07

Pandiar Il & 111 64.50 62.10 240 58.50 54.42 4.08 63.00 53.90 9.10 61.40 59.26 2.14 59.65 4833 1132 29.04

Lawson v 18.00 19.26 (1.26) 22.00 20.01 1.99 2440 2294 1.46 49.70 32.69 17.01 53.45 43.46 999 29.19

Ryan v 19.00 19.38 (0.38) 21.00 16.48 452 19.40 17.18 222 43.80 43.85 (0.05) 4517 35.00 10.17 16.48

Periakallar v 26.00 26.02 (0.02) 46.00 38.26 7.74 40.00 36.05 395 - --- --- - - 11.67

Lower Nirar v 19.00 21.16 (2.16) : - — - -—-- -— - -— - - - - - (2.16)

Naduvattam. v 19.00 22.00 (3.00) } 23.50 24.17 (0.67) 28.00 24.02 398 27.20 21.49 571 26.65 20.65 -6.00 12.02

Total 498.50 495.09 341 | 475.00 427.94 47.06 497.80 446.03 51.77 492.30 452.36 39.94 510.00 434.14 75.86 218.04
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ANNEXURE - 12
(Referred to in Paragraph 2.1.13)

Production performance of tea factories of Tamil Nadu Tea Plantation Corporation Limited

(Quantity in lakh Kg)

Name of Installed 1999-2000 2000-01 2001-02 2002-03 2003-04
the factory capacity = . : ; -
of the Achievable | Made tea | Shortfall Achievable | Made tea | Shortfall Achievable | Made tea | Shortfall Achievable | Made tea | Shortfall Achievable | Made tea | Shortfall
factory capacity produced | (-)/Excess | capacity produced | (-)/Excess | capacity produced | (-)/Excess | capacity produced | (-)/Excess | capacity produced | (-)/Excess
(+) to (+) to (+) to (+) to (+) to
achievable achievable achievable achievable ., | achievable
capacity capacity capacity capacity capacity
A.Orthodox
Tiger hill 7.50 6.55 7.84 1.29 7.58 12.16 4.58 6.70 9.44 2.74 6.83 9.44 2.61 7.18 7.76 0.58
Quinshola 7.50 7.60 10.95 335 7.65 11.63 3.98 7.53 10.34 2.81 7.63 9.22 1.59 7.63 7.70 0.07
Total (A) 15.00 14.15 18.79 4.64 15.23 23.79 8.56 14.23 19.78 555 14.46 18.66 4.20 14.81 15.46 0.65
B.CTC
Cherangode 22.50 23.76 19.97 (-)3.79 18.38 14.21 (-)4.17 23.18 18.65 (-)4.53 20.25 16.45 (-)3.80 22.88 18.71 (-)4.17
Cherambady 2250 24.08 17.07 (-)7.01 2033 16.04 (-)4.29 19.95 13.97 (-)5.98 2333 19.73 (-)3.60 21.45 18.89 (-)2.56
Pandiar 22.50%* 2243 20.83 ()1.60 18.98 14.19 (-)4.79 23.10 1816 (-)4.94 14.80 17.11 2:31 14.25 16.40 2.15
Nelliyallam 15.00 14.65 17.04 239 15.00 15.71 0.71 15.60 16.47 0.87 13.40 17.59 4.19 14.30 17.06 2.76
Lawson 15.00 15.35 19.39 4.04 15.15 17.41 2.26 13.35 13.11 (-)0.24 220 1.04 (-)1.16 5.05 2.80 (-)2.25
Ryan** 15.00 - - - - 8.35 4.62 (-)3.73 17.75 17.29 (-)0.46 15.25 16.23 0.98
Total (B) 112.50 100.27 94.30 (-)5.97 87.84 77.56 (-)10.28 103.53 84.98 (-)18.55 91.73 89.21 (-)2.52 93.18 90.09 (-)3.09
Grand 127.50 114.42 113.09 (-)1.33 103.07 101.35 (-)1.72 117.76 104.76 (-)13.00 106.19 107.87 1.68 107.99 105.55 (-)2.44
Total
(A+B)
* From 2002-03, installed capacity for the Pandiar tea factory is 15 lakh kg.
xw Ryan tea factory commenced production with effect from 20 October 2001.
Note:  Achievable capacity has been computed with reference to the number of days operated during the year.
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ANNEXURE - 13
(Referred to in Paragraph 2.2.6)

Financial Position of Tamil Nadu Industrial Investment Corporation Limited for the
five years ended 31 March 2004

(Rupees in crore)

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

I LIABILITIES
(a) Share capital 42.50. 42.50 42.50 42.50 72.50
(b) Reserves and Surplus 3.52 3.52 2.50 2.50 2.50
(c) BORROWINGS !
(i) From IDBI/SIDBI 414.30 372.87 360.56 246.49 164.45
(ii) Bonds and Fixed deposits 376.51 421.52 471.25 502.21 483.85
(iii) Loan in lieu of capital 97.50 103.50 103.50 103.50 73.50
(iv) Others* 145.18 137.50 116.40 154.71 203.25
(d) Trade dues and Other 100.34 96.54 79.25 57.93 105.20
liabilities (including
provisions)
(e) 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 -
(a) Gross block 25.44 29.46 29.94 29.90 29.92
(b) LESS: Depreciation 7.31 8.09 8.77 9.39 0.80
(c) Net fixed assets 18.13 2137 21.17 20.51 20.12
(d) Leased assets 0.69 0.11 0.01 - -
(e) Investments 10.92 10.69 10.38 9.39 9.39
(H Loans and advances 868.71 824.92 745.20 632.06 539.76
(g) Other assets 29.17 31.29 20.16 20.81 32.10
(h) Cash and bank balances 33.23 40.50 4438 37.19 125.33
(i) Advance taxes 73.04 74.32 59.77 60.07 50.77
() Miscellaneous expenses 0.11 0.11 0.11 0.11 0.11
(k) Accumulated losses 147.03 175.82 275.96 330.88 328.85
TOTAL i 1,181.03 3 1,179.13 | -1,177.14 1,111.02 1,106.43
(1)) Capital employed 1,075.22 1,080.46 1,089.06 1,074.31 1,024.18
(m) 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.

12 Paid up capital, Free reserves (i.e., reserves not funded outside), All borrowings (i.e., long term finance
and short term borrowings, debentures/bonds efc).

2, Networth represents paid up capital plus reserves less intangible assets.

* Priority seetor bonds, RBI1 adhoc loan, soft loan, short-term loan and subvention.
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ANN]EXURE ]14
(Referred to m Paragmph 2.2. 7)

o
B
<

T Wor}kmg Results of ']I‘amn]l Nadlu ][ndusttna]l anestmem Corpomnon annted for the five
- :iyears endedl 3}1 Man‘ch Z@M ' - : .

. .(']Rupeésv,ijl. 'cro're)r

‘SLNo. |

Particulars

© 1999-2000

2000-01 -

- 2001-02 |

200203

200304

| INCOME -

. @

Inter‘esi oﬁ term loans - -

13561 . -

135165

10926

10564 |

9848

ERICY

Other mterest on term’ -
deposit -

SECE

110

099 -

126

091

 @”1

Ljease chme -

154 |

0,65

Coo

“0.03

002

‘| ‘Hire purchase-income

320 |

5,16

069

2360

B

1@

| Dividend ~

© 056 -

S L2

F;dﬂ  

1085

| (M

_Profit.on sale of assets - '

002

002

0.03

o2 | -

e

Other income ~ *

31

546 -

746

334

w

|'Bad debts recovered -

A4

285

SCASEE

7 TOTAL

15105

151.86.

12173

L 11625 |

Am 45

1L

] ]Expendllmre s

©

|- Interest on dep051ts
| debentures, refinance -
| andbonds - -~

12543 1

126.32.

12574

11876

9817

lwl

*|-Salaries and allowances " -

13.94 °

14 69 -

, ;1461

1571

1336

©

7Ofﬁc¢‘experises- ‘

4.62

4. 95__, -

- 451

409 - |

@

: jBankchvar-ges '

0,03

- ':().02

.0.04

0.04

©

| Other expenses -~

455

388

Y415 |

281

297

1o

‘| Depreciation

216

- la4

0.94

A"‘ @

Write-off/Provision for -
Non—Pérforming Assets

72 90

2808

TO']I‘AL

15073

15130

222.89? B

- 171.16

11924 |

i

-Profit/Loss for the: year

as per ‘accounts -

032

0.56

10116

()54.91 -

o221 |

IV

prﬁyt/Lbsé/fpr the year

(-533;69 = .

* | Provision for NPA (ot | 3401 | |- 2936 | -
c routed through profit L : '
L and loss account) ; 7
T (-)28.80 —
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4 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

(Rupees in crore)

SL.No. Particulars 1999-2000 2000-01 2001-02 2002-03 2003-04
L SOURCES
BORROWINGS
(i) Refinance 74.13 52.42 75.98 52.78 47.63
(ii) Bonds 25.00 47.13 48.82 32.67 NIL
(iii) | Others* . 24.41 21.76 13.07 41.36 204.739
(iv) State Government 1.00 6.00 NIL NIL NIL
(v) Short-term loans NIL NIL NIL 54.00 -
TOTAL (A) 124.54 127.31 137.87 180.81 252.36
OTHER THAN
BORROWINGS ‘
(1) Recovery from loans 297.61 354.52 307.92 320.55 345.47
(ii) Others 77.14 46.26 5241 53.93 19.21
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)
IL UTILISATION
(i) Disbursement of loan 172.81 200.20 187.94 126.68 139.83
(i) Repayment of bonds = 1512 6.88 11.27 56.78 75.30
(iii) Repayment of 229.07 24727 226.97 303.36 253.19
loan/interest
(iv) 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) (16.21) (20.56) (16.26) — -
Percentage of 58.06 56.47 61.03 39.52 40.47
disbursement to recovery
¥ Fixed deposits, RBI adhoc loans and subvention
@ Subvention, loans from Indian Bank, Tamil Nadu Urban Finance and Infrastructure Development

Corporation Limited
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‘ ANNEXURE 16
(Referred to m Pamgraph 2 2 10)

Recenpt and. dnsp@sal of apphcatmns for loan assnstance in Tamﬂ Nadu Endustrnaﬁ Investmem Corpomtmn annted
for the ﬁve years ended 3}1 March 2@@4 '

" (Rupees in‘c_rore')’_ ;

| st . Description . 1999-2000 . 2000-01 . 2001-02 12002-03 200304 -
NO ‘ | .No. | Amount |- Nb. ‘Ar'nountﬂ - No. Amount No. ' Amount " No. .'A"mo?uhf'fi
'1. | Applications pendmo at the beommno of 150 | .s316 | 114 | 2230 | 97 31.57 131 6548 | 153 . | 1724
' | the year - , R ' I S S : R L
12. | Applications received during the year | 3,315 | .32149 | 3,391 | 44170 | 2,661 | 369.04 | 2,100 | 23261 | 1,974 | < 29583
" ~ TOTAL 3,465 | 374.65 | 3,505 | 464.00 | 2758 | 400.61 | 2231 | 298090 | 2,127 | 313.07
3. Apphcatlons dxsposed of durm0 the year % v ’ ' ' v , ' _ | ‘ - : o A, B .
| - _ | (2) Gross sanction (all types) 3,050 | 251,09 | 3,00 | 28652 | 2285 | 21278 | 1,778 | 15140 | 1,630 _ | 20030
" |'(b) Closed, withdrawn, etc 301 | 10126 | 308 |. 14591 | 342 | 12235 | 300 12945 . [ 302 64.98
4 Appllcatlons pendmo at the end of the 114 | 2230 |97 315701 131 | 6548 | 153 | 1724 195 47.79°
- TOTAL' | 3,465 | 37465 |3505 | 464.00 | 2,758 | 400.61 | 2231 | - 298.09 2,127 313.07
5. | Amount disbursed | imst | 20020 |0 | 18794 Ll 12668 1139.83
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ANNEXURE- 17
(Referred to in Paragraphs 2.2.11 and 2.2.15)

BGZ—61-T

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
SL Name of the unit Amount ncluding Total * Reasons for overdue and remarks
No disbursed compound
and penal
interest
1. | Babu Spinning Private 79.00 51.43 171.56 222.99 Promoters were only traders in cotton yarn and did not possess experience in
Limited production.
2. | Vetri Spinning Mills 104.56 96.76 470.40 567.16 Failure to evaluate the viability of the unit at the time of appraisal resulted in
Limited accumulation of overdue amount.
3. | Thangam Spinners 65.19 65.19 355.87 421.06 Loan amount was disbursed without the unit having made arrangements for working
- capital. : ;

4. | PSS Garments 69.27 45.57 200.27 245.84 Defective appraisal, due to non-verification of export market tie up.

5. | Durga Lodge 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.

6. | Kalaimani Spinning Mills 89.90 89.90 265.98 355.88 Insufficient collateral security and working capital.

7. | Alps Granites 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.

8. | Kavin Steels Private 108.30 96.13 143.50 239.63 Promoters had no experience at all in steel industries. One was an agriculturist and

Limited the others were lawyers. Project was not implemented. Inordinate delay in taking
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Amount outstandlng

o A .. |*Principal _lnterest ) . . o : e S
Sk Name of the unit -~ | Amount |. - . including’ -Total ‘Reasons for overdue and remarks .
No : ' - dlisbursed compound ' v ' ) A
N and penal
interest ; ; ‘
, L o _ . _ : - "actlon under SFC Act: _ N o _ _
9. | R.S.R:Spirning 94.08 | 92.45 256.66 34911 ’ | Loan disbursed to a known defaulter Already two spmmno mrlls were functlomng
‘ T - ’ s in the samepremrses‘ " These two mills were chronic defaulters. Collateral security -
' ) (U _ ‘ , o value not known to the Company till date (August 2004). o
_10. | Umashankar Alloysv‘Limited. - 887 L. | _88.71f .‘33(’).27 ©.418.98 ..Market potentlal .of finished goods not assessed properly. - Though account was
F B T PR P T | S| foreclosed.in October 1996, assets have not yet been taken over (March 2004). "
' 1 1. ;Péete‘é T,'ubési s ' 2'6‘8‘.98‘ A -228-.97 ; 779.22 - B 1,008.19 . Drsbursement of loan‘to a promoter wrthout analysmc7 the market potennal of the
DR = o o S o . ' product and heavy competition resulting in very low price.
L2, Suchlta Mrlls (Prlvate) 14848 148.48 439.08 587.56 Dlsb_ursement without ascertammg the;credentral.of the promoter."‘
) lelted JE T .‘ ‘ o : IR R
3. ’-Mlllemum Business : - 182.00 182.00 53.00 $235.00 - - Failure to' verify independently, promoter‘s claim on business‘ generation;
~ | Solution Private Limited ‘ , o o . ' ' o y ‘ .
14, r‘A‘shok Kuma'r:l-lotels 8(')‘;'00"‘ " 6231 v ‘3‘9;(_)“6 o 10137 B ’Freld mtelllgence report was. doubtful about promoters capacrty to brmo in: requrred e
*|-Private Limited ‘ R N - " S _capital. Promoter also had no experrence in hotel industry. - ‘
15, | Shree Ragavendras . | 30.00 ., | oo20i7 | 0;9,9'; Lol 3016 nSlmllar vide/audio recording compames to.whom loans were drsbursed earlrer were '
o e L o e L. |not functlonmo satrsfactorrly and were. chronic defaulters. B
'16. | Kumaran Roller Flower 790.00 7469 T 50.22 - 12491 - The Company did not ensure- that the promoter had tred up for the entrre worl\mg
. |'Mills (Private) Limited - - | - |0 o] on b e LT .caprtal requrrement ' S » S o
17. | United -Mach‘ineries' Works | 150.00 | 121.00 326.00 - --“447'.'00,“‘: | Promoter had o experience in runhing textile mills; Company- falled to ensure '
o Limited ) R o L , Lo mdependently the suitability of second hand machinery. -
18. Navalakshmr Textrle Mrlls S 250.00 .239.00+" 573.00 ‘ " 8 1200 et Promoters were also D1rectors of umts whrch defaulted in 1epayment of dues to the
. lerted ’ L e I o _Company ‘ ‘ : Lo ‘ .
TOTAL 2,047.58 | '1,860.87 | 4388171 | 6,742.58 |
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(B) Ineffective follow-up
Amount outstanding
Principal Interest

Sl Name of the unit Amount including Total Reasons for overdue and remarks
No disbursed compound

and penal

interest
1. | 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. 7

2. Litton Displays 75.42 74.00 320.90 394.90 Failure to obtain collateral security. Inordinate delay of more than seven years in
taking possession.

3. | Dhanalakshmi Steels 85.45 60.32 139.43 199575 Unit had become defunct since September 2001. 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 1,315.84 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 right from the beginning, the
Company did not take possession of the assets. Machinery valuing Rs.1.40 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 Tamn}l Nzndu Industrml Investment Corpomtnon annted
_for the last five years 1999 2000 to 2003- @4 '

E (Rupees in'crvofe)_" .

S * Particulars " 1999-2000 2000-01 2001-02 2002-03 2003-04
: : Principal | Interest | Total | Principal | Interest | Total | Principal | Interest | Total Principal | Interest | Total Principal | Interest : Totgl"
S Demand : : L ‘ R o = ‘ ’ o
(a) Arrears at the . 56767 | 31962 | 37638 50.50. | 37011 | 42061 | 26179 | 20742.| 46921 | 25415 | 29753 | 55168 | 24528 | 40202 | 64730
beginning of the year - B . . ‘ ‘ L e . ] e
| Amount fell due during f 15675 | 20035 | 357.10 | 24036 | 217.23 | 457.59 | 19287 | 21130 | 404.17 | 207.14 | 214.02 | 421.16 | 186.58 143.00, | 329.58 -
‘Vtheyear e el . P R S - o AR FRT s . oy , :
" TOTAL DEMAND“ 2351 | 51997 | 73348 | 290.86° | 587.34 | 87820 45466 | 41872 | 873.38-| 46129 | 51155 | 97284 | 43186 | 54502° | 97688
~|- 1L | Targetfor.récovery © -~ - | 15500 - | 145.00 - 30000, | -160.00 | 160:00 | 320:00" | .215:00 155.00 | -370.00 | 195.00- | 112.00-| 307.00"| 204.00° -| 102.00 - 306.00 -
(@) Percemaoe oftargctto 7260 | 27.89° | 40.90 55.01 2724 | 3644 4729 | 37.02 | 42.36 4227 | 21:89 | 3156.| 4724 | 1871 | 3132
demand T : ' : ‘ : : . : : R i S
HL Recovery~'- : ) . . . N i ) . ! : C
@) Amrears atthe | - aigs 56.09 | 97.94 | 37.78 4650 | 8428 | 3407 -|-2021 | 6328 |--3576 3402 | 6978 | 11649 | 40.62 157.11-
beginning of the year : I £ : o ‘ 1 1 B ) N
(b) Amount fell due during -| 115.06 84.61- | 199.67 | 169.98 | 10026 | 27024 | ' 161.73 8291 | 24464 | 17526 7| 7551 | 25077 | 12698| 6138 | ' 188.36
the year - - N ‘ ' - T : o . - : R ol S
TOTAL'COLLECTION | 15691 | 140.70 | 297.61 | -207.76 | 14676 | 35452 | 19580 | 11202 | 30792 | 21102 | 10953 | 32055 | 243.47 | 102.00 | 345477
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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 1491 263.53 278.44 12.72 32361 336.33 2211 178.21 405.93 218.39 263.51 481.90 128.79 361.40 490.19
beginning of the year
(b) Amount fell due during 41.69 115.74 157.43 70.38 116.97 187.35 3114 128.39 159.53 31.88 138.51 170.39 59.60 81.62 141.22
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 -s 4.99 49.55 22.52 72.07
BALANCE OVER DUES | * 50.50 370.11 420.61 71.42 429.59 501.01 254.15 297.53 551.68 245.28 402.02 647.30 138.84 420.50 559.34
V. | Percentage of recovery
(a) Arrears at the 73.73 17.55 26.02 74 81 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 4223 5591 70.72 46.15 59.06 83.85 39.24 60.53 84.61 35.28 59.54 68.06 4292 5715
the year
NOTE:

Up to the financial year 2000-01 in respect of foreclosed accounts only defaulted amount has been taken as principal overdues. Consequent to computerisation from the year
Similarly, interest subsequent to foreclosure has not been taken for arriving the
But from the financial year 2001-02, the same has also been taken into account for calculating the interest overdues.
Likewise, till 2000-01 principal and interest in respect of loss assets was excluded for demands.

2001-02, the entire outstanding has been taken as principal overdues in such accounts.
interest overdues till the financial year 2000-01.

Demand raised and amount collected in respect of short term loan to the Tamil Nadu Civil Supplies Corporation Limited and Tamil Nadu Telecommunications Limited
during the financial year 2001-02 has been excluded.
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Hnsfraﬂed capacnty and generatmn of power Iby the power stahons of o

All([lt Report (Commercml) for the yedr emled 31 Marclt 2004

A ANNEXURE 19
(Referred to in Paragra)ph 3.1 ]l)

Tamnl Nadu Electrncuty Board

Partieu]lars_ :

NUmﬁﬂer ‘

of power
"| -stations

(units)

n.nstau:cd |
- capacity

(MW) -

- | (31.3.04)

Generation (In million units) -

11999-2000

2000-01

2001-02 |

2002-03

©2003-04

‘Hydel

1,987.40 |

4444

©5,450°

14,350 °

2,724 -

2,067 |

IL

| Thermai

| @eso |

@

‘Ennore

105 units)’

450°

1,295

753

1,149 |

1742

1264

()

Tuticorin

“1(5 units).

1,050

7,449

7,934

8,105

o ‘ 8,7193{ -  

8,083

©

:Mettur

1(4 units)

840

5,786 . -

6,422

6,396

: 6,7384;l

. 6,735

North Chenna1 '

163 wnits)

630

4331

4,355

4,675

4407

4,348 -

-

TOTAL .

2,970

. (54.99)

18,861

| 19,464

20,325 -

~ 21,080

120,430 |

!

Gas lb»a_se;d"', 0

| (@

- Narimanam

Ckk

10

Thirumakottai*** -

| 10788

727

@

697 - )
(©) || Valuthurssss B 95 ] 104|672
| Kuthalam* ¥+ 1] 10140 w108

- TOTAL

30428

B <) B

1,504 |

v

‘Naptflvlé,basedlr o

563 |

Ry

_Basin Bridge

~1(4 units)

120

= o

86

164 |

173 ]

276

| 8o

- Windmill

120

1 19.355

036)

27

s |

17

18

* Total Board .

‘160

5,401.035..

(100)

- 23449

25,147

25,562

24,929 .

24,114

R

Uk

T I
i
: :

Lokdokkk

- Figures'in brackets denote percentage m each category to total mstalled capacxty s :

: Umts & I kept under shut down from Oct. 2000 & June 1999 respectlvely TNEB has demded to B
h scrap these units in- February 2001.° i : . i -

- Date of Commlsswmno 30 March 2001
Date of C‘ommlssmnmg 13 March 2003
Date of Commissioning 24 March 2004
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Annexures

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 IRs Paras | Money
value value value value
Opening 1,755 11,040 16.30 2,305 14,130 26.04 2,744 17,270 34.71 3,052 20,070 62,97
balance 5
Issued 886 9,714 24.04 644 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 14,130 26.04 2,744 17,270 34.71 3,052 20,070 62.97 3318 24,073 70.86
balance I
_
(B) Concurrent Audit Parties at Thermal Power Stations
(Money value - Rupees in crore)
1999-2000 2000-01 2001-02 2002-03
IRs Paras Moncy IRs Paras Money IRs Paras Money IRs Paras Money
value value value value
Opening 204 1,446 4.58 258 1,311 4.69 312 1453 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 15 1,078 0.59 21 816 0.63 14 541 26.47 66 872 6.44
Closing 258 1311 4.69 312 1,453 5.14 355 1,528 26.21 357 1,332 2339
balance

(©) 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 1 58 298 ; 89 6.51 7 231 22.01 8 252 23.65
balance
Issued 1 3 353 5 143 15.50 1 21 + 1.89 1 10 0.71
Clearance - - —_ - 1 - - - 0.25 - - 0.26
Closing 2 89 6.51 231 22,01 8" 252 23.65 2 262 24.10
balance
*

This was the first year of audit by Concurrent Audit Party.
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v 4{_/{{(‘{{{@30# (Commercial) for the year ended 31 .M{(;'eiz 2004

ANNEXURE-ZI

(Referred to in Paragraph 4. 19 1)

Statement showmg paragraphs/revnews for Whlch explanatory notes were not recerved .

Name of the Department ..

1°1997-98

1] 200102

_ Total '

..-| Adi Dravidar Welfére . -

ix - e B
‘ 2 : Energy-' - . e s L e
| o Handlooms Handicrafts, 2 e IR 1
| D Textiles and Khadl : : o :
. ‘_nghways B - ] ;__"_,'b — R
) 5 . Industries - S - » 7 5

T

) Rural, Development and Local ;ﬁ-_'
T Administration -

"Small lndustrles

- 8 | Social Welfare and Noon Meal - - <A - e L
S Programme _— :
’ TranSpon - 1 I

T@TAL '




ANNEXURE-22

(Referred to in Paragraph 4.19.3)

Annexures

Statement showing persistent irrégularities pertaining to Government Companies appeared in the Report of CAG of India

(Commercial) — Government of Tamil Nadu

SL
No.

‘Gist of Persistent
irregularities

Year of Audit
Report/ Para
No.

Money Value
(Rupees in crore)

Gist of Audit
observations

Actionable points/Action to
be taken

Details of actions taken

1:°X

amil Nadu Industria

I Investment Corporation Limited

()

Disbursement of loans
without due
verification of
adequacy, validity, real
worth and genuineness
of the collateral
securities offered by
the borrowers

disbursement of loan
resulted in a loss of
Rs.0.65 crore.

Registration Authorities
before disbursement of loan.

1998-99/4A.2 Grant of term loans | Responsibility is required to | After detailed enquiry four officials of
without adequate | be fixed on the officials of the | the company were dismissed from
collateral security and | company for disbursement of | service (May 2003).
failure to verify | loans without due verification.
purchase/creation  of
assets resulted in non-
realisation of over-
dues
2000- Failure to ascertain the | Responsibility is required to | In the case of sub para (1) the
2001/4A.2.2 guideline value of | be fixed on the officials of the | Government  stated that criminal
()& (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 2001)

[n case of sub para (2) further compliance
i is not yet received




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

Sl | Gist of Persistent | Year of Audit | Money Value Gist of Audit Actionable points/Action to Details of actions taken
No. | irregularities Report/ Para | (Rupees in crore) | observations be taken
: No.
2000- 0.43 Release of term loans | Responsibility is required to | The Government stated that criminal
2001/4A.2.3 relying on  bogus | be fixed on the officials of the | complaints were lodged against the
collateral  securities | company for not verifying the | promoters and action was being taken
resulted in non | genuineness of the collateral | against the officials for the lapses in this
recovery of dues. securities. regard (July 2001). Further compliance
not received.

(ii) | Violation of guidelines | 1997-98/4A.4 8.84 Violation of | Responsibility is required to | The Company accepted the facts and
governing sanction of guidelines while | be fixéd on the officials for | stated that appropriate action was being
loan sanctioning  leasing | extension of leasing and hire | initiated against the officials responsible

and hire purchase | purchase loans in violation of | for such lapses. No further compliance
loans to 16 industrial | Guidelines. received.
units.
1999- 0.85 Sanction of loan | Responsibility is required to | Action was intimated for invoking the
2000/4A.8 ignoring the appraisal | be fixed on the officials for | collateral security (May 2000). No
report, release of loan | release of loan disregarding | further compliance received
disregarding the | the guidelines.
guidelines prescribed
by the Board of
Directors  of  the
company.

2. Tamil Nadu Small Industries Development Corporation Limited

(i) | Investment of funds on | 1999- 1.05 Unproductive Before  going in  for | No Compliance received.
unproductive project 2000/4A.10 investment of Rs.1.05 | construction of multi-storeyed

crore due to | Industrial complex at Guindy
injudicious decision to | the company should have
construct Block-II of | assessed the demand
garment complex realistically  taking into
account the demand for the
earlier Industrial complexes. J




12—64-T

Annexures

SI. | Gist of Persistent | Year of Audit | Money Value Gist of Audit Actionable points/Action to Details of actions taken
No. | irregularities Report/ Para | (Rupees in crore) | observations be taken
No.
Idle investment on | 2001- 2.51 Construction of 40 | Before going in for | No Compliance received.
construction of | 2002/4A.4.2 modules in Electronic | construction of Electronic

Electronic Complex

complex, Guindy
without demand
resulted in idle

investment of Rs.2.51
crore.

complex at Guindy the
company should have
assessed the demand
realistically  taking into

account the demand for the
earlier complexes.
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Audit Report (Commercial) for the j)ear ended 31 March 2004

" . _ANNEXURE-23

(Referred to i in Paragraph 4.19. 3)

Statement showmg persistent irregularities permmmur to Statutory corporations appeared in the Reports of CAG of Indna (Commercnai)
— Government of Tamil Nadu ‘ -

SI. | Gist. of Persistent | Year of Audit | Money Gist of Audit Actionable’ ]pomts/Actlon to - Details of actions taken
No. | irregularities - " | Report/- Para | Value (Rs. in | observations be taken B
' | No. -~ crore)
1 -Extension of tariff | 1998-99/4B.2 2.76 Loss of revenue due to Before extending concession | The department stated that the concession
| concession in IR -irregular extension of under new industry category, | extended to the said consumer amounting
contravention = . of | tariff concession to M/s the officials of the Board |to Rs. 2.76 .crore was withdrawn and
Government orders . Sree Aravind Steel .| ensure themselves that the notlces under R. R & R. D Act was
o o | Limited coricession is extended to the | isstued. However, the consumer obtained
S eligible consumers only a stay order in the court (March’ 2002).
o No further compliance received. '
2001-02/4B.1.9 0.21 | Failure to withdraw. - ‘Before extending concession | The Government stated that necessary
’ ' concession extended to an | under new industry category, | instruction had been issued to withdraw
ineligible corisumer the officials of the Board | the new industries tariff concession
resulted in revenue loss of ensure themselves that the | extended to the consumer and recover the
- | Rs. 021 crore concession is extended to the | amount (March 2004). .Further
eligible consumers only compliance not received (August 2004).
2 -] Procurement of | 2000-01/4B.1.3 | 0.85 +0.45 = | Failure to allot allied - Before procurement  of | Four circuit- breakers are yet to be
| materials  without | = ~ 130 | equipmentresultedin | materials the officials of the | commissioned (March 2004). Further
proper planning and non-commissioning of . Board - should assess the | compliance dwaited (August 2004)
assessment of complete circuit breakers leading to | requirement realistically and L o -
requirement resulted in. locking up of Boards fuind | ensure their procurement in
locking up of Boards’ | for a period ranging from \tlme :
_fund and  consequent '42 to 54 months :
loss of intérest o T
2001-02/4B.1.3 | . © 322 ‘Transiission towers Before: ' procurement’ of | The Government justified the placement
LTt e s plirchiased for ‘general materials” the officials of ‘the‘| of order’ (Maich 2004). " However, the
. constructxon circle, Board should assess the | details of utilisation of tower parts are yet |
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Gist of Persistent

Annexures

eLz—64-C

No.

irregularities

Year of Audit | Money

Report/ Para

No.

crore)

Gist of Audit

Value (Rs. in | observations

Actionable points/Action to
be taken

Details of actions taken

Chennai at a cost of Rs.
3.22 crore were lying idle
for more than four years.

requirement realistically and

ensure their procurement in
time.

to be received (August 2004).
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ANNEXURE 24
(Referred to in ]paragraph 4. 20) i

Statement showrng the department—wnse outstandmg Hnspectron Reports (KRS)

- Name ofDeparﬁrnent -

‘Number . -
‘of PSUs’

Number df

outstandmg

Number of

outstanding

Yearsfrom-

which

| IRs . . ‘paragraphs | paragraphs -
S : .- - |.outstanding

L | Industry < T AR ©37 224 11995-96
1 Small Industry ' 5 - T9s

199899 . |

Information Technology .

29

Commercial Taxes

.._>2001;’02‘. -

‘Information and Tourism

51 -

199495 |-

Agric’u.ltnré

SI3

2000:01. - |-

Prohlbmon and Ex‘crse

18

19992000

| Social Welfare and Noon- Meal Programme e

T i

2000-01" -

Ol |Nfo|w|slw|D

Energy

2003-04 : -

O p—

Mumclpal Admlmstranon and Water
Supply

RS

200304

- | ilii-i

Transport .

69

- 200001 -

- 12

Fisheries -

3.

2002-03 -

-Public (Ex;'se'rviCemén)

1

199697 | ..

14

Health and Family Welfare

16 ‘

-2000-01 -

| 158

Adi Dra\rldar and Tribal Welfare 'Backwar_d"
| Classes, Most Backward Classes and
Minority-Welfare

,497‘

©1997-98

16,

‘Rural Development and Local

Administration

199596 -

-Home -

+12002-03 -

Public Works -

37

1995-96

i | Highways -

46

' ‘1995 96 - -

¢ | Handloom, Handlcrafts Khadi and Textlles, -

1999 2000

Envrronment and F orest

24

1997-98. |

Food and Consumer. Protection

75 .

1996-97 © | <

Tamil Nadu Electncrty Board

2,486 -

Grand Total

3,304 -

" 1997-98
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(Referred to in paragraph 4.20)

ANNEXURE-25

Annexures

Statement showing the department-wise draft paragraphs, reply to which are awaited

Sl Name of Department Number of Period of issue
No draft
paragraphs
1. | Industry 2 June to August 2004
2. | Energy 10 April to September 2004
3. | Co-operation, Food and Consumer 2 April to June 2004
Protection
5. | Transport I May 2004
6. | Finance I September 2004
TOTAL 16
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|
!  GLOSSARY ’ _
c b Gﬂossary of technical terms used in the Enformatwn ”H‘ecﬁmoﬁogy o
SR Revnew on Empﬂemenmtnon of Software on Hngh 'E‘ensmn
Revenue Billing in Tamil Nadu Electricity Board
SLNeo. | Terms | Para | ~° Meaning
A : reference. o ‘ _ _
1. HT services .~ | 321 | Three phase- supply with 11000° volts or above between'
' : : o - phases or three -phase 415 volts between phases:
2. ' central server . 322 A dedicated higher. capacity computer‘- in the Board
' - - | Headquarters; storing the data transmitted by the EDCs.
m : 3. |soe. . S 322 - | Structured Quefy Lan@age—An interactive programming |
: ' ' language to cxeate maintain, and - query relational
N ‘ databases. L : N -
o4, - Banking charges for 324 | Charges levied by Board (5 péfcent of the units fed into
wind mill services | . the. Board: lines) to carry forward the surplus energy.
' ' ‘ ‘generated by windmill units, after adjusting.it against
consumption of units of a partlcular month in respect of a.
. o “HT service.
5. RKVAHr penalty . 3.24 | (Reactive Kilovolt Ampere-Hour) ‘penalty-levied _on
' : : ‘ windmill units for drawing reactive power if they failed
‘ . to maintain a minimum power factor of 0.85.
| 6. | KVA - ' o 329 (Kilovolt ampére)-rating of all the equipiﬁénts- in
: ‘ Kilowatt divided by 0.9 : ;
| i . .
o _ . 17 Kvahr- e To32.11 (Kilovo]t ampere hour)- a unit of electncal power equal
‘ : ' : to 1000 volt amperes. s
-W [ )8 _ Kwhr . C 32,11 [ (Kilo watt _hour)-Unit Qf'ene‘rgy- equivaleht to- one-
. e S ’ : R kilowatt (1IKW) of power expended for one hour time.
9. Energy audit | 3225 A mandatory audit fofr all' HT services with “MD above-
' ' : | 700 KVA with the aim of conserving energy '

‘ . . o Co1s2.
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